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required reserve and they have not a very large surplus. In that
case where dosg your exchange come from?

Mr, MoXay: I think that is lmpossible, but then the federal
reserve bank would have the exchange on depoeit in the different
cities., That would mean that New York banks would stop taking
deposits.

Nr. Seay: From benks but net from imdividuals.

¥r. MoKay: There are a grest meny banks not in the system
and many will not come ix.

Hr, Seay: Then the member bank will have 10 purchase
exchange from the non-member bank.

Hr, McKay: Yes sir.

lMp, Chairmen: The lose of ewxchange between the federal resarve
banks would be met by shipment of curreuey.

ir, MoKmy: If such were possible thatl banks in reserve
centers had no bank correspondents carrying accounts with them.
Suppose the federal reserve banks do mske all the exchangesy 1t
wonld not hurt them.

Mr. Seay: For the purpose of sugresting a chumon idea snd

helping us I suggest this. We are all one family, the federal

L

reserve banks. You could have these busuks report to Hew Jork their
debit and oredit tramsactions, I mean to Washington, thelr
transactions with all the other faederal reserveée banks, VWhat is
in the way of that idea. USuppose New York is the oreditor of
Chicago to the extent of HB0OC,000, Is pot that womey Jjust

as good to Hew York there as if in ite own vaults if it didn't
actually need the $B0OC,000, Therefore it secms %o mé a plan
wirich might be worthy of exieriment al the beginning would be
one which didn't contemplate the shipment of any balances waat-
ever. Let the federal reserve banks heve their relations with
each other and it will resolve itsslf into s dobtor and creditor
relation, Let the debtor bank deduct from its goid reserve the
net amount of its debtor balanee. Let the creditcr bank count

as its gold reserve that credit balance. 1f therye should come

3/




& time for transfer, let it be done with the samction of the Board.
Or if one benk became hezvily indebted to another bank, end if that
bark desired it, leot that amount be sepgregated from the assets

of the benk and let 1%t be placed with the federsl reserve agent

as the preperty of the ereaitor bamk, I think the vhole thing

coulc be dome that way. There might not be &ny necessity, then
for a tronsfer of funds at gll, If you will sllow time for the
completion in this exchange and take into account the debit and
eredit balances, allowing time for the completion of the cycle
of the year you will get back to wherse you started and the whole
thing can bs worked as a matter of vookkeeping,

ilr. UeKay: You cannot convert a echeck im & benk in San
Fremeisco imto money lmmediately by any process. The time must
enter into it as the check takes time %o get through snd be pre-
sented.

Hr. Deay: But I em talking sbout balsences which arise.
Suppose Sen Franciseo 18 in debt to Hew York and Few York is in
debt to Minneapolis axd Minneapolis is in debt to San Franelsco,
the whole thing could be settled by the federal reserve board in-
structing the agent to give proper oredits to the banks entitled
to them.

Hr. UoChord: That is practiced by the clearing house.

ir. Chelrman: We could have 11 or 12 benks radiating from
Washingten and 211 the money come from one institution. I
don't know that sny branch wonld be varticularly snxious to
ovbain shipments of money to settle its accounts with the head
office nerc in Wachington unless it had local need of currency.
1f it is g1l in one pot, theoretically, the shipment of money be-
twecn benke would be setuslly eliminsted unless there was demand
for lawful reserve money %o be paid out of some bank in a given

logality. We nabturally spproach the diseussion of one bank when
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we take this matter up and consider we put the money in ome
pot for the purpose of settling balances between these branches.
We teke a mew step towards the creatiom of ome bamk., I think
the matter should be spproached from that aspect 2lso, It mey
be that the federal reserve board --- this is a plan for the set-
tiement of the results of clearances.

Mr, McKay: 1% is both. The items are-cleared every day and
settled at intervals. The settlement agent 1s the man who hendles

it.

lr. Fancher: WHhe 12 banks have transsctions and advise the

clearing agent.

Ur. lisChorda: A% the close of business to-day, I would tele-
graph %o the clearing agent our remittance to New York today is
§123,000, rhiladelphia, $210,000 apd so on.

Mr, HeKay: It would be the other way. You would telegraph
the clearing agent what you received and how you credited the
others with the emounts. Theé clearing agent womld telegraph you
the credits that they had been advised of from other banks and
you would have both sides of your clearance. The ¢learings are
made after the 1tems are received by the banks when they can
charge them %o the accounts rather than by the other banks when
sent to you.

ir. Seay: There will be a situation where st all tincs you
will know exactly where you are., The banks khow what they éwe
%o each other end if you clear between 2ll the bamks, where obli-
gations might amoumt to $100,000 you might make settlement between
the federal reserve banks for 10%. If there is a large amount
due another banik, a fund mey be segregated to cover the amount,
under the direstion of the Doard.

Mr. Rhoades: How do I pay my checks in my own bank?

lr. Seay: When there is need of currency it could be

traneferred.
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Rhosdes: But that responsibility is there svery day.
e banl 18 given oredif sach day and the

areditor bank wmmet reoeive its sebtlemeny in a ressonable %ime

and before Yo Gemsnd gets %oo larges othorwise they sre aei’éancing

money 40 tho federsl benis yhich is in the hands of other reserve

heanks,

Mr. Pansher: You could mot setile with ereditor banks until
thpeo or four days afterwards, Lf you notified theom each Fridey
of the week's transacilons you will say what they were but it
would toke seversl deys %o meke the distributions iFf you send re-
mittance.

My, MeMay: But 1f the bauks in the wast and the banks in
the eest ecarry sevounie in Hew Yoxk, .sebtlements can be nude
by chargiag and orediting those accounts if New Torikpud Chicago
exchange goes 1o par and 'chéy could do what they 1iked with the
excess baluneces.

My, Bardwell: If this plan prevails could we not cayry

the bank &t Chieags. —Suppose we carried 5756 of
in control of the beuik in Chicago, but not es rart of

3 EalE,

Seayt It could be in i2 places a8 well gs one.

ot Whe 12 Bunks would imakxe goocé that fupnd if paid
over from ons bayk %o mu:\ther‘ acccﬁnt_. we could warehouse ithe
reéscrve in e uumber of places. ,

iy, Seey: You could hawe one warehoust or you could have
12 and regard the federal reserve board as the cusbodian of
those 12. It ceri'bve 4n 12 as well as one warehouse. ILet the
Faderal reserve board Lo the custodisn.

e, Uhelrman: 1 gsnuot see 'i_;m difference bef;aeen it pro-
vided the cost iz the game, the differesce batween estsblish~
ing & eonmon resorvolr of reseyves for the settlewent of belances
sad havige 12 sueh reservoirs. Is it not siuply to do that thing

in ¢une cummon closring point.
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Mr. Seay: There would be omne common clearing point which is the
books of this Board to which we will report very frequently.
That ie the ocoummon c¢learving poinb. ihe question of the storage
of reserves is one point of difi‘e;‘eucc 4 see,‘ whether deposited
in 12 reservoirs o one.

ix. Vanchert I Doa't sée that the federal reserve board
have taken up any method to wash ocut acdcountings between the
banks,

Mr, Ceay: Tnsb is clearly thelr idea.

My, Fancher: I think the clearing siould ve done &t s
central sgency like & clearing house,

Vv, HMeDougell: The plam of lir, HeKsy la the seme a8 we

in our cities for cleariag logal bsuk ehecks, The only differ-
ence is the cuestlon of bringing your ciecks to the clearing
house by messenger and sendliang them by the mails.

dr, Wells: 4Aud you have a weekly statement instead of o
daily ome.

Fancher: In the clearing house you have a gold cer-

statenent.

Hobougalls I would not esay we had that in Chicaso,

Ehoades: Tou get warehouse resolpts.

HoDougall:  Yes sir.

Fhoadoes: I would gk u'. HoXey whelher iﬁ is notv the
expericnce of the country that for six months the draft of
exchange &£ Gest to e2st and the other monthe it is the other
way, showing —thai: Yo #1411 the reservoiy iu Chioapo at certein
timos of the year 1t would be nheeessgry Lo ship currency.

ir, Beay: How dan you tell wihere the glearing and exchange
of the coundtry is going %o be.

My, Rhoades: The forelgn exchunge ie & draft one way and
then the other for a mumber of months.

Mr., Bardwell: There is a plen on ot now o have an
internationsl cloarance.

., MeKay: This will reduco the shippiang of currency 0 a
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minimum, The shipments would not be erossing each other
the time either,

Hr, HeChord: Iir, Ho¥sy, whait do you contamplaie as i
federal reserve notes for the varioas banks.

Mr. MoKay: Tpey wonld be handled the same &8s chegks, They
would be semt out the sane as if they were chocks on fedarsl ro~-
serve banks, seund for credit, Tney would go right im with the
currency, end in cosmnection with telegraphic acknowledgments,
they could be followed by acknowledgments in the mail.

Hr. MoChord: The retirement or redemption of nationsl v
bank notes at the Treseury in %’azﬁ’:ington, gould you work that in
the plan that would bake oredit from the Treasury Department in
turning into the Treasury natiomal benk notes for redenptiont

Mr, MeKay: %haf ic a matter 1 did not go into,

My, HoChord: That playes a very important part with us
at times.

Hr, Sesy: I think we all shall certainly have to recon~
cile ourselves t0 the faet a8 & necessary dgevelopement of the sys-
tem that the only exchange practical that will exist alter we are
in 81l operation will be the exchange created by the {ederal
reserve banks themselves. 1 don't see how there is going to be
that Hew York exchsnge purchase if every bark is golng to recslve
at par the checks of every other bank, There certalnly will no%
be the necessity for the maintemsnce of balances in any cenfer of
the country.

lr. Mekay: 4As to the movements of balences it is taking
effect now, Balances will gp into new channels end there will
be balances inm different locslitles., Hew York will loee some %o
the west and regein sowe balences from Fhiladelphisa, sud will guln
& larger amount from Albany as Wew York is in a p_os'ition 0 col-
lect mearly all the state without charge.  There will be a great
readjustmeni} and 14 is impoesidls now to say whet the vesult of

the readjustments will be.

Mr. Seay: Do you mesn member bank or reserve bagg of New

Bl




Tork?

Ur. Hpllay: I mean the member banks. The first natiomel bank
cenuot deposit under the present rules, items with the federasl
reserve bank in Chicagy drawn cutside the Chicagw distriet, but
that doesn't bother them. They will send those items $o the bank
in Hew York and the National City Bank of New York can deposit
them in the state reserve bank. Thal system is in force now.

bx, Seay: That is because of this partial system we have
ingteslled.

iip. Hodaye The Fational 01ty Dank @5 scon as ¥ew lork opens
its gates to take its own Distriet, will take them from anybody
and Aepcsit them in the reserve bank inm New York. I think now
it would be petier that the federal reseérve bank in lew York do
not Lake chegks .on member banks outside their own district.
in Jleveland the bamk should not take a check drawn on a bank in
Iliivois. They can ‘clear out throuth regular chawnels. We will

have a lot of transit items, but one.of the biguest banke in

Chicago with 100,000 items a day, t0ld me that wher our whole

distriet waes ready the;y; would ‘only deposit with us 18500 items

& day. That is inside our distriet. Uo we are not going to get
2 tromenfous volume of item in our districts from large banks
but if we open the gates to the big bamks anmd say we will take
something on any bank in the United States, we would get a good.
dGesi more. 1t is mot proper to charge the member banks with the
goat of handling thoese checks as the member bank cannot charge

the dr.';i‘;i(’,'l’.
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Mre Chairmen: Mr. lcKay, wont this plan of yours
result in the federsl reserve bank handling all the iteme just
the same. Ve will take the First Betional Bank of Linneapolise
for inestance. Wont the other items that they get from other
banke in other districts be enough to them to handle with the
other banke in the distriect! You will have enough I think, in
your own dietrict, The federal reserve bank is going to handle
these items and they ere going to handle the mejority. All that
you will handle will come at the time reserve is taken in.

lr. MeKay: Do you know what thet mesns?! T do. I got
returns from all ocur banks of all the checks they paid.

Kr. Aiken: Exclusivé of -the checks paid on-the federal
reserve benks.

lMr, NeKay: One thing, the volume of checks will be re-
duced in another way.

kr. NcChord: It seemes to me wevhave got to divide the
checks. I think we had better confins ourselves %o the subject
of thie clearing houre and then get into the subject itself.
It is going to teke all the time we have got to devote to it.

lir. Cheirman: Mey I ask one question. 'The operati:n
of accounting between the federsl ressrve banks contemplat&d
by your plan, is identicel with what the federal reserve bank
in New York is doing. You are charging the credit accounte,

are you?

Mr. MeKay: No, we charge them direct.

Mr, Chairmen: But the proposition is identical with
your plan a8 I understand it, snd consequently whet yeur plan
contemplates ie thet instead of having 132 avenues of shipment, of
#¥X money between all of the federal reserve banks, that money
will only be shipped to Chicago. You receive from Chicage money

in eettlement of these belences and you reduce the routes for
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the shipment of the money in settlement of balances to 11 in
number inetead of 132.

lrs. koKay: Yes sir, that is the poiunt.

Mr. Chaiyman: And it is in effect, & method of arriving
at &8 meens of perfecting that settlement ot & central point, st
whet you regard ne a minimum of expeneej that ie, you ship these
amounts to oune central point?

Hr. lMeKey: To where your shipping facilities and other
ends meet, anéd that enablee you to get shipmente at a minimum.

Mr, Chairman: Your plan will slso contemplate that any
member bank in New York depositing fo its credit a check on
any other reserve bank, would get an immediste credit for that
ag soon =8 it has reached its destinationt

¥r. McKay: I pereonally would not fever granting im-
mediate credit to the perconsl mccount of m check unless it is
chargesble to another aecount thet has & credit with it. But
that is ancther questim. We were discussing the question of
the settlement of belences and not how they were going to be
made.

Mr. Seay: Your federal reserve bank st San Francisce,
how i8 it going to clear the credite or put them through yeur
clearing agency?! How ere you going to handle that, wait five
or gix days?

¥r. ¥McKey: Do you meen, going t& wait & few days, is
that it?

Mr. Seay: Yes..

Mr. WcKkey: And the federal reserve bank telegraphs
Chicage that it has received a draft on thet benk 2nd to credit

the account of the federsl reserve benk st Chicsge. That will

malle it valuable the seme day it is received in Ben Francisco,

e

~

Mr., Chairman: May I ask whether these checke are going
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to have any currency at all on that basig?

Mr. McChord: A s I understand it it would only be a reserve on

reserve banks,

Mr. Chairman: That is, a check on a reserve bank only that we are
discussing.

lire Seay: How are you going to handle bringing in a reserve bank
in New York,

Mre Chairman: Of course, you have got to recognize the objection
that for five deys the member bank in New York has a reserve credit repre-
sented by a piece of paper in the mdil which has left a balance in the San
Francisco bank, which counts as ‘a part of the reserve at San Francisco, and
it is a duplication, that is, a paper reserve.

Mr. Rhoades: I don't want to repeat this too often but I think
¥e ought to keep in mind that the whole essence is time, and you cannot
wipe it out by law, and the minute you neglect it you are going to build
up a great expensive system.

Mr. Chairman: I think we ought to refer to the Act here znd see
what it contemplates. Let us teke Section 16: (referring to lir, lMcChord)
that isn't the one, Mr. McChord, it is under the subject of notes, Section

132, I think we have all got a copy of this law in from of us. It is

paragreph 132, page 26, the last part of Section 16. I do not think it
has been changed. The last section, 16, paragraph 108 (Reading):
"Every federal reserve baunk shall receive at par {rom
member banks checks"” - - - (let us reduce this ) 'Checks
drawn by member banks against funds to their credit in
the reserve banks,'

it means to receive it at pars. Possibly before concluding

nis discussion, we ought to define what «Par" means,
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to heve any currency at all on that basis?

Kr. McChord: As I understend it it would only be a reserve
on reserve banks.

Mr. Chairmen; That ie, & check on & reserve bank only
thet we sre discussing.

lr. Seay: How are you going to hendle bringing in & re-
serve bank in New York!?

Nr. Chairmen: Of course you have got to recognize the
objection that every five deys the member bank in New York has
a reserve credit represented by u piece of paper in the mmil
which has left a balence in the Sen Francieco bank, wiich counte
es a part of the credit at San Francieeco, and it is a representa-
tion of the piece of paper reserve.

¥r. Rhoades; I don't want {0 repeat this too often but
I think we ought fto keep in mind that the whole essence is time,
and you cannot wipe it out by law, and the minute you neglect
it you ere going to build up s great expensive system.

¥r. Chairmen: I think we ought to refer to the bible
here and see what it contemplates. Let us teke section 13;
(referring to lMr. WcChord) that isn't the one, Nr. McChord, it %
under the subject of "Notice"”, section 132. I think we have all

got & copy of this law in front of us. It is paregraph 132, page

26, 1ast part of section 17, and the last part of section 16.

Thie is the &6t. Jemes edition. I do not think it has been changed.
The last section, 16, paregreph 108 (Resding):

"Every federal reserve bank shall receive at per from member
benks checke" - - - let ue reduce this ‘'checks drawn by
member banke ageinst the funds to their eredit in the re-
serve banke,'

That is, it meane to receive it et par, Poseibly before con-

c¢luding thie discuseion, we ought to define what "par" means,
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imnediate credit or otherwise. What does "par” meen! Wr. leKay's
plen, as I understand it, does mnot contemplate tresting these
checks as real par, thet is, convertible inte lawful money on pre-
eentation, at the counter of the bank which is real par I suppose.
In other words, every check is to be timed 1o the date of its ar-
rival and e telegraphic advice sent baeck to the setiling bank.

¥r. MeKey: The federal reserve bank intends that the check
ghall be par as far as exchange charges sre concerned and the cost
referred to there, is the cost of handling the ifteme, if there
are any, sand if they are in the district; end if outside the die-
trict the cost of hendling them in the benk, clerk hire, etec.,
and in any cesé that mey be incurred in the settlement.for ex-
change. The very thinge that we refer to here, or to whatever
coet the federal reserve benk is put to to make these settlements
between federal reserve banks and between federal reserve districts.
It contemplates that this coet may be charged to the member bank

for which the cost was incurred by the federsl reserve bank, and

: A
further than that the member bauk is supposed to hnquFight to

put that cost back on the drawer of the check. low, theorétically,
thet is perfect, but4practically it wont work at all. 4s far as
caarging it to the depositors of the member bank is concerned--
unlese all bapks are membersg-- and I believe by limiting the
clearings of federal reserve banke to their own districts, and
in eddition te that, items drawn on anolher reserve bank, thet
the cost can be borne by the federal reserve benks, snd that no
charge will be necessary to the other tanks. If the time comes.
if it ever comes--when fhe federal reserve banks are sble to pay
that theg member banke receive
their full dividends,/then this cost will gimply put the full

dividend with the member benks; and T think it will not be s0

great but that it cen be handled by the other bemks. It will
largely.

gitized for FRASER
ps://fraser.stlouisfed.org




The first dividend or part dividend will be deleyed a2 lit-
tle longer, but insterd of getting 10% to start with, they will
be getting 6 from the beginning. First the cost of handling
these items will have to be earned before the difidends begin.

Er. Cheirmen: 1% seems o me under the statute there could
be no question sbout depriving the government of ite share of
the emuluments of thie system becsuse this statute epecificslly
provides that these checks shall be received on depoeit ati par,
and the act contempletes that the federasl reserve banks shall
absorb some of the expense, which, however, will neturelly de-
fer the dnte when the government will begin to get an income,
but we perhaps will not be concerned sbout that at this meeting.

Wow, gentlemen, it is quite in your hands to consider
how long this matter shall be discussed before we attempt to
resch conclusions.

Mr. Fencher: Wr. McKey, in the matter of collecting
checks, this will apply only in certein districts. For instance,
in the matter of carrying part of these reserve accounte in
the smaller districis end part outeide, or teking outeide col-
lectiop-e=thet will continue this, wont it!

Mr. ickey:  They will have to continue some arrangement

with the correspondents as to handling them with the member

banks anyhow.

Mr. Fancher: Then your thought is to keep them coupled
up with the member banks outside of the district.

Er. lickay: In most cases the reserve within the district
will take care of moet iteme within the district. Inm Enxd the

Minneapolis bank they carry as much as they will need. The

federal reserve bank in eech district will mccumulate all the
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cheeke drawn on the members im that district.

Kr. Meksy Vells: Nr. MeKey contemplates that there will

be none of thet, end that the smell men in the small town will
come to his bmnk snd get & cbeck on the federal reserve bank of

that district.

¥r. KcKey: If he does not do that, then of course, his
i check i® not bnﬂdled at all. We cannot stop that, but we can
| discourage him. Another point thet occure to me ie if a bank
in Peoria carries sn eccount with the bank in Cleveland--
Clevelend ie in & different district--and the bank in Peoris
wants to gel & check in payment of its belance, why, you can
give the benk in Peoria & check on Cleveland that is drawn on
g the federal reserve bank and they can deposit that check im
Chicego, ®o you will s®ill be able to make exchanges between
the districts outeide in that way.
kr. Chairmen: It will be 8 purchase of drafts all the
time.
Hr. lcKay: In one case it might be. If we are going to
take checks on all iteme outside of the district, then the benk
et Peoria will deposit with the Chieago benk where it carried ibs

eccount. If we are going to teke checks on that bemk, which we

don't anticipatie st present, we cen simply get the Upion Nationel
Bank at Cleveland to give the bank in Peorim the check on Cleve-
land, and that is aveilable in Chicege or in any other city, or
it is evaileble in any bank in sny other part of the country.

Kr. Fancher: Of course, this ie going to Se a leveling-

up process, and just what form it is goin§~to trke and wgg it ise
1 going te hurt, we are not certain, but I think it will hurt
somebody. But in the case of a large volume of checks from Chio
to esstern benke, from a bmnk in Cleveland or (incinnati that

is meking & demend for New York exchange, the matter will not be

go difficult. We have been n shipping badis for the greater part

of this year. Now, if this scheme should be put in operetion
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its currency ond remit its dpaft on its reserve bank in Cleveland,
and the federal reserve bank would level it all up, I dén't know
whe is going to pay the expense. 1 eun see at the oulset that we
are very certain that excosshalances earried vetween ceriain elties
in our districts can be checked ocut. That surplus ig going %o be
dumped inte the reserve bank at Cleveland, and we sre going o
convert those excesses into New York finds. How mueh they will be,
1 do not kuow, We will play the paurt of the shipping bank.

¥y, MeKay: How that is the peint exacily. Alfter thls
plan comas in there wont be such demand for New York exchange, and
I would like to say that the bankers at Dalles fer instance, will
reduce thelyr rates and a grent many eothers will de se and you will

be driving everyihing back inte its natural channel,

dr, Chodymant Would not the banks within these stlier
reserve distriets be constantly seeking Chicage exchange?

Wy, MeKayt They would i{ they were debtors te Chasago.

Mr. Uolls: Well, we would be debtor to you.

Hre MeKay: If we could take eustomers' checks om emstern

e

points, But under this nev system there would be 12 different peints
of exchange all equally available and it would be just as good to
you if prmsantmﬁ, as Hew York exchange.

My, WeChord: HMay I ask if he con arvange in his plam

there an eutline of the cases of national bank notes offared foy

redemption.

-l
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the benk in Clevelsnd could remit ite draft on its rererve bank
in Clevelnnd, and the federal reserve bank would level it all up.
I don't know who ie going to pay the expense., I cannot see at

the cutsat that we #re very certain that balances cerried between
certein cities in districte where an excess is carried can be
gotten out. You have more money than you want to esrry in cer-
tain places but you lxxtxigygggtit out. I don't know how the
Union Natioml Benk hae paid at Columﬁun but our currency has
been there the greater part of thie year, end thet surplus

there is going to be dumped into the reserve bank st Cleveland,
and we are goihg to divide.those excesses into New York funde.
How mueh they will be, I do not know, kmasmam We will pay the
shipping agent. Columb¥8s will then decreese their currency

end we will pay the shipping of the reserve.

Mr. MeKmy: Now thet is the point exmetly. After this
plen comee in there wont be such demend for liew York exchango;
and T would like to say that theAbankere at Dallse for instance,
will reduce their rates end m grést meny others will do se mnd
you will be driving everything back into ite natursl chenrel.

¥r. Chairmen: Would nét the banks within these other re-
serve districte be coustantly seeking Chicego exchange?

Kr. McKay: They would if they were debtors to Chicego.

Mr. Wells: WVell, we would be debtor to you.

Vr. Mekay: If we could take customerse' checks on eastern
points. But under this unew system there would be 12 different
pointe of exchange all equelly available and it would be just‘as
good to you kXxam if presented,ad itha New York exchange.

fre. MeChord: Msy I ask if he cen arrsnge iﬁihis plen
there an outline of the ceses of national bank notes effere;

for redemption.
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Er. leKay:. If it is to come to Washinglon, as now,
the currency notes would have to come to the federal reserve bemk.
Mr. KcChord: - That is right, but ies it possible to collect
credit through the clearing hnousex of the bank®
MeKay: If the governmedt cmrriees & deposit the same
ae any other depoeit, some erangement may be made.
lire Chairman: Noet of their checks are now psyeble at
a federsl depository eand they cen be included in the proposition.
I do not 1like to interrupt this ddscussion but we ought
to be méking progress on & policy whiﬁh mey be importent. There
ere two matiers which should be considered in connection with
this whole_ﬂubject of meking new exchange rates. One ir what
effeect it is going tc have on the country bank, that now profits
by the business of meking exchange charges, snd the other is
‘the peseible effect--and this I regerd se & very important
guestion-~poreibly the effeect of devising e systen of settle-
ments by which national banks are going to get & distinet ed-
Vantége in metters of exchange over state benks, prior to some
method being osdopted by the federsl reserve board for the sd-
mission o? state banks so that they in tura, will be forced
to adopt eome plen of their own, end ultimetely heve the two
eystems mated againet eech other in an unprofitable and un-
sound competition. The state banks throughout the couniry are
watching the development of plans for producing checks at re-
duced cost of collecting debts with a grester rate of intereet,
ead, in some cases 1 believe, with & grest deal ofkccncwrn.
We are at a point vhere the sentiment from these twé pyetems
is going to develop from what is said here, I believe, very
largely; and I do not believe the managers of the banks will

disagree in this statement thet the eystem will be most of-

fective sfter zll the stste banke are entitled to membership.
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We want to obeerve & certain degree of cere in going so fast
in developing new things, for members of this system. Ve do
not went to force the stete banke to {eke memsures thai{ will
be inimical for the system. Whether we are going too fast or
not will have to develop by experience.

¥r. MeChord; May 1 say that the stete banks in Georgia
heve alreedy formed an associmtion for the handling of checks,
There 2res four hundred stete banks in the State of Georgia.

_\They have already consented to join im such an association.
.There are 114 netionnls. And now thet system is already undesp-
weigh, thet you speak of, in our Htste.

Hr. Chairmwen: Yes, and coin&ident with the development
for facilities for member benks considersble facilities should
be developed for the state bankse.

Hr. Weld: In thie connection youmay be interested
in the article in a peper of Horth Lakota se followe:

"Fargé, North Lekote, December 8th. The regional banking
systaa under the new federal eurrency measurs msy result in
practically all the lesding national benkse of North Dekote aban-
doning their charters and changing to state banks.

"The cauee of thie proposed change ie the dissatisfaction
with the system of handling reserves énd the lack of informatiin
regarding what the regional bmnks will do on the securities of
the Horth Dskots nationels, Bhould the tike arise when nouney
wee badly needed in this Stete and it would be necessary to put
up these securities.

"It ie reported that before taking eny radicel action
leading North Dakote representatives of Netional benke have
gone to the regiomal benks of Ninneapolis, Chicego, and else-
where with large bundles of their papmer, not that they weant

immediete loans, but to learn how the securities would be passed

upon if conditions arose in this State whieh would require that
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they be put up as collatersl. The future of the North Dakota
banks depends upon the resulis of these investigations.

"Under the regional system the reserve funde of each
national muet be depesited with the regional bsnk of its dis-
trict. Thie necessitates a withdrewel of the reserves from
corresponding benkse in big financiml centers. As & reeult the
North Dekota naticnal banks cen nok longer expect courtesies
from the benks with which they were formerly affilisted, and
if they require money they must necessarily look to the regional
banke.

"It is a foregone conclusion that if = dozen of the leed-
ing nationals of this state sbandon their charters and teke
etate charters there will be a stampedé for state charters in
Horth Dakote. Bimilar action in many states would practically
nulify the regiounsl benking system as the reserves would all be
withdrawn. ¥or this remsgon it is anticipated the officials of
the regional bunk will have 2 liberal policy for the smalier
nationals of the country.

"North Dekota financiere mre grently intereeted in the
developments and the result of the investigniion® now being made
by representalives of the nationals of thie state.”

ir. Sawyer: You don't teke that seriously do you?

Mr. Chairmen: We are getting awsy from our subject.

Kr. MeKey: Let me observe that the country banker will

be deprived of the exchange charges thet he has been meking,

Exkxnaw
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and the small couniry panker is not the only one thet is going %o
lose exchange. The New York rules will be modlfied so thet all
{tems that are accepled for immediate credit will De taken at par
by the Wew York Glearing House payments. Kow, the New York
bauks are still going to charge the regular rates on the dtems
on the non member banks, - The benks that are nobt in the system.
The result will be that non member bank checks will be at a dis-
count, and member bank chekes will go ab par end non member banks
will be compelled %o provide a place for their checks at par or
else join the Federal sysbem. Thatl is one cide of the proposition.
Here is the other.side. ome large non member pank in Chicago
gaid they had & check on 4me-s cerbain bank and the manager sald
whet am I going %o do wth this check? I gaid we were nob prepared
%o take outside of our district, but if we were I might teke it
at par unless he jolned the sysbem. Le said"®@hat shall I do with
jt,"and 1 gaid "Send it down there" and so he sent it down %o a
penk in Atlante that is not & member of the Federsl Reserve Board.
He got his returns st & dollar & thousand because he hed sent 1% %o
Atlante to a2 non member penk,  Now then, if thig benk had the same
trouble with its other items, it would ve a stromg leverage on getting
them to join the system.

¥r. Chéirman: That would be true if the other objections
to the admission —— that the State panks have to the admission to the
system were removed.

Mr. HoKey: Yes, we &re supposing that.

Mr. Chairmen: We &re glways supposing that better things in

the system will induce the State banks to come in, and on that point

you have 11lustrated it exactly as 1% should be on that point. I
personally am afraid of developing the collection system now to &
point where those sdvantages will begin %o develop in the minds of
the state banks, although their objections have been overcome by
the regulations of the Pedersl Reserve Board now. Therefore I
think we should be careful not to erect varriers now for the ad-
mission of state gystems or force them %o erect barriers that would

compete with this system, end then possibly never get them in.

“
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Mr. HcKsy: As regards the fairness of charging up to a
member benk's account at par in any district there is this: They
are 211 members of & clearing house system, one hes i%s checks
cherged up to it at par. In return for the privilege it oé.n get
oredit &t par for any runber of banks of that system on the same
basis, and all checks ghould be &t par within any district. There
is no question iz my mind about that, within each district. That is
the only way we are going o handle chécka on sny of the banks.
Wow then, ae regerds ihe interest handled by the couniry banks/

I o;m mot speaking of the couniry bank s small bauks, but in all
country benks, &s & rule, they have arrangemente with correspond-
ents so that they do not have to yay ey exchange, and they are
getting the best of the deal 21l the time. Any benk in the

State of Massachusetbts is willing to remit at par %o the Doston
clearing house without & single exception, and that has been go=-
ing on for fifteen yeare. I believe it is the best system we
have except this Pedersl Reserve Bank system. The systen extends
all over the country, and should be just as good in the New Emgland
states as in San Francisco. I think it is the correct poliey.

¥r. HoChord: In &irect answer to that, you take a littlg
bank in the interior who has no mesns of cresting an exchange, ex-
ecopt at certain seasons of the year. These people have to remit in
gurrency tc meke their balances and they get thelr checks cleared
at par, as you say, and they get a balance credlt there on which
they get interest. To force them into tho sysien whore they get
no interest end where they mmkxmm have to pay for the checks, I
gtate to you right pow you will lose 2@ greal meny mgmbere. of that
force.

Kr. MoKay: I believe every benk gshould yrovide 2 place
for vedemption at par for checks on it within & certaln district.
I believe that is the correct 'folicy', and all the members of
this syetem should be on the same bagis.

dr. Seay: That develops & very intsrosting proposi-

tion. You will find a banii right next door to another bank

“f




and 200 miles from & Federsl Reserva Bank, and it nevertheless
would send its check on the 20-mile disbrict to the Pedersl
Reserve Bank.

My. MoKay: That is another point &hat will have to be
threshed out later. I think those ceses will have to be %taken
gare of as they come up, end it will be suggested to these two
benks thet they exchange checks with each other and settle
with the check on the Federsl Reserve Bank.

¥r. Seay: ¥r. Chairman, we immediately approach our

subject and then withdr&w}oy econsidering something else.

¥r. McKey: This a1l came from Mr. MeChord!

My, Chairmen: We seem %o be in a frame of mind %o reach
a conclusion, if possible, and I have no suggestion to meke about
1% whatever, beyond expressing what 1ittle opinion I bave, not
having the experience of gome of you. Bubt I believe this absolute~-
1y: ‘that we have got. %o act mighty slow sbout revolutiomary
things, and whatever you decide to recommend is your decision; but
1 cannot help but feel that we ought to go pretty slow in beginning
to develop & sharp line of demsrketion between the business of
notional and state banks. Ve ought to be bresking it down rather
than erecting & barrier for swhile.

¥r. Wold: In this commection, you had a telegram, no
doubt, end we had one, agxing 1f we were prepared to clear gcountry
checks. 1 have severzl in my pocket of the same fenor which I
have not read! 1s there any disposition requiring us %o do that?
1 think we have got to be very frank with each other about the
attitude of the Federal Reserve Bosrd in this matter. Prankly, the
opinion of the poard in regard to the currency of the country checks,
in my opinion, has been very largely formed from 2 preliminary com-

mittes that was appointed, and 1 have read through some cf that com-
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mittee's repbrt. It is a very pretty thing in theory, %o consider,
but expressing simply my own view I think it is as dangerous an
experiment as could be introduced in a banking system of 2500
banks, if they all come.in. Wwe are leaving out of considera-
tion any question of the goodness of the checks we are going

%o handle: whether they are real checks, or''floaters, kiters"

and every other kind.

Mr. MoKay: Of course checks will come for redemption
very mich quicker under this system.

Mr. Chairman: Yes; but under this arrangement we have
s plece of machinery where a check 1s treated as simply a bundle
of paper or cordwood; vhereas as I understand it now every fellow
in the bank is watching his checks to see if his customer is able
to take care of{ his endorsement, and when an account bas reached
a dangerous position, it is checked up.

¥r. McKay: The checks will get beck & good deal quicker
under this new system.

Jr. Tancher; 1f you facilitate the matter of getting
s check around to a peying bank, so mmch the better for present
conditions. No one can estimate the amount of floating in-
struments to-day.

Mr. ¥ecDougall: We have had ik experience of an
interesting sort in Chicago. One of the Indianapolis banks opened
up with us with $323,000 from reserve payment. After we began
taking the items on reserve cities of our district the account
went down to $125,000 by charging up to their account the
i{tems deposited with us on that bank, and that represented
$100,000 2 day which was being gent to Minneapolis. The vice-
president of thig bank came in to see e and he ssid,"If you
send us $200,000, then we will be overdrawn with the Federal
Reserve Bank in Chicago." We have the required amount in
reserve at all times. I can carry a 1ittle more thsn what

you are going %o send.” I said the thing for him %o do

wes to carry enough excess Ireserve on his books so that he
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would have the mindumss required on cur boeks, and that he had heen cone
dueting ide dusiness on move oy less of o fivad, and draving on them, and
while they chowed n pwﬁy good balance, the astucl lomnshle funds might
pot be more thum §120,000 er even less than thabe

v, Chufrmant Io there anything in this law whizh pemdis o
Pedoral Reserve Sask to charge t0 mombar busks accounbs chesks <dyawa on
the meubeyr baskd

Nrs Hokay: 1 den't kuow whether there 4a or uots

lre Chalrmang Y there any licesse other than the comulties's
report harel

| Y, HeKay: The sumsdtbee heariog on October 208h racomsended

thats It 4o &n the reperts

bre MeGhord: If we don't charge uwp Yo oach meubar banmk thelr
ghecks hew are 34am godng to handle them in your system of accounting?
Pe you sarry thex sy a collsatien itemt

jir, Bebougells It 4s charged against the cubside bank.

¥y, VeCherd: If you oredit it inte the mewber hank snd eharge

the differencs tu the clearing what seuntry credit have you got e figure

for your veserve against the other two eredlts?

by, Dardwell: While the item is oul 4% is “due from banks®
and you deduct it from “dus o banke" before you make youy reserve cale
sulations.

Yre Me Chord: You simply déduct 1% mwnd 1% don't perpdt gou
to earry the reserve cloaring that you take frow the totals

Hr. Beays Theve is anethev aspect of that Iadiannpelis onae.
You roceive these chesks for §125,000 on the Indisnapolis bunk and redusce
the reserve of that bauk., It sesma %o me that 14 i1l add to the deposite
ing bank an equal amount,

Uy, VeKay: It dncreases the funds of the bank videh dapenitas

them on which they c¢ouid check aotounis. 1f the other banks are going

to maintain the reserve deposit with your itema, they eon draw out the

sthey Ltems whioh show a doficiency in that ascount.
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would have the minimum required on our books, and that he had been
conducting his business on more or less of .a’float, end drawing
on them, and while they showed & pretty good balance, the astual
loanable funds might not be more than $120,000 or even less than
that.

ir. Chairman: Is there anything in this law which per-
mits one of the members to draw & check on one of their members
with you?

Mr/ MeKay: I don't imow whether there-is or not.

Kr., Chairmen; Is there sny license other than the
commi ttee fyrmximora® formed hare?

Mr. McKay: The committee hearing on Ogtober 20th
recommended that. It is in the report.

¥r. MeDougall: Mr. Ripley, who is vice-president of
the second nationsl bank, was out to lunch with me the other day,
and this very guestion of charging on checks was brought up., This
nen represents four of the largest banks in New TEngland, and the_y
represent & third of our capital and a fourth of the best bankers
in New England. And he said everyone of them told him they did
not believe zhf; were justified under sny circumstances in charging
up items againast the balances of member banks against us until
those items had reached the bank and been paid, How, all through
our country the clearing of those items practically occupies four
days: two for transit down, omsxfmexkeswsk and the other for
remi ttance back. That is, in our country clearing system. So
that I am guite sure that no system which conbtemplated a shorter
transit time would be tolerated by our member banks throughout
the country, efter it has taken ten years to get our banks up to
the poipt of doing that, and by a great deal of diplomatic work.
ind it has resulted in what Mr. MeKay has récogﬁized as one of

the most admirsble systems of handling such items in the whole

g




igitized for FRASER
tps://fraser.stlouisfed.org

ikt counbry. I know the country banks very well, emd I am
very sure that we should have 2 state of open rebellion on
our hands at’once if we contemplate charging these balances
on our books; Fow &t the present time they take credit for
reserve purposes I know. They then send these checks to the
Boston correspondent, for imstence, and they do not make a check
against these balances for a day or two days.

¥r. Bardwell: They ere creating a fictitlous reserve
and we ought to break it dowm.

Uy. MoGhord: If we don't charge up %o esch member bank

‘their checks how are you going to handle them in your system of

accounting? Do you 'carry them agd & collection item?

¥r, MeDougall: It is charged against tThe outside

Mr. MeChord: If you credit.it into the member bank
énd charge the difference %o the clearing what country credit
have you got %o figure for your reserve ageinst the other two

eredits. ¥r. Bardwell:

Mr, Berdwell: While the item is out it is due from

the banks before you deduct the reserve.

Mr. MeChord: You simply deduct it and i% don't permit
you %o earry the reserve clearing that you take from the total.

Mr. Seay: There is another asgpect of thal Indian-
apolis cese. You receive these checks for $125,007 on fthe In-
dianapolis bank and reduce the reserve of that bank. It seems
to me that it will give an amount proportionate tc the deposit
of those checks for $126,000 on those funds.

Mr. MoXey: It increases the funds of the bank which
deposits them on which they could check accounts., If the other
banks are golng to meintain the reserve deposit with your items,
they can draw.out the other items which show & deficiency in

that account.




Wr., Welle: You might hold the other benke up in the

air on that thedry.
- Mr, Beay: It tekes the compensation away from you on

that theory, of hendling the checks.

Hr. Welle:; Ny thought wes not handling the chetksSew=~

Mr. Rnfdes: You teke the iftems on a2 number of ths bsnks
and tell tném thet they might withhold what they will sgree to
send and it will delay a veolume of items upon other member banks
and netiomal banke in thet distriet. 7o offset the items, we
might point out that it would be better to make & clearing house
arrangement of it only upon that besis. Chould we do so, we
would have the chocks and carry them as in trensii only. Ve
will get the.refurnsg, 'give credil to the depositing benk, im-
mediately upon receipt.Where we cennot get the deposit, to take
this action would be to work on'e floating bagis,. If Tpdian-
apolie and Duluth could give ud credits in thet wey, it would
help to absorb all the deposits.

KHr. Rhosden; I have hed & discussion with sll the banks
in our district at Gincinneti, and Cleveland snd Pitteburg, end
to & men they seemed to have in mind the matter of not permitiing
their reserve incoming items until they have been receivéd.

lr. MeKay: Are they willing to do it thenj-e

Er. Fencher:; Mbrolutely.

Mr. Weckay: Here is the point that comes up. Ve have
juet gotten to thie point in our present bank organizetion. If
we are goiang to eend out these statements to 97 or & hundred
different banks, and where only these iteme are charged up, we
will have to keep a nighi force on hand eviry night in order to
get the sintements off, and we will heve to weit until the transit
department is through, becausge they meke these charges. The

solution of the whole thing which should selve the matter is
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this: To chérge the trameit total to the accoynt thet night and

sive it to the bookkeepers the next morning, snd let the book~

keepere cherge it up when he hae time to do it. We can reach
the bapke in our district in one or two or three or four daye.
Thet might remove the objection. It would save @ lot of time
if we did that end got our stétewents out early, and When the

statement comes iny we mre going to credit there items, one
dey later in our distriet.
¥r. 1 eChord: Now; ¥r, Chairuan, we hrve discusged this

-

qaetter very thoroughly. make & motion-~-1 do not mean to be
underetood as wishing to in. any way, enter imto service on the
committee for the motion I mm going to meke. I move thet ihe
Cheirman of thies Board of Governors eppoint a commities of
three of there Coverrors, or five, es you see fit, to present
to the body ms suggested, a plan such as we have been discussing
end let us then vote on it, yea or nay. We will then be ready
to coneider the propoeition definifely and be ready to take it
up with the rescrve board. I believe that ie ihe best way to
bring the matter to & solution, becsuse we may discuse here
snd keep on discuseing for the next week, and each of us will
heve hie viewe to present on the matter, and at that rete ve
wont know when we will be esble to get away. lHave I got =
gecond to thet motion! We may mske it to a commitiee of tihree
or five but I do not want to serve on the committee.

Wrs Seay: But are we not teking up the same pointe
in our discussion here thet will be covered in the report of
that commitiee!?

Vr. ¥eChord: That committee mey consider it and better
present their conelueions to us.

r. Rhosdes: Referring to éum respective districte, or

ized for FRASER NE
:/lfraggr.stlouisfed.org
bral R




gitized for FRASER
ps://fraser.stlouisfed.org

Mr, Chairmen; Here is something offered by Nr. MeChord:

"A resplution adopted by the NMississippi Bankers Agsocin-
tien, Jackeon, iississippl, Kovember 27, 1914. BE IT RESCLVED,
That the secretery of this association is hereby directed to
trensmit the following sddress tovthe Honorable federal Reserve
Board in Ysrhington:

We filicitate with the natien in the grest schievement

sgcomplished in the Federsl Feeerve Act end look earnestly end

80 %
hepefully to it being administered as to invite mrd atiract

all classes ol banke to membership.

Ae 1t is a vital necessity thet the Missisedippi banks b e
permitted tec eern exchenge on cusiomere' checks 28 herstofore and
ag any iofringemert upon this right by Federal Keserve Banks will
be prejudicial to the best interests of the bauke of Missiesippi,
which, with 0nlyv9 few exceptions, derive a large percentage of
their net earnings from thig sourte--the ssid earninge being only
normel-~the iississippi benkers in meeting assembled, looking to
the best interest of the FPederal Heserve System, as we believe, do
hereby petition your honorable body mot to invoke that provision
of the Federal Reserve L¢t whigh autﬁorizes your honorsble body to
cauge the Federal Reserve Banks to met as clearing houses.

If this is undertsken by the ?e&erallﬂeserve Banks

and member banks are forced tb par their cuétomeis’ checks
-

and, iu addition thereto, to bear the burden of expense

thereby incurred by the Federal Reserve Banks, the loss

of revenue and increased expenses would so severely penal-

ize Hissiseippi banks as 10 meke the system a positive mon-

ace to their welfare.
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rother to the matier between the 12 benke--
Wr. deChord: I think you might just as well make up
your mind tnat the bankers of those districte are going to get
the matier of colleciing checks arranged just es roon se pos~
sible, and se soon &8 you have gotten this metter settled, the
soonsr you will close the guestion all ower the entire country.
lr. Fracher; I do not believe that becmure the member
banks #re going to pay you with a part of their bed reserves,
and you sre golng to continue to debate the matter for the
next twelve months without much change, I do not think the
frnet that they have made that preliminary tranefer of reserves
will in any way bring the matter to a definite coneclusion; so
far se concerng the clearing of these country banks.
ir+ KeXXxz Fancher: Ur, Vells of £t" Louie is nll right
I toke it.
Kre Welle: That ig all right. T do not believe that
ghiould come up now.
| ir. Seays . They have been compensat®d twofold by the
rediscounting benefits and the asauranca.to the country of the
lowering of the discount rate generslly. I think they have re=-
ceived the benefite which they all ought to sppreciate at lemst.
Br, Wold: The irouble is that too many of the banke are
up in the air ebout the fee proposition, and they want to know
how they are going to get by with the same old charge.

Wr. MeDougsll: Y had a conference with & representia-

tivef of a number of pmsmxxs banke in the reserve cities, and

in the beginning of the meeting I think they were just as poei-

.. ¥ive perhaps, ss the representative that ¥r, Aikem invited to

lunch with him, end they sgreed with the reprerentatives from

Pittsburg end Clevelend thet it would not be well for them to




charge & rediscount in their mecount, buti before we left the
discuseion that afternocon, ! believe they were very much more
in sympathy with it when they realized that they were going to
get more for the same number of items from their districts. In
other worde, as a practical metter, the propesition has made
en appeal to them, snd they heve conceded the juetness of
charging iteme which they had net heretofore conceded, but as
& practical matter they are willing to allow these charges to
go into their mccount and they were of the opimion that it would
result in their ecarrying sufficient excess bslance towarde the
federal reserve bank in hendling the general elearings of iteas
individually. I believe that our member banks, if T may take
then a# & feir guidance, have come quite to the conclusion that
the offsetting’advantﬁges of this set will warrant their losing
their exchange dharggs; and unlees the members in kr, FeChord's
district start something, I believe the members in the 11th die-
trict are going to mecept the offsetting advantages against the
profits they heve been getting. But I do not believe there will
be any converts.

Hr* Chairman: That is certainly a different view point
than those we have heard mentioned here before.

ir, Welle: I have discussed it with the people who are

contempleting a general chmnge and who have been kept amlive

during the peried of the formetion of this law by the poseibil ity

thet if will work for & better all eround adminietration in benk-
ing methods, end they"are willing to get away from the condition
of affaire which hes been surrounding them, snd when the time
comes for us to have borrowing facilities, we will find ourselves

more or lees 1&HIM loathe to-do this. T an tol king ebout the
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expression from individual members. I may be wrong about my
conclusions in that respect but I believe they are reconciled
to the view that it is coming, zund that they are willing to ac-
cept 1t

r. Wells: The other day I happened to be in Cleveland
and we had abeut 360 6f our members in Uleveland at a conference
which we attended., Mogt of the Hhings we discussed, and in that
general discussicn they sesmed to have get &% into thelr
minds that thies propositiocn of cxzchenge charges is going to be

broken down, They eaid here we have been putting some of cur

reserve with you withent lnterest; what are you going to do

for ne? But they have got thed in-their minds g0 that I believe
so fer as the distriet is conceraed, snd any bonk bscoming dlse
gruntled over losing sny exchange --- I do not think you will ex-
perience 1%.

Hr. Seay: Don't you believe that iz based on the sug-
gestion thet the federsl reserve board is 0 be ---

Mr. Wells: 1 think 1% is on tre sssamption thel we are
handling everything bn a par besie =p far ss that distriet is
congerned.

My, Seay: I do nct think it is so closely sonfined.

My, MeChord: I have a four pege communication from one
of your banks which I have in my pocket and which I bave noy
read, but the contents of vhidh I already kmow, haviag re-
ceived a number of othor letters of the same temor, making
very meny suggestions, and im detsil, as to the manner in which
the faderal reserve board of sppezls csn handle matters on points
where Stete benks are comcerned. I will edfer this for inglu-

sion in the record,
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fle believe that fis view of the question apvlies
generally %o all counbtry banks in the South; to banks
genorally in the emaller c¢ities of the South; and, to
& substantial degree, in the larger cities of the
South,

We are likewise led %o believe that the earning
of emchange on customers' checks is a source of sub-
stantiel revenne 0 banke in the country and smaller
¢ities throushout the United States, the practice
even obtalning to some exbteat in New England,

We especially petition your henersble body that
in the event you give serious consideration %o clear-
ing customer's checks by the Federal Reserve Danke,
that before permitting same 0 be underteken by them
you first meke imquiry o¢f the state axd national
banks of the entire country and escertain their feel-
inge and practices in thie regard; aund particularly
the proportion of their net earnings sequired by
exchengs ocharges.

We would further respectfully pray that before
issuing such an order %o the Federal Reserve Banks
that would seriously afflict, we believe, a vast
wajority of the bDenks, that your honorable body

give the country banks a hearing, with suffiocients

3% mnotice t0 ensble them to properly prepare aml

present for your consideration the fact support-

ing their position,
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hora,

Hre Chadymand Y Wold, 4% weuld reguive poing over all
the ground o have discussed tedsy 4o being 1% %6 = poiut where
they would have our understanding ef 44, and I oan assire yeu
that after discussing 14 ameng the lié man in this vreom, ve shoudd
ko able to aygros en Lt wommdncusly so that we cam prevent 1% ve
the Foderel Neserve Board, and if we d4ld that I think dthey weuld
boave a gensral sigh of welief,

Hr. Uelougal: 1 suggest that we leave this for twe or
twalve vonthe honds. :

e A Aems  The gquestien iz dhe questicn ef svtileasst of
halancon effored fur ueesplanve ond of couvonience %o thas, and
after further coumidoring thie plan £ thisk 4% 48 very sosential
that we should arrive ot sene alfirsative deeiolen, sosething
mhich will satisly the sembars of our banks as o result of the
twe mnd o kalf days we will bave opeund hove, if we slell have
sottled that one thiag and nothing else.

Hr, Velougal: I am willing to stlek te that besuuse I
thisk we would mot weke any progrews unlass we debide b take
immediate action, The conditions prevailing are wet satiefactovy
in our disteiet, aud ve camed go aleng with this wndless we muks
up our minde on senebhing definite.

Hre Chaleaani I thiak in few York we wild de willing to ge
ahend on the hasis of thess soe-tallad yeeipreeal asvowris, between
the Pederal Neserve bunis for o peried wntil somebedy desired te
stop 4%, but I think wy proferenso would be te adopt scmelhing
videh way bo suggested that we have med yet thought ef, but which
ﬁwwamnmawﬁu&wm bobroen the banks as &
methed By which Pedoral reserve checks shall be handled, with aa
agreed basis in sdvance of the peried when balantes sy be sotiled
WMM“W”WW“W

G/
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Kr. Seay: Do I undersiand thet ihis is simply e copy
of the resoluticn that the secretsry of the bosrd sent to us?

r. MeChord: A copy of the resolution was sent to me with

]

the urgent request thei I present it to the board a=zd malse to the

»

govermnment, yes eir. T have, supperting that coutention, lete
tors and telograme from Tennessse, Floride mnd Alabema, making

un the disirict of New Orlemns.

de

¥r. Chairman: Ars those from the associations of those
Stetes?

kir« MeChord:. No, they are from the individuml benksrs
and federal reserve barks of Atlanta, urging thet the resolution
be given due considerstion and thet the interest be protsetsd
and T am simply seting as representing my constituents.

Er. Fhondef: T would suggest that these exchange charges
have broken in on the whole question,

Kr. Mebougall; If they had been broken down yerrs ageo,
you would have XBe¢ than that to show for it, but they heve
sboutl reached the point where they are willing to teke all the
benef ite the system confere upon them.

kr. ¥eChord; Tn presenting the resolution, T wish te eay
that T have guite & number of telegraus and letters, I em pre-
senting for your coneideration, snd pgesibly you will went to
arrive at scmething which ie equideble and just to be considered
in iine with my thoughte a 1ittle while BE0 .

Kr. Cheirmen: It ig neﬁ ten minutes to seven., Will

anybody offer & resolution? I believe Mr' MoChord's resolu-

thon hes not been seconded, but I believe under the parlismentery

rules il ie proper to discuss a resclution without ruling on it.
Hr. Wold: Isn'¢ it poeeible £hat the federal rescrve

bamd boerd mey have some thought that may be of interest to us

on thie subject which might help to solve it, and I suggest thet

we should broach the matter to them after a further discussion

16}/




whigh would give the evaditer hank the right e call fer a shipe
wend of ourvency, or pessibly by an agromuent on the wide subjoet
of shipments, 4t could be loft 4 wheynnes for asdjustacnt individ.
vally betweon the Pederal meserve hante and the cest of shipment
wrportioned bebtweon theu sums way«We shouldget & Iitile more ax-
poriences hafore adopting souwetidng mere madical, as te how these
acovanbs will work suts Por instanse, Af Covermor A iRkem states
he huo scenmdated teo mueh balango An How York e

lire Vebougals Lot him earry en poyt of eur bhulanse.

":;tr. Chedyemnt Ve sould vary readily oxchange telograms with
him by whieh ve could make dmwodiate shipoend Lf he had sny dewand
for gurronsy.

iy, Fanohert You have a balance in Yew York. low have yeu
boon workiog that, iws Alken,

e A fkem: Thero was depesited with me yestewday {500,000,
it iz entirely cenveivabile in our relotions with New Yerk that we
might run twe or thres miilicn dellars in a days The exchanges
at timen mro very heavy. |

five Fuscher: I thisk She situstion Shore L3 probably the
largast.

1we Mokayt Probably o million dellars would go through our
bonk ot o thoe.

Mr, Semyt 7 his 48 u time vheve the funds of the banks are
Iistle needed, and wo are now in o posiiiod te make experiments,
go that 1 bedeve vefore we adepd a plan, however wise and well
thought of 42 may be; 4% would be well to 4ty this thing

«624

itized for FRASER
ps://fraser.stlouisfed.org .




here.

Mr. Chairmen: Nr. Wold, 1% would reguire going over all
the ground we have discussed ﬁodﬂy t0 bring it where we would
heve & point where there would be an undersianding on it, and I
cen sssure you that after diseussing it smong the 12 men in
this room, we should be eble to mgree on it unenimously £o that
we cen present it 1o ihe federal reserve board, and if we did
thet I think they would he=ve & general pigh of relief. I

stiEr. ¥eDougell: 1 suggert thet we lesve this for two or
twelve monthe hence.

dr. Aiken: The question ig the question of settloment
of balancee offered for meceptance snd of convehience to them,
snd sfter further comsidering this plan I thinki¥ﬁ very essential
that we should arrive at some af firmetive decision, something
which will patisfy the members of our barks as & result of the
two and 8 half days we will have goent here, if we shall have
seitled thet one thing snd rothing eleo.

Kr. MeDougall: I ém willing-to gtick to that because
nirk we would not meke any progress unless we decide to
t{ske immediate mction. The conditions prevailing édve not
gatisfactory in our district, and we gonfiot go along with
thie unless we make up our minde on something definite.

¥r. G airman: 7 think in New York we will be willing
te go sheed on the besis of tﬁe#u so-called reciprocal actounts,
between the federal reserve_bﬂnks for‘a period when somebody
would be sure to stop it, but I think my preference would be that
pomething may be suggested theti we have not thought of, but which
we may sgree upom which will Dbe & putual arrangement between the
benks for mecounte in which federal checks shell be handled
with an sgreed basis in advance of the peried when balances may

be settled by shipment of currency or the ameunt of balances

A7
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£ ”immgm ¥ps Thers 18 net 3 odngle bank ot weuld ohjoet
te seoundadidng o cenfortable baluses of ene er twe oy thres
miiides dolinrs due Yy swother hauk, Lot wo see LY there i
n wythod of offesting n clewranus betwveon the Fedoral reserve

bamke for s vhile, sad 2ot us tey 40 ond thon Zeb Segother aad

e Gmn Ao the gt of pructiead aupericnse bo abls to devise
@ plan dhe rosuld of whieh vwo con bellor forcece than ve em
5iite

Lre lgbougalt  “mecpt thet yev do et effar the poang e

Mye Chalmeans I hove ned ouch exporienss in the mmbtor
med do wot kaow hew 88 would werk oud im New Yowk &n the apriag.
I eom dumgine 44 would man vory mush agubnot ve and that we
b B &&w o 2008 doad of rocerve oving %o Uhe chipaoats of
sarromeys 1Y winld odd bo Jetdiad Yo ve and &5 we did tie wp
tan or Tiftosn @Mﬁ.ﬂxm thad vay, I canmet oot that it 48 polng
to It us o0 vory omele

ire Yoddt In ewr dletriet wo have = teshades) situaiion
which I do st supoess axieds in wy ethowr, 26 we have toe
rooerve slides, Mneewpelis and 5 te Pauly sed dinsespelis
arondor o graad denl of 6 4, Foul axghange vhich ‘daneapolis
Aous ma by und bae diifleudiy An mfm&fﬂﬁ on it 5 he
would be feoresd lute the seoessity of dopouiidag thosze chotke
on 5 e Meul and fn tuen dew hey chosk apsinst the Federal
rmm tonk and send 4% Lo Wew Tork, and wo weudd bo furnighiag
Whee 40 the Hew Yok omshouge witheud my profit eor wWitdumbe
f;mmmm of o qibck rotups, and thore Ls the preopect of o
lons theg wo ure yumalng on these chaoks,
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which would give the creditor benk the right {o call for a ehip-
ment of currency, or poesibly by an agreement on the whole sube
ject of shipments, it could be left in abeyance individuelly be-
iween the federal reserve bunke and the cost of shipment apper-
tionad tetween them some Wﬂy,‘ $o got = lﬁttle more expérisnce
before taking 'something niore r&ﬁ@bal g to how these mccounts
will work out. For instence, if Governor Aiken states he has
aocumulated too much trouble in New Yorkewe

lr. Welougall: Let him carry on part of our balence.

Mr. Cheiruan: we could very resadily exchenge telegrams
with him by which we could make immediste shipmeamt if he had
eny demsnd for the exchange.

¥r. Fancher: . You heve. & balsnce in liew York. low have
you been working tnet, Mr* hiken?

‘r. Alken: From floster checks in New York we have sbout
§10,000,000 excese of Boston clearing house bank notes, and they
hsve been declsring an emergency currency there, and we have beem
on currency from Albeny and New York, snd there was derosited
with me yesterday £80C,000. It is entirely conceivable in our
réiationg with New fork that we might‘run two or three million
dollars in @ dny. The excheanges at times sre very heavy.

ur., Fencher: I think the situstion there is probably
the lergest.

Kr. Hekay: Probably 2 million dollare would go through
our bank st a time.

Mr. Seay: Thie i® & time where the funds of the banks
are & litile low but where we have @ little on hend and we are
not in & poeition to meke experimente, #o thet T believe before

%8 Bdopt & plen, however wise and well thought off it may be,

it would be well to try this thing experimentally end see where

&

G2
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lide Chairman: You would got CUrPeney.

Hre Wold: Yes sir.

ir. Choirman: That might make you a dumping ground of
oxchange but we veuldlbe the wltimate dumping ground and
would have to ship it o you te recover. It would not
affect your reserve position waterially.

lire Wold: Mo, not necessarily.

ir. MeDeugal: 7That is just what we are doing with a
mewber bank in New Yerk.

lre Wolls: That is a matter of o fow hundred thousand
dellars. Forinstance, in the case of a recent advance %o Wagce,
Galvesten and San Frameisco, I will get something back on the
proposition from perhaps Waco and Galveston and San Fraueisco,
but certain ethers of the coast cities we are not se sure of
for immediate return. 1In other words, where it abserbe a con-
siderable amount of exchange in the mail owing %o delays, it
is a question whether the transaction is a profitable one or
which mwight be better arrangediin some other mavmmer such as
contomplated by the act.

Ve MeDougal: I do not ses any other way and that s why
I voted negatively upon meking checks drawn on our people at
Hew York at par, because 1% is going o mean that we will have
to sh;p the currency which they finally have %o send 4o ue as
2 result of this plan,

Wre Chadyman: It would mot be altered at all if you ave
godng to meke the Federml reserve banks pay,

iirs Yancher: II you are going to go outside of your distrh
and permit members to draw a check on you through New York, it

seens 40 we that it is going 1o umnecnssarily complicate maiters.

A
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we brought up. There im not & single bank that would object
to accumulating & comfortable belance of one or two or three
millionm dollars due by asnother benk. Let us see if there is
e method of effecting & cleasence between the federal reserve
benks for a while, and let us try it and then get together
and we can in the light of practical experience be sble to
devise a plen the result of which we csn better foresee than
Wwe ‘CAn now,
Kr. VcDougell; Except that you do not offer the means.-
Mr' Cheirmen: I have not sny experience in the matter
end do not know how it would work out“dn New York in the ‘spring .
I can imagine it would rum very much against us and that we
would lose & good deal ‘of referve owing to the shipments of
cotton. It would 2ll be debifed to us end if you did tie ten
or fifteen millions that way, 1 &snnol see thet it ie golng to
hurt ue so very much if we can get .our accounts through on
your market snd iske the checks of ihe creditor when they
have been accepted iigeghe necessgary length of time to get them
to destination.
¥r. Fancher: In our districf we heve s technieel gitua-

tion whieh I do not'suppose existe in-eny other, as we have

e
e

iwo reserve ¢ilties, Ninneapolis and £i. Paul, and Ninneapolis
creates = grest deel of Ht. Paul exchnﬁge which ¥inneapolis
does uct want, end hae difficulty in relessing on it, bhe
would be forced into the neceesity of depositing those checks
on S5t Peul snd in turn drew her check against the federal
reserve bank and send it to Jew York, snd we would be furnish-
ing them to the New York exchenge without eany profit or ulti-

mete prospecte of & quick return, and there is the prospect

of & loss that we ere running on those checke.
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Hirs ff&éi)&tgm: T do net agret with My, Vanehor bhogause
I voslise that we are ewryiag on o Madted fund vith the
puatorg esihnngo.

iy Chudwoant . I went paprtiewlarly to fiad out vhieh of
thres possible views veu hawe in eindj oue, the expsnsy of
our ¢nlling en you for ourronsy shipeomte; dwe, dhe fear of
your bomk hoving eaffersd n tronafer of too waeh ﬂ %0
Wﬂ to lew Yevky ory thwou, vholhar your lending power
gl S@: Lemadrod. They are oll Lnvelved. This say invelve
the loos of tep or thyge or five hundrad thousand Jdellars oF
méwe of your vesgrve to New Yoeks L do mot thiak that tids
4o & soydoue it ter wnloss yeu vegard un as an ontey.s e far
as losing your voserves i conoevned, that enanet pot Bayond »
sovtaln polat where yeu have cut your poverves iante ilems which
ave bolng cellocted thweugh the zmdle, and vhen you have roached
tho polut of dangew, wo could talo tho matter up wnd changs s
oyoten oy palioy.

re HgDeugnd s et 4o the polnte

ire Ihoadent That ds the very questlen.

P, Chalrmant “hen you have begun 8 diocount asd theos
Aoosmte vere for Shn ymw of toking wp leuns wade By Sow
Yepk Senks Jesatod oi pelots botranon New Tewk and Chiscage, then
you would have u demand on you for cxchangs on lew Yok and then
vou would lese ngnine

ipe Nehougull YaBe

fps Chadwomnt Ton®s &% fubiher trus thet Shat weuld condiwes
until it resshed n pomlowes snd then change to the other side of
the aocount] in othor werds, considering thet iho wovement must
ia time tura the olhor Yy

My, UoBougnlt Ob yes, A7 you wndt smill nord yours

v, Chadwsmnt Forsonally, 1 do not see why we should ned
attept to do thabs I cwmot coneedve thet the mmount of eschauge
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Cheirman: You would get currency.
« Fancher: Yes gir.

Chairman: Hothing thet might drop over that might
meke you e dumping ground but we would be the dumping ground
and would heve 1o ship it to you to recover. It would not &f-
fect your reserve position materially.

Mr. Fencher: Ko, not necesgarily.

Er. LcDougall: That ie just whei we are doing with s
member bank in Kew York.

lir. Chairman:  Thet is s matter of a feow hundred thoussnd
dollars. For instence, in the czse of & recent advance to Waco,
Gelveston and Sen Francisco, I will get eomething beck on the
propoeition from perhapes Wago and Galveston and San Prancisco,
but certain others of the comst cities we are not eo sure of
for immediate return. In other worde, where it absorbs a son-
sidersble smownt of exchange in the meil owing to delaye, it
is 8 question whether the transsction is = profiteble one or
which might he better arranged in some other mamner such ag
coutemplated by the act.

Hr.ilcDougslls I do not see any other way and that is wly
I voted negatively upon making checks drawn on our people at
New York et psr, because it ie geing to mean that we will hn?e
to ship the currency which they finally have t  send to us as
a8 resull of this plan.

Mr. Chairman: It would not be mltered at sll if you
are going to meke the federal reserve banks pay.

Nr. Fancher: If you sre going - to . go outside of your
district and permit them to draw a check eon you through New

from 4
York end N. end M. and the bank in Ban Frencieco at en ox-

cees of $2500 with your bsnk in Pitteburg, checked to the

Hetionel Bank of Commerce, $40,000, and do the eame thing

in several other ceses, it edens to me that it is going to

unnecessarily complicate meatters. é
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br. MeDougall: I do not mgree with Mr. Fancher because
I reslize that we sre carrying on & limited fund with the eastern
exchange.

¥r. Chairmen: I want particulerly %o fiud out which eof
two views you have in mind; one, the expense of our calling en
you for emergeney; two, or of your reserve bank trensfer to
New York; or, three, whether your lending power would be impaired.
They ere all invelved bul taking emsch c¢ne you see this may in-
velve the loee of {we or three or five hundred thousand dollere
of your reserve te llew York. Y do not think that this is &
perious matiter unless you regerd us o8 £n emery. So far as
losing your reservee is concerned, thet cannot get beyond a
certain point where you heve put the reserves intc iteme which
are being covered through the meils, and when you have gotten
to the point of denger, we would tnke them up and change your
syatem or poliey.

¥r. Webougall; het ig the point.

Kr. Fnosdes: That is the very question.

Hr, Chairman: %hen you have Begun to discount eand these
digcounts are for the purpose of teking up sll the poinits be-
tween New York and Chicago, then you would have & demand on
you for exchange betwsen liew York and then you would lose
again,

Vr. Melougnll: Yes

Vr. Chairmen: JIsn't i1t further true that thet would
continue until it ronched a maximum end then chenge to the
other side of the account; in obher words, co;sidering that
the movement turns the other wey.,

Kr. leDougell: Oh yee, if you wait until next yoeer.

r. Chairman: Personally I do not see why we should not

attenpt to do that. 1 cennot conceive thaet the rete of exchange
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would be so large that it would not be safe to experiment
with it.
Kr. Alken: ¥r. Chairmen, mey I ask the Cheirman whether

the commiseary department is busyl It ie querter pest seven,

(Meeting then edjourned to reconvene at 9:15 peme)
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Thur sday, December 10, 1914,

The Boerd reconvened st 9:15 p.m.

. HeDougalls  Ae I understand 1t we are sll resdy now
individually to taie or receive at par items drswn on sny other
foderal Yegerve bank in the countyy provided we can agree on
gome method of gsettling balauces ageruing therefromy and
it seems to mo we ought to be ebiwe able after this discussion
%0 deaide myon some temporary plen by which we can go akead, Ve
oannot g0 hack. Yo must take 'these. itous and thers are going
t0 be halanges scouwmulstlng and 4t -seems {0 we if we camnot agree

L neymsnent plan we can agroe perhaps on & temporary onae.

Jnat stating that so that we can get t¢ work on this ques~

snd do ‘somethilng vith i%

r. Vells: It would satisfy the Dallas bank t¢ adopt
the plen suggested hy you and see where the balances fall., When
we come back topether we will have some ¢oncection of what omy
neads may be, I suggost that ageinst sny persenent plan like
Wr. MoFay has ewspeesbed.miggested. That vould contemplete lén-
leney om the pert of the hanlk sscumlating oredit. Ferhsps two o
three of the smnllest districte aro parhaps the disgtrieis that will

constantly debiting. I may be over estimabing the ertent

afber this thing staprts, we ngy be gotting mors iate

this than I san see now. We w1l nake every offort in gur bank
in trying to get in a2s mach liguidetion as we can, but I think
we will hove to resort to conaiderable shlpping 0 kegp sovering
the ohecks that w111 aome to you as I outlined in the trane-
action sugoested.  After a short timg after 1% has
known that their chocka on ug, thet 1s, cheoks
the smaller banke, will be taken at par in New York, thore will

be comsidersdle drafbs on the federal roeserye bank at Dellas and

more repldly then we gen keep covering except by shipping our-

rency.
My, Chairmaen: 8¢ far as New York is concerned, we are not

worried sbout the ressrves being scattered. We are losded vith them.
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Mr, Vells: I guess you cen stand it for sometime,

Ur. Chairmen: If thet diffioulty is the only one particular-
iy in your mind, unless our friends of the federsl reserve board
direct us to delsy, I think our policy im Hew York would be %o

" 1t resulted in a considersble scattering of
our reserves, I cemnot hely feeling that the time will come
possible forced upom ue by experiocnce of a mouth or two,
when some central point of settlement of exchanges will be mite a
necessity, and with that in view 1 thought 1t would be well,to
prepare that table to sscertein whaet war the mesn distance
between the federsl roserve banks, and the time between them.
There 1s Clevelsnd snd Chicago, and possibly Cleveland is a
hade nearor o all the other federal reserve baaks thsn Chicago.
And whethor we adopt that plan or some othor, our dis-
position i t¢ do whatever is thought t0 bo wise by all the
bania,

Mr, Wells: Could we drav agalzet a debit Lelance on the
bank in Chiloago?

iy, Chalirmen: I don't know sbout that.

My, VeKay: Could we draw on New York and diepose of thaet

exchange snywhare we chose by selling it.

My, Cheirman! A8 a matter of faot that iec what is boing

todeay.

My, MePougall: Agsiuvst baliances with you,

¥r. Fancher: It seome 1o me thet it is fundamental that
in an exchange botween the 12 banks we shonld work out = plan
now, although it may nob be the ome for permement sdoption. But
we have got to try zoms plan. I think it is vitel to gdcrt some
plap, It may work agaimst Mr. Wells in Dallas or it may work

agelnst some one else. I don't think he need worry., It ¢am all
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all be arranged.

Mr. Wells: 1 think we will get most ¢f the clty exchanpe.

dr, Faucher: There will be & process of accumulation of
bLalances that will become avallable. There are excess balances
in Yivtsburg but they csnnot sell the exchange and those balances
will reduce the polnt consistent with the service renmdered.
it may ve & million and a »#im half in our district but afier hme
thoy are clesned up I will get something o fi1l in the vecuum,
We are a mamufacturing district. We are net selling our
conmgdities outside and that is why New York, the one exchange
we desive, we don't get.

iy, Wells: But you do get some Uhicago?

by, ¥enoher: Yee and some St. Louis.

lr. Wellss: I might sgree with Mr. Strong to try this plan
for o short time and see where I vome out. If we find efter 20
Cr GU days that it don't work we cam have something else. 1 ar
agalast trying to adjust the balances with the individval banks.
1 ihink we should have & plan %0 clear the balances at the outset.

Yr, Fencher: I suge

9

so0t & modification of the aurreney %o
meke 1% lawful woney, that the covering of bzlances be by lewful
money.

Hp. Wells: If you draw on national benk notes 1t would have
to Ve doae in pold certificates.

Ir. Wencheor: You could redecw the national benk notes.

Hr. Wells: The ingeuulty of the board hae been brought inte

&y 10 bring into the banks the gold and gold certifipcates and

we violate that plan if we should do this. We can force the
federsal reserve mote om the situstion. We can keep some floaks
ing.

Br. lekay: You ocould put that in the bank for redemption.

ir. Helougall: 1 do mot see how we cam hold om to all the

g0ld reserve we have. I am willing %o meet the banking situation

20




88 1t ariges but I cannot hold the $18,500,000 gold I have.

#r. Wells: So far as our distriet is concerned, we can ¥
float oconeiderable federal reserve notes and there are pratiocslly
no national bank notes thers nows

Nre Mo Chord: There is é good deal of your other notes in
p?O‘OHﬂVOf redemption. '

lire Welle: I am not acquainted with the etatus of that now
but up to six six weeks ago very little was redacmed.

iir, Tencher: Ofer £170,000,000 hes been retired.

iire MeEay: Ve have put out & million and a half a day in
gold lately. If pou think we eould held this gold I would like to
know how that oduld be done, but some banks want if for cloaring house
purposes,

Hr. Chairman: “hen you apply forece to thet process you
destroy the aredit systenm.

firs Fencher: I think you have the same trouble.

ir, Cheirman: You have teken in this reserve monéy from the
menbe? banks snd if they want it back they are entitled o it. The
curreney laws are such thet if you are forced to proteat your gpld
reserve by redeeming the obligations of the UnjiteaStetes govermenty,
you esn turn that legsl tender money in and redeem it, that is yonur
right end there is the obligation of the Unted Stated to give you
gold for it.

¥y, Fancher: You are. speskingnbout your notege

Mr. Cheirmsn: No, they sre & different matter, I am speakéng
ing ebout your reserves snd if we sre going to contin on & pold basis
in this country, our bshke must pﬁy gold and cammot afford to refuse
to pay gold. ¥hen your gold is depleted and converted into silver
certificates snd legal tendeyr noﬁos, you heve to ask the United States
to mske good their obligation to you on thoee notess That is the

basle of our eurrendy syotem in the United States.
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as it arises but I cannot hold the $15,500,000 gold I have.

1 Hr, Wells: Do far ss our distriet is concerned,

we cem float coneidersble federal reserve notes and there sre
practicelly nc national benlk notes therghow,

Mr, ZeChord: There is ¢ gocd deal of your other notes in
progess of redemption.

Hr. Wells: I am not acquainted with the status of that now
but up tc sixr week age very little wee redeomed.

My, Fancher: Over $L70,000,000 has bveen retired.

Mr. fcKay: Ve have ;cfn out & willion and half a day in
gold lstely. If you thimk we could held this gold I would like
te mmow ¥ow thet could be done, but some bagnke went it for sclearing
house purposes,

My, Chsirmen: When you spply foree %o that process you
destroy the oredit system.

My, Fancher: I think you have the same trouble.

Er, Chairmen: You have dsken ln the rescyve money from the
membeyr banks and 1f they want it back they ere smntitled to it.
The surrency laws are such that if you ere forced to protect your
Rold reserve by the use of the oblipaticn of the United States
government, you have to turn thet legal momey in and redoewm 1%,
that is your obligation, axd there is the obligation of the United
Btates t0 cive you goli for is.

¥r. Tsucher: You are speaking ebout your notes --

2 1
»
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Ho, they are a different matter, 1 an gpesk-
ing about your roserves and if we are going to continue on a

gold basis in thils country, our banks heve to pay fold savd cannot
efford to refuse to pey gold. When your gold is depleted and
converted into silver cortificates and legal dender, you have Ho
ask the United States to wmuke good Hheir obligation to you on those

| notss. That is the fundamental basis of our currercy system in
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¥re Wellet Until there is & domend for geld den't you think
we should beld om o our gold?

Hre Chalrmen: e de if ve can.

¥re %ells: ¥e arc helding %0 it as long as ;annikin.

r. Wold: Suppesing Jenuery first they undertuke to solloet
taxes on moenber bankg in our Distriet nud four or five banks in Finneae-
polin bring fa half a million checks Toer 4we or thres daye and deposit
them on member baske, cax Lhey draw checks the next day dzeinet thoge
balaﬂwuc and we have Lo zive gold Lo thon.

irs Chalrmant 1f they sre sctisfied with anytbing else you
would not ;ive i4s If they ask for geld you showld give it to thums
The worey that elrsulates in this country 48 not all zolds I mesn
whut wp are persitisd to hold ae bank reseryss i8 not all astual gold.
You held pold certificates which are the sone as zold, and United
States notes which are about 44L gold and milver certifientions. DBut
those reserve banks are holding reserves in gold for the purpose of
redevadng their notes dn gold and they hold reserves in gold and lawe
ful meney for the purpose of meeting the demands of thedr deﬁoaitorn
in gold or lawful monsy and if you enly have lawful monsy you must
rely on the sbligation to the Dnitéd Btaten dovorsmeut te rédoom it
in gold, in order to nmeot your depositora® dumand for gold.

br. ¥Wold: 1 pay my obligetion in lawful money tut I am
net obliged te make good the promises of the ﬂnitaé Biates.

lre Chairmant In your discounting process you are going te
lone reterves if you ave discounting fer the sembers in your distriot.
Are you doing a diseount bueiness. (Te Mre Alken.)

Hre Mkens Yes Sir. Are you, Hr. Strong?

The Chelrmant Yes, but we are holding our gpold, and settls
ing our debit bLalances in clearing house depesitory eertificates for
legals and silver certificates but if we oxhausted those we would use

golde
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the United States.
Hr, Wells: Untlil there is o demend for gold don't you
think we shiould hold on %o our pold?
¥r, Chalrmen: ¥e do
¥y, Vells: Ve are hclding??‘-‘: &8 long as possible,

He. Wold: Duppesing Janusry first they undertske %o col-

lset taxes on menber banks in ony District snd four or five
banks in Hinneapolis bring in bhalf a million checks for two
or taree days md deposit then ¢n menber baniks, ¢an thoy draw
checks the next day against those balances and we have to glve
gola %o them.

kr. Ghairmen: 1f they are satiefied with saything else you
would not give it. 1 they ask for golf you shoud give it to them.
The money that cirenlates im this country is mot 2ll gold. I

19l o

mesy what we are permitted %o n% benk reserves is not all
acbual gold. TYour gold certificates sre, and soms ecertificates
are 445 gold snd your silver certifications are. But these bsnks
are olding reserves in 1d for redeeming their notes im gold
and Bold reserve in gld and lawful money for the purpose of
meeting the domends of their depositors im gold or lawful money
end if you do have lawful money you transfer the obligation to the
United States Govermment to pay them in gold.

Hr. Wéld: 1 vpey ry obligetion in lawful money but I am
not obligated to make good the promises of the United States.

bir, Chairman: In your discommting you are going to lose
something if you are disconnting for members in your district.
Are you doing s discount business (To Mr. Alken),
Mr. Alken: Yes pir. Are you, ir, Strong?
{he Chalrman: No, but we are giving up gold, snd we are set-
tling in clearing house depository certificates for legals and

silver certificates and if we exhausted those we would use gold,
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ﬁ§;4§:§f;ro using federal reserve notes?

Mr: Chairman: No sir.

ir. Alken: You are paying notes where you can?

Mr., Chalrman: Yes sir, but not through the clearinghouses

They will not accept those as they con't count as reserves, The
Aldrich-Vreeland currendy act made 1t necessary and profitable for the
national banks who are members of the clearing houses to settle their
balsnces inthose notes, It releives them of taking out clearing house
loan certificetes which cost 6% interest, The result was for & while
a constant effort to get loan certificates into possession and not bank
notes. A large number of banks were settling their clesringhouses bal-
ances with those notes, Recently they have been sending in the Aldrich-

Vweeland notes, not for redemption, but for the purpose of retireing
thete own notes and getting back their collateral., I think now. we had
better get back to our problem.

Mr, Sawyer: In connection with Mr, McKay's plan I should
1ike to ask for & little information as to the settlement of balances.
Are they to be settled weekly in any way the creditor federal reserve
banks demend thet the settlement be made?

Hr. McoKay: You are suggeating that we do not know how '
often these balances are going fto ascumulate there,

Hr. Fancher; I thought we were to trestthese on the weekly
basgs, It 48 all simple in s way,

Mr, Bardwell: What will happen if some bank f£ind its bal-
snce "going to the bad" and needs the money?

Mr, lleDougall: "hat did you do in your own clearing house
before you went inte this system?
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Liwen: Tou ave using federal reserve notest
Cheirman: ¥o siy, not mugh,
r notes whore you can?
gir, but not thiough the cleering

1 not ssoert those ae they don't count as rsserves. The
alarich=-Vrecland currency act uamdo it necessary anld profitable
for the nationsl banks vho are wmembers of the cleaving houses
o setile their balances in thosse notes. ‘%‘w rolicve tign of tak-
ing up clearing house e«r%ificates which cost & intoerest. The
resiult wes for s while & ccustant effort to get loan seritificates
into your posscesion snd 0% baak notees. A large nupber of banks
wore gebtling Cheir cleariang house balanges with those notes.

3

iecenlly they have becn sending those Aldrich-Vresland notes in

3

redexption but fox the parposse of retiring

Y

ieir gwn notes
zebting vack thelr collateral. I think now, we had better
back t¢ our
Ix. Sawyer: I vly in conuection with Hr,
I am going to sek for & 1little mors informetion ae te the dbelances
we ere to adopt on the weekly basie, thet may be settled any way
bhe federal reserve banks ihink i1t cught to be setiled.

Ly, WoKay: Tou gre sugcesting thet we do nov know how

ofben those balances sre going to atcumulate there.

= wl

.

My, Pancher: & thought we were B0 treoal these on the

weskly basls. IV ig all simple in & WwWsy.

iy, Derdwell: VWhat will heppon if some bsnlk finde ite

balavces are going Yo the bad part of the countiy and has not
the woney.
iy, ¥Melougall: Vhat did you do in your owm clearing

house before you went into this system?

ps://fraser.stlouisfed.org



bre Alkstiy I mu in the tpuveite end of the dilammn fyem
by, Yolla, Ve sre loree creditors of the Pederal reasrve bnnk
dn Hew York and ve umay csrry 44 n day the full swe ef §20,000,0004
As 1 Teld you thds sorning, we bave had large amounts deducted in
& year and nay want o remitiaonce, say towmerrow, of o helf 8 nile
ldon dollars nt short motice, and mey vant it prompily, heause
of the exchanges working very selidly against us, but I don's
want to gecunulate 4 halfl o willion dollurs au a loan in two
days. The nlock sxchange in Bogston cpens say teday, and the
gtock exchonge in New York opems on faturday, »nd it is.guite

poasible that there wil)l bs in each transdetion a bllisn dole

lars ohtained between them se that there will he a demand thad
doew not exiet at swother time vhen the exchaonges are opémn, dud
at the provent time I want to be in u position where I can get
lawful woney en Hew York on a telephous oommmnication from you
and 4o wet waat to weld ever nlghlh,

lires Chadrmend 14 hae oocgurred to me that AT . HeKay's
plan is adopted fa connaction with o schewe for a weekly sete
tloment, we will be doing the very thing we want to sveid se
far o the frequanay of shipmond iu concerned sad the expense of
shipping money i concerned, a8 4% will then be necessary t have
a wookly settdosieonts, In isclated cased, however, amy betwoen New
York and Beston, &t might be necessary to cebtle .evory three or
four daye or vnceé n vooks

Kre Seayt That weuld net give aghual elearante proe
¢awﬁe e bo adiuvet themsclves in one webkj 4% would take sove
pral veeks and should involve less frequent o settloment which
would sertainly reduce the sxpenst.

Hp, Aikent It does not make very mueh difference vhether

N
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Mr. Wells: Well, we still exchange and the rate of in-

terest depends somewhat upon the state of your credit.
Mr. McKay: I am in the opposite end of the dilemms from

Mr. Wells. We are large creditors of the federal reserve bank
in Few York and we mey carry in s day the full sum of $20,000,000.
As I %old you this morning, we bave had large amounts deducted
in a year and may want & remittance, say to-morrow, of & half a
million dollars at short notice, and may went it promptly, be-
cause of the exchange working very solidly against us,bat I
don't want %o ecocwmlate a half-s-million dollars &s & loan in

two days. ‘The stock exchamge in Boston opens say to-day, and
the stock exchange in New York opens on Saturday, and it is quite
possible that there will be in each transsction & billion dol-
lars obtzined between them so that there will be a demsnd thet
does not exist at another time when the exchanges are open. Bub
at the present time I want to be in & position where I can get
lawful money on New York on & telephone ¢ommunication from you
and do not want to wait over night.

¥r, Chairman: It has ocourred to me that if the plen is

adopted in an exchange with & scheme for a weekly settlement
with regard %o doing the very thing we ought to be doing so
Sar as the frequency of loans are comserned and the expense of
shipping money im concerned, it will be necessary to have a
Weekly settlement so far as our resources go. So that in
isolated cases between New York and Boston, it might be neces-
8ay to sit on four days of the week.

Mr. Seay: That would not give actual clearance pro-

Gesges time to adjust themselves in one week, but would involve

| Several weeks which would involve frequently & settlement which

Would certainly reduce the expense.

Mr. Alken: It does not make very much difference whether
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mke 1% twite or ones n day,
My, MaRoys Do you o iongsy hove say iSens in Eases

City? I do not mean in Wew York sapocinlly, I mesn also in every

e 2 -

I d like %o inguive 37 Shs Faderul

nff e Waels o A . - v B il
of How York is guluy to wake the
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in geld or not, ol v ose

en b
it %0 Bozton, who iz %o puy the chorges?
My, Ohedrmens Thoet wo ought to dooside here bofors wo
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toke o shook veyable in New York, And (f we
had $0 et that money in Bocton we would got 18 -»e
Ny, Rhoadst From yoar coessreisnl bank?
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we make it twice or once a day.

¢, Wells: I do not want to make daily telegraphic
settlement.

Y¥r. NcEsy: Do you no longer have any items in Kansas City?
1 do not mesan in New York, especially. I mesn also in every
federal reserve city.

Er. Wells: Ko, sir.

¥r. Aiken: I would like to inguire whether the federal

reserve bank of New York is going to make the shipment referred
to in gold or not, and in case we are called on to-morrow to
make a shipment to Boston, who is %o pay the charges.
Je, Chairman: That we ought to decide here before we

leave to-night.

Mr. MoDougall: Vhet do Mr. Alken and Mr. Strong think about

M», Chelrman: Mr. Alken did not seem guite cheerful,

e, Alken: ir. Strong and I a week ago Saturday felt 1t
was up to the banmk who had to get the money home %o pay, &md I
talked to him & little this morning and he seemed to think that
there was something to be said on both sides of the question, as
I understand. My original feeling was, end I am naturally afrald
yot, that we had to fake & check payable in New York. And if we
had %o get that money in Boston we would get it ——-

. Rhoades: From your commercial bank?

Hr. Chsirmen: No, we have a different relationship with
that bank,

Mr. MoDougall: 1f we could rotete these governors
around over the districts how would tnat do? In that case I
would 1like to go %o Dallas Pirst!

Mr., Alken: I think 1t might help the situation, but
we would like to know how we are going to get our money when the

o
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time comes. I 414 not take exception at all to Mr, MeDougell's

inguirys I think it entirely proper under the circumstances,
The Shawamut benk told me thatthey were limble %o draw $200,000,
on “hicapgo before I lefbs 7ell, I told the cashier before I left,
that I wished he wonld send 1t out there for our oredit and essked
Bostan if he sould find enough exchange to remit.

Mr, Mo XKay: Ome of the Chicago bankes has told me and I told
hin that we 4id not want that transsction, If we do pet it we will
go over and mek you to remit on Boston. He hesitated a while and ®
said,"Vell, That will be 2ll right, If it comes to & showdown we
will do that,"

iy, Chaivmen: That 12 the phint on which we have got to arrive

st a deoision: The question is, must we sdopt a plan of settle-
ment nowe I heve some 1ittle doubt about it, if it involves
frequent transfers by the benks, more so than we might find to have
been necessary ot the end of s month or 8ix weeks experience, And
I am prepered to answere Governor MoDougsll's quaﬁtion about our
relations with Bostons Vhen Governor Alken and 1 first discussed
this matter it seemed to me that 1if he remitted us = check drawn
on our benk forhie aredit that we were entitled to coneider that
the check being paysdle ot our office, 1t was up to him to collest
1t and get the proceeds duek to Boston, FHow, I sm sure that ground
is soumnd, thet the argument is sound, It 18 a faet that this is &
mutusl eonvenience between the mamborﬁ of the Boaton distriet and
the members of the Hew York distriet, and if we ocan find & ground
to justify it, and mre poing to try some general scheme of relation-
ship between the Foderal reserve benks in this matter, such es a
sentral oleafing srrangement, I would like %o find an argument to
justify dividing those eharges, I want to make pure that you undere
stand that 1 don't know how this account ia going to result so far

a8 New York is conoerned, I have no 1desa ss to whether




time comes. 1 did not take exception 2t all to Mr., McDougall's

inquiry. I think it emtirely proper under the olrecumstances.

The Shreveport bank told me that they were liable to draw $200,000
on Chicago before I lef?. Well, I $0ld the cashier before I left,
that I wished he would send it out there for our credit and asked
Boston if he could find enough exchange Yo remitb.

Er. McKay: One of the Chicago bark has told me and I
told him that we did not want that transaction. If we do get i%
we will go over and ask you to remit on Boston. He hegitated a
while and said, "well, that will be all right. 1f it comes to 2
ghowdown we will do that."

Yr. Chairman: That is the point at whieh we have got %o
arrive. The question is, do we need stock in thers, and frankly,
I have some little doubt about it, if it imvolves & frequent
transfer by the banks more so than we might find o be necessary
st the end of = momnth or six weeks. And I am prepared to answer
Governor McDougell's question about our relatiouns with Boston.
when Governor Afken snd I first discussed this matier, 1% seemed
to me that if he remitted your checks drswn on our benks for his
credit, thet we were entitled to use that check as payable at our
office, eand if you want to send over here and get it, it is up %o
you to get it and get it baock to Boston. Now, I am not sure that
that ground is sound, that the aygunent is sound. It is a fact
that this 1is = mutusl convenience between the members of the
Boston district and the members of the New York district, and if we
can find a ground to Jjustify i%, and are going %o try some
scheme of relationship between the federal reserve banks, which
ja individunal rather than general, by our cenbral clearing ar-
rangement, I would like %o find an argument for some basis of

dividing those charges, and I want t0 make sure that you under-

gtand that I dom't Xmow how this sccount is going to be reached

so far as New York is concerned, 1 heve no ides as to whether
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we will generally be a créditor or debtor to the other danks of
the systems

liro McDougal: I should think it would be up to the Bos=-
ton Bank to get that money themselves. Those checks are payable
in New York{

Mr. MeKay: That isy in the system of clearing between
Boston alone.

Mr. Chairman: I think Governor Aiken is unduly alarmed
as to the extent of the credit of Boston on our books.

Mr, McKay: New York will be getting items on Hoston
now.

Mr. Aiken: One bank has given me eight hundred thousand
on New York in three days{

Mr. Chairman: And yet when I left New York your balance
on our hooks was only about half a million dollare.

Mr. Aiken: Yes.

Mr. Seey: The whole situation is so intricate that I
would rather stand committed to making such settlements as are
called upon our bank by the shipment of currency and cennot bring
my mind to acquiesce in the plan suggested for adoption at this
time. I do not know how our relations with the other banks will
work out, whether a debtor or creditor relationship. It would not
make me uncomfortable if we were to run up the credit relation to
one million or one and one-half million dollars, and I cannot bring
my mind to scquiesce at the present in such a definite fixed plan;
ag has been proposed. I more than agree with you Ur. Chairman, in
the opinion you have expressed, and I am convinced that the frequency
of such settlements would be far too great and that the natural order
would probably effect settlement in a month, where it could not pos-
sihly effect it in e weék.

Mr. Aiken: Mr, McDougal stated that we might possibly

take a step backward from what we have already done but I do not

igitized for FRASER ‘ Ll
tps://fraser.stlouisfed.org




we will be general creditor or debtor to the other banks of the
system.

¥r. MeDougall: I should think it would be up to the Bos-
ton bank to get that momey themselves. Those checks are payable
in Few York.

Hr. McKay: That ie, in the system of clecring between
Boston slone.

Jir. Chairmen: I think Govermor Aiken is unduly alarmed

as to the extent of credit on Bostonm on our books.

¥r. MoKej: New York will be getting items on Boston mnow.
¥r. Aiken: One bank has given me eight hundred thoasand

on New York in three days.

Hr. Chairman: And yet when I left New York your balance
on our books was about half s million dollars.

e, Alken: Yes.

¥r. Seay: The whole situation 1s soimbricate that I
would rather stsnd comitted Go making such settlements as are
ecalled upon our benk by the shipment of currency and cannot
bring my nind to acquiesce in the plan suggested for adoption ab
this time. I do nmot Xmow how our reletions with the other benks
will work out, whether a debtor or creditor relationship. It :
would not meke me uvncomforteble if we were to run up the credit
relation to ome million or & half a million dollars, and I can
not bring my mind %o scquiesce in {he present on such a definite
fized plen, as has been proposed. I more than agree with you in
the opimion you have expressed, and I am convinced that the fre-
quenmcy of such settlements would be far too great and that the
natarsl order would affect the settlement proposition in two
months, where it could not possibly affect it in a week.

¥r. Aikem:  Mr. MoDougall staled thet we might possibly

take o step backward from what we have already done, but I do not
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quite agree with him in thst, and I think we have made one mis-
take and 1% is a very fundsmental one, and that is the fallure
to recozrnize the matter of time in these exchanges. I think
thet i# & very serious onme that is going to creale a great deal
of trouble for us before we get through. I think it is unsound
banking practice to treat as gold clearing funds a check on
San Prenciseco. I think it promlgates an ides that is unsound
and indefensible 2¢ a banking proposition, snd I do not kuow
whethar it is pesaible or practical to take a step back now,
but 1 am quite sure thet 1t 1s making trouble for us in the
future 1f we ara goine to zccept for immediate credit checks on
all points in the United States.

Hr. MeXay: 1 agree with Covernor Aliken, it is a mistake
%0 credit immedistely items that take several deys to resch thelir
destination. The cleasring plen, however, does not clear $hem
until they do resch their dastinatioh, but I do mot see why the
New York banks should be willing to credit items as far away as
San Trancisco. I do not see why they should reach & big float
thero against whieh the member bapks can draw for immediate credit.
A mumber of banks can draw that out before the New York bank cen
get settlement of slearings, and that float may run into s very
large amount.

Mr. Chairmen: It may be desirable to put 2 oredi’ om
every one of these checks.

¥r. Seay: It is only on the beautiful %heory thet two
grrors neutralize each other.

ur. Alken; If the changes wers all offsetting that

would be -

Mr. Seay: That ie a theory that is finding entertain-

ment here.
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My, Aiken: It seems to me, My, Chairman, it is peculiarly
incumbent on the federal reserve banks %o call up operations
that are fundamentally sound as banking propositions. There
isn't & transaction that lsn't based on tho cuwrrent rate of in-
terest. You cannot get away from that mstter of time., It does
not make any difference at all where one cause creates the
case and the other the foolnobe. I %hink we wonld lay our-
selves open to a very well grounded criticism from those who
are interested in the banking propesition. Wher one is awsy
from home he looks tc Boston or Sen Francisco &s a clearing
house for his checks and funds, and he would not like to find
that you or I consider the principle on which they have been
working in the pest is wrong and & great miasteke. To start
with & premisé that is enforeidble from an econcmic voint of
view -

¥r, Chairmen: FPoseibly this is the time to ask ir, Ho-
Douzall to answer that eecond quesiion.

Hr. licDougell: I do not believe I can answer it.

r, Alken: I feel pretty strong on it and I know that

the best bankers in New England are of my point of view.

Mr. Chairmsn: The discussion seems to have taken the
turn of analyzing this question of $ime. If there is a strong
sentiment thet we should put time on federal reserve banks,
why mot stert on thas.

¥r. MeKay: But thet does not interfere with the gemeral
propo s tion.

¥r., Chairmen: Ho, that is a part of the plen whichever
wey the conference decides. Will you put your thought in the
form of & motion, Govermor Alken%t

B, Aiken: I do not know just whet sort of a motion bto
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put, Hr. Chairman. But Yo bring it before the meeting, I move

That the banks adopt the practice of deferring the

eredit of checks on other federsl reserve banks in

accordence with this schedule which we ghall agree

on as to time in transit.
I simply meke that motion to bring it before the meeting, not
to urge 1t against your better judgment or that of the other
members of this conference. If there is any objection to the
language of the motion, I withdraw it, ir. Chairman.

Hr. Chairmaxn: I would not like to have you withdraw
that &t this time, if it is the judgment of this meeting that

credlt

the immediate/mwit® of each check is at stake. We have for-
tified our position in New York in such a way that it would be
an easy matter for us to withdraw and to teke advantage of every
check we receive. Let me repeat thut we did not adopt this plan
without first deciding among ourselves that we were following
the fair interpretation of the federal reserve act, or without
the advice of 2 number of the best transit men in our district,
and they sgreed unanimously with the report of the special com-
mittee of the House, when we made our recommendation to the
elesring house for special treatment of these items. Ve mode 1t
in such & way that 5% any time we could modify it and that was

thoroughly understood in Wew York that it could be modified at

any time.
Mr. Wells: We are not so much doing violence to the
order of time as to the order of valuations. ¥or instance, Mr.

Alken's statement cammot be substantiated whem it comes to

, paying premium on New York or _Ba'ilas becsuse we have weighed
' the question of time there and are still considering it.

¥r. Aiken: Of course, no defect enbers inte it.

YA
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Mr. Wells: Suppose it is insufficiesiime in making
these checks casgh current, we are doing violence to the laws of
supply and demsnd,

Hr. HeDougalls Is 1% your idea to put the limit on cheecks

Mr. Alken: I am not prepared to take up the mtter of
federal bank checks.,

Mr, Wells. You 2re sticking right to the discussion of
11 o'clock this morning.

4r. Chalrman: If you are willing to let your motion stend
in a general way, I think it will be seconded.

Hr. Wells: Iet's disouss the practical operation of it,

I think if the federal reserve bank at New York sees a number
of banks which are villing $0 give you credit on Richmend or
San Francisco four days late, they will accept them in the same
way they sccept them now.

¥r. Chairman;: I think that as the question stands it is
whether they are acceptabie as a vehicle ——=

¥r, Wells: It is not a cuestion whether they are ac-
ceptable buv 1s acceptable.

Hr. Seay: I believe it 1s a violation of the fundamential
conception of this system $o consider the guestion of time. It
is a flagrant violation of the fundamental couception of this
systen,

Hr. Welils: I would like %o get back o that queastion of

Interest by making transfers. Instead of having checks pess cur-

fent, we can try it better by having the banks require that the

Yransfer be made by telegreph, mail or in any way without charge

2

that seems o be the concensus of opinion.

q

Hr. Seay: If we adopt the conception that we are a
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& co-ordinated system with ome overrulinmg head and twelve more or
less independent units, as I believe we are, I feel gonvinced
that it would be & violation sbsolutely and vitally to that
prineiple %o adopt such a rlan betwsen the federidl reserve banks
governing the time allowsnce.

¥r, Chairman: I amafraid I concur with you in that. I
think the set meant that checks of the federal reserve banks on
the fBderal reserve banks would pass &t par all over the country.

lr. Seay: 1 believe that it would be working & 6isap-
pointment as to the intention of the law to the country.

Kr, Wells: gsn we detect the intention of the law in all
our pperations?

¥r., Seay: I believe we can in all our operations if
we view ourselves 28 members of ome head.

¥r. Wells: it will be en advantsge to the eleventh dis-
triet for it will give us a chance to create our balance into
something, and dhat will give us a chance to carry the float
which will be upon us when we undertake to finance things.

Y¥r. Chairman: Well, we have reached the polunt where we
do not seem to be able to get a motion seconded. Wo two minds
in this room seem to be agreed on the same subject.

¥r. Rhosdes: Have you talked with Mr. Warburg on the
gsubject?

¥r. Chairman: Yes, I did, and so far as his opinion
was expressed, although I éo not like to speak another man's
views for him, yet I gothered that the settlanent of exchanges
between federal reserve banks should be effective by a clearisg
arrangement, but he is not clear as to what that srrangement

should be. 1 am gsorry to may that he belleves, I think, that

ultimately every federzl reserve bank ghould receive on deposit




sther pewber bank in the United Otubes at par.

Hr. Welle: Yeu say, uwltimately}

Yry Chndrmeni 1 4id net say "wltdmately,™ il you mosn
sash belere the draft arrives at the plage of payments I mean
that Witimstely we will appreach that polut. I de not agres
with that podst of view, I do net think it is o sound course
er that 4t is inking o otop in the ?1gh§dir%aticn to take chacks
as cash and charge then 4o the member banks on vhich they are
dysms. I veuld sdept possibly the sawe thsory in ragaxﬁ'tﬂ
thoes chesks, which are certalaly net as good as the chosks
drgen on Voderal rossiye banke, esryying the ebligatiom of both
drawer aad endorser, and I would $ime thope chescks in such o
vny that gvery momber bank had the opportunity 490 seoe whethsy it
was 8 good or bad chedk before his account was churged with is,

I would do that ot the sbarts

iy, Wolls: Lot us pursue that idea a 1ittle further. Would
you hade twe ressrve banks on your accounts]

e, Ghalrmen: Unfortunstely, that is just vhat 1t would
nocensitate.

Hy, tieGord: Well, now you have the chouk on the endersement
of your sustomer, we will say the Gommercial Hank and you realize
on the endorsanont, and that bapk is sending that cheek from
A dlanta te OMfornie, wo will say. That vhele sysban has
been goiug on for years, and will continue and they will cenbimue
to ume thelyr discretion,

Hy. Wells: As time hes gone en for rossnt years, we have

besn following that proactice originally, but we have

/
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from its members any check drswn on another member bank in the
mited Statesn.

Hr. Wells: Tou say, ultimately?

dr. Chairman: I 4id mot say, "ultimately," if you mean
cash after the draft arrives. I mean that ultimately we will
get %o that point. I do not agree with that roint of view. %
believe that we are as sound banks ss there are in this ¢ ountry
and we have 2800 banks in thié‘country which ﬁay be members of
this sytem. And T do not think it is & sound course or tihat
it is takxing a stev in the right direction by teking chécxs ag
oash and charging them to the member banks in our districth.
would adopt possibly the same theory in regard to those checks
which are certainly not as g00d checks as drawn on federa] re-
serve banks, comparing the obligatlon maker and endorser, and
I would time those checks in such 2 7ay thatl every member bank
had the opportunity to see whether it was a8 gﬁod or bad
checik before his acoount wag charged with i%. I wowld do that

at the starst.

Hr. Wells: Let us pursue that ides a 1itile further.

¥

Would youw have two reserve banks on” youxr dccounta?

Mr, Chairman. Unfortunately, that is Just what it would
necassitate.

ix. MoChord: Well, now you heve the cheoks on the en-
dorsement of your customer, we will say the Commerecial Bank, and
you realize on the endorsement, and that bank is sending
thet check from Atlenta %o California, we will say. That whole
system has been going on for years, and will continue and
they will continue to use their diseretion.

Hr, Wells: As time has gome on for recent years, we

heve been following that practice originally, but we have
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devisted from it during the lest few years, The reserve
eity banke are sharging their correspondencé banks as
originallye

Kr, HeXay: Yes, they do in some caBes now,

Wy, Wells: However, they stopped it in Hew York,

Mre Choirman: Yes, they heve graduslly stopped 1it,

Mr. Wellst Competition did it, It does not make any
difference so far as the Federal reserve banke is concernoed
whether you charpge in thésr acosunts and biXl them in scde
manneyr by which they can snticipate the esll by charging
exocess deposite or giving them eredit in their acoounts
later., After you have had o chance to get the proceedg,it
is a guestion of attributing the burden of the loan.

Mr. Cheirman: This matter is guite in your hands if
some gpentleman here ocan finﬁ'a aolleague who will seeond the
motion and we can get & vote on it.

Mr. HoXsys Yon all know that ﬁéw York exchange is &
commodity in this country snd ean be bought and eold and
that gueh is not the case in all other Federal reserve sities,
and there would be gome reason Tor a bank taking Hew York ex-
change for immediate oredit becsuse it can sell that New York
exchange and reslize on it immedistely. If we wanted to do ®mo
in the case of New York exchange, as at present it is a com~
modity in the case of exohange of & good many of the other re-
serve cities. 1t ig not & commodity in New York and it is not a
sommodity & certain dlstence away from home. but, Hew York ex~-
ghinge is a commodity anywhere in thie country and oun be used,

It 48 like
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geviated from it during the last few years. The reserve city
banks sre charging their correspondent benks a&s originally,

Hr., MeKay: Yes, they do in some cases mnow.

Mr. Wells: However, they stopped it in Hew York.

Hr. Chairman: Yaa, they have gradually stopped 1%, and
they ars effecting the terms of 1t so far as the theory of it

is concerned. it was pbjectionable only becalse it re-

dnced the earning powsr of the members' eccount.

st

{r, Wells: Competitlon 4ild i%. It does not meke any dif-
ference so far as the federsl reserve benk ls concernad whether
yvou cherge in thelr sccounis and bill them in some manner by
which they otn anticipate the cdll by charging exeess deposits
or ziving them eredit in their accounts later. After you have
hed & chence to get the proceeds, it 1s a guestion of altribub-
ing ths burden of the loan.

Mr. Cheiymen: This matter is quite in your hands if
some gentleman here can find a colleague who will seconid the
motion and get to vobting on 1%.

Mr, HoXay: You all know that New Jork exchange is &
commodity in this country and can Le boug t and s0ld and that
such is not the czse in all other federal rcserve clties, #nd
there would be some reason for a bauk teking Hew Yori sxchange
for immediate cradib becalse it czn gell thet Now York exchange
8nd realize on it jmmediately. 1T we wanted %o do so in the
case of New York exchange, as ab present 1t is a cominpdity in
the case of exchange of & good meny of the other reserve cities.
1t is not & conmodity in New York and it is 3ot & commodity a
gertain distence away Trom Loma, vat New York exchange ls a

commodi ty anywhere in this gountry and can be used. It ig like
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sterling exchange in that way.

¥r. Seay: Project yourself into three years hence.

¥y, HoKay: At that time we will have a condition of ex~
change which will make 1% possible. There may be twelve kinds
of exchange.

Mr. McDougall: I have a motion to make:

That it is the sense of this meebting that out-
slending tiwe shall be recoznized except in ceses

of bank balsnces between the member benks of federal

rEserve banks in each district.

We are now sccepiing dralfts drawn by member banks on member

banka in our own districis on reserve cities. Let us leave
that out for the szke of srgument. The object of going as
far as we did go was for the reason of transferring reserves
in our own districts, and we all admit that the ocutstending

time can be reserved for consideration on the question of

transferring reserves thal coms in on reserve banks ¢f other
districts.

Mir. Chalrman: How about this case where a member reserve
bank im New Tork city draws 3R&s 475,00 on one of its reserve accounts
in Albany, end remits those checks to us for the oredit of 1ts
reserve asccounis, and in the same day we have 275,000 of
drafts precented against them in the clearing houce.

. Seey: And in similer cases where one of the
South Caroline banks draws on Oharleston or Richmond on one
of the member banits there.

Mr. Chalrmen: It happens in our district that one of
the mexmbers of the reserve district waileh is iﬁ the Hew York
oleering house, is &t Albany. We are more fortunately situated
than any other district in that respect and in this district

it would be guits vessible on this very basis of transfer, for
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& member bank Yo carry 1ts whole reserve in the "mud wheel"
that lr. Wells refers %o.

Er., Seay: We have just four.

Mr. Wells: We have six in our district. Another thing
happened with us. Thet is one resson why I was in fevor of trans-
ferring of balances rather theam drawing cheecks. We had {37,000
against the federal reserve bank of Dallas. $25,000 of that is
the proceeds of a loan made to the bank, on November 30th. The
discount was mdiled to us on December Zrd.

committed

M¥r. Chalrman: Was that pmemiteet to break through by
trust’ But I got it

ir, Wells: It was brouwght up for presentation on November
S0th and came %o us December 3rd. There is no way by which I
cen check that except in this imstance where there were no other
transactions.

ir. Seay: May I ask whether you charged him with mal-
feasance in office? (Leughter.)

Mr. McKay: BSo long es the reserve had an excess with
you'

¥Hr. Wells: It did not have any excess with us on November
30%h. Mr. NeFay, have you undertaken to adopt requirements
regarding excess in your district? I mean as between reserve
cities.

Mr. licKay: If that problem cen be answered our diffi-
culty would be solved. In the same towns in different districts
it might be different.

¥Mr. Bardwell: I have & case in mind . The Central Na-

tional Baxmk of Galen (?) sends ebout $50,000 a day %o Los Angeles

¢ustoms house. They give credit for that at par. They then

dvew & #560,000 check on us, the bank of Los Angeles. That would

ereate 8 panic in Sen Franciscolq But they deposit the excess

Frn
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alance for a day or

'

in San Francisco &nd they leave 1t for a

two . The excess charges bthey glve to the Fermers snd Ferchants

s
Bank of Los Augeles aad they make Thuat good be sending & check for

? *

$50,000 on the Wells Fargo, on which we gel a clearing sfier it

heas travelled for severdal doys, and everyboly 1as gatisfled. We

thought thet was & Xite at £irst, but we counld not see how

they could ve in tho ssme Rite with Los Angelas. (leushter)

¥r. Sesy: I bellieve there will have to be & system of
fines developed for improper practicesls

Hr. Chairmengy We have got 1o ™t & stopweteh on this
meeting thougl.

Hr. HoChord: Way not permit the withdrewal of funds until
ample %ime hug besn glven for the rmotes.

¥r. Yells: = How many benks will use 1%2

Hr. MaChord: I Gon't care whother they nse it at 2ll.
Mr. Wold: 1 submitted this problem %o ¥r. Warburg in
Foveuber and he sugrasted that 1t would reaselve 1taslf
whnen 1t becume burdensoms. It seems to me that this is all
new to every one of us-and we might try 1t for a while and see
where the balances do lle, =#rd see vhich way the exchanges flow,
at this time, and in %he ccurse of a year 1% ought to show it
gaveral Himes or hall 2 dozen €ifferent times anyway. This
question of ghipping funda back end forth is causing soms
trouble and some uncertainty as tb vho.is going to vay the
transfor.

¥, Thondes: I %ould suapend pgyment in & very short
timo.

Wr. Cheirman: No, veu would accumilate balances which yon
would be entitled to have shipped to you =nd that would settle it.

Thai you wonld have lost in your shipméents to Chicago for instance,

you wounld gain from the exchanges. It is simply & mtter of ship-
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ping in the reserve moneys

Er. Wells: Yoﬁ would have our gold. It would still
be in the systen, ‘

Mr. Chaiyman: . If you discoum and do not lose your federal re-
serve notes, butiyou are goi'm;' %o lqsa your federal reserve notes,
that's all. Disomssing tha'ﬂc_i:'aestion a8 %o who shell have the cus-
Tody of this money, I .am not a bit afrald of trying whet hes been
suggested here.

ir. Yold: T think once a 'month would be often enough because
i% would be quite 111{61:} %o adjast itself.

Mr, Aiken:  I-cannot agree to much less than that,

Er. Fencher: The‘banx gught %o have the privilege of calling
for it when it bocomes burdensome.

dr. Alken: 1If the federal reserve bank holds the deposit of
$500,000 it is up %o the federsl reserve bank to pay you that
money when you want it, and if you want that, and ¥ex are going to pre-
sent 2 check on us &nd welked into the bank and ssid you wanted your
money, why, we sre bound %o pay it.

Mr. Chsirmen: I am very reluctantly going to make a motion.

I suggest that we Ury something with the understanding that the
settlement be effected at the end of the month with the privilece
on the part of any creditor bank of cslling for a shipment whever
the balance exceeds & gertain amount with that bamk ——

Hr, Seay: I second that motion.

¥r, Chairman: - and we agree 48 a pa‘r‘b of this tenta-
tive plan that we will have another meeting of this board one or

two weeks after that sebttlement is effected, and take gtock of the

situstion.

My. McKay: A shipment of currensy?

7
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lr, Chedrmen: Yoz, o shipment of currondy.

biye VoKayt Thet dc, 4 cony ose beank has a settlonent.
Thet du a separate pdjostuent from the eleardiag!

Bre Slindrsemt Yoo, Uhat I bave in nind o thils. Pare
asmeally, I beliove we sre witdretedy eoming %0 & plan of ¢lenrence
or settlement, If e use the word “slosrsace” we are geing to puse
2le overybody, 1% iy » ayoten of setiloment Votwoen the Fedorsl rvoe
sorve banks, asd when thet eystom of settlement is ultinmtely devels
opod, &% will sveld both lees of time mnd expénse; =0, whalever may
b deterained in the mesntise, we con well afferd to try this plwm
tenporary pled and sgree thut wd the sad of the moath a general sete
tlement will be effecied in fsver of way ervditer benk whish devires
enee In the msentice, sy eraditer bank uny ssk the privilége of .
sotilement &f the belance sgainst 2% la suss 1% exceedy spreed nmount,
t8 to the deterdastion of whon the intermediate setilemont should ote
oy, it 45 enbirely spressble 46 mo o sbide by eny plan sugpested
harss 1 beliove we should feel our vay ewrafplly oo thet we shall
not later have to retrast from our pevition, and prokaily at the end
of u mowth, we will have geined seme usefypl exporience.

Yp. Teliay Seuld ve heave thet wmesding before setilement,
It s, 1 would Like to it somp genileman in the eye }

iir, Sesyt Do you wake thet ne & mation,

tr, Yollsr I merely put the suggestion,

M. Seays I Tind wyself very such in socord with that, oir,

firs Panchor: This is a mattor ef cuch denling with the
sthors Thove will be ne gquostion of clearing up ef all,

iir, Wellet You have @ gesersl elearing up unloss we
A 2wy

rY
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Mr. Chairman: Yes, & shipment of currency.

ir. MoXny: That is, if any one bank has a settlement.
That is & separate adjustment from the clearing?

Kr. Chairmen: Yes. What I have in mind 1s this. Person-
ally, I bulieve‘we are coming Lo a question of no clearance., 1If
we use the word "clearance” we are going to puzzle everybvody. It is
& system of balances between the federal reserve benks, and
when that system of settlement will be ultimstely developed as a
gcheme of sebtlement, it Involves losg of time and expense, €0
whatever may be determined in the meantime, we can well afford %o
try this plan and agree that at the end of the month tha % a genmeral
settlement will be effected in favor of any oredlftor baak, In
the meantime any creditor bamk may ssk the privilege of a settle-
ment of the balance agaimst itin cese 1% exceeds the smount.  As
to the determinstion of Qhen‘tﬁe'intarmedimte settlément should
ocour, it is entirely sgreeeuigmto me ag suvggested hers.: I do
not care whether we leave this question for ten or twenty mimates
to determine this In committes. I believe we shouid feel our way
esrefully so that we shall not later have to delrsct from our
position at the end of the month, and probebly at the end of the
month we will have zsined some usefal‘experieﬁce.

¥r, Wells:  Could we'have that meeting before settlement.
If so, I wonuld like %o hit some gentleman in the eye!l

Mr. Seay: Do you make that &s & motion?

¥r. Wells: I merely put the suggestion.

Kr. Seay: %£ I find myself very much im sccord with that,
¥r. Fencher: That is & matter of each dealing with the

other. There will he no question of cléaning up at all,

Mr. Wells: You have a general clearing up unless we

§7




we provide for a means of doing i%. That is, supposing that the
bank will recognize the call which Jou make wupon it. Let us
leave the settlement open ﬁntil after fthe meeting.

Hr. Chairman: With regard to any ome bank that might sg-
cumlate balances, I do not believe that any member bank should
have the right to protect its position by calling for a shipment,
it seems to me, and when the balance exceeded & reasonable amount.
Then the question arises, who should pay the cost of the shipment,

Mr. Wells: Let us leave the right to call but not that
of the general settlement until we have had an exchange of ideas
after the experience hss been gained, That would suit me bettér
because if we go away from here ﬁhen we nave got bo prepare for
settlement, then we will have to‘discuSs with ‘eech other what
the clearsnce has been. } A

Mr. MeKay: Does this mean that the settlement shall be
made in a month from now? "

Hr, Chairman: MNow, my idea i§ that the —-

Wells; It shall have the right to eall for adgustment
end of the mohth. ‘

Mr. Pencher: Are you goling t6 a1l sit tight mow without
going out of your district for shipmeht?

Mr. Aiken; I would like to haye the motion reduced %o

Seay: Suppoge you express your ideas.

Cartis: The substence of it is that it is moved

That the. reciprocal accounts between the aeparaté

federal reserve benks be allowod to. continng and thét the
federal reserve banks be sllowed to have the shipment when the
gmount of 1t exceeds a certain sum,

r. MceKay: A certain sum?
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Hr. Curtis; That 1s merely informally worded and may
be changad at the disoretion of the menbers.

Hr., MoXay: Why not leave out —

fir, Wells: I hope you will phrase it in polite language.
Suappose you put an amendment.

¥r. HeChord: I do nob think a man wantas to be troubled
about small amounts, by ebout J25,000 or &50,000 balances.

Mr. Chairman: I think we would be giad to et rid of the
custody of the money littering our vaults Jast now.
Ur. Pancher: Let us leave it to the creditor nank.
ir. Vells: That 1s what has Just been sugzested.

¥r, NHoksy: TUnder this vlan we would require settlements
more frequently than under the clesring sprangement.

Mr. HoDongall: To get a line on the sourse of the ex-
changes.

iir. Wells: I am porfactly willing %o leave it that way
until after a meeting and then incorperate that plan as a per-
manent one. I do not see how we can Jo anybhing else.

Mr. Beay: fo that the amount %o e settled wonld be in
the bank &s an excess of credit or debit, that ig, the amount
due to us from the federal reserve dbamks. For instance, o net
debit of & million dollars might have the wnfortunate effect of
pumping HNr. Wells out entirely.

Mr. Cheirmen: That 1s, if his affairs ghould be in a
slack condition.

Mr. Wells: Thet is true except that these proceeds of
all my loans will be in a debit belance at eastern roints, and
the proceeds of the "mmd wheel" that I will sustain in the
clesring function.

¥y, Cheirman: Hr, Wells, the proceeds of all your loéns

are going out anyway.
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Mr. Wells: Thet is true except that I have a chance %o
get my federsl reserve notes oub.

Mr. Chairman: If you issue federal reserve notes agaimnst
your rediscounts you are not going to issue & check %o your cus-
tomer that will come to you for exchange.

ir. MoEay: If you send the federal reserve note %o
few York,

Mr. Chairman; Those federal reserve notes will not go %o
Wew York to make Wew York exchange and your operation of dis-
counbing is going to resuli in one or two or three things. You
are going to incresse fhe belance of the cfedit bank, that is
only temporary; you are going to give him a check on your note,
The check may go to New York for New York exchange which can be
drawn against s balance. It will come to New York for exchange
and then possibly you have your gold if the time comes when you
would c¢all for it. If you issue federal reseve notes, they

will stay in eirculation just as long as the market is open.

The fset is you cannot do business and keep your reserves %oo.

You have got to go inbto business or lose. I camnmot agree that
your fears will be realized in & month or six weelks.

Mr. Seay: The lew certainly contemplates that the feder- 3
al reserve banks shall be indebted to one amother for the loan
amounts and 1t seems to me that we should try it and that no
bank will be willing %o resigm its privilege of calling on a
central benk to male settlement to it, and that we ought not to
expect it. 1 therefore waeke a mobtion that the reserve banks
accept at par checks upon esch other and that no ereditor benk

shall have the right o call for settlement of balance due it

at any time, but that the experiment be tried for omne month.
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Hr. Mo¥ay: The debtor bank to vay the cost.

¥r. Seay; 1 think 1t ought %o be the oreditor bank
which ig helvless under the conditions which surround us now.
I mean for irmediste oraedib.

My, Alkon: Savpose. the creditor bepk 4id not want the momey?

¥r. Sesy: It is mot benefit %o w8 now. What value i3
the money %o vs now? We sre mot going to pay for money we don't
want?

Mr. Cheirmav: Vhy not divide the cost.

¥r. Seay: I would be verfectly willing, sir,

Mr., Wells: That ig only & detsil. Ve cen change that
afterwerds.

vp., Cheiwman: It wonld be & very HriTling ampunt.

1y, Bhoades: T don't think that is economically sound.

Mr. Seay: It is doing no wore than the lsw conbemplates
and says that we shall do, and we avre voluntarily meking ourselves
sreditors of other banks by shipping for exchenge purposes, it is
true, but it is for exchange purposss.

¥y, Wells: Can't we credit acainst thet cash in some way
or anothery

Mr. Seay: There is 2 certain proportion of that in this
whole system, and I believe it is abaclutely impossible to do it
wlithout timine everything and I have so contemplated it, the
government being the residuary legabee.

Mr. MeChord: Suppose you suggest that as a motion.,

lir. Seay: I don't guite kmow how to express it but

‘ anyhow I move

et the reserve banks accept for immediate oredit at

par checks upon each other and that the ofher banks
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shall have the right to c=ll for balences at any

time; but that it is the sense of this meeting that
the experiment be tried for ome month before agreg-
ing on any definite method of settletment.

And I am perfectly willing to asgree on that, for my part,

A
v

¥r. EcChord: Second the motion, and call for the guestion.
Hr. Chairman: The question is on Governor Seay's motion
which hes been seconded by Covernor Mofhord. Is there any further
discussion of thé matter on the form of the motion submitted?
¥r. Aiken: For immediate credit at par?
Hy. Sesy: Ted, sir. I lay emphasis on that, feeling the
most profound conviction that that is the most vital prineiple
of the federsl reserve act, and that it is expected of us by
he whole country, and I belleve, not oy expected of us by
the board of control.
lr. Chairman: I am not mueh practiced in parliamentary
matters, but I believe the guestion ought to be called on this
matter, and I ask if you are ready for the question. Cuestion
on the motion. All in favor of the motion say "Aye;" contrary
"Ho.” (Viva voce vote taken.) I am not clear how that vote went,
whether in favor or opposed to the motion. Will 211 those who voted in
favor of the moilon pleese raise their right hands.
Pour votes in favor.
How those who voted sgainst the motion, plesse raise their right
hands.,
Seven sgaingt the motion.
The motion is lost,
1 Mr., MeChord: Give us something better then!

Mr. Pancher: There is ome thing left to do; that is, to

adopt the motion of rescinding the handling of checks on federal

u




reserve benks.

Mr. Bhondes: 'Thet will solve the question. I ask that
we adopt Nr. lckay's plen.

¥rs Sawyer:; I second the motiom.

ire Coalrman: I wish to maks iﬁquéry whether thet pro-
vided for the settlement of the coet of shipment.

Mr. MeKsy: Thet detail wés not included in the plian,
and wze to be settled by tha federal buuke.

¥r. Fancher: T should think that the debior benks ought
to be the ones to pay tho cost of sehipping thie currency.

¥ey I meke the suggestion thel Lr' NcKay reed
hig propesition wery carsfully in order to clear up each of the
different operations steted, and where it is indefinite ihat he
may be eble to cleer it up in somé shape.

Wr' Pekey: (Peeding) "Cre of the federal reserve bsuks
ehall zet ss clesring sgent for 21l the federal ressrve benke.
limeh federel reserve bank upen receiving checks end federsl reserve
notes frow the other 8lever banks shall telegreph daily to the
clearing sgent to charge ite clearing sccount end eredit each of
the other sleven banks the smounts received from them. Wahen there
telegrams have been received the clearing agent will make cor-
résponding debit and tredit entries to the accounts of all the
regionnl barke on & cleering sheet, end thus ascertsin the net
debit or eredit balances of esch regional bank.

"the clearing mgent shall then telegraph each of the re-
glonnl bmﬁsviia net debit or credit #nd aiso the amount of the
eredits Yo ite clesring sccount, giving the name of each regional
berk from whibh esch eredii wre redeived. sach regiowl benk will
then krow the result of ite clesringss

"Settlemente of balances could Le made weekly, or when any

. ¢
bank's net credii or debit bslancs resched a fixed amount - eay,

$250,000. To properly illuetrate the method of settling balances

. 1 . amy N . + . 5 1 Pl
it ie necessary to kunow which Federsl Heserve Pank will sct ee ngé“
¥
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clearing egent, and e8 paymente to credit banks cannet be mede un-
til settlemente have been received from the debit banke the clear-
ing sgent seleected should be locited at a central point eso as to
minimize the time taken to receive payments from the fartheet dis-
tent Regional benk; end, furthermore, thie plen provides for pay-
mente to be mmde ir Chicasgo or llew York exchange.

"For the purpcee of explaining thie plan, therefore, we will

a ;

guppose the Federsl Feeerve Benk of Chicego to be the Slearing &-
gent. On setilement day the clearing egent will telegraph each
debtor bark to remlt its debit balence in Chicago or Hew York ex-
change at the debtor bank's optiom. The debtor bhank e¢en buy the
exchange from either the member or non-member bmnke in ite city
at the merket price; or if both kinds of exehange sehould be a2t a2

premium exceeding the cost of shipping currency, then currency could

be shipped - large bille prefersbly. The cost of shipping them

by registered mail, insured, would run from sboul eix cents to
eighteen cents per thouesnd dollars; the latter amount is the cost
from San irancisco te Chicago, which is the loungest distance of any

of the regional brnke from Chicago.

S

“The payments would be received in Chiemgo ppproximately
ag follows, from the debtor banks:

Boston - - « ~ two daye
New York - -~ = two days
FPhiledelphie two days
Richmond - « - two deys
Atlente~ -~ - - twe deys
Uleveland- - one dey
ft. Louia- - one day
léinneapolis- - one day
Fensap City- - one dny
Dallag- - -= = two pr three days
Pen Francisco~ three or four days

Paymente from debtor banks would therefore all be received by
Chieago in not over four days, and if on some occmsions Jen
Francisco end Uallas were bolh ereditor banks the peyments would
be all received in two deys. 48 soon as the paymenis were re=-
ceived by the clesring agent the ¢reditor banke would receive
payment in Chicagoe or New York exchange st their option.

7é
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vastly larger smount of shipment then wonld he necessary.

ir. HoXaf: That is only for the balance of one bank
apainst the eleven.

iir, Seay: You regquire under this arrengement the debtors
paying in three ways, Chicago on New York, or shipping lawful
moneys “hen yoy pay Sthe ereditor bank, you only pay them New ¥ork
or thc&gc fandp. If you pay in eurrency, we shonld have the
option of being paid in currencys.

gy, Tancher: If we ran stesdily debit for s time and had to
ghip end then turned oredit we world be getting exchenge only and
would not get ourreney heck unless we had an open order for the
money we are shipping out,

My, Told; Supposimg your bank ran shesd of your eredit
for $500,000, you would have a credit for the New Yowk or Chicago
banke

¥re. Cheirman: I cannot see why the result of that plan
wonld not be petting lawful money for the settlement of dehit
balances, you would be sending New York exchanpge in aattlément.

Hr, MoFay: Ve would make it upon Chiecage or Hew York
grxchange or surrene’ s

%r. Pancher: As & creditor however, you would have %o
pay the ereditor bank. In other worde, if you had seven deblor
hanks and out of them four paid in exohange on Chicago and
Hew York, snd three of them shipped eurrensy, and the eurreney
ghipments were comparsiively small, you wonld want thet small
amount to pro-rate smong five oreditors and the five would want
o considerable amomt of ourrency. You ¢ould only pay with what
you gote Mrs MoEey: You would have to know what the oreditor banks
wanted settlement in, and then send theme-«~ if they wanted

ourrengy~«-~- gond them ourrensy.
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"The clearing egent would counvert Chicago exchenge inte New
York exchange, or vice verea, by buying or selling few York ex-
change basiween the Lhicago benke snd would be able to maintain o
eloser parity between bolh kinde of exehange then could
be the case in any other c¢ity. The clearing agent would of course
have the option of shipping currency to ereditor banke but would

do so when sbsolulely necessary.

"Under this plen it wonld be advisable for the federsl re-

eserve bank of Chienmgo to carry &n sccount with the federsl reserve

bank of New York so that it eould buy end sell New Yorxk exchange

suC Chue keep the exchange uwarket .ps nearly par 8¢ puscible and
could eceumulate New York exchengd in enticipation of the payments
0 be made for setilemente of c¢learinge.

"It might alro be an mdventege for the ‘enstern regionsl
bruks to earry sccounte with the lew York regionml bank and the
wegatern regienal Lsnks to carry accounts with the Chiesgo regional

g0 that a#ll the regional benks could anticipate the settle-
& P

of their clearings and perhaps remove the neceeeity of re-

mitting pasyments to the clesring agent on setilement day.

"any coet incurred by the cleering agent in meaking settle-
mente Dy buying or selling exchange or shipping curreney could be
pro-roted among the regionmi bauks on s baeie .of the volume.of

clearings and couly be adjusted mouthly.

"Ag regards the accounting system neceseary for this plan

cleerings, evch regious. benk would eredit the other regional

banke' @leariag accounts with the checke end federsl ressrve notes
whon received and would charge the items sent to ihe others in
rengit secouat until telegrapnic advice of clearings wes receiveq
th the tremgit account could be credited and the amounts cherged
ereh regional benk'e ciesring account, end when settlements
received from the clearing egent the reglonsl bark's clear-
socount w i be eredited.
"By this pian of cloaring between the federsl reserve banks
ehipmente of currsacy would be requded to e minimum."”
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¥r. Seey: How mbout the expenese of the clearing agent?

Nr. McKay: The expense could be pro-rated according to
the volume of the clearings and their various methods for doing
that in local cleering houses noted and some satisfactory method
could easily be arrenged for that.

Kr. Wells: With a correspondent in New York you would
have a call on the regional bank in New York and the regional
bank would offset any delays or disadvantages occurring in the
system.

lr. R, Welle: Have you & regional bank}

Mr. Mckay: ©Ouppoesing you would went to call on New York.

Kr. Welle: Ouppore & reserve benk wante to build up
their reserve account by drewing a check on New York?

¥r. Nekay; A cleering house bank of New York?

Mr. Welle: Yes. I think to carry this plan to the
limit, it would be necessary to permit the benk to Bake checke
on Kew York end Chicage, inmsmuch er the market has been created
for both kinds of exchenge. I would be willing to go as far rs to
pay that we could teke checks on all banks located in the 12
reserve cities where there are 12 bankey then that would give
& direet market for exchange.

Nr. Sesy: Why don't you eall for a settlement of bal-
ences, then the reserve benks would begin to establish belances
with bach other.

Mr. MeKey: They would not have to earry balancee with
each other at sll seperrately.

Mr. Cheirmen: Do I understend thet the 1l federal re-

eorve banke would be called on to ship to Chicage to settle

their balances mkaex se they mrose?
Fr. McKey: Yee, if we were reserve benks.

Kr. Chairmen: I do not sse that that contemplates &
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vastly larger mmount of shipment than would be necesesary.

r. ¥cKay: That ig only for the belancem of one bank
againet the elaven.

kr. Seay: You require under this arrangement the debtors
paying three waye, Chicego or lew York, or shipping lewful money.
Yihen you pay the ¢reditor benk, you only pay them New York or
Chlesgo funds. If we pay in currency, we should have the option
of returning to them half.

Mre Fancher: If we ran steadily for a time and had to
ship, we would be getting exehange and would not be getting it
back unlese we had an open offer for the money we are shipping
out.

Mr. Yold: Supposing your bank ran mhesd of your credit
for ¥500,00C0, you would have a credit for the New York or Chicsgo
bank.

¥r' Cheirmen: T cannot see that the result of that plen
would be getting lawful money for the settlement of lawfui debts
due, and you would be sending New York exchange in settlementi

ir. MeKay: We could meke it upon Chicage or New York
exchange or currency.

Mr. Fancher: A# a creditor however, you would have to
pay the creditor bank. In other words, if you had seven debtor
banke and out of them four paid in exchange on Chicago and Kew

York, and three of them ehipped currency, and the currency ship-

U
mente were comparatively small, you would4€§;f small smount to

pro-rate among five creditors and the five would want an awful
lot of meney. You could only pay with whet vou got.

Mr. MeKay: You would have to know what the ereditor banks
wanted settlement in, and then send theme--if they wanted cur-

rency--~send them currency.
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Hr. Alken: Sueh an arrengément is subjeot to the ape
proval of the fedoral reserve banks,

lire HoXay: Tes. »

Hre Obalvman: I rogerd this matter sm of uuehfi&ﬁort&nae
thet I 20 not went to bind- ourselver without submitting it te
puay direetors.

Hr. Rhoudes: Ve will huve to snbmit 1% to our directors.
Kr, Alken; I have suffered a slipht chenge of hasrt
on ir. Seay's propoultion,

Mrs Seay: To reconsider Lhat matier would ptill leave
the gvestion of taking up 8t par uynderteraincds

¥re Welle: On Mr, Sesy's motion was 1% contemplated that
we take 1tems of menmbey benks on Hew York or Chicape?

Mr, Chairmen; Ho, that wee not contempleted as 1 under-
ptood 1t

iirs Wells: Could we toke thot snd cend it to yous Supe
pose they clffered to us for settlement checke 8t par as depleted
regerveet

r. Chalrmen: You could under thie yplans

Er. 7elle: ®"ill you now?

s Chairment T think we will., Poseibly in gending out
our elroular to our member benks, we exceeded the scope of our
suthority.

Wre Wellg: In the motion made by v, feay, of trying this
out for & month, would 1t be practicshle Sor us to wocept New
York sud Chioaspgo and Hanses Clty exchinge, which lg more or
less ourrent iz onr territory, from onr member banke, thereby

keeping down this net debit?

] &t
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r. Aiken: Such an arrangement is subject to the ap-
proval of the federal reserve banks,

iire MoKay: Yes.

¥r. Chairmen: 1In regard to this matter I regerd it as of
such grest importence that I do not want to teke the gquestion of
binding ourselves without submitting it to our dirsctors.

lr* Fhoades;: We will have to.

Hr. Aiken; I have suffered & elight change of hesrt on

SO

Kr. HeChord™e propoeition.

lr. Seay: To reconsider that matter would still leave
the question of taking up st par undetermined.

¥r. Welle: On kr. Seay's motion was it contemplated that
we teke items of member banks on New York or @hicege?

¥r. Chairmen: No, that was not contemplated as I under-
stood it.

kir. Wells: Could we take that and send it to you. Sup-
pose they offered to us for settlement checks at parkas depleted
resenves!

Hr. Chairman: You could under this plen.

Er. Yells: WiXl you neow!?

Mr. Cheirman: T think you will. Possibly in sending out
our circular to the Detroit bank, we exceeded the scope of our

authority.

Mr. Wells: In the motion mede by lir' feay, of trying this
out for a month, would it be precticadle for us to mccept New
York and Chicego and “ansas City exchenge, which is more or less
current in our territory, from our member banks, thereby keeping
down this net debit!?

Kr* Seay: It would not curteil your liberty of ection.

Mr. Welle: We tske that acticn on federal reserve bank

g
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notes, but we do not let it become generslly known but simply
do it.

r. Seay: What would you do if you were not a federsl re-
gerve bsnk?! ¥Youldn't you de it?

lr. Wells: We have discuesed here & good many things
which, if I were a commercial bank, T would not de.

Kr, MeChord: Mr. Welle of Dallas, suppese I owed you =&
balance and I have & bslance in St Louis, and I telegraph to
&t. Louis to send by registered mail the money down to you, te
clear up, what ie the diffieulty snd trouble theret?

¥r, Wells: The only trouble ie that I might be eshipping
that money to 5t- Louls and thet I might dupliecate the cost of
shipment---the actual physical transsction of ehipment. We will
finally get to the point, I believe, of conferring with one
another ee to what our assets sre.

Mr. MeChord: 4f » matter of fact, I now have & bslance #n
$t. Louis snd Kenses City.

Wr, Wells; I only g»ve one in &t. Louis, just a trifle,

$40,000,

MRl

Mr. $Feneker: T fully rgree with the proposition of Mr.

lickay's suggestion. I do net think hie plan ie worked out to
& conclusion, however, which we could wisely adopt at this time,
and thirty daye from now the mestter will resolve iteelf.

¥r. Chairmen: Gentlemen, we have a motion before the
houee, made, I believe, by ir, feay, and seconded, which was, in
effect, to call for the edoption of the plan of settlement pro-
posed by kir. Mekey.

Mr. Seay: In that connection I feel that while if it
ghould paes by & mejority of the ventiment here, I would not be
called upon to commit our bank to the adoption of it without

firet submitting it to them.
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iy, Chairman: It would be subject to review of tThe
federsl reserve board anyway.

Mr. HeDougall: Do I understand that the motion is sub-
mitted by the Covernor Seay? And that the plen should go before
the foderal reserve board also for approval?

grs Seay: It vas so informally worded that I have no
objeaction to any alterstion being made to it so Tar as the
gonse is not changed, dut I think in the mein; theplan sug-
pented in £8, would allow our doing whet we are doinpg at the
present time with repard to settlements, snd would leave any
one bank free to sall for payment whenover 1t felt disposed to
40 B0.

Hr, MeKsy: The settlement largely grew out of the faot
that it was largely an interest gquestion,

Hre t Hoe I t3mk think it is a question of having
& resarve of paper vwhich ie reslly & fufdamental thing, and in
this ocase it seeme T0 me a mutter in genaragnqu;tisa hearing on
hendling ebllection items. The more items we ure going to have
the more colleetion éhargas woe will have, and in fixing & rute
of eherge in our gountry we do not want to fall afoul ofthe
po=called snti-trust lows |

Hr. Alken: "hat is the motion before the house, Ny,
Chairman?

Mr. Chairmen: The motion, as I understand it, is for
the sdoption of a plan proposed by lr. MHoXey ce read snd the
motion is seconded.

Mr. HoChord: lay I qpﬂlify ny vote by making 1t subject
to the spprovel of my direstors?

gy Adken: This would be 2ubect to the approval of the

federel reserve board, wonld it not?

s
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r. Chéirmen: It would be subject to review of the
federal reserve bogsrd anyway.
4}

Mr. leDougall: Do I understand that the motion is sub-

mitted by Governor Leay! And that the plan should go before the

o

D

federsl reserve bosrd alse for approval?

lir. Seay: It was go informally worded thet I have no
objection to any alterstion being made to it eso far s the
sense is not changed, but I think in the main, the planm sug<
gested in 1%, would allow our doing whst we are doing mt the
present time with regard tc settlements, and would lesve any
one bank free te call for payment whenever it felt disposed to
do £89.

¥r. leckgy: The settlement largely grew out of the fasect
that it wes largely an interest question.

Wr. Chairman: lo. I think it ie & question of reserves

of paper which ie reaslly s fundamental thing, and in this case

(=N
o

secms to me 2 matter in general practise bearing on handling
clearing house items. The more items we are going te heve the
more clenring house charges we will heve, end in fixing the
rate of charge in our country we do net went to fall afoul of
the so-called enti-trust law.

lr. Adken: What is the motion before the ho:se, lr.

ir. Chairman: The motion, as I understand it, is for
the adoption of & plen proposed by lr. MeKay ms read and

&

seconded.

Mr, MeChord: Way I qualify my vote by meking it subject
te the approval of my directors?
| Hr., aiken: This would be subject to the sppiowl of the

federal reserve board, would it not!?
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¥r. Fancher: Of courecey, This should have been in =
little more general form then it is now and it can be put in a
little more definite ehspe leter. I would sugpest that about
the 15th of Januery, we would know & littlie more about the mat
ter.

¥r. Chairman: We still have the motion smd, a8 I under
stand it, seconded. Are we ready to vote!?

Er. lMcBhgrd: I move en amendment,

Thet our vote be subject to the approvel of the board éf
directors; if I can get a second to that emendment.

lir. Alken: Mr. Chairman, I do not underetend that motiinmn.

Mr. Chairman: The motion i# to amend the original motion
by mnﬁir@t subjeet to the approval of the directore of our benks.
Is that motion seconded?! (No second) Is there any discussion
on Governor McChord'e motion to mmend the motion origimlly of-
fered by adding that it is subject to approval by the directors
of the various federal reserve banks.

Nr. Sewyer: I second the motion.

¥r. Chairmen: IT there i® no discussion on that motion,

8ll in faver of Covernor kcChord's amsndment will plemse say, "Aye";
those oppesed “Ho." (The viva voce vote left some doubt as o
the resuit.) I will call for the Ayes to rmise the right hand.

r. Deay: I would like to explain that in voting I de
not think I will not have the suthority to commit our bank to
it, but I would like to see the motion mcted upon upon its
merit ae it etands.

¥r. Chairman: I believe np & metier of strict perlise
mentary practiee we should vote on the smendment before voting on

the motion. Is not that so, ¥r. Curtis?

¥r. Curtis: Yes, in voting on 2n asmendment to a motion,

the vote on the amendment is tesken firet.
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Mre Chairman: I will eall for a vote on the amendment.
All thoge in favor plespe raise thelr right hand,

Three favoring the amendment.

Those opposed plesge raise their right hend,

“ix opposed to the smendmont. The amendment is lost,

e will now tuke & vote on the motion to recommend ag I under-
gtand, the adOptioﬁ of the plun proposed by Hv, HeXay. All in
favor of that motion will please say "Aye", those opposed "NHo",
Thevote seems %o be & ple znd I w;ll have to eall for ¢ vote ﬁy
raising the right hand, Thode in févor plecse raise their right
hends.

Your votesin faver of the motion,

Those opposed pleese raise thelir right hand,

Seven opposed to the motion.The motion is lost. My con-
olusion is that we don't know what we want,

r, Fancher: 1 am in thorough sympathy with the princi-
ple of ¥y, MeKay's plan,but it is not definite emough in its
rrovisionse

Hy, Hhoandes: I want to go on record as recommending a
thing more aompleta.‘

lire Chaivmen: It is & rather difficult thing to pet any
one to agree with any other Jjust now,. |

ilry Funcher; MHr. Chairman, I hesitate to amke a motion,
but I would like to make & motion thet n committee of three be
appointed to whip into more definite Form this plan of Mr,.

Mr, WeXay, end have it reoady for the morning sesgion, |

Mire HeDougall: I second the motion,

Hrs Chairman: It iz movedand seoonded that & conmittee
of threa be appointed to give congiderable to the plan offered
by Mr, HdoKay ond to put it into more definite shape as to any

points on which the committee thinks 4% should be elsbhorated
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br. Chairmen: I will call for a veote on the ammendment.
£11 those in favor please raise their right hand.

Three favoring the amendment.

Those oppoeed please raise their right hand.

Six opposed to the smendment. . The amendment ie lost.

We will now take & vote on the motion to recommend se I under-

stend, the mdoption of the plan propeosed by hr. MecKey. All in
fevor of that metion will plemse say "A ye", those oppored "No,"
The vote seems to be & tie and I will have to c¢mll for & vote by
raieing the right hand. Those in favor pleaée raise their right
hends.

Four votes in fevor of the motion.

‘fthose opposed please raise their right hand.

Seven opposed to the motion. The motion is lost. Ky con-
clusion ie that we don't know what we want.

Mr. Fencher: I am in thopough sympethy with the princi-
ple there but it is not definite enough.

lr. Rhoades: I went to go on r;cord 8¢ recommending &
thing more complete.

lr. Cheirmen: It ie 2 thing rather difficult to get any
one to mgree with the other just now.

Mr., Fancher: Mr. Chairman, I hesitate to make 2 motion,
but I would like to make a motion that s committee of three be
eppointed to whip into more definite plan this plan of Nr.
McKey, and have it resdy for the morning session.

kr. McDougall: I second the motiion,

¥r* Chairmen: It is moved and seconded that & committee
of three be sppointed to give coneiderstion to the plan offered
by Mr. WNecKey and to put it into more def inite shape as to any

points on which the committee thinks it should be elaboreted.

16U
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And resubmit the plan in more definite shape to- morrow, Is
there any debuate on thie motion?y

Mire Bhoades: I offer an smendment to the effect that
the commitf@e report at the next meeting of the povernors,
That will gdive us s chance %o consider it.

iire Chairmen: Fleage don't ralse thet cmestion,

iire Chélrmen: The amendment and motion 1# for postponing
the consideration of the report of this committee until the
next neeting of the governors, Is that amendment seconded?

Hr. ¥old; Do I understand that this is postpoming the
action on thé report of the committee to be appointed? .

Nre. Alken: We will have to deoidé whixtt we tre to 4o in
the meantime, won't we, Mr, Chairman?

| Hr. Chelrmsn: Certainly. If thie motion prevaile, we

will have to tuke that up at once, and we ought to settle it
at this meeting,

Hr, "ells: ¥e dhould not decide on & plsn of that kind
without making some teet ﬁaﬁorahanﬁ, that we may determine
the workings of the plan in actual operations:liveted 'aganinst
the motion of ur., Seay a 1ittle while ego and I would 1ike o
reconsider 1t now, as I belleve others wouldwho voted
nogatively, lr. Chalrman, 17 1% is not onl of ordere--

Mr. Chairman: It is out of order Just now, as the motibn
has beon seconded.

irs HoOhord: Mr. Chairmen,; why not let ue teke a vote
on thet motion to form a committee of three mnd let that report
be brought in., That doesn’'t wean thet we are going %o adoft

1t, and
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And resubmit the plen in more definite ghape fo-morrow. Is
there any debate on this motion?

¥r, Rhoades; I offer an amendment to the ef fect that
the commitiee report at the next meeting of the governors.

That will give ue a chence to consider it.

-, Chairmen: Plemess don't raise that question.

‘r. Rhoades: New York is the only one that holds back.
¥r. Cheirmen: The amendment and motion ie fer postponing
the congiderztion of the work of this committee until the next
meeting of the governors, not the consideration but the report
et least., Is that amendwent seconded?

¥r. Weld: Do I undersiend that this is postponing the
ection on the report of the committes to be appeinted}

Er. Alken; Ve will have to decide what we mre to do in
ihe meantime, won't we, ¥Mr. Chairman?

¥r® Chairman: Certeinly. If {thie motion prevails, we
will have to fake that up &t once, and we ought to settle it st
this meeting.

Kr. Wells: Ve cught not to decide on & plsn of thet sort
without waking some test of what the operstion of it is going to
be. I voled mgainat the motion of Nr. Sesy s little while agoe
ena I would like to reconsider it now, and I think others would
eleo, and, if it ies not out ag/arder-—-

¥r. Chairman: It ise 0u€ of .order just now, me ithe motion
hae been sgeconded. <

kr. Bclhord: Mr, Chairman, why ;ut lot ue 4ake n vote on
that motion to form & committes of three snd let thet revort be

brought in. Thet doesn't mean thet we are going to adopt it, and

g
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st the same time we will have & chance to submit our views to-
morrow before we vote on it. Ve will then get in touch with them
gxxxd snd get to somie point where we can get to some kind of en
egreement before we go home.

Kr. Chairman: The question is on the motion to sppoint a
committes of three to reconsider the report,before we go home,
to-morrow morning. Is there any further discussion of the motion?

Mr. Seay: I would like to smend that to thies effect, that
thet committee be sppointed to consider this or any other yuese
tion end net to confine it to this particular subject.

r. Chairman: Your motion haes been seconded, I believe,
Mr. Fancher, and if your second is willing, wa will put it to @
vote, thal ie if he is williung to mccepl the mmendment.

HMr. Seasy: B8ince there appears tc be some hesitancy smbout
adopting & plan of the comprehensivenese of this kind thet ig
submitted to us, I think it might aleo consider any other plen,

Mr. Aiken: The smendment to the motian has not been
eeconded 1 believe,

¥r. Chairman: The amendment of the original motion offered
by you I belisve, Governor Seay, was for the addition to Xr.
Fancher's motion thet the committee should not confine its deli-
berations to the consideration of this one report. TIs that
motion seconded?! That motiem spparently feile for want of a
gecond,

Mr. MeChord: I second it for the sake of getting a vote,
for the sske of doing something.

¥r. Chairmen: The motion end the amendment tc the motion
have b;an seconded. The guestion now stande ou the ameudment

that the scope of the committee's work shall be within the plen

submitted dn the plan by W¥r, lieKay. ‘Are you ready for the
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smendment? Queation. All those in favor of the amendment will
please say "Aye",

iir, McDougall: Just what is the motion?

¥r. Chairmsn: Governor Fancher's motion was to submit
the plan t0 a committee of three. Governor Seay offers an
amendment that their consideration shonld not be eonfined %o
thet plan. I eall again:  for the vode on the amendment. All
those in favor say "Aye', opposed "Ho" The "Ayes™ have it.

ve will now eall for the ouestion on the original motion
as amended. All in favbr of Governor Fancher's motion please
say "Aye". (No answer )

Mr. Wold; What is the question now?

¥Mr. Chairman: e have reached a point where we will vote
to appdint a committee of three to consider Mr. MoKayds plan
and report on it to-morrow morning. All tho;e in favor of that
motion say "Aye"; opposed "No",

The motion is carried; and as this committee has a matter
of much importance to consider, I don't knmow but what we ought
to c¢all JTor volunteers.

HMr.Aiken: By what process woild it be possible to get
a reconsiderotion of that motion. I didn't understand exactly
what 1% was. Te are most of us very tired end it is after 11
o'clock. I understend that the committee was to report to this
board within three or four days. It seems to me that it is ime
possible for any committee to give intelligent consideration
to this whole guestion and report to-morrow morning. It is now
11:30. I would like to aek if it is not still possible to

congider another motion.
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amendment?! Question. All thoee in favor of the amendment will

please say "Aye".

Mre. McDougall: Just what is the motion?

Mr, Chairmen: Governor Fancher's motion was to eubmit
the plan to a committee of three. Governor Seay effere an pmend-
ment thet their consideration should not be confined to that
plan. I call sgein for the vete on the smendment. All those
in favor say "Aye", opposed "Ho."” 'The "Ayes™ have it.

Ve will nsY§Cnll for the question on the originel motion
ne smended. All in favor of Governor Fencher's motion plesse erey
"Aye" .

Hr. Wold: V%hat is the question now?

¥r' Chairman: We are about to reach s point where we

-
will vote to appoint a committee three to cousider lip. McKay's

plen and report on it to-merrow morning. All those iu faver
that motion say "Aye"; opposed "lo".
The motion i® carried; and ss'thiecommittee hae & metter
same importance to consider, I don't know but what we ought
¢
eall for velunteers.
Wr. Alken: By what process would it be possible to get
a reconsiderstion of that motion. I aiun't underetend exactly
what it was. Ve are most of us very tired and it is after 11
o'clock. I understeod that the committee wae to report to thie
board within three or four deys. It seems to me that 1%t is im-
poseible for any coimmittee to give intelligent considerntion
to this whole queetion and réport to-morrow morning. It is now
1180 I would iike to 'ssk if it ie not etill poseible to
XBx consider another motion.

Nr. Chairman: Anybody who voted"Aye" mry move to re-

coneider.
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Mre. Sewyert: I move to reconsider that moiion.

Hre Alkon: 1 second tha moiion to reconsider,

iy, Uhairmen: Pebate, I may say, ought to be sxaluded
on this motion a8 we have voted on it. The vote is now to
roaonpider the motion. A1l in favor say "Aye"; opposed say"Ne".

The motion to recomsider is now earrisd, snd I believe I
am sorrest in saying we have to vote on the originsl motion as
smended. All thome in fever of that motion please say "iye"s
those opposed, "Nel If this vote is ocarried it mesns that
the committee must meke s report at to-morrow's mecting, on this
gsubjeots If 1% 18 lost 1t i atill open, and we have to recone
gider entirely the ﬁhola subject of what we will do, I now ask
for the vote on the original appointument of & comuittee of three.
Those in favor ssy "Aye" , oprosed , "Ho", The motion is lomt%,
genti&mnn. The subject is now right where we hegan before.

Hr. Adken: I move that the matter be reférrad %o 8 oom-
mittee of thres whioh shall report &t the next ueneral‘meeting
of governors, Is that motion seconded?

| Jire Vold: I second the motlone.

My, Cheirmen: The motionis wade and seconded thet a

comnittee of three be appbinted to consider the whole gquestion

f settleoments betwoen fﬁﬁer&l regarve bhenks and make thelr
report ﬁt ﬁhm next peneral mecting of the governors of the banks, :
the motion ie wecanﬁa& smd I will ssk thode in favor of it %o

: !
gay "Aye", those oppaaaa,”ﬁo.“

The métien is unenimously carried this time,

I1f the Chélr le ywrmittéﬁ Yo offer & motion, 1% would
be thet we defer conslderdng nntil to-morrow, ghat we shall de
to~ norrov.

#r, Tellsy I wonld like to move thet we pupsne the poliey

1o ¥
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¥r, Sawyer: I move to reconsider that motion.

Kr. Aiken:; I second ihe motion to reconsider,

¥r. Chairmen: %The debate, I may say, ought 'to be excluded
from this question re® we have voted on it. 'he vote is now to
reconsider the motion. All in faver say "Aye"; opposed say "No."

The motion to reconsider is now carried, and I believe I
am correct in saying we have to vote on the originel motion as
emended. All those in faver of that motion please sey "Aye";
thoee opposed, "No." If thie vote ie cerried it means thet
the committee must make a report at to-morrow's meeting, on this
pubject. If it&ﬁost it is etill open, and we have to reconsgider
entirely the whole subject of what we will do. I now ask for
the vote on the original appointment of & committee of three.
Thoee in favor say "Aye", opposed, "No". "The motion is lost,
gentlemen. The subject is now right where we begen befors.

lr. Aiken: I move that the matter be referred to a come
mittee of three which shell report et the next general mesting
of governore. Is that motion seconded?

Mr. Wold: I second the motion,

Mr' Ghairmen: The motion is medé end seconded that &
committee of three be appointed to consider the whole question
of settlemente between federal reserve banks and make their
report at the next genersl megting of the governore of the banks.
That motion is seconded #nd I will ek those in favor of it o
say "hAye"; thoee opposed, "No."

The motion ie unanimously carried this time.

if the Cheir is permitted to offer a motion, it would be
that we defer considering until taqnor?dﬁ, vhot we shall do
to-morrow,

-~

Nr. Welle: I would like to move that we pursuse the poligy
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outlined by Mr. Seay, if Itcan get a second to that.

Mr. Cheirmen: 8Since it is after 11:30 o'clock, I mey
suggest that as a metter of exect parliamentary proceedings, sny-
body in thie room can meke a motion to adjourn on their own ac-

count.

I move thet we sdjourn.

Kr. Ses I second the motion.
N¥r. Chairman: - It ie moved and seconded thail we ad-
journee-
Welle: Until what hour?
Chairmen: ~--gay 10 o'clock to-morrow mormning, teo

the hour of ten.

A motion to sdjourn until 9:30 the following morning

wae carried and the meeting then adjourned,
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