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Meeting of the Conference of Covernmeors of the Federal Resecrve
Banks, Wew Willard Notel, Washingtom, D. U., December 11, 1914.

(Prior to the arrival of all of the members of the conference
& genmerel discussion was indulged in relative to the scope of the
meeting and as to whether or not the sesaion sheuld be commenced
before the arrival of all of the membors.)

. MoChord: I want to make & little remark as a southern
demcorat. It may be almpst neceszary to have the twelve banks to
wmoet the demands of their constituents, but at the same time they
have so interwoven the proposition that it is & contral bank. How
gome of the genstors have adnitted £hai te me, By this system of
having one clearing house it makes them all one undt.

Mrs Seay: The acceptanse of any ides invelves only an adjusiment
of the mind - a certain adjustment of the difforénce until we perceive
the ideas. By accepting that objection, and I believe that that is
the course which this will very probably take, what is mest effective
will be brought into play, and that recoguizing that idea, that it
will be genorally accepied thevefore if the central idea is the most
practical that they will be contemted to have & form of divisien into
regions with the esasemce of central cantrel. All of which ia respect-
fully submitted. |

By the arrangement each individual x§§§§33 is relieved of person-
al responsibility for the scowmlation of balances in another bank, as
it oan be relieved, I believe, by the cemtral buoard of control. Then
I should think there wonld be removed from it whatever theve is of
apprehension of having balances somewhat out of ocur contrel in another
part of the country.

¥My. Chairman: Possibly I take a very radical view of the experi-
ment -~ if we may call it an experiment « than seme of the others, be~
cause from the standard of the New York Banmk I think we would be guite
willing to say that on balamces for which we were debtor te the other
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Fedoral Reserve Ranks we would ship nt any time on veguest the bal-
ance for which we wers orediter with cther Federal Reserve Banks. We
would be quite willing to let them scoummlate until they amount to
ten or fifteen million dellars.

It is net goling to affect our cash position ome particle s¢ long
as we treat the due from and due e each Federal Reserve Dank the same
a8 cash. The only two guestions imvolved from cur point of view are:
fivst, how the cost of these 9hipmants shall be berne, by the debtor
or by the ereditor bank, or shall they be divided; second, are we
safs in pormitting the scoumulation of items in the mall which would
sount as #naorven at both ends of the line for a short time,

Any method of safaguard on the dyafts on Federal Rezerve Banks
would be entirely accagtable to ug, In case of any agreement that
is made here as to & fair method of dividing the cesit of shipment,
which I don't think is going %o be as leavy as gome of us fear, will
be entirely satisfactory te us:

The shipments if they were simply for the net balandes as between

" émo bank shd 811 the othérs would smount t6 & great deal less than if
each bank took care of each other bank, and be a very economical way
of handling the problem. It would be & saving to all the Federal
Reserve Banks., If you are goiné to settle debits and oredits of

gach bank individually you are going to have a great many tramsactions,
whereas i there is a elnaring prﬂyaaitian put in effect some place,
some hew, .then th¢ only aqttlemants required will be the net balances
between one and all the others. Thus it uiil greatly reduce the

anount of settlemonts.

Pergonally I believe that if we try this oul, no money will be
shipped excepht possibly between Boston and Hew York, Beston and
Philadelphia, or New York and Philadelphis.

Mr, Bhoados: In two days I could sccumulate as due Philadelphia

soven millions of dellars from other Federal Reserve Banks, end I

would ba whip-sawed.




¥Mr. Seay: (Interposing) How about in five days?
Mr. Rhoades: It does Jjust the same,
Mrs Semys It could net possibly de so for a pericd long enough

o -
Mr. Rhoadess (Interposing) But I wouldn't have anything left.

Hr, Seay: But you get semething for which you can demand settle-
nent.

ke, Bardwell: You srs due from one bank,.

lr. MoKay: Mr. Rhoades' idea is that he runs long on cash and
short on exchange and has 4o be converting cash into exchange con-
timmously. JIsn't that the ideal

Mr, Rhoadest I anm whipsawed both ways.

Mr, Chairmans When he gets the settlemémtis of his sollectiony
items he gets exchange on Philedelphia which will be setilod through
the clearing house in cash, and the ultimate end is that the ameunt
of your net outstanding due from the other Federal Reserve Lanks I
believe cannol exceed the amount whigh you have in the mail, The
question is how high will it run.

¥r. Rhosdsas Very high. It will most likely run very high.

Mr, MoChords As to the shipment of currency wmder the old
system, which we are merging out of inte the new, the converting of
currency into oredits. The new systea which we are opening up will
we realize prevent such a large shipmemt of currency from these
centers. And coming back will be the benks own oredit against
its reduction of its loan., There will bo a large amount of credits
which will be covered by exchanges of produce and not by shipments
of currency.

My, Afkent It secems to me that -e are making & mountain out of
this expense matier. I cammot conceive of this empense rumning up
to any such great amount - an amount that is & seriocus question.
Shipments at best wont be very frequent; and in connection with
that you have to take into comsideration the expenae of telegraphe
ing, whioh might amount to ten or twenty thousand dollars a year.

Mr, MeGhord: Thirty, I figure.
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Hr, Adken: It seems to me that the expense is not so great as
to be a deterrent at all.

Hr. Chaiwmant The motion as prevailling provided for the appoint~
ment of a committes of three to consider the whole subject of the
settlement of balances between Pedoral Reserve Banks. That motion
did mot specifically state that the Chairman was %o appeint such a
coumittee, and I would like 4o be quite clear, ir. Fancher you made
the motion, was that the intentiont?

Mr, Fancher: That was my thought.

Mp, Chairman: If that is the thought, before making the appointe
ment I want to suggest cne or two things in connection with the werk
of the commitiess one, that if 1% is decided to appoint m settlement
agent for the Federal Reserve lank balances it will undoubtedly re-
quire the shipment of an indtdal amount of reserve momey by each
Federal Reserve Bank in order to create a balamce for the purpose
in the hands of a settling agemt. Rether for sach of the Federal

Reasorve Banks tq‘make guch a shipmanx. the suggestion was made the

other day that the Zecreétary of the Tressury has under consideration
now & plan for making a deposit in the Federal Reserve Banks end it
might ‘be desirable to have a large deposit made by the Department
in the banks which is to act as the eirculation for all twelve of
the banks and thereby create a fund which would in fact be & reserve
fund for each bank that would be in the hands of the settling NEMNX
bank. I think we ought to be thinking about this matter and how

it should be considersed.

Another of the subjeots that I did not bring up yesterday.
Whichever one of the banks is constituted the settling agent will
thereby be relieved of all expense of shipment of reserves for its
‘own agoount, and, furthermore, in affecting settlemsnts of exchange
between its own acoount and that of its member banks and that of its
customers thers may arise there profit or less by reasen of the pur-
chage of exchange, and it seems to me we ought to have more clearly
in mind the limitations which are to surround the ability of that
bank to make profite or possibly to incur expenses - how they should
be distributed and so on,
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Furthermore, some allowance for clerical expenses ought to be

talen inte conmsideration in conmesiion with the saving of shipments

for its own account.

We have given a great deal of comsideration to the question of
which would be in fact the most economical point of settlement balw-
anceg, if that plem is adopted. In point of time it is either
Chicage or Cleveland, possibly on assount of its loeality things
point mest faverably £o Cleveland., On the other hand, I think the
moment this question im submitted to the Federal Reserve Board I
think it would be found that they have their omm ideas of how this
matter should be settled, and some members of the Board mey lean very
strongly in favor of establishing & clearing fund in Washington,
which would aveid the necessity of any shipment whatewer.

Mr, Fancher: One thing to take iubto consideration going out of
Vashington and that is to find a oity that hes adequate vault facile
ities. Ve have not got it. We could mot provide places there for
the repository of any considerable smount of momey, unless it was
in very large bills and could be kept in a very amall space. Ve
could not handle %t because our facilities are limited. We have no
sub~treasury, and of course Chicago would have much batier facilities
than we have in caring for the physical end of it.

Mr., Chairman: Our program now calls for a decision in regard to
the method t¢ be pursued in haﬁdling federal reserve checks and set-
tling resuliing balances during the interval before the report of the
gomrdttiee fs submitied and acted upon. I suggest that to sid in the
deliberation of that maitter that we deolde when and where we meet the
next time, while suy period for which this temporary plan is to oper-
ate -

Mr, Fancher: Might it not be well, taking the matter under con-
gideration, for us {o meet in some gentral point next time - good
railroad {acilities for reaching therel

Mr. Beay: At the risk of having my imnocence misinterpreted by
reason of my being in such close proximity to Washington, I should
like to have {the members comsider in that connection that whatever




we nay do at any time is subjeed to final determination by the
Eoard at 4his peint, snd in our deliberations ws might csven have
to conault them bhefore we reash a decision in many cases. If we
were 1o meet at cne of the more centrally locatsd cities amd then
have t¢ send a committes perhaps to Washington te repori the re-
sultas of our deliberations, possibly after all there would be more
delay in that manmer than by the ome which is aprarently adoptied,
that of meeting in Washingtom.

¥r. Chairmam: We can at least possibly decids separately by
saparate motion whem we will meet again,

Mr, MeDougals Do you thijk we would require mere than a two
day session? If not,; I would suggest that we mske it either Friday
the 28nd or Friday the 29%h 4f that comes within the limit of our
resolution -~ whatever that may have beem - Friday the 22nd or
Friday the 29th of January.

My, Chairman: The question of date is still opem, we can fix
any date.

Mr, Seayr I believe a later day wonld be preferable.

Hr. MeDougall: How late can we effect 1t in sccordsnes with the
reselution?

lr, Seayt That has not been formulated. The 29th of Janusry
I sheuld think would be & very favorable date.

Mre MeDougalls I would offsr s a motion that our meeting fLor
the purpese cutlined be held om the 29th and 30th of Jamuary. That
will be Priday and Ssturday, if thet is setisfactory.

Mr. Chairman: Is that motion seconded?

My, Aikon: Seconded.

¥y, Wolls: IXs the firat of February on lMonday; our board mosts
on the firet Tuesday?

Mr., MeDougall: You can readily set that back to some other date.

(Then followed & general discussion as to whether or not the

mnembers of the conference would be able to attend on the dates pro-

posed or whether gome other dates would better suit the majority.)
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Mre HoDougall: Vr, Chuiymen, it geens that a week sarlier would
suld some of ithe gontlemem better. It would sult we just as well;
let's make 41 the 02nd end E3pd. Therefore 1 change my motion %o
indisate the 2ond and £3xd, for the next meeting.

Mro Aﬁ.k&nt Seconded.

Mr. Smwyers That is the {dme of our directors® meeting; I missed

one this week, I prefer a later date.

Hr. Seay: Can't you postpone 117

Uy, MeDougalls . Mr, Sawyer, this meeting ran into our directors’
moeting and I sat il ahead two or three days.

lr. Seayr It ran into curs and we sat it shead.

Hr, Adkemt I missed a directors' moeting yesterday.

(Then followed a further general discussion as to whether or not
the membera of the conference would be able to aittend on ihe dates pro-
posed or whether some other dates would better suit the majority.)

“ilre Cheiruan:  The metion as made by CGovernmor Mebougall, and
seoonded, is to hold our next meeting on the 2ind and £3rd of January.
Is there say further debate of thui motion? If mot, I will esk these
in favor to siguily by saying "Aye¥. (MAyes® responded.,) Carried.

M, Chairmen: Now let's discuss the place of meeting.

MeChord: I move that the place be Washingten.

Rlwedes: 1 second that.

Chailrian: Any debatel

Seay: I think thet you will have 1o establish an office and
& ropresentative in Washington.

Mr. HoUhord: I think it is almost necessary to have the next
meeting heve because of the unsettlsd relations with the Board.

Mr. Chalrmans Is there any further debste on the motien? If not,
I will put ihe guestion. All in favor of holding the next meeting in
Washingion pleage say Yaye". (¥Ayes" responded.) Carried.

kv, Chairmens Before we take up the rest of the business of
this meeting should not we have a littie better understanding of
our organization? &hall we continuey Shall we assemble the records
of this proceeding at New York and send the necessary advice for the
members, and uniil the next meeting have Mr. Curtis act as the inter-
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