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SECOND CONFERENCE OF GOVEERNOES

JANUARY 20, 1915.

e Report of special commitiee on Federal reserve bank settlements.

(a) Expenses of shipping currency and of purchasing

exchange in settlement of balances between
Federal reserve banks.,

Transcript of réciproecal accounts between Federal
reserve banks.

Summary of above ac?ounts.
(d) Government deposits,
(e) Sub Treasury transfers.
Report of Governor Rhoads as sub cqmmittee on cipher code,
Membership in bankers associations.
Receipt of national bank notes for member banks desiring to use

Federal reserve banks as redempition agencies.

Uniform methed of deferring charging off so-called organization

expenses as suggested by Federal Reserve Board,

Bonding of employees to the bar“~ and to the Federal reserve agents,

Comptroller's recent ruling disgontinuing permission to deduct
national bank notes on hand in computing reserves of member
banks,

Time deposits,

Report of counsel in the matter of walver of demand notice and

protest.
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Collection of notes discounted by Federal reserve banks payable
outside their own districts.

Compensation of members of Federal Advisory Council.

Definition of "eligible paper."

Regulations respecting revenue warrants.

Regulations respecting acceptances.

Credit information for members.

Form and number of reports by member banks « statistics,

Foreign exchange.

Journal of Commerce article.

Should the Govermors' Conference prepare and publish in the press
a general answer to all the newspaper criticisms o the so=
called failure of the Federal Reserve System to meet the ex-
pectations of the public?

Approval of discount rates by Federal Reserve Board.

Directors' profits in dealing with bank.

General Sub Treasury relations.

Appointment of examiners as Deputy Federal Reserve Agents.

Clearing house relations.

State bank memberships.

(a) Recommendations from each Governor relative to
regulations.

(b) Mr. Breckinridge Jones' brief on atove subject.
Collections., ‘ .

(a) Telegraph transfers.

(b) San Francisco plans.

Date and place of next meeting.,
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28, Insurance on currency shipmenis,

29 « Meaning of "lawful money."
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ARGOHD CONPERTHCE OF OYrmaoes

OF PROURAL BNOTRVR B

303 e

Hew Villayd Hi
Yashington,

January 20

10330

Present?

Beg jam: Chalirman, Governor Federal

Hew York,
Joverncr, Fed

Gavernor, Reserve Bank

Governor, Federal Peserve Ba

feay, Covernmor, Tederal Reserve Bank,

¥oCord, CGovemrnor, Pederal Reserve Rank,

HeDougal, Governor, Vederal Reserve Ban)

» g

ite Vells, Governor, Federal Reserve Bank, 8¢
Theo. Yold, Governor, Federal Reserve Bank,

¥ells, Goveraer, Fedoral Ressyve Rank, Dallas,

Enins, Oovernor, Pederal Reéaerve Pank, fan

. Bandrioks, of

i of Lhe Teaderal PFeserve

. ¥oEay, of tha Federal Reserve Bank of Chieamo,

¥, Curtis, Searstary.

soint Conference =ith the Federal

of whom the following were present:

presiding, Mesars. Vorgan, Ting,

Lyerly, Ardley, snd alse Covernore Sesy, Vells, and
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Eaine, whe are alse mesbers of the Federal Advise
Counoil.
bt e e
The Joint Conference was gslled te orxder at 10:50
stalock &, m., ¥r. Jumes B. Forgan, Presiding,
The Chairman? Gentlemsn, this is guite =n inflormal
meeting, by mutual arrangemsnt betwesn The Governors of
Yoedersl Deserve Danks and the Federsl Advisory Coungil.
Council has besn in session Tor two days, Vs knew that
you were to have A session after that time, so @2e theought
wa would gat & day in betwesn, got legether and getl aoquainted.
fp far as the Pederal Advisery Council ls cencarned,
really want 18 to get seme practlioal knowisdge of how
matters are xetng on a4t the 4iffernt Paderal Fsseryve Banke
through the country, and sspecially how the levernors were
gatliing along with the vexing question of celliection of

eountry checks, which guestion the Advisory Council hae not

takan soiion wpon, becauee we have beon wailing for prage

tdonl advice from the sxperience of the Covernors of the
different banks, as it hasg developed.

I do not think there fs anything more that I have to
pay on behall ¢f the Adviscry Council. Yo will be glad
to take up any msttey for comfervnce that the Govermors wigh
to have us take up 4t this medting, and so fayr as the
Advigory Council is gonsernmed, what s» sapecislly want to
know about is 17 you tEink you oan get along #ith the cole

jection of checke?
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(The Chairman then made 2 stataemsnt to the Confarencs
which the reporier was direoted mat to report.)

Tha Chairaans Gontlomen, may wa notl hesy froam the
Governors as to how they ars petting alons the
question of eollection of checks?

Mr, Jaffray: “ould 1t met be & good idea to take up
the eciroular that we disguseed last aight, that is, the cum-;
mergial paper siroulation, and gotl ths Sovermors to pass uron
our recommendations? It will not taks very lons.

The Chalrman: I might say, en behall of the Advisory
Council, that the Freoutive Committes of the Advisory
Couneil had s meeting on Monday, 8t which it took up Cire
sular No. 13, covering the eligibility of commereial paper
for re-distount, and sfter deliberation on that cirocular we
agresd unanimously to sand the following opinion to the
Board:

*In the opinion of kkm This Counsil muny of the reoulyee
ments in conmection with commercial prsper xxs elizible for rew
discount under Cirevlar ¥o. 15 (dated November 10, 1914)
which was deferred wntil July 15, 1915, wnder regsolutien A,
geriesof 1915 (dzated Janmusry 12, 1918) impose inconeenience
upen the business publie, the YPederal Beserve and menber
banks, snd cennol be sueusssfully carvied cut in pract joe,

FIt is ocur opinion that the resulations of the Faderyd
Reserve Deard should provide that the management of the
varidus Psderal Neserve Banks should determine the sdmise

sibility of cemmarcial paper offered fer re-disccuat by
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should be considered wpon its morits,

"Ts would therefors rospsotfully rocommend thal the
raquiresents ia Cireulsar Yo, 13, aommenoing with the wowds
{in the niddle of the sescnd paragraph on page 3 th#racf},
It du, howaver, thought advisable by Lhe Board to reguire
that on and after January 15, 1915, eate., should be permine
sntly evlininated.”

Teen we disouaged that st ths Advisory Counecil we learnsd
from ¥r, Beay that there wae ansther elirsulsr in grexaration
that badl been sent put to Exxisxs the Covernors for their
commideration, and that the mnew gireular went a long way teo
serrect the evils of Lhe former eirculsr. fe we waﬁz te the
Federal Board snd assked them for a vopy of the tentative cire
culay they had gotten out, being elrsular Ho, 3, Serie of 1015,
and tholy regulatien B in regard to commereisl psper. Pirse
hape you gentlomen have ssen that, Howaver Lhat may be, we
will 1ot it go. Thae circular was 21l rizht and the
Regulation B is all right so far as the statutery r&ﬁuxraé
ments and Lthe oharacter of the papar 9lizible avre goncerned.
¥hen 1t ocomes down to the method of certifying eligibility
we regpommended that the requirement be eliminated; that
is, that the rubber stamp 'Wligihla for rediseount in

Paderal Aeserve Ranks undey Federsl Teserve Board Regulation

B, oredit Tile, name of mombor bank,™ and so fmr%h, should be

eliminated, It out down that segtion referring to certifye
ing to eligibility to slimply this:
"Every mambor bank ©ill bs reguired to ceritfy in the

letter of apriicstion, unioer tha siznature of = duly Suthare
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ised officer, that, to ths best of his kusvledse and belial,
the Bill wae issued for one of the purpose mgntianed in
paragraplie T{e)] and IX(a) hareof, and that it conform to

the provisions of the Aot and the requiresents of ihis resue
lation.”

Timl hus been changed to agree with the eliminstion that
has alraady taken vlage,

Then “Every member bank should maintain & ovedit il ew-
and this 19 & mers sugzestion «-= "whioh should contain &
statement of the finanetial coniition of the borrovwer, sithey
signed by the borrever or duly certified by a mewber bunk oy
motary publie, to ba a gopry of the signad statement. Sush
statement should contain all thas informastion sssential te
4 elear and correct knewledse of the borrewerts credit
and of his methods of borrvwing. A sehedule spesifying
eortain information which sueh statemeni should centain apd
the main poinis to ba okesrved is herets svpendsd.®

Then T coms to the appendix. 72 gut ovi the "ectien
D and Bestion B, in regard to the maxismmm and sinismum ameunt
of shnrt tire losnes during the yr&ésﬁing year apd the
antioivated maxisgs duving the present yaar; asd feotion I,
refering % & statemenl avidencing the purpoad of suash shoart
Lime Joans and the ypolicy of the borrower in Finaneing slew,
rermanant or fized assets.

e loft the osthera as they wers. It is anlyasuggesa

Lion as to how the statlesent showld e made, but we did not

Lhimk Lt woe practicable %o ask borrowers for that kind of

information. Ve lofs it st ihat. e nad & discussion
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sion on thesm, althoughk of sourse I do not knew how they =131}
finally decide the matter,

r. Tolds Did you take sxeeption to parssgrarh 1 of
Beation O, ueh ki bears fthe ‘slgnature of the rurohasey

and the seller of the goods, and contains a statement en its

fage that 1% iz issuved for goods avturlly purchased or sold?

The Ohafirmsne - truck that w31l out.
ir. Strong Hr. Chalirmsin, this sircular which

sonsidered by the Adviscry Council has not

k
sddered by the Governors st » nogting, It »u8 pubmittsd to
A committoe of five Ooverners that mst in Wew York last

woek to odénusider other matters, the informal undsrstanding
being that it would be tuker up at our meeting here this
woek, Inasmuch ns moat of the Coverrors havs not had an
opportunity to consider it snd discuss it sang thamselven,
migﬁa it noi sorvs gha rurpese L0 DAave your yacommendation
submitted to the Govarners for consideraticn new whan they
tske up this propossd regulation, mo that they oan have the
benafit of your views on the matter?

Thas Chairmans T think 4t is well for the Covernsrs te
know that we have yut in that recommendation, and they ean
follow it up with ferther elimination, if they want to. T&
is & question of elimination I thimk: (Laughter)

If that is the gense of the mealing, we will lesve it
that way, We have put before you our recemsendation in

that rarticular, and we will leave it for the Governors to

sonasider.

How, T abmll bs zlad to heay from the Oovernors om this
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| question of how you are getting slong on chegk collasations,
s want that beocsuse we will probahly bs asked for osur opine
ione before very long and vwe want to know the practical end

of it, how it is working out, and bow 1t gan he worked oul.

Hrs Strong: This subject of domestic exchance, &e

have considered it, or as the Covernors have donsidersd
it divided 1%@@1? naturilly inte two guite separate agsounis
that nre, howsved, interdependent, ne is the =x adjustment |
ef balances between Federal Tecerve Banks that ariss from
the dandling of ohegks drawn on Pederal Resaryve Banks;
P and the pther is the general subject of clearing ohsoks
| drasn on nembear banks.
Soma Tizures that we heave drawa wp in ¥ow Yerk, from
puy axperiencs in the handling of checks dyawn on Federal
Reserve Banks, are rather enligzhtening. fince the bank was
spened, 1 should say starting with about the end of the first
| weak in nﬂﬁambar, or ths middle of December, we have handled
through the sotounts with the other gleoven banks & total of
and
ninety aillions of sxobange, the net Jebit ux owing to us
by the other sleven banks teday id $38,000,000., That looks
dike 3 very startling sum of monsy, ana my sxperience in dige
cussing the matter with the Jovermors leads ms to dalievs
| that the sxpense of adjusting theso balances seems to them
to be & vary serious matter. 7Te have asked one of the
best insursnce brekers in New York o prepare & proposi-
tion for the shipment of currency to ssttle these balanoes.
Ee has subsitted to us & sahedule of Rigwman figures for tihip=

mant betwesn all the twelve banke; that s, 132 avenues oy
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shipment of ourrenty. & bave apnlied kis prepositien
to the sxvenne of setiling the balance of sighteen millicons
that ure mov owing the Paderal Reserve Nank of New York,
apd we find thal 1t would cost {180 thiat 18 to eay, 5t
will eowt us 55400 to setile oul huif of the sxrenses, snd
the ather 5000 will be divided among the other sleven banks,

S0 1 am not sesred to death yetl sbout the sxyense of
setiling bulanges that arise cult of these transactions, i it
is thouzht %ike to make exshange {hrough that moethed,

The gross figures indieating the expenue of shipring
thies axohange, if the offael bad pmet arisen, are nlse rather
interesting,

It would cest 25,800 for ths other eleven bhanks te ship
vé Lthe smount that they owe va on the balance, and it sould hav
gost us about 83400 for us o ship whut we owe them on the
eradit side of our sgoount, so thatl the Zress exrense, Ape
rroachiag 5_}{::(3{3{;. fa raduced to = net expense of about 1200,

It seenmn to mo that the striking ithing about our zosuvunt
iz that, having hondled ninety miliions of dollars throush

the acoounts, thers wae 816,000,000 net, that it #4111 cost

awbout $1800 to setile,

I do not want you to fesl, B bowever, that I believe that
vhat we are now doing is & ssund Lhimg to do, It gives rise
to two things, It eveates s float between Veded#dl Reserve
banke that Y think cught to bBe precipitated and eliminsted,.

It also opens the deor to member banks abusing the priviloge
of drawing sgainst bdalances that do not exist,

At the lant meeting of the Governmors that matter was




discussed ad niussam. Ii Tinadly resulied in the spw
peintment of u thoroughly compatent committes ﬁa denl with
the matter, and when thﬂi gommitine of five mst itg?;und
that inetesd of having twelve opinions, that existed at the
meeting of Lhe twslve lovernors, they had ryeduced it te five
opiniens. {(Lsughter) Applying the process of ad
naysesn sxhaustium we finelly succeeded in preparing a
reyort whieh will be submitted whem the Covernors moet and
T hove will rasult in 2 sethoed bDeing arrived st for deale
ing with the balsnoes between the reservs banks that will
be sroper, falr and economioal.

That, briefly, is the situstien from the standpoivt of
Hew YeorX of the checks drawn on FPdderal Reserve Barks,

How, %3 %o the genernl subject o¢f ocolliectingk checks
ayain on oustomers of meunber baks, they are s little
differently sltusted in New York than in any other dige
triet. There are three reserve slities in our distriot;
Wew Yerk, Brooklyn and Aldbany. Breocklyn is incluvded in
the New York slesring house ares, so that we oniy have
fibany to deal with in handling cheoks drawn on national
banks, member bBanks, in ressrve cities, There are only
thres wmender banks In Albany. Ve have had no great dife-
fiewlty in handling cheoks drawn on those banks, and ho
Probiem haw srisen wilh us; but we have been urged e-- 7

w1kl met S8y urged --- hut it has heem mugpested we were &

1ittle slow in undertaking the clenramce of oheoks within out

diesiriet, Therefore, following the last conference of Guver-

indicate
nors we undertosk to got soms data im Wew York to dxikakhks what
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the problom would be i we undertoek Tirst to olear the
chedks within our own distriot, and setond to ¢lsur chooks
drawn on mesber banks ouleide of the District. I osne

not zive you the figures from memery, but ae t¢ the whole
gravlem of handliing checks from the whole country, 4t is
something liks thiss

Inclusive of the clearinge that go tkhrough the New Yexrk
Dlearing Fouse; that is, of the e¢heoks which are sluply
handled betwesn member banks in the City of Wew Yerk, whick
average in aMﬁﬁnk from §250,000,000 to $500,000,000 a.day.
¥p find that 446 cutl of 487 mambor danks in our distriot,if
they sent 8ll of their fitems, would send us I33,000 sheaks
every day, amounting to 846,500,000, whioch we would have te
handled

I may be wrong in this, bdut I believe that . the
theory of ¢harge and credit whiockh has boen discussed as the
preper method of clearing cheake throughout the country ean
only be operatad if the debit ie always offset by the oredit)

that is to say, if we are Lo charge checks to our member

banks ' agecownia, we have got o eredit Lthss with the checls

that they sre reosiving, otherswise the bhalance will be
constantly ispaired, That will necesanrily imply that

we will gradually take over ohecks %o zo through the

¥ew York Clsaring Fouse. In order to have thoe offsetl «ww.on
bath aldes of the scoount --- we have endsavored to zet & 1153
on what velume of business we wpuld have Lo handle if we

tovk member bank checks in New Vork City.




il

At nearly as we can ostimnie there 2re sbhout 2500 men
engaged for twe hours svery merning, Iin Wew York, making wup
the elearing houvee rocords of the oity clesring. Ve estie
mate that if all the iters golns throuzh the glearing houne
would mitinetely come to us, that is te say, eliminatin: tLhe
SObnnks vhich are mol mesbere, and itaking saly the twentye
ninebanks that are clesrine, and thal ayre members of the
Pedrral Peverve Bank Bystem, we beifeve it would result in our
andling wliimately ene half of all the ftems that go threugh
the clearing house, and it would prebably take freom 1,000 to

Of osourse we
have the bsnefit of a large ameunt of ressurces in gold
locked up in the asafe deposit waults there, but ¥ do net
want to eonduct thie emormous operation, inless it i{s neces~
sary to do it Furthersore, I do net want to see the
Pederal Reserve Banks in Wew York undertake that tremendous
cperation wntil we know that it oam be sueceesfully done and
dons on sound lines.

the

Speaking only for New York bank I hive sc many very
grave doubts sbout the soundness of the sohems that bas been
diseussed, of charging 1tems snd orediting ftems through
the reserve accounte of the member bdanks, that my pesi-
tion ie to urge the utnost aol!harﬁtian and eare before
we undertake somelhing that may lead us onte dangerous
ground.

The Chalrsant Ferhaps wo may hear from some of the

other Governors. Mr. MeDougsl, will vou tell us how you

are getiing along in Chicagel.
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Hr. HeDougals: In Chioage we hava been urged by the
Pederal Reserve Doard te extend sur acticities, and we haye
songidered in execulive commities weetings A numer of times
the advisability of opening up the sntirs distriet. One
thing, sbove all ethers, which had delayed sction, has been
the lack of any definite authority or advice ng to what we
ware to de in the aatter of charging and erediting items
&8 Lhey came ins

The Board in Washington has indicatsd sose iampatience
recently, snd that has resulted in our considering the mate
tar ngalin last week in sxecutive mmaxkax commitise meeting.

T think that if T should rend & letter that we sert o
Governor Faslin, following that meetinz, 1t would give a
pretty good indication of what we ars yrepared %o do. it
#ill also be interesting to thess gentleanen,

Et might also be interesting to sohe of those present

to know Lhat up to the present tise we heve confined our

operations, in so fay as chesk handling is concermed, to
itoms drewn upon member dasks im roserve cities and items

"

drawn upen the other federal reserve banks, on
Jasusyy 15, 19195, this letier was sent to Hom, Chaxrles %,
Haulin, Governcer, Paderml Peserve Board, Washéngton, b, 2.,
rRire
The Federal Neserve Bank of Chioage up to the

rresent Llme hae sonfined its setivities with resrect to

the bendling of cheoke teo items drasvm on member banks in

drawn
resarve cities of this distriet and teo 1tens o on the
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otlay aleven Federal sesorve Banksh
matter of extending oul activities te include the

hendling of checks drawn on aAll other banks within thie

district has beoen delayved with a view of determinizn our

rizhts with respeot te the charzing sand orediting of items as
recelived. Sur Executive Commities at Its mesling today
again discuvesed the sudblect and has instruvoted me to present
te vour Board for consideration & plan wkk wnday whiech it ie
praposed Lo receive from ite devositors items on aAll mewber
district.
items drawn on nember banks within this dise
sroiited imseditaely upon receipt,

2 = Thons yotelved not te be imceditely oharged
againuet wmesber hanks' sccounts, gharszes {o be deferred for
tws days affording time for member banmks to pretect their
rasayve balinees.,

= Nembar bhanks leeated iIn the City of Chiocage, 1t ia
balieved, will sgres ts CRrry nince-sighteenths of their
resgrves with us, the sxoess %o gover the asrresate amount
of itrmes in trensit arising Trom deferroed charges.
plan, 1t is belisved, would be faverally
rogeived by our membar bhanks, Frovided the Chicage Panke
egres to ohrry the exvess halances referrved to above we
adept the plas as outlined, iIf tho same
sprroval of your Board,
Grall your advice In ihe premises before progecde

ing Turthor.

Vary truly yvours,

Sovernor."™




That s the way »s understend it in Chieage.
Our sparations betwsen federsl reserve banks huve tatur-
41y not been oo great ss those referred to bWy Sovernsy
and the net result of our gperations tedate las Orce

%ted & balance of 82,380,750.36, or the net ameunt due us

from Lhe Federal Baserve Fanks; that ds;, that is Lre msoupt

that they will beve to setile with us sme way or snother,

The Chalrnman: There ie ons feature in Chiesge that I
think Mr, HeDougal mizht have mentioned, and that is the
2laim by some of the larger towns throwh our distriet, whiokh
40 nol happen to be reserve citf:é:‘!ii, But do Pave guite a
aliontalle of gountry bank businesss, complaining that by
epening up Lthe Poders) Nesarve City Danks there fe & dice
orininstion orsated sgainst them which was not permitted by
law, And thare b something in that, toes The banke
in these raserve cities began supplying their oustomers
With yubber stamps, snd the customers would stamp on the
¢henks, "Par through FPedersl Peserve Bank st Chicagor,
which stirsoted the attention of these oihe good sizad
eitiss which were not havimg thst privilege; ind there ie
% graat deal in that, too,

Br. HoeDougnl: And 1t wae mode Lhe basis for solicitae
tiono? business, "Your cheek, drawn upon us, is gsed in
this distriot at pay, whersas the fellew you are doing busie
ness with sould net offer you that privilecs at urosant ,*
That is very true,

The Chalrmung Hr. Beay, will yeu be good snough teo

give us such information as you have alpng this line, 4
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know you have besn studying the subject.

Hr. Gesy: Hr. Chairman, we haye all boon studying
the subject from different sngles and from the point of
view of oonditions in the different districts. I suprose
that T am only a little further from & Goncliusion than the
others. Ye have besn endeavering to obhtain the opinion
of bankers in our district om this matier, and weo find that
quites & state of confusion exists mmong them, The
most that we hoped, in asking them to give us their opinien
of #hat ought %o be done, was to get them to thinking on the
subjeet in order that they might see how complicated: 1t NS,
and whal our ovn diffioulties were in comins to a conslion
in thelr behalfe

Ye sent oul certain ingquiriss to five hundred members
and wa received replies from only about twe hundred. I
think the others wers tec much puzzled to reply. Tn faot
we gol many letiers indicating that and one gentlemsn pro-
rosed that we have & convention temisouss it. (Laughter)
I told ldm T thought it would last 720 days out of the

Your. {Lauvghnter) I informed him that the Covernors had

| bean having several conventions to discuse it and that they

had not arrived at any definite conclusion and they falt

‘ hopsless about arriving at a asonclusien throush the mediunm

of a sonvention, I think most of the GSovermors hers are

 familiar with the character of gquestions that were asked the

membsr banks, heoususe we oxoehanged eiroviars] but T think

 pexhaps the result of the inquiries in our 4istrict may be

of interesi to wa all;

Governor Strong mentioned the two plans under consideras
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tion, One of Lhem wae $o give ths oradit, and the othey
waes deferring the dbbit on such ohacks that we received and
forward te scmber banks snd msking lmsadiate debots in
erder to make the of Pset. Ys therelore aaked the member
banks the firet question, whick is as follows:

*Do you belisve that all the chooks sent &% us by you
should be counted by you at ones in yeour rsserve, and that we
should give you ersdit on reseipt and pay yvour drvafts agnjinst
the same before we receive advice of payment of sush Xomu?®

Ons hundred and forty-one repliad yes to that, Fifty
one revlied no. Five made no positive answer, and the rest
are yet te be heard from.

The seocond question was: "Yould it be satisfactory to
you to have us charze againet fﬁur reserve acoeunt with
this bank all ehetks druwn on your bank, ismediately on
re¢2iplt by us sad before they resoh you for emsainationt?*

One hmnmdred and thirty rerlied yes fe that; fifiy-four
rerlisd no. Thirtean gavé ne positive ansesr and the rest
wers ailent.

The third question was:

"Ehould we glve you eredit on receipt for checks on

- other banks sent by you unless we huave your vermission te

- @harge Lo your adeount opn regeist ahecks on vour bank

v rocelived from other Banks?®

hrity-~thres gaid yes to that, They wanted to take

but they weould net give. {Appinuese}] Ons Pundred and

- forty-two said no, and twenty-twe gave ne positive answer,

The Tourth guestion wasg
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*Fhioh would you prefeor ees
*{A} Te¢ have us eredit lasediately all cheoks
o plner members reveived from you =nd oharzs to

you lmmsdiately all cheoks on you received from éther meme

berw, You to sgres to maintain & dalance on cur books, in

additionste ysur local resarvs, sufficlent te moot Ny
cess of debits over oredits, and to yprotect Ite-s ulieat
in the main,t
*Or the altermative:
*IB) To hove us oredit checks sent by you only aftor
advive of paymeni, or #u after the lapsa of sufficient
time %o resch destination, and shazgs to you ohecks drawun on

your bLank only after acknowledgesent of receiyt by vou, or

after the lapse of sufficient time to resch you?'*

Peplying to Lhe imsediate eredit propesiiion ene Mundred

and ninetoen answored yes, that they were willine t4 suse

ﬁtain & balance in excess of their legal reserve, Fiftye

three repiied ne. iTwenty gave no positive znwwer. I
Thave Ehat Just s 1itile wrong, gontlemsn, One ‘undred ard

ninstesn preferred the imsediste oradit dydten, Piftresight

preferred postyoned ersdit to give tins for the shecks to

raneh both ways, and twenty gave mo positive answer,
The Tifth queastion was

"Tould er would not plan (A) suggested above tend to

iead to the pragtiioe of ﬁraw?ggegéaimat non-exisiting bajle

snoes, and promote "kKiting( both en the part of banks and
Andividusias?®

Fifty-Lhen five voplied tlat it would. Hinety-sight said




no, and forty-four gave no answer,

The sixth susation »aag

"o you think that items owtside of Distriot ¥Weo. 5 should
be handled upon tLhe same teryms as ftems within the distriut?
If so, which plan under beading Wo. 4 would you prefer,

(&) or (B)T*

To gquoesiion ¥o. & one bhundred asnd forty-elght said that
items outside of the districl should be handled on the same
plan as iteoms inside the distriet; twemty~three said no and
twehty-aix gave no positive answer.

The seventh question was!

"o you think it reasenible under either of the abeve
sugzesied plans for this bank to make a charge for esllacl-
ing items outalde of Nistriot Mo, 57"

Forty-nno gaid that they thought 1t was right te do
that, Gne hundred and thirty thought mot, and twentyesix
gave no yositive ancwer,

tusstion WNo, B wasg

*De you think thatl sny sember bank should make a
charge of exchangs for items draws upon it o--

(e} Af coming firom within the Distrioet,

{d) If comimg from cutzside the Distriet,

If so, who should pay 189"

Sixty-one Lthought tiere should be a charge; sixty-nine
thought there should not ba s charge; sixtye-seven would not

Zive & positive answer. There was hoyeless conTusden on

the matiter as to vho should pay the exchange. Fleven

an&E&%ha reserve bank should pay it; eight aald that

the payes bank should pay it; forty-five sald that the
igitized for FRASER
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sanding bank should pay it; four said that the colleeting
h&nk.shnuia pay 1t; three said that the drawer shovld pay it
and 123 4id net give a yaply on that question. (Mpriauss)

&z to the pumber of ilteas handled inthe distriot, Y
sant oul some queriew that wseuld give them the laant possidble
trouble. T d4id not send thes in the woy in which T wanted
o send Lhem, I was rsiher ddscouraged by an experienced
bunk wan in our bank, the Voderal Peserve Agent, who 444 mot
think I sught to send tre- 2t all, I t2ld hix= I wanted the |
inforasatien and wis going %o send them. T mersly asked
them to keep an account for & »eel =nd pive ue the volume of
itema thal ihey werse vending dut and the smount received f'rom
all sourcesn, 1 wantad to evervislm them a 1ittle with the
busingss they wers handling and see whal the resull might de 5

if it all went throush our bvank, It was Toxr that vurpone

| that T sent the Inguiries in ths fors ia whelkh T sent them,

I asked them to give the informuticn as to the balance
from itmes sent out by them to thair presently designated
roserve agente; to thely regular correspondents and mise

collaneosus gorrespondents, I feund ibhe zverage number of

| items went out for six days, per day, was 144,000, and the

| amount BY3,000,000, That invioved, of course, iteus re-

gelved from state banks, non-meuber banks and all, I

. suppose that we would handle 2t lesst one half of thaﬁ if 1%

all ¢sme teo Uiky

You remember that the Comptrolier ebtained from the

| bank, some time prior, certain information, and between

g the twp we might form = comelusion. Those veturns oNse

| in very reoomtly, and I have not had time to analyze them
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any morves than 1 aw doing hare now,

The Canptrellar akked the follewing questions of the
YR DS To give (ke pusher of checks on other member banle
cutelde of own city depownited by depssiters ether than
metber banks. In our district that ameunted to 33,000
¢hetks on wenbey banks,

¥r. Sbrong: ¥as that an aversge for one day?

¥r. Seav: I presume Lt i an aversge for one day,

" Then he ssked for all chacks on gther wembsr banks ro-

cedved frem correepondentyg putside of the distriet, That

brought forth Mourtesn theusand; making & to%al of 45,000

itoma, IT you will obesrve be did nol ask them to give them

mader of checks recelved froa coryrespondents within the

district, hys I do not knows That would bo & volume. as
vary |

iargs, perhars, se the sther, or nesrly as large. At

By rate, those twe ftems amountd to 45,000 and the amount

is #:,000,000,

Tha rosources of cur bhank At present are 28,000,000

on depoait and 1,000,000 eapital, and you Kixm therefora gve

what the volums of besiness might be if we undertook te handle
thess ehagks an our member bankas

Thess are the results, gentlsaen, ¥e huave yot to roe
flect wpen them, and disect then, and drsw our sontlusions
from theg,

¥r. Veld: The information yeu have gotten, rsistive

to the nusbay of items and the volume =«~ the manver in whioh

. You have ssked for the information would rise to duplicsation,

Would it met; when you asked for all the items the banks
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sant out?
#r . Beay: "hat is sent out on a single d4ay,
¥y, Told: T should think it would give & duplicstion
of Tifty pey aent.
¥y. Seay: I would mot think sp, sir,.
Told: You geot what the saaller beanks send te the

Hajtimore bank, and what the Baltimore bank gets when they

aond 1t out.

Wr., fleay: The items sent by ths smell banks would not
ke bandled at the other banks until a osurle of days after-xsx
wards ; but taking the same duy, these itome are of interw
g5t and would come Lhrough.

¥r. Telds The federal reserve dank handling today the
items whioh the country bank handled the day before yestarday
or yeetardsy, would make & duplication Just the same,.

Hr, Seay: To what extent. My estimate would be
that we would have 70,000 odd a day, if you take the compe
troller's figures, and they ses=m te de correct,

¥r. Fancher: %111 you tell us about your experisnce
in handling ohecks on other federal reserve banks?

¥r. Seay: I presume all of our experience in handling
checks on, the other banks has been that the number of
cheake ie insignificant and T have not Lthought it worth while
te report to this conflerence the nusbher of cheoks, Te
have setually exeshnged debits with ten of the Federal pe-
serve buanks and we are in bedl Lo two of them. The otharas
ars in debt Lo us in a5 ammll]l amount., ¥Te are very haavily

indeblied to Hew York, twe and & half million dollafe st this




HONSY
‘adiscannts

o &bout
s2n used Lo pay of7 loans teo

.

FMRWUSY TGRS,

gities, and sinoe ve

' S a o
farvayrd thoae

tramafarring the
the 9a8h =1th us. intimatad Lo them ns pently

posaibls Lhe resulis of thoase things, hey did not
I have had to sew
atrongey, and I hope
sannot kesp up. fould % too axpenaive to
(settls pur debts st Wew York. Thare is orly ons way i

aq *

(thle time of the vesr to setils 1% and i¥at is by the shir-

went of surramey. 2 do met haprea Lo have aarthing but

gold, e could tranfler cur gold te New Yerk and take

19Uy chanses an getiing back an squs) mspunt of gold,

That 1s about the atate of affaivs with relatisn ta
the other federal rusorve banks,

rne Ohafrasn: Er, ftyong hags n statzment whiosh
result of & lot of questions to membar banks in the Wew
district, and ithat mizht be interesiine slonys the same

%y s

4 = . g ¢ =
Hr. Btrong, & 82 momber banks in our 4i:
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“# sent them six inguiries smd resceived 430 replise, up
o Ltha time this ststesment was ande.

The first gqueasiion was whether it would ¥e satisfseotory
to them to have s oharge mads agninet their ressrve zosount.
220 anid yes and 110 2218 nos

Ta asked Lthen Af we should give them iﬁ?fﬁﬂdi‘ﬁ-.tﬁ gradit
on receipt of items sent thers. Z71 said yes and 58 said
nite

The third gquestion was %hethﬂr-wa should gives oredit
on reQeipt unlisss ws had sutherity te charge items. 116
said yes and 508 sald mo,

Yarhaps T had better reoad that guestion, as it is not
auite olesr,

“fhould we give you orsdit on recaipts from other banks
unless we have your parmission bo eharze your agcount on

aeolpt with sheoks on your bank received from sther banks?*
11¢ said yes and 308 said no.

The Tourth question was whether they though thay
should smke charges for paying cheske drawn on thelr swn
banks, 202 sald yes and 232 said ne.

The TIifth question was whether they thought the Paderal

Reesrve Banks should make the tharze for celleetins items

| phgyable outside of Nistriet No. Z. 124 sald that they

thought 1t was desirable, and 283 said it w»as not desirabdble

' for the Pederal Resewve Ranls to make charges.

The sizth gquestion was whether the member bank thouzht

‘| the Pederal Reserve Panks should keld items payable outsids

of Distriot Wo. 2 in transit agoounts, paking vrogesds availe

able when checks were paid, 88 thought that they should de
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hank,

e ahve handled, since our epening, vy to and include

ing the 15th Instant, through our aity olearing, = total of
Lame, aggregalting §

That is about ten per cent in amount, and lesas than
ton per cent in number of Jtems that daily go throush the
Hew York Clearing House,

e have bandled through our oountry olearings a
total of 138,958 items, sggregating $37,571,872.287."

That is » 1ittle more than half of what wmould daily ge
through omyr ascount in nusdey of items,

"On Pecember 15th, we axtended the functions of this
bank to inelude the slesrinz of all checke and drafts drasn
againstasmber banks of Distrist Wo. 10, and to inolude clucks
and drafte on other Peaderal Peserve Banks, and osn member lLanks
in ¢they Pederal Reserve citiss,

*On Neceaber 17Lh, owing to the agtion taken by the
Sovernars atl the eonference im Yashington, we advised our

members that we would mot take itewms drawn on danks sutside

ef our districiy except those drown on Pederal BDeserve banks,

"And later, on Decewher 24thk, Bwing to the restrige
tiona pluced on énd@raemanto by neighboring districts, we‘warﬁ
compelled to limit the items to be handled by this bank, to
those bearing mndorssments sntirely within the distriect. is
& reault of thees restrictions, we have had & constderable
seoumulation of bslances sgainst us in 8¢, Louls, Chicage

and New York, which »auld not have resulted sthearvise.

®Since Lhe extension of ithe functions on Decesbhoy 15th,




we have hapdled through the country clesrings an aVﬁragé
daily, 5,301 items sguregating 81,360,200.00. The Loal
pumbar of items handlsd from Deceswmber 15tk tg January 15tk
inclusive, was 137,841, the aggpregale beling $36,381,568,51,

FAll items handled the country departasnt have besn
ahareed te the mambey danks accounts on the day received at
this bank.

*At the cutsel, our mall was considerably delayed in
gotting out of ocur office, and owing to the heavy Xmas

business, the incoming mail was alse delayed, Thin resulted

in suite heavy debit dalances arising agalnst the member

BEHES

"n the fifth day of the operation of this department,

dabit Balances ran over 2N00, 000,00, On the seventh

day, they reached & total of £1,265,000,.00. This ks boon
gradually  rsduced. The toisl at the olose of business Oxture

day {the 16ph instant) belng $458,295.78. Approximately
two=thirde of these debit dalances #rise from our relations
with bankslooated in three of cur reserve vcities, nasely,
Huskoges, Oklakoms City and Tichita. On the 16Lh instant,
out of tha debit balanees agsregating 2438,293,78,
$235,000,00 was vepresented in Oklahoma Cily and Tiehits
alene. *he hanks in these two ¢ities have 2 large nusbay
of nearby countryy correspondents that indulge in the prace
tice of drawing drefte sgainst thelr Yishitz correspondents,
and sending Lthem to Yapsas 01ty banks for orsdit. Theasu
drafts aye in the asturs of transfers In round ssounts,

and since Doosmber 1%th, the legal banke; that iz, the

Yansas City banks have been turtlng these transfer dralts
igitized for FRASER
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rve Bank at Tansag City, Tor credit,
debit balseces; thus etesslened the total
nizness world be greatly raduced.
g ka4 considershlie complaint from ocur country
membay banks on sceount of the loss of axchange whish they
suffer., "n ballieve, hewsver, that Lthis e ohjeation will be

S

therosush axplanstion is made to eanh

showing thanm thoe benalit nioh they may derive

e have besn

have ; had the
sosperation of the othar sleven banks in the way of olesring
alilit

,ies, the writer ballieves that the plan has worked as

wall as could be expected.

"Ragrettiing Covernor Sawyer's imabllity te attend, and

with good wishes for a most suocessful mecting, T am,

Respectfully yours,

Thrall,

our atlornevs

Pilgures syutmitied are the slearins figures
Lhe exoaption that there us 3 statoement of
altuatisn with
gorya Danks. e largaest iten

owe St. Louls abaut 3600, 000
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roast a&re all neminal.

oy

The net 34t bBalanee that 1= owing Fansas City i
2770, 000,

iy

re HoDoupsal

number of itenms
with the reserve cities; and that

Hr. Tols ¥e had our auditor at Kansus City last
waek, and through correspondence

member banks we lesrned that the Yanszs

only putting through Federsl Rsserve Bank items on suek
that they have ne aennectie; whateves L would be
the situntion ®ith relation 1o the Twin Cities, Cur ine
formation leads us to believe that we would not get a
Tein City Bank where Lthey now had an age
gontinue to send to that point dirset, and we
sould simply get the surplus items on points wherse they
hiid no connection whatever, and would prebably handles the
sume musber in &mennt and Iin volume, and not any =ore thean
that .
Forasan: That e the caee in Chiocagoe, too, it it
Melougal?
HeDougal: Yes, sir.
¥ella: (OFf Dallan) That would net be ths case if
4ll of the twelve banks should establish a permanent pisn.,

EEx Ten't it trus that all of the member bankes ars not vbilige

ing any plan === for instance take the csse of Yenyus City www

ps://fraser.stlouisfed.org



2
S
T,
O
K3
2
[
el
2
(2]}
s
[0}
(2]
@
el
=
(2}
Q.




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




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




igitized for FRASER
tps:/fraser.stlouisfed.org




9,
g
9

o
9]

Q2

2
>

ke

o
(]
o
©
(2]
©
o

£

0]




wae an implied suthority which was contained fn the law,
M. Strong: Covared by Lhe blanket provision that Vedere
&1 Peasgrve Banks b authority to rerforam those things whdiah

&

ars 1 dants y the bdusinsss desgrihed Iin Lhe act,

to Ting
rAragraphs,
kX he would constirue
that way; but sometimss it works the othor
He gives a definition or exnot interpretation
ph regardless of what the othey parassrachs hava
Howavey, I
it is u very remsonable opinfeom to give,
The Chairman: There is a necesstry opinion,
goling to do the business under the law,

2

#r. Strong: You represant then those 278 members uf
Severnor Seay's, that did rm*‘ anower that guestion? (Lawughe
ter)

The Chalrenn: I am not prepared to manswer the guet
tion definitely, but T weuld like to see how it is going
to ba worked out before we make a2 decision.

I noiics in the arrancemsnt whigh You suge

geot, Hr., Forgan, fro your distriet, that you introduce & lite

tle outside slement, You sugeest that yot be preyared te

handle checks on members in your district, bdut in erder to

40 so the banks will put up 2 little surplus balance Pund by

which to handle then, Thatxkx s & 1ittle extraneous to
the systens,

The Chairas Yas, it is.

tps://fraser.stlouisfed.org



Sesy: Bunrese you eliminate that?
¥ou do Then?
The Chsirman If 1t is 2liaminaied Lhere
ethsr way or thing te 8all back upon, and that

f TR
(2 29 ¢

the oredit nnd debll, in =y mind,. T am very strongly
;atereata& in the mesber banks ocutside ¢of Chicage. I
dosen't make 80 much difference in Chioago, of course, but
in the interssts of the member banks oulside of Chicage Y am
vary strongly of Lhe opinien that thay could not bo expected
¢ kesp o reserve balance with the reserve bankes unless the
balance at thelr oredit of thelr books with the Pederal
Peserve Banks 1s absolutely within their cwn contrel. I

do not think i1t could be atiemplted In any other way. Ir

T was running s bank and had to keop 2 gertain reserve at

& gertain plave, and T was away a scgnsiderable distance fyom
that place and had suck buddness with_a iarges nugher of Clse
tomers drawing checks onm me, and T 418 net know whem they

drew tham or ihe amounts dyawn; iIf I had neo knowledge of

what #as sent oul, dut ithey were ghirced to my reserve

acoosnt without my knovwledge and coneent,» T would protest
until dooseday sbout it. Y wouldn®*t stand for it a minute.

Strongs They Gre doling it now,

You reserve your {igure on the bosks of
your own hank?

The Chalroan: On the books of xx oul o¥n bank; yeosi.
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Hr. Alken: I am very mooh surpsisedat €he¢ banks im

Bev Tngland, T 412 not send Shem » general siroular,

nve Inquiries 97 & great sany country basks through that
district, ani T haye yot Lo find one ithat gbjected to baving

the checks against him charged the night theym were sent off,

.

hiwm gyadit for Bis oasgh lathar

that oames Iin in Lhe

Lo &

The Chwirsan: Your banks have gettsn acoustemed to

country bank clearing,
Er, Yes, they have,.

T-ose sharpgee are made Lbhe second day,

MY o I would 1ike to know the Govarnors!

fealing about the national banks im our district baine

willing te give up ithe exchanps item, In our dlstriot ve

have banks that are three and four days away frowm ¥inasapelis

and those amall banks have Ninneapolis exshange only about

three or four monihs in the year., The balanse of ths

your they are shipring currensy te cover their balances

with us, Are they gling to be expected to shiyp curroney

to ¥innvapolie to cover these oheoks fres of okarsze and alse

& bulanee in the Pederal Neserve Bank? And atzy in

Sationsl boamk sysien? ¥any of those banks in our soune

try make thelr exrenses and their ealaries and dividends

on sxchange acsounis. T think the effect will e that a

Wi will have to leave the Wational Pank system where

W

¥r. gf’.‘&'}f -

Some of our replies on that question have

been that as lone us tho time, distance, and express oharges
igitized for FRASER
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are an elemsnt of dolhg business they think they ocught te
mitke L he aharyrge
Jaffray: ¥any of the toons are thres and four
3 ¥innespolis and on some of the branch lines they
oy thres sailas o weak, Thev
on Einreagpolls and Duluth during the gryalin movine
senon, and for the lence of the yesy it is all the ether
I have a very gruve doubt whether these banks, where
they ean help themselves, will stehd free exchange.
They cunnot halp thonsalves.
They cannot extept YWy getting out of the
systoea. vhay pow geot eredit at par for all their cheakn.

Thers are & dozen interier bank peints, like Bismark and

Dickinson that would take ths country bank checks at P&F and

give eredit on receipt to do away with the guestion of exe

ehange on their own part. Thon Lhay 4n Lurn obarze ue

hatvily on every gheok that somes to them,

Hr. Hevay; That okarge they 46 not hava to pay,

Hr. Jaffray: They do not They zel

esverything froe and eharse in veature Tor all aheaks,

¥r. NeCovd: Hay T ssk & guestich e«

Wr. Jaffray: There #as & meeting of adbout tup weeks

in 8%, Paul =w«to sdow you lovw Intercsted they are in it ~we

and at that meeting there wers 500 stste bankers, and they

speant all Jday discussing the question of Joining the

federal neserve System, Fusstion of exchangs in

the 1ittle towne onme UF, and they are svidently interested
in 1%, I think the State B

Banking Departomsent of our State
is rather inolined tso help t

hese banks to protect Lhepe




s2lves in cage this par question goes into effect.
iiy. MoCord: I %11} state (hat in my distriot, the
State of Georgia having 680 state banks and 114 nations)
banks, have organiged o state elesring house asscointion.
yPficers and ars ready %o go to work whan
the Ustional Systes has put that Dusiness in foree.
¥r. Seay: Have they formulsted any plan for basis
of sharpe?
Yolord: The Oeorgia State Claarine Fouse?
Senye Yas,
They
¥r. Melord: ¥xx roalize, or at lesst they think the
rasult of the natiomal system will be that the oheoks w81l
cleay wt apr, and they are going aleng Kuox lines to mest thit
situation. 1In other words, they intend to olear at yar,
the overhead charges to be made agninot the banks depositing
the chesks and mot sgainst the banks on whom ths sheoks
&rs drawn,

oW

docter, besause I nover had to rum & trawmeit agaount; but it
seoms Lo me thaton basic principles the ststements of
aationsl banks have got to be soocurate. The nationsl bamk

makes its statsment of ite reservs from its own books, T

ong the same day it makes = statement its whole veserve - a1d 4

hasbeen wiped out by unexpected cheaks whiah 1t does not ¥now

about, then that statement is not sgouraste. It seaem to

me atht the fundumentx]l difricuvliy with the whele thing isn
having :
that you emmnot have u eharge without/a corresponding
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goins. You have & Tlosting socount shioh will inorease
mors and sore and you might have Lthe vhole ssseis of the
Faderal Reserve S:etem flmatiﬁg without any entry Corrsse
pondingly made. I do net think it is = safe and proper
wny to do this kind of business, Bul of courss I 4o net
know,

The Chairmans I think you are right, sir.

iy, Strdng: Tha gquesstion from the vténdpoint of the
roserve bank secis to me Lo be this; That the member
banks mow in the system have s tetal of 512,000,000 of
resouroes, & fraction of whiosh consiats of investmonts in
ungollascted cheoks., If this systen traneferred a portion
of that investmentrte the Psderal reserve bapks it weuld
take all of the reéduraea

The Chairsans The present condition is this;
the reserve agenis of country banks always show more
thelr orsdit than ths banks of the correspondent, do

not?

ire Yold: T Believe thaet ig true,

The Chalrmans Yould not the xmm reverse bs the cass 1if
w8 shoudl sharsge thaaé ghecks up to them before they knew any-
thing about mk them <= that the reserve balanses of these
sountry banks In ths faderal roserve banks would x always
be less than ths amount that the mewber bankst boosks shew?

¥r. Yold: I 4o not ouite understand the guestion.

books always show less than the reserve banke?

The Chalpman: Yas,.
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iispoimting wilk e Pederal neserve Banks
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%120k 00

ate banke®

i‘

s e

s+ &t%‘ ~"Z’?"‘ - ¥ nt - g A Y 3""5{3 ot 2 ﬁu_e g L ax :t&}‘{i}:;ﬁ,lhla
institetion is pound snd strong.,”

fact thet I hed such

tfolle, a8 han boen de-onstrated hore today.

that your comelusions and your reasons are sound,
and 1 want m bacome & t..a_;«;ez.::‘{;a«r*."
¢ Chairpan: Of gourse,
here marely for an nTersal conference and to ¢ xpghamge
views. Thet iz sbout %11 s cmld expect {o do, Um be~
Gy nounaed

the Uovernors aeet
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thong sther patlers would comé

After you have pettled that

heve Lo take the othay step and depgide how far
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That hos indused the members 21 %0 exercise that
feature, but to oreste their exchanges ia Vew York, and wla? ‘
againgt Hew York, and that hae brought about the peyment
by e to Hew York of §250,000 to £300,000 & duy, & great
deal of which wvould, by the natural Tlow of transsetions
if the system was free snd open, come back to us throwgh
Chiessge, through °t. Louis, tivough fansas City, and some
through Cleveland by resson of ithe irom industry and steel
indugtry of thet partioulsr district. Therefore these
figures ars not in ﬁze mein correst, fbr the 2ivple reason
which 1 keve jJust ptates, nearly everything is peild in few
York exchenge, & large part of which could be puild in western
exchenge, znd wonld fiad its way baock throuwgh the othey
shannels. 3ut, inocemueh ag it hag not Been put inte prac-
tige, & greet desl of it takes the old chennel through Hew
Yorks Uhen the system gets inte fmll workin: order we will
be able to offeet oredit balances to ourselves thet we utrry
in the other reserve cities. Ve owe Hew York snd Phils-
delphis. The others owe is, with the possible exception cfi
juét thé chenge of 2t. Louis o & §14,000 exedit balsnoe
in the lust day or twe.

the Chairman: that is your conclusion, ¥r. MeCord? 1

Mre HoCord: My conclmsion is thet Vashington 1is aboﬂix '
the best point of settlement, from the point of view that |
these fhimgs will largely offmet themselves, smd there will u
very little mc;y to be exchamged or remitted. | ‘

Furthermore, if we make ¥ashington the eottl ement aity‘,f

we oan get the support of the Tvessury Depsrtment, mk mad |

LS
!

: { is 8 feeling somewhat iz the sudb-trescuries thst the ?ad@rd;i
gitized for FRASER | Reservebenks are going %o so encrosch upon them that they e
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possible gel the advantage of their swb-treaseries. m:-u "¥\ i




will not be snsiained, snd probadbly some of them will be
dizscontinued; whereas, if we olesr Through Tashington, and
get the dbenafit of the snb-ircoswry 2itisa ar they now exist,
that Peeling will subside, and, in fact, go awvay, snd we
will work ia hormony with the pressnt syetem of the Tressury
‘?}egmrﬁmnt.

Farthermors, at eertein seasons of the yesr we have
quite a lot of national bank notee for redsuption, end if
Yashington is the setilement eity, those redeuptions ave
beet mode in Fashington, anl the replenishing of the reserve
wonld be better mede hsre. That is my view of if. That
is the way I feel about 1%, end I think Vashington is the
proper ploee.

The Chairumen: is there sny farther discussion ss %o
paragraph 17 IHr. HeCord, is it yowr desire that these pare-
graphs be sumbittad to & vote, or discussed enl the whole
roport votsd upon at the conedusion of the discussiont Esch
paragreph being the mmbjeot of & separste vote may proleng
the diseussion eonsiderably.

Hrs YVelord: I think we can handle that se & whole, ¥r.
Chairmen, cnd shen we get through we will know about vhere
they all stand.

The Chairman: If there i9 w0 Turther disowssion of the
first payagreph, we will proceed to Ne. 2.  ¥ay I say one
word on that subjleoat? This plen ie to poze extent depondent
Epon 2 vecssefal aegﬁtmtia;m with the Treasury Depsriment

ia regerd to two smetters. One is the ure of the substressiries

‘fer transfors, sné partl)y, but ot entirely, upeon the

willinguess of the Secretary of the Tressury to ssteblish &

gitized for FRASER
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fond --- poeeibly not a mmp‘iéte fand, bnt oertamiy the
beglaniog of ¢ fund ——e far_aatﬁws;:t purpases, by & deo-
posit with the twelvs Psﬁ&ral; Peserve Danks of some portim
of the general funds of the Govermment. In the diseussion
8t the committes mesting in Few York it wes thought unwise
that referenee should be made 1z this report to 2 peszible
depoeit by the Secrefary of the Treassury, whisch might be open
to miseconstruetion; tut it would be & zrest desl better te
consider this tronsection and this report ae guite inderend-
ent of sny deposit by the Zegrotsry of the Tressury, ani them
this same committee, or soue other coumiitee of the Governors,
might meet with the EQGNM of the Tressury =nd take up
the question of Covernmemt doposits ss an independent umstter,
and suggest %o him that if he i= dleposed to make aush devosits
- this is en opportuns time to 4o e in connection with
thic fund, which would simply eveid the expense of
- shdpping money by taraing it over in Veshington for the
vae of suoh fand,

Arc there any covments inwgerd to the ssoond pars-
| BrYapaY

Er. BoCord: Only one, lr. Chalrmean. Suppoue wo Wt
in the gold ourselves? Tould we be prohibvited from using
that in times Vat etress, that volume of gold, ss againat the

iscue of notes, cerrying it inte thatl genersl gold fund?

The Cheirmen: lir. NoCord, this specifisslly provides

that 1t shall cound as 2 port of the roserves of the bank,  ;fA

' and the use you would mske of xt would be in 8 bookkeeping

sense &2 & portica of your reserves, and ites phyriesl locs.

tion would not affeet your ability to use t1 in the sense

| that I understend you mean,
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Hr. Holerd: That is the oaly point,

The Chelirman: Iz there any further discussion of the
gecond ;;}ara,graph? If wot, we will take up Ho. S.

There are no oooments as to He. 3. I will allow ¢time
to rond Ho. 4. It is & pretiy long one.

Hy. Vold: 1t is a2 mattor of bookkeeper, largely.

Er. MoCord: TSeetion Ho. 4 12 80 oclear that I do not
thiank 1t ie necessary Yo disouss it. it is perfeatly plain
and alear.

The Chairmen: If there are no sosmments in regerd %o
paragraph 4, we will proceed to paregraph 5.

d¥r. 0. Vells. Hre Chairsan, linked wit: the considery-
ation of Ho. 5 must seocesssrily be; parhapa, & clesyr undere
standing of what is suggested in Ho. 103 in other vords, if
we do zot injeot any exchenge shargo ag & nesas of saring
for the time oleoment, then the purchare of exchange in
asctual opersation would porhsps be 4iffisult. In our dis-
mumm trict &t cerlain sessons of the year it would be &1871-
anlt.

The Chalrzsm. Governor Vella, 1s it not a faet that

Paragrephs 5, 6 and 10, read together, wenld afford smple

feoility for dssling with sny locsl exchange situstion sush

ss night arise betwesn Dalles ani Few York, end Dalles and

Chigsgo?

Eve 0. Tells: De you mean withowt any elaboration of \
W

the lsngusge of Paragraphe 5, 6 sad 107

The Chairmen: Peragrspk & was introdnced with the i&u, '

g8 I racell the dicoussion {correot me 1f I am not right,

Er. HoKey), thst specisl situations might develop between

' Pedersl Regerve Banks which wovld require trestment ahm‘
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there without baving to interfere with the fund through
Yasshington, either by shipaning into the fund or by drewing
out. r

“he Chalrman: I mnlerctond that might arise tetwesn
New Tork end Chiocsgo alse.

¥r, Hoksy: It might arisc there, tut it is hoved that
under t i plen there will be no coest for »hipping ourrenay
from the sab-tirssesuries to the Tressury lepartment, and that
the snmall sost of shirping from DPellss and the other five
aities that Bove wot got & pub-tressury will be turned infte
the general expenss, tnd the whole thing will not smount %o
very much.

ire. D. Falle: Nr. Chelrmen, of course, to aprreciate my
desire to got sone of these detaile ctraight in my own mind,
you must renmember that I am from 8 seoticn of the sountyy
where the shipuent of curreney is nessrly slweyse one way or
tie othar. If 4218 plan wae in operation mow, for example,
thare would be no way by vhich we sould proteet ourselves |
ageinst elther & sonsiderable expense in the shipsent of
surreney for redempiion, or sa &ttsck upon sur anprly of éolt.
vsing it 2p 1t hew been in 8 linited wvay, we owe now gethapnj
£1,750,000 after haviag shivped a million dollars of cur-

reHCYe Thet i1l oontinue te get larger unles: we oan hev &

- sowe privilsge of desling in exchange on some vremius besis,

by wiieh we oan #:1]l exeheage at & premium, or buy exchsage
et & premium, aadit will bte impossible for us to keep
govered et thiec season of the yeer.

The Chalraan: Thet 42 2ll provided for in here.

154

¥r. lickay: $his plsn prevides Bam that you ean buy ﬁrgf\\

se8ll exshange, wWilch means 2% the sarket prise of izehﬁngo.:
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Hr. Told: ig 1 wnderstand
oredit balange,
direction from whal
sredit

e \.‘t’;d t-ﬂ ‘t 0ne

ve ean,

you to sover.
The Chalresn:
i
»Te LZoCoxd: I sll v, Talls' gtisntion to & new aon-

dition arising.

to sy in valumes of currensy te move

neyw arisr a"f’ f ViEPE oat 3 b5 % 4 E-:E,Q‘iﬁ A% } ﬂ:f},m'

\—

those volumas of surreney, ag in the past

w311 move their own ourrency, from thelr own vanlts,

inteo the interior, and dask into tham.

The Chairman: dmd& 1% w11} be Federsl Fesorve nctes.

irs HoCord: ind 1t will be Federal Heserve notes, sad

the only guestion thst would cohe up would be the veiemption

Pedersl Deserve notes, and that is provided for,

=nioes at & rate of £0 sgents

s thougend; and into Washisgton, snd of course into Hew

Orlesng, yor azn get your mevrﬂﬂae polisies at

iece rate. Furthermsore, there will not be thet

ghioping in gpomm cury gn there &8s boon in

will be yowr own Pedersl Zeserve notes that will ge out and

fiow bmak into youwr own wsnltie, without going beyond your own




the only reseon why thet i2 net poasible ai

L

e have o teke sare of and

%

¢ is poscitle thel we may be
gurrenay in excees of our ability to
Federal Heserve notes, boosuse they sre obisinable
& Sisgount Laslis.

sacord:

talle: 3 do ot understnad ve have sny
privilage of ims:lng Fedorsl Reserve notes to protest the
gold surply.
going to show you.
"erhare 1 as eanticipating, indlowing
gome into my mind sl thée point. Eut paragraph
3t sheoks dyava on Federsl Heserve tamaks should
of the
baric donmm tine taken %o yach the deati-
ngtion, which mesns that cbeoks drawnm on the Federal Reserve
Banly of Dallee would be scceptad by you and oredited to youwr
mepbar beak after three deye tine.
“he Chalrmen: You, sir.
Ere. D, Tells: 4% seusone of the year when New York
ie Bt & discount, becsuse of the volume, the drafts =gainet
us will be in 4iffersnt volmmk from whet they are when Hew

Tork jexpbange ie naturslly st & promium. I cannot maintain

/& vepy high premium rete on ssstern exchange out of which

y
8o fover the sost of shipping surrengy, if the member bank

bitized for FRASER
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cing af you oan dbuy it

re 0s ¥elle: moiay, how sould I Justify s

nyoeedure which wauld

today Lo agoent & gheck drawm

the tine itaken %o

vay from srother

ni: T8

oretty well talked out,
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I 80 no
pose h&ve &8 P { pxohange on the Federal Zessrve
in
fou wvant to proteet vyour position of
AR NANEe --e 88 8 méttar of feet, to
ne refarease to the exchange vhich
drawing on you?
hea this reference, that if Psragrsph
dg. 10 prevails, the member banks will soen find eut at whst

expense they can ercete exohang: by drawing sgainet belsnges

which they may have created with ne in other ways, by the

of paper, and that will fix the rate of premiun &t

an able to buy exshenge.

Chairman: Yas. :

0. Tal &: The 4ilTioulty is that whiles they sre
ereating exchange in that way, there iz no exschange offered
a8t that orice. I will have To pay & higher price, sad to
vay this higher price wpuld mean siuply the profit thet would
naturally fall to the membor bank, If 1 pay him & highery
ﬂ?iﬁaqth&ﬁ he can sake exchange he gets eredit for the »ro-
soeds of the transsetion by whioch I duy exebenge, mmd agsinst

that omn draw & drafl sand put it beek ia jSew York.

The Chairsan: In other wordes, the situstion is neo

gitized for FRASER
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i that wme have ~rectically

pey anesrly &1l over

the discount of it,

@olutely

=

baokwerds and Toye

ouy way, the 81ffionlty being thet et & sonson of the yesr
vhen 1t is all belng rald in New York, it regquires the
money vhish we h ve in our ocanlis, and 1t hes bean drswm

icterior to be shinpeld to New York to areste

The Chajirveam Governor fells, thet situstion will
iiweye exist tetween the d4ifferent sectiens of this eountry
&& wo grow gotion in Texse aand sell it in Zurope, mnd
you tuy goods in Hew York.
¥r., 0 Tellm: ind Just that long mmet we edther heve
some hesis of presinm snd discouwnt, depending upon the volume
of the ebb and flow, or else we abeord tie cont ocurcelyes
in sreatiag those balancer for and sgainst .
Er. YoCord: Exoept in thoe conditi-n in which we
now find ourpelves, wh oh wae never seen in the histery
of the world tefore, vhore people are not marketing thelr
salling for money, 18 it 20t also true

are oresated sgainet you in Zew York, the

produats af yo v sountry ares moving, sad moving to the neniﬁrﬂ,

and thaet you are the rurchaser ﬂ” the B111°7 “hen the forelign
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oxghangs Testure goes in, you will e in & better pomition,
having the oredit in Jew York to buy these Bille ss sn sde
vantage more than wosi anyone slne ia your distriet, because
you have youwr eredite ia Bew York, snd you buy the bills,
vaich settler with your =man at houme.

The Chairsen: Covernor ¥Yells, this may seem t0 be &
very sxtreme ctalement of whetl ney mam bavpen, dut I bolieve
it s well within the posaibilities that the duy will come
when the Federal Reserve Bank of Dallas »ill make all the
Heow York exchange it roguirem Uy shippiag sotton bills reay-
able in Tiverpeool end Tondem and Bremen and ofher points,
@ireotly Yo ths Federal Beserve Bank at Hew York.

ire O« Vellse: I grent you that,

The Cheirman: That mey not seen & pragticable thing to
| 40, but I sporohend that thelday will cone when the settlement
- of the Hew Tork exmhwg&a that sre now appsrently & mennoe to

youry reserves will be effooctad by your belng in the market
thers to buy sixty snd ninely day cotton bills, whiech yom
| will remit o ws under an arvangement by whioch we will for-
| ward them to London, vwhere they will be discounted.

. Ox Falle: Te will held them until maturity.

Er. Melord: And you will get six per cemt interest out
| of them.

Ere 0o ¥Wolls: I grant you thet; i, in the meantime,

I am very muoh soneerned svont extablishiag in apermanent
‘way & plsa by which we heve prastioslly aradicsted & tine-
 honored oustom of sremiws snd discount upon m&#m sxchange, |

spd by vhish mether those whe utilize it poy the treensor-

| tation oherges. Thet iz whaet we do new. A% certain seasons
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any esartern

g How York exshanpe teakes
;- NPT o i

i

e e & gume o
nrenins on

EEE0e

on o:ohange aoavering the o

939

days --- by the way

By e

& thousand dollera?

It is sbout

£50%

glx cante & &

ibout 18 cente?

T :t will fix tke premiam

st which Yo
may dasl

ow York exohsnie in ouy district.

the atheyr way ve w11l beve no o

ray of fixing the

3y 8% &
,7165-\{.1 ]

sauee thig 1g & fized plan summer wWiater,

Covernor Yelis, something?
Chairman: 1 4o not want to epply arbitrery rules,
but we nre enendils

too pmuoh time on this Perespgreph. Cammot
sot on sovernor ¥ells has the Tlooy,
Governer.Vells, will you offer & motion
bitized for FRASER
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hov
suggestion,
¥r . deBay: ould like Lo point oul, if I may,

axchange i Wl digregarded as & commodily, and slsc that
the itranssetions you have had w»ith ¥Yew York, whaere you sre
owing Wew York, were c¢aused proedably by your mesber banks
sanding ithelr gheck un Dallas t¢ the New York cerrespondent
for immediate credit ot par. Is that so?

Mr, O, Wellet Much that way.

¥r, MHe¥ay: If the ¥ew York Federal Fegerve Bank mskes
& deduction of thres daye befors il geeg inle the resgerve
accouni, the time allewmnge, Lthe Wew York corregpondent

| banks will make a three days imterest deduction, end that
will stop the pragtice of the banmks in your district sending
neir checks om to the Wew Yerk cerrespondant, Therefore,
you will not have Lo get a1l this New York exchenge to
gettle that,

¥r. O. ¥alls: It will mot stop it, ¥r. McEay, if they
nogd that mensy im ¥Yew York, heeaugs that will be ihe chegp-
8t way by which ihey csm make ths exchange. That is chagper
than shipping money,

Mr. Hexay: You can make sxchenge cheaper ithan 18
geata}:gr thousand by shipping currency at ths rate of 10
cante per thoussad, a little more thanm 10 cents per thousand,
t¢ the nsarest sub-tressury.

Br. 0. ¥elle: Thet iz upen the assumption thal we have

slways goed round shipping bills. Preguemtly we have small

bills, snd the copt of the redemptions, the pending o

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




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




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




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




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




pitized for FRASER

05]

o
2
o
o
(9]
Q2
R
5
Ke]
=
7]
[t
)
]
©
=
=




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




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

ihis secount run
thap bring cur acecounts
cham out and see hew 1L esupgh
B . Heloral
i of
conditions
ferent from thoss solution
both s

seio® B fap Tt ks Sreviset
SUUld B LAART you oounst

legdger === Lthatil is, rihing thaet each bank sends
gnd which it receives, and adjust it om that basls, There
bagls, ag I can ses,
¥r. Seay: That is suggested im here, But nol determined
absolutely.

¥r. MoCerd: That would put & distriect that is goling
one way on & fair basgis with the other, snd the cother on
a falr basie with 1%,

The Chairmen: In the interesi of progress, Coevernor
MeCord, would you be willing te¢ permit that asstier Lo rest
until we concluded the consideration of the repori?

¥r, MeCord: ¥ost assuredly.

The Chairment And then, insssuch as Paragreph 8 lesves
the matter opep for determination as & supplement on the

tter, heve & resclution adepted such as Governcr HeCerd
puggests as the completiion of Peragreph 8, Ghall we procesd
te Paragreph 99 Are thers any comsentae?

Wr. Melord: Parsgraph § might interfere with some

arrangenent thai bawks sulside of the reserve citlies possibly

woy have with the Treasury Department, if thie iz tc be sl

mitted the Federsl PBaserye Boerd. I d¢ not kmow thet I m




= Yua s S da % coacih
L e suceessful, but
vl <n thal direeiiony ss
o 5% T 3 ‘ P s ThEEs g F an e esd
HBE AN Wi NP O EURL

.
4 sogmaz s
3% 8158 kw%

advised

ey 3 R T
you back rodenpe

traefar gart

the ithing that I wantil Lo gat out
way, if possible., For 1 i can goet walicvnal
unfit lasiyl money,

noteg redecmed,

bilis. They will ndt glive
sitwalion emn
L in this fund e=-
¥r, HMeCord: That ig the peint I am after; thal is &
actly why I wanied ¥ashingion as lhe
Hay I suggesi, then,
t that matl

negetiationsg for

&, HeCord: Yen,

The Chalrmen: And we wi Fat 3§ m Lhat pari of the
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FTOEY .
Mr, HeCord: Let this pasa, then.
Are there sny commsnls on Parsgrsph 107
Parsgraph 11, ¥ay I sugg that Paragraph

il be referrved back (o the ssme gemmittee thatil desl: mith

this matter for the deterainelion of a basis of charge in

FEEt-

s

case it is ithourht it te consider making charges and tele-
graphic transfers, their repert te be ultimately submitted
¢ the Peders)l Naegerve Rosrd for spproval, ss that would be
nogcessary anyway.,

¥r, Yancher: In cther words, thesl woulé be a detall

to e thraghed cut if the gemorsl plan is approved?

The Chaivman: Yes, im the commiites,

Hr, ¥eCord: ¥r, Chairzam, on that poinj,i have had
1o deal with that as & national banker for sbout ninetesn

and since the orgenigation of thiz bank I have had

two ask me for transfers, and the basis I gol Lo them

and it proved very satisfactory, and it kept down

denl of telegraphic tranafers »-- Thare is no reason

exgept a fellow whe is running close 1o the ghore,
and he rund that way =11 the iime, und my rule im the
nationgl bank was ¢ charge the iime necessary for maling &
remittange, and for the express cﬁ#rges w=w At registered
wmeil) charges, but express charges. ¥Yor instance, 1 charge
him 75 eente & thousand for tramsfers by telegraph, plus
the ageumalated interest, and when you do thst, you will
siiminute a good desl of thesme transfers., (Taughter.)
And thay ecught Lo be eliminated.

Wr, O. ¥Wells: During the last sevenieen ysars he had
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& &

e \_gq
CLBI v

ruls In foree 4dn the

in whicl e engesed in buminess was 50 cenis &
thousand.

The Chairmen: Genilemen, we have & hasgls for eonsidering
telagraphic trensfers that pever exisied Daforg =-=» Or 8
poientific treatment of thal matte: or ot least we will
have when this whole subject iz comeluded.
unifomm aschedule for the gest of shinping curremcy bulwes

.".i o

pre  wasyr Do
e BRY B8

te¢ me most natural that they should take inle secounti, in
fixing charges for telegraphic tranafers, these iwo alexanzg
that will de unvarying sxcepi as we chamge our bunk rate, sud
&8s Lhe bank rate is changed, it is ample Justification for

& change in the charge for Selezraphic transfer, Thatl is

ths basis upen which the Cermmn bank effects anll of iis

tromafars.

¥r, Wold: 1o vou mes s digevunt rate, ¥r, Chairzan?

The Chairmans

¥r. ¥elds The &h time disecount?

The Ch&%?m&ﬂ!l Yes.

Hr, O, Wellsg: The meil transfer is sapposed to be baussd
on the shipping rate,

iized for FRASER The Chairman: That may have o be modified; dul whate
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ever basis is vorked oul may be made unifora by using this
giscvuant rate as the beainm.

Hr, 0. Wells? But we eculd not use the shipping rate,
becaure the mell transfer is based upen the same rate,

Br. fofey: The mall tramafer gould be made st the
jsarket rate,

¥r, G, ¥ells: That woulé be Just the three days.,

. Ho¥ay: The telegrsphic transfer could de made at
a corisin sum plus the markst reate «-« that is, representing
the interwst for the time, the twe days, or the thwee days,
Cr as kuny Gays s¢ 1L might be, secording to Lthe dislance
ef the trarnsfer,

The Chelrman: Iz there spy further coamsent in regerd
¢ Parsgrayh 117 1 ws not pushing this along tee fast, am
Iy pntlenan?

Paragraphe 12 and 13 era just éxplanatory. One word
shout Poragraph 12, There is considergble discussion ss te
vhethar the settlemont should de weekly, dailly, every twe
weeks, or omce & month, Thare are pros and cons, What.evar.
aotion ig taren ir respect of this report, whem we come Lo
aéopt the plan, it seema to me thal we esn agres now that
the time of effectiing potil emenis through the fund will be
axparimental at ths sutset, mnd subjeet te change, possibly
Sy the diragtion of & commities which we may wani (¢ cone-
tinue %o keep in teuch with this wvhole matter for a pericd
aftar we slari operation, if we do. Covernor HeDougal,
the matter has now reached the point vhere it is proper for
you to mmke & motion,

lr. BEains: ¥r. Chairman, might I revurt for Just &

gitized for FRASER ‘ : ; P '
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few words, "0cld may be deposited in the Bub-Trsasury for

the oredii of the gettling fund eof any Federal Reserve bank.®

In San Proncisce it is gu sltogether with us. The law

zold may be tarem within o ceriain limit of tolere
ancd, but if I go wi s B jon dellars %¢ the Sub-Treasurer
and he weighs it anéd it ig gll Yight it iz away up over
the limit of Lolerance --- and I ack him for a cartifieate

of tremsfer for that, he will not give il to m fle will
sy, "I have noet the stuff. I would have io weigh every coin
peparately. T know you have geld enocugh

1imit of telerancs, but tLhere axy be gome golns that are se
much sbraded that they are much belew the limit of tolerance,"
That ie made up Dy the smount of new cuin thers is, That

& great difficeliy with me., I owe you four or five million
dollare now vhich I weuld be very glad te pay off if I ecould
gat from the Sub-Tremsurer a transfer for ihat pold within
the 1init of telerancs.

The Chairsant ¥ay I suggest we pul Ithal om our program
%o take up with the Becretary of the Treansury?

¥r. Kains: I would be very glaé ¢ have that done,

Ths Chairzan: Those matters should be straightened out
in the interest of this system. It iz nmot right thal youwr
bank sheuld mot be permitsad $o desl with the SubeIresasurer
thers in handl ing gold, which the law reguires a Sube
Treasurer %o deal with in & certain way.

¥r. Yollay: It might be well te put im %or gold cere
tificates® there,

¥r. O, ¥Wells: It is understocd, is it not?

Mr., MeFay: It is understocd, but it might be better @




in there.

Chalraen?

Befay: 1 do,
Chairmun: The motion 1s made and secondad lhatl
efter the werd "geld™, sppearing in Paragraph &
of the fourth line, the words "er gold certificates¥ be added.
¥Mr, ¥eCord: Didéd you notice @ regent rulling of
Treasury Department that silver gertificates could be
as an offset against your resgerve notes?
Chairment ¥e sre going Lo talk sbout that later,
¥eCord: Thy not just pay "laeful money™?

Chalrman: I do not thisk th:t sould ¢ée for th

Mr. Fancher: Ve provide a pold fund, te start witith.

A
34 5

The Chairman: The motion is made im regard te this
2light axendment, I will ask these whe fawr it 1o gy “aye®,
{The motion was earried.)
The Chairman: s there amy further discussion of the
report as a whole? ;
¥r. ¥MeDougal: ¥r. Chairman, you have heard ihe report
ag it has besn resd snd conaslidered., I will now meke &
motion thst the same be addtplted as asamended.
The Chairmen? You have heard the motion, genilemen,.
Pr, MeCord: I second the motion.
The Chairmen: The metion is made and seconded, Is

there sny further discussion?

{Ths motion being put, wos earried.)

The Chairmen: May I also offer a suggesiion, thail somes
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one @ae a motion that some method be adoplad for convs
thisg to the ¥Yedersl Repasrve Beryd I nie the result of
eur deliberstions,

gram be discussion

grrasgensnis

1Y &
Sbs R

guagtiion of hoe this report s#hoi
sserye Roard, snd whal
Depariment,
SRRt O
what hapveas wvhen I gel beek.
¥y, ¥eDougal: I move that Covernor
chair during your asbsence.
{The motion heving o gacendesd and Lhe
the motivn was carried
¥r. Wold:
Tedersl Regerve Reard should have o cepy of this bafors
£e into confearéengae wil thom nd Sha when %8 o into
sonfersnes,; the somailies oho hed 1 seldct
their owm chalrman to brisg the subjest up, and ¢ have
charge of the discussion, Imsiesd of huving svery ons ef
the twalve Oovarmors getilmg up vhenever we getl am ides inle

sur hemds, lel ihe commiltee delegsle one of thely number 4

represnent Lhe Governers in present ing thig, or snewer any

.

guestiong thet the Federsl Fegerve Foard mey sec fit e
pound in comnection with it. But i1 pevms L0 me Thuy sheul d

heve & eopy of ihip before thay go imty Lthe sOnferonce; &9
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Secretary: I was jJust In comsunication with Mr,
Willis on the telsphone, and he meys the Board would like
haye Lhis Conference comelder, in ity crder of topiecs,; if
is agrevadble 1o the Conferences, firsi, teple ¥No. 12, on
"Commercisl Puaper®; next, tepic ¥o, 13, on "Revenue Var-
rants®; next, topie Yo, 14, on “Acceptances™; next, tople
“Cradit Information for Memberg®, which we have

already censidered; next, toplie Ye. 15, "Reports By Memd
Fanks®, next, topic He, 24, “*Clearing Mouse Helations,®
They alse would 11 t¢ Inow shen it would be agreeable feor
the Goevernors t¢ have & joint mesting with the Woarﬁ[

Hr. Pancher: Did he sugpest any time?

he Seeretary: ¥o. They suggested no time, except that

wvould be pleased to haye it at thes conveniences of the
governors.

¥r. Fancher: It will probably be tomorrow scme Lime,
not tenight.

Tha Secretary: I gathared they might te have it
tonight, He mude noe Buggestion on that,

Er, Besy: Let them suggesst the iime.

¥r. MeCord: 3¥r, Chairman, as we have from theasm the suge
gesticn of severml ftopics herey; I thimk it wouléd be well
forus to see what we could do with the diseussion of these
tepics before we sel & definite hour.

iy

Hr. Fancher: V¥e could new set anm hour for temerrow,
and comtinue ¢ur discusgion this evening, really asccomplishe

ing something definite befere we go before thenm,
& /

Mr, Sesy: I think we might settle sll these pointes.

bitized for FRASER dir, Fancher: If we contimue through this evening, we
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times fTor our

gugpested thal we lake
of this report, tepie
SGaneral Sub-Treasury Relstions.® That follows
paturally from the terse of this propesed srrangement for
{ seuld like sugpestiong from members of
sommittes &8 %6 ithe tepics te be terem W) with the
Heserve Roaré or the Begretmry of the Treasury in
this comnsction., I presume they would be teken up with the
Seeretury of the Tressury.
¥r, Chairman, in regsrd
taking wp Toplc 22 now?
The &ﬁaing Chairmen: Topic Yo, 22, yes.
¥r. Eains: Under present myrangements it is practiendbls
o dﬂyasia mint gold, or full weight gold, in the fube
Treagury aad gst certiricates, Thase cartificates are in
denominations of $10,000, and may be used for sxchange
purposes. But §10,000 is s very imconvonisnt sum of momey

for that purposs, is yvery small, and I think it ocught to be

possible to obtain a letter transfer for a goed reound sum of

monay, & hundred or two hundred or twe hundred and fifty

thousond dolisrs ot & clip, end I think it sould De m & very
good ides if we could get that befere them as one thing, to
ses if they weuld grani that,

The Acting Chairmen: Do I uwnderstand you t¢ mean that
they should make transfers by mall, er give us some form of
rreceipt?

¥r. Zains: Some form ef receipt,
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The Aeting Chalrmsn: Nenepapoiiahle receipl?

Hr. Enins: A nonenspotisble receipl, and advige

ngien, or wherever ths transfer is reguired.,

¥r. Yold: You mean to replenisgh Lhis gold fund?

¥r. Kains! I do not especially mean to replenish the
gold fund feor ¥ears. ¥For the last few years it has been the
cuztom of the BubeTreasury people to allew that tc be dene,
in San Franciseo. It does net seem te be with any regularith
“hat they have adepted thai rule, but they have dons 8¢, mnd
1t haz made axchange belween San Francisce and Wew York at a
very saell premium, Prior so five er six yearsg ape it wap
e regular thing for what we call repular exchangs =« that

e g t¢ the shipping point, mnd telegraphie

twe and & half cemte sbove that. But ihat has not beun the
cape Ter seaw yemrs, owing to the willingness of the Treasury

SxXchange thefr ceriificates for cur goid. I was sondering

& round smount of money, because shipping these eertifie
cates’eﬁatﬁ inauraneé, smd 1t would be very difficult te get
them replaced ir thay were lost.

¥r. 0, Vells, ¥Mr. Chairmen, Just L6 inform the
Gorernors, I want to Bay thet we chip & very grest volume of
| gelé sartificates, and some gold coiu, tv the Sub-Treasurer
&t 8%, Louls, and cbiain thoss geld esriificates pa;ahle
£ our order for the purpose of minimising the hasard againet
theft or Tire; sné 10 relisve the corpgested condition of our

vaulis] mnd we sre srrenging now 10 have Lhe member banks make

- the payment of iheir next $nstalment of eapital, If they will,

te the Sub-Treasurer, for the smse resson.
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Do 1 understand, CGowvernor ¥Yains,
you want is to have some form of fnstrument in
larger denominstiions?
ir. O, ¥Walle: I understand that,
that for information, e gaild it was

and he did not now whether it was

Ralns: And te avoid the rigk of less of these
$4C,000 gertificates.
Hr. NeCord: COouverner Yains, in refersnce
colin, you sialed Lthet some of it was light weight
7

Kains: Yes,

YeCord: Ig there not a mini in Banm Prancisece?
Eains: Thers is,

Mr. MeoCord: It seems 1o me e if the Treasury Tepartaent
nt Lo be prewvniled on, as they tske them weighed, it is
thaeir business {0 take care of a light coin., It 18 & duty of

the Coverpnent te Lthe paeople.

Hr, Keins: I sgree with that, dbut they will net admit
it, wnéd I think now is the time Lo make them aﬂmit it, As &
result of thie nevw law we are hoping thet pold will go out

of clrculation, us 1t should go out of cireculation,

¥r, HeCord: It will.,

¥r, Kains: And we @0 nol want the last felleow who has

ebraded coin 1o get atuck with it, It ie not falr,

Mr. McCord: ¥e, it is not,

Hr, ¥aing: It is & thing that is properly chargesble
te Lthe Govermment, and I thought thatl we would never have a

e e more Influsntial delegationm before the Treasury than this

ps://fraser.stlouisfed.org




Board of Covernors.
. Letoid: i would fry e stralghien oul the esse by

eniling slieniion Lo the fsel Lthal Lhe nint sas there, snd

that it wa {heir duly (o produce good soln if you furnished

the religit.

. Zhoslies: Te sammot 4o & Lhlng with ihe Philadelphia
wini. e Leve ried slesdily.

@r. Balab:  Tiel is what * say. I ihis bedy will
ase ils Influense with the “ederel Iverd, »e may z0L somn-
Uldng Lthrough, and 1t 2111 be 2 distinet servics 10 the
fmoyicen pecple.

. 90dd: I wonld Iike Lo lnguire uwon whwet basis

thinks thet ihe Govermment should siand
this loes frea slyasion snd swenilng sué milliing?

. Koing i 4o not meon owontling. i meen properly
worn eoin. I 40 nol meen soy rulned coln.

Ur. Sold:  How do jow kmow 1L ie properly ebreded’

. Zainsg: 1% Just showe.

Weid:  Toe swoealing process will nol slow.
#p. Ruins: Thml oen be esslly deteated.
ke Asiling Chulrsent Iet as lale up end dispose of
geeation of Governor Sains. Do 7 undorstand thet you
tard iere be lasorporaded in this z recoesondation thet =
tele up wilh ihe ‘ressury Departssnt Lho 1BSUSNOS-——

#re Balngd  OF letier transfors.

i aeling Ctalrsans: Of letier Srassfors. Those are
roselple, presileally, in lotier fora?

Hr. Baing: Heeolpis in leticr form, JL8, nON-nG 0~

- tlable, and whilch ceriainly vill bo avecptable o the
igitized for FRASER foi% Lo whos Y’mtbﬁda i
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se¥sys Hot nogoliadle botwcen Fedorsl “sasrve

BEsingt I would jJjusi a5 soon beve ihes segotiable.

HeRey: If they sey *Pay sny Fedoral Reserve besk®,

it wonld be like s gold €learing house sertifiesie.

#p, Eatpe: Thet wee nol my fdea. I ihought ihese let-

could Just €lesn up & Lranslor.

Toe Aetine Chpirsens  Slaply s order of Lrensfer.

W Aaingr - Yep,

. Seld: Yom want to deposlil & sillion dellars Lhers
and zet & sepiifisste of trarsfer to Tow York?

e, Saiosr  Yes.

pr. Told: | Is net Lbat reducible o the gquestilon of
mpidng transfers withoul cherge Lotaven e Sub-Tros- uries?

e, Exlnmt  Thet is just what 1i resolves itselfl 1uto.
Ton esn get these cortificates snd vend thew, and it cosis
the sstunt of ihe insurence, sxnd puls the risk om the bank
sonding thwe. I think they might Jdo 11 Tor Federal “eserve
banims 1 do nol mean (he WEDlLC.

The Actiag Chairsan: Then your recpawendsiion is taet
w@ take up wiih ths Seerelsry of ihe “ressury the question
of arrenging for transfers bolwesn Subeirossurers for the
socount of Pederel “eserve Dapks wiihoul charge?

#r. Enins: Iom.

Hp. 0. Bells: . Clmiross, could that not b6 asde &
portion of ihe subleet zhiech vould nsturally come uniey
Paragroph No. 7, and which 18 to be wierred (o this comw
sitice for supplemeatsl setion?

The Asting Cheirsesm: I sbould thiak 1% =ould. I should

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




137
think thet wis one of the Lsportsnt setters to be teaken up.

e Bo%ay: The 1doa wes In ihis plan that the Dube
*rogsurer would mbes (hose Lrsullara Overs hat Is Just
the 1dcp, as I underpiend 1I%.

2. Holuys PTrugh not osprosgsed wore, that trensfers
e mde free hotwoen SUb-Ireasprerd.

dp. Taines 4 voald sehbiuwe rolieve oy nind 18 I hkaew
that emald bz done.

The Acbting Chalrman: 311 you movwe, Covernor ‘alns,
et we incorporaie n precomsandalion thel srrangosments be
mpc e by vhich tesnsierg can bo mede belewsen Sab-Tressurers
vilhout Lxponsey

. Sadnar I aove 1.

{(The motion haviag Detn segonded and ihe guestlion put,
the motien wes cervied.)

e Aoiting Chmirssn: %o will @il that fyee treansfers
between Suv~Tressarers om secvant of Fedopal <eserve benks.

#r. Boay: Does that come undor e hend of Paregreph
22, or Pasragreph 1097

M. Denys Bath.

The Acting Chairmesn: Are there any olher cuzgestions
of mitore 1o be taken up with the Ircasury Pepuriment?

iy, Fanchowm he suzgestion of the deposit of thw
gold fund vould be rather soeparais and apurt from angiblng
of this eort, mould 1t noty

The soting Cualrmans I should think 1hst sighd well be
teken up with the Federal “oserve Poerd in ihe hope that they
might hegotiate with the *ressury Departments. Do you

Yooy Hr. Stromg's fecling sboul ihat, “r. Curtlst

Siend [y, ERat e The Seeveterys Wo, 1 do note 1 thisk he had sose idep
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vould 1ike to ssk Covernor SeCoprd why ilhey cemmot do that.

dpr. delord: I =311 ilell you. The SYovernpent mainteins
only & small office Porce ai eseh of ihe Dub-iressuriss. Thay
iry to mininisze the expenss of handling business st the Sub-
ipcnguries. They will mol Luke over & ceriain aseuni of
silver on suy one dsy in Hew Uriesns, for insiance. The
rodsmpiion of nationel bank notes in & Sub-Troasury lovelves
o cnermous asounl of lsbor, and redulres experi accounting,
gnd for Lhat reason you #ill never Le able; in ay opinion,
to zet the Treasury Yepsrtament to sllow ihe redemption of ihe
natioonl baok noles st the Sube-Tressuries. They require us

te ship these Bills in 100 Bills in & package, and when they

get here the Departoent turns them right inte ihe redespilon

departmont, where ithey are sorted by Dislse, then by eities,
anél then by benks #n the cities, snd oul of lhal ihey evolve
ihoge thet are for retiresent sné ihose tiat are for re-
ispue. 70 &0 exy pert of thet work in s Sub~Tressury in-
voives 8 system of expert secouniing, sad they »iil no! do
it Jer ihst resgon. et 18 thoe weain roeson for it.

Hr. Fanpher: Bearing on tial, I might speak of sn ox-
perience we hed with ibe Sub-Treasurer in Claclmmetl, in
regard to the redesplion of sutileted lowful mopey. Cleve-
land mot boing & Sub-Tressury eiiy, vhen ilw Cub-Ircesurer fron
Cincinnets came 0 us, wvhen he gol Lo ihe mitcr of sle
sulpping oul Autilated momey Lo Ginelmngtl, we srranged
with him to send up to us his strsps, amd we sirapped the
money in the Pors required, snd guorantesd ihe oount, snd
gndpped sur soney to Clnclims ti, and 1% slmply went thwough
there, and they ceneelled ihe gold ssriificales, amd 1t

wvenl through Lo Veshingtom snd saved them all the lzbor. Ve
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shipped them in ithe required form, in packsges of the re-
quired shape, with thelr cireps,on, mhich he t0ld bs how to |
fix, snd we heve passed zll our muitiletod mousy through the |
Cinclienall Sub~Treasury, snd it hee goue on here in that
form and saved them thet seiusl labor.

#r. Balns: Yithoul beding c@nted by the Government?

Er. Fancher: ¥Filithout being counisd by the Sub-Tressure
er. It 1= guaranteed. It come {0 ay sind vhether we can
not affest some arrangesent in ihe matier of netionsl bank
t:aws » cuaraniceling Lhe scoount.

¥rs Helord® Lot me mabe this explamstion, then. It
couls you as mmch Lo send thewm to Cinelnnstl e to send them
down Lo Weshington, 4id it not?

dr. Vanchey: He. Our shipping rate is less. 7Te shipe
ped by rogisteved mail. %o got some very chosp rates. 7Te
ashilpped quite s Tneh of our money by parecel post before they
stopped us. %8 got it insurcad, and oe¢ got = very low rate
on [R,000,%0, but finally they checked us up on that.

dp. HeCord®! The Yoveramment will not rormit ite

s Pamchey: Vould not persit the » roel post. In
other words, they would nol registier the sackesges in bulk.
“s shipped §800,Y00 in s package.

iy, UeCord: The reason I naked that g estion was, I
ﬁaw the same Insurance rele for the mpeel post that I have
for ihe regular leiier pomtage.

. Fanchor: Ve shivped our sutilated gold certificatas,

to recuce the bulk of ihe currency In our vanltis, to save
space, snd 1L went ihrough and saved Lhe Syb-Trossury all
thet mesmual labop,
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The foeting Chelrsmen: I might sey that I heve tsken up

the matter & nunber of tises with the zanager of the Sub-

.reasury in Soston, snd he wes very anzious thet we should

arrenge, Lf pocsidble, with iashington Lo do that. He ssid
they conld handle it without 4ifficuliy if Yeshingion would
only let them, with the forcee of men Lhey had in Lhe Sub-
Treacury in Doston.

Hp. delord: He sould have Lo sugment his force.

. Fancher: I aa not fenilisr ohough vwith Sub-Ircas«
ury scthods, but do0 you not supposc ilhet If we shipped our
setions]l benk notes o the noaresi Tub-Trcasury, snd guaren~
toed the accouni, they could psss ibem lhrough and it would
save the Sube~Trcasury ihet labor itbat they wenl %o aveldy

¥r. MeCord: Taking that view of it, I prooume thet
could be done. I ¢do not moe whethor you could meke that
arrengement with the Sup-Treasurers

fir. Pancher: e have pmesed through the Assistant Sube
‘:rt:mwr in Cinelrmatd et least (3,900,000,

dp. HigCond: I sw gled 0 nowthal. I will asike Hew
uriesns work for =e.

The aeting Chsirmant 1 vould like to sk Governor
Fencher what charge you had 0 pay?

Hr. Yanehep: e simply paid ihe shipplng charge o
Cincinaatl.

ir. T0ld: ipd Lhey 2 id ihe cxproo8 sharges |
ihere to "ashington?

Hpe Fancher: I suppoze B5O- Thet is sll we

Sub-ireasury. You say you ship leswiful money?

. Gold: ‘ee, lawful woncy.
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e, HeCopd: e élfference sbout the astional bank
note 18 thet it goesfor redespiion or retirement. '

. Fanchor: Yesm, thet 8 it.

dr. HeCopd: It 38 pet 50 in ihe lswful money case. |

. Zoays But thers say be 2 fund for the psyment
of chmrges on the Jewful semey, and on the other not.

v SeCord? The other Sm expense is proraied among m
notional banke In i(he United Stetes, sconrding Lo the k
smosint of redesption.

Hre. Fanchew: et sight be s double shipping chmrge.

ihe seting Chalrmant Yould you gentlenen think it
worth taking up (0 get an officlsl opinion from the “ressury
Dopa riment a8 0o hos ihey wuld hendle that? It mekes s
great difference with the scaber banks Lf it is going to be
possible for them. partisularly shere s Fedoral Seserve
bank is in & Sub-Proasury sity, i they sre golng o be
shle to turn In natloonls, and if we can turn them inloc Sube
*roasuries, snd if they ave handled fwee of transportaiion
charges.

lip. Ealns: I know we would bs swamped in San Prancisco
with them If we sould lake Lhen.

e HeCord: Yo have in (he sixih distriet twenty-two
millions of Aldrich~Vrocland, four miliions hae been deposited
for radenption, or for belirement,—w- ihe words are nearly
the same, bul they sre entirsly different. 1% is my purpose—
and * got my bosrd to psss B resoiution suthorixing me —-
to send ou. Fel: ral “scerve notes into ihe other citics, amd
to pay lhe insursnce and Lhe postage, ol 4180 o0 pay the

insurance snd the postoge of Lig return of the national bank |

igitized for FRASER potes. You say "that In the world do you vt to & ihet
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fort Uhat do you want to Imcur thal expense fort” I would
e very glad indeod to make ithe swsp In the sixth district,
becanse I sould float oul ay own oredits {0 ibe extent of
sbout sizxteen millions, 1 I hed tbe discounts Lo take
care of ft—-- and ihey are coming very fast.

Ar. Teay: That 1z ithe point.

re Hetord® ind et the sase time 1 would e taking out

the sldricheVreeland thet 1e golng to0 be retired, znd I have

ot to furpish the money io rotlire o 008 desl of il, and In
exchange I sould get gold in “sshingion Tor 1it.

#r. Sesy: Jave your State banke responded to thety

Hre. SeCoprd: Certsinly. There 1g omly one Stalte bank
in the city of Atlante thet is & wewber of ihe eleaving
house. The oibers are sll mitlonmis. Then I menitioned it
to the vice-oresident he said, "Hosi sssuredly, I will ald you.
ican glve you four or five Iundred thousend dollers nationsl
bank notes right mow, and I will teke your Federsl Seserve
naies, snd will bo glad indead (o got tiwsm, bocsuse 1t s
2 dircet obligation of the Covermment, and secursd by jold.
It 18 no beticr then the other, but then I Imew thal is good,
besiv money." I hawe arranged with Sew Orleans whereby they
ship me netionel bsnk notes, snd I ahip them Federal Scserve
notes. I have also made arrvangenents with the banke in Hew
Urleans wheveby they will couni their moacy up in Imndred
bills, in & packege, snd they will ship them dircot to the
‘wam for my secount.

dir. Fenehepr: At your exponse!

Hr. HoCord: At ay oxponse; und I as dolng that to ihe |
extend only of the Aldrieh-Vroeland money. SNearly every

bank In the disiriet has ilssued it. Fearly sll ere



retiving 1t, osnd 1t enables me {0 disesunt more freely fopr
my soader banke, by geiting my Fedeval Leserve hotes out
in e hands ¢F the EBtate becke, o8 well es reaiional banbke.

e Taeye fgw maeh lwmve you swapped on that plani

. BeCorfie I bawo not swepped suoh, bt I am peady

svep & peed Jesl miwe, end 1 have the dontracts sed- for

it. i ea vemp five or six millilore.

e WOMl:  What are your 4% countss

e doheni: Ny élzsonuls e mdw spprosching tue nile
liong, aad ibey ars osming very fesdl, because the tex on the
Aldrieh~Vrooland haz pesched s soint Bigher idwn my dise
saant rats, sold ouing 6 the nop-ntvemeal of O products
ef the svusiry they beve o koop sooe Jind of eredit out,
end they prefeor e give e the direounis, srd I prefer to
have ihe dlssounis, sad flest my Pelopel Beserve acies into
the torritery, rethar Lhen o lmwe thelr sldrieh-Vreoland oud
&5 & nonace againat ae, ond egalnsd wy navisg an oppo: tunity

to d¢ baziness.

r. ¥Fapeheps Ig 1L pouy (heuehbt thet your State bsnks

will put e Stele sotes Inte ftie Vederel lescawe?

M Holordy fos siy. ey bheve sypeed to do it.

e acting Clalivosn: Do the geetlesen {(hdnk it is worth
wiile {0 loke wp with the reasuey boperissst that sattep?

ee desy: It 1o quite worih while, bul tizre are very
15itis hopos.

. WOME: Tou haves & ctnmities. thy not let ithes
handle the ahwle sublectt

he scting Chelruwmm: Jou sould lsave sll of this to L
Gomml tice having in churge Uw mmiler of drafting this plan?

Wre Wold: I think so.
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Hpe Fancher: I move you thal this 30 one of the

topies to bDe discussed wilh ihe “rossury lepasriment.

The Acting Chairman: Covernor Fancher moves that the

mptter of the redempiion of national bumnk noies at Sub-ireasyre
ieg be added o ihe 1ist of toples.

{The cuestion heving boen sceonded nad pul, was capre
ried.)

Tie soting Chalrman: Are there sny other mbjects to
be taken up ®ith the “rcasury?

Hr. Tenyt dr. Cosirusn, 4 %ill wention, in eonmeg-
tion with this topie, something tist tGame outl of ihe wncoting of
the comaiitee in Now Work. I understood Governor Strong to
gay lhat SubeProssuries Leg been sporoached ss to the cost
of making some of tiwse itrensfers, ani they hnad sitated that
the provision for their expenses was preity well axbausted,
and when they spplisd for wae additions Lo the provision for
Sxponses, Lhey were met by ¢ coumitice in Congress—- when
ithe Sub-lreasury officizls appliede—w who stated that 1t wes
contenplated that the Fedorsl Heserve Senks would asboord sous
of these charpges, snd Lhey ihey were srpedted 1o sbeorb some
of these charges, and thet provision at the Sub-~Tressuries for
spme of these ithings we wiszh to have dome night not be so

saple in the future.
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