VoLume &

FOURTH CONFERENCE
BOARD OF GOVERNORS, FEDERAL RESERVE
BANKS .

Blackstone Hotel, Chicago, Ill.,

Tuesday,June 15, 1915, - NIGHT- SESSION
Wednesday,June 16,1915 - DAY SESSION

WALTER S. COX

SHORTHAND REPORTER
COLUMBIAN BUILDING—TEL. M. 8324
WASHINGTON, D. C.

pitized for FRASE
ps://fraser’.stlou,i,"s:fed.‘org




‘EVENING SESSION.

The confcrence met at 8:45 o'clock p. m. pursuant to
the taking of recess.

The Chairman: Mr. Aiken will be here in the morning
and there are a few topics left for consideration when he
is with us.

governor Van Zandt: You left eut (b), stating that
you were walting for Mr. ieKay's attendance,

The Chairmen: Yes. Mr. MeKay, Itcm 8~(b), "Trans-
fers”. It is under too sub-headings. One is "Charges"

and the other is "Ixtension of facilities to non-joining

banks . " 1 believe you suggested the first sub-heading.

flave you any report to make on that subject now? ¥ou
did not refer to the forms that were to be used for transfers
of funds. Is that covered in that?

Governor McKays In regerd to the charges for trans-
fers of funds, I think that matter was practically settled
by the schedule which was made up which provicded that
items could be reccived for immediate credit at the rate
of five cents per thousand dollars per day for the time
that it would take for mail transfers; and then if any
Federal “eserve Bank wanted to make o greater charge than
that, 1 think it was at llberty teo do so. That was con-
sidered ns a basis of charge, and particularly with the
Federal Keserve Banks located outside of the subtreasury
cities, I think in their case they would make a differ-

ent charge, an additional charge sufficient to cover the
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cost of shipping currency to the negrest sub-treasury
city, provided it is necessary to do se, and 1 believe that
matter could be best rcgulated by each Federal Reserve
Bank.

Does that cover the question, Governor Strong, regard-
ing charges to be made on transfers?

The Chalrman: Mr. McKay, this item was suggested
for the program, I believe, by you?

Governor McKay: I do not remember sugpceting that
item. I might have had some correspondecnce with Mr.
Hendricks about it.

Governor Seay! %as not the question of charges in
some measure covered by the r ecommendation of the clearing
committee to the Federal Reserve Board at their request?

The Chairman: I thought it was completely covered
by the report that we made following the conference in
Washingten at which you will recall Mp. Harding suggsested
the necessity for an extra charge at seasons of the year
to protecttsome of the member banks. We then agreed to
recommend and submit a memorandum o charges for
telegraph and mall transfers, and I understand that that
report is complete and ready for submissien; in fact, it
has already been submitted to all the banks for their

adoption.

Governor McCord: The report from the Board at Fash=-

ington?

Gov ernor Seay: It was forwarded by the Board. A
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copy of our rcport wag sent by .the Bard te the banks.

Governor McKay: It was in the thast mecting of the

elearing committee.

Governor MeCord: In the absence of any instructions,
if 1 am not intruding on this subject here, we have adopt-
ed thie plan, that e charge every meaber bank for all the
items coming from beyond the cdistrict in a total sunm vy
the week, and eredit them with the outgoing exchanges on
the other Federal Reserve Banks. For instance, a bank
puts in five hundred thousand dollarse exchange, and we pay
#600,000 for it.  We charge them on 100,000 because that
produces 500,000 against their £600,900.

Governor Wold: Produces it how?

Governor MeCord: Produces exchanges. It is a bene~
fit to ue.

Governor %old: And gives the bank the benefit of it§

Governor McCord: Noj vwe do not give that bank the
benefit of it, We give it the benefit of what it pro-
duces., I wondeored whether there is any uniformity about
that or what system is obscrved by the other Fecepal Reserve
Banks.

The Chairman: Governor MeCord, is that in connection
with charges for transfers that are mde now by the use of
checks on your bank?
| Governor MeCord: Yes sir.

The Chairman: Can you not induce your member banks
to make these transfers by making remittanees to you ===

Governor licCord: ¥es} I do that to a eertain cxtent,
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but ncvertheless they are issulng thé$r;ézchanges‘on me,

and whethcr.they want to - send . them out of the district . .
or not ‘they do.'get.outof the district. and come in;. and
besidosbthati member banks say, "We do not want that; we
will take any check that comes on us." Some of them come
from beyond the dis trict, and we charge them with the
cost of it in the clearings.

Governor Sawyer: In that conncetion, Mr. Chairman,
we have a bank in one of our reserve clties that brings
its chceks on us to New York for credit, and they send
their eastern exchange to Kansas City and get the benefit
of the intcrest there for several days. It pays for the
cost of the transfer.

Governor Mccdrd: Eﬁe do‘notréllas that, Gov ernor
SaWycr; .

The Chairman: That ought to be stoppéd, Governor
Sawyer,

Governor Wold: It is getting to be 2 hardship for
banks located at cities wherc there i8 no assistant

tressurer to meke trunsfops themselves. It is getting to
be very much easier to have the transfer made by the check
agont of the member bank, oubng to the fact that they are
not allowed to maintoin an account that permits ug t0 draw
against it. If they would allow us to maintain an ac-
count with you in sufficient size 50 that.we could draw add
gell our own drafts, it would obviate that necessity.
The only time they call upon us for exchange is when there

is not any in the market.
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The Chairman: It seems to me, following oup discus-
slon of today, that it would be far wiser far the banks
that need the New York exchange and are able to aceumu-
late it in that way to go right at the problem and take it
up with the Boanrd te have it understoed a8 an arrangement
to meet the situation.

Governor Vold: I do not care to prolong this digs-
cussion, but I would like to make an inquiry from Mr.
MeKay: He suggested a minimum of five years. How does
that operateWhen eastern exchange is at a discount at
Mgnneapolis? It might be 25 cents discount. In Minne-
apolis 1f they take ecastern cxchange at par or at the mapre-
ket rate, as the case may be, and if the eastern exXchange
i1s selling at a discount, whyjrthe discount is large
cnough we will have a profit in the transaction.

Governor Seay: You will make the transfer for
nothing?

Governor Wold: Lo you imagine we could charge five
cents above par that New Yofk is quoting and 25 per cent
discount?

Governor Seay: ©No; but if you could buy New York
exchange at less than par you could make a profit, be-
cause there would be a creditin the g01ld settlement fund.

Governor Wold: In the shipping season eastern ex-

change 1is usually at a discount,

@©vernor Seay: But you can elear all that at par

in the gold settlement fund and you arec just t.at much

ahead in exchange.
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Governor Wold: Tenyears ago eastern exchange
was at a discount probably four months of the year.
is getting now where ecastern exchange is at a discount
hardly sixty days in the year.

Governor Sawyer: In Kansas City it 1s from ten to
eleven months in the year at a premium.

Governor Fancher: I think our dituation in District
No. 4 1s going to be rather a difficult one under all the
¢circumstances. As you know, Cleveland is not a sub-treas-
ury City, and New York exchange rules at a premium prac-
tically the entire year in the reserve citles, It is a
subject we have been giving a great deal of thought to, to
Jdnow just how to take care of it properly. The cemand
is practically for one sort of e xchange, and on what basis
we can make those transfers and what charge we can make to
save ourselves is quite a problem. I had put up to me,
not s0 recently, but in the last two or three months, from

our local Cleveland banks, the matter of bringing into use

currency and making a transfer in New York. That

currency would be a miscellaneous run of national bank

_ what
notes and probably several certificates. Just, basis we

A
can make that transfer on and at the same time replace the
amount in our settlement fund without depleting our gold
settlement fund is quite a problem.
It seems te me as theugh the banks in Pittsburgh,
possibly in Columbus,vare outof it practically entirely beé

cause if at a time when currency is redundant a transfepr

is made, it means a transfer probably te the sub-treasury
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at Cincinnati for our credit with the transfer made on

the © same basi5.~‘ Cincinnéti ggtng 8 sub:%redsupy cfty,
ihe banks in ;;ncinnati can go over there to make 2 deposit
for our account and make a transfer on some basis. Clcve~-
land can come to us and bring the certificates in and

make a deal. Thepresent situatiOn in our district is a
very complex one.

governor McKay: I should think that inyour district

you could make & charge for transfers in accordance with

what it costs to create the kind of exchange you wanted,

eithcr the cost of shipment to the nearest subtreasury city
or mhere it might be necessary to ship currency. I do

not know whether your sub-treasuries will exchange gold
certificates for lawful money or not, %i1ll they do that?

Goverggfgober. Yes, they will do that; but we are
hampered a8 in the matter of national bank notes if we take
them.

Governor Wold: Do you take them?

Governor Fancher: We have not, but we are going te
be importuned to take them. That 1s the basis ofthe
transfer proposition. I1f we can confine ourselves to
lawful money that is one si tuation. The matter of a trans-
fer based upon national bank notes is another situation.

governor Secay: I refused to do that last year.

governor McCord: You will have to do 1it.

governor Fancher: Can you stand up?

governor Seay: It might not be expedient, but you

can do it.
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(At this point an informal discussion took
place which the stenographer was directed not to report;
after which the following procecdings were had:)
The Chairman: Is not this a fact about the usec of
these checke on federal recerve banks as transfers, that
it can be controlled by one of two methods, elther of
which would be effective aﬁd would pro bably result in the
use of a Federal Leserve sank transfer, which is what we
want to bring about? In one case the Fedcral lieserve Bank
on which the check is drawn can impose a charge agalnst
the member bank that draws the check that will be prohibi -
tive, and by the otk r system the Federal Reserve bank
to which the check is remitted for erecdit ecan defer eredit
for a sufficient length of time so that it is no longer
a desirable form of making transfer. In other words, thht
matter can be controlled aﬂ edther end. We have attempted,
by lmposing a time schedule on the credit of these: checks,
to arrest the use of checks on federal reserve banks for

the purpose of making transfers, and as soon as ve adopt and

put into practice jenerally, if we can, the system of

bank transfers with a very modcratc charge far the service,
we will pretty soon ascertaln from experience whether it
1s the preferable form and will be used by the member banks,
or whether they will continue to use the drafts on the
Federal Reserve Banks.

As soon as ve have the experience we can then deter-
mine whether the bank on which the check is drawn will

make a charge to the member bank that draws the check, or
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vhether the bank that receives it for credit will defer
credit for a sufficient length of time to stop that, or

whether our charges are too high and need to be reduced.

Governor Sawyer: How are you going to find out what

are transfer checks and what are not? And - are you
going to apply that to all checks or just above a certain
gmount?

The Chairman: e have to uraw the line geographic-
ally by devising a system whihh will limit the circula-
tion ef checks, unless the circulation outside of the dis-
triet is at a charge which will be equivalent compensation
to a bank transfer.

Governor Sawyer: And apply it to all the checks?

The Chairman: Ultimately.

Governor Fancher: That will necessitate in Governor
MeCord's district rather a changing poelicy and will be
going back on a custom that he has been encouraging. If
we in Cleveland say that drafts on the Federal Rccerve
Bank of Atlanta are going to be credit subject to two
days, we cannot differentiate between a transfer draft
and a draft that is drawn for sundry remittances. That
is going to be forced right bank, Governor McCord, and is
going to have an effect upon the policy that you have en-
couraged down there, and rather upset it.

governor McCord: We have not encouraged it, but
there has been such an urgent demand by the member banks
that we tried to meet their views, Here is what my cash®

ier says about 1t:
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"The matter of deferred credits on items by our re-
serve banks will do the Federal Reserve Bank of Atlanta a
great deal of harm, for our members can no longer check on
us in payment for collections, such checks belng received
in other Federal Reserve Cities of the United States on

two days' deferred credit. This works splendidly for

New York, Chicago and St.Louls, but not for us."

I sgree with you thoroughly that these transfer items
ought to be handled in some way or other, as collection items
would be, in the sense that they are a part of the trade
and commerce of the country and would be keeping us on
an even keel.

Governor Van Zandt: Vhere is the difference between
paying checks for collection and transfers?

Governor McCord: If the checks are issued for col-
lection they carry theilr reserve balance with us. i
they are transfer checks they take them out of our hands
and place them where they get two per cent.

Governor Van Zandt: Over in Dsllas ve charge every
bank that sends a check out of the district for any pur=-
pose whatever,

Governor HcCord: Ve are meking a charge agsinst
every member bank for anything they send out of the dis-
trict, regardless of wvhether it be 2 transfer or other-
wise, sufficient to cover our cost of the gold pool. Ve
are doing that, and it does not make any difference how it
arises; we add that up as an item agdnst then.

The Chairman: Governor McCord, in our former discus-
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siors of this matter we have all taken the view that

this is a matter of rctual accommodatbon.

Governor Mccbrd: sSure.

The Chairman: 48 I understand yourhbbint, the im-
position of two days dcferred credit you would consider
works a disadvantage in Atlanta?

Governor MeCord: Yes.

The Chairman: And the same would apply in Cleveland
and in Chicago and St. Louis. Last year when we were
taking these checks at par for immediage credit in New
York, the bzlance ran against you as high as over $2,000,000
and it was a matter of some embarrassment t0 make good
those balanees, and it imposed an expense on both of us.
If wo take those checks for immediate eredit at Br, as
suggested by your cashier,we are simply going back to a
situation that embarrassed you at that time, as I under-
stand it.

Governor Scay: That is what I wrote you, Governor
MeCord, in explanstion.

Governor MeCord: I know that; but you must remember
one thing, that at that time we had no system of clearing
between cach other at all, and it was an accumlation
ail one way.

Governor Lowry. Speaking for San Francisco, we were
very highly pleased to think the other Federal Reserve
banks can take checks on us on the deferred basis, for the
very recason that you spoke of} and our experience with

the recent plan might be of some interest to you. Per~
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haps an 1llustration of it would present the matter mest
Ele£r1§.% A bank in San’ ﬁrancisco, Just Before I left,
wanted 200,000 transferred to New York. We told them we
would make that transfep for ten cents a thousand. That
1s the rate we have established tentatively. They saild
"Why cannot we draw our check on you and send it to New
Yorke" I sald, "You ¢an do that, but we will charge you
exactly the same, and your check will not be reeceived for
immediate credit in New York.," So that was sufficient in-
ducement to them to give us a check on ourselves, and upon
that check we made the transfer fa them. S0 1t worked out
very nicely,

The Chairman: Governor Lowry, I think I ought to
explain a little bit about the situatien in New York.
A8 you know, the Clearing House As® ciamtion a good many
years ago established a cértain limited number of points
that are really in practice par points, and as to all the
rest of the country they imposed a schedule of charges,
When eur bank wac organized we submitted to them that ag
We were going to take these federal Reserve checks at par
for immediate credit and expected to take membership in
the clearing house, a limited mémbership, 1t would involve
& necessary violation of their rules for charges for col~

lection, and they at onee modified their rules so that 11l

the checks on all the Fedepral Reserve Banks might be received

at par through the New York Clearing House or by the mem-

bers in New Yerk. The result of that was to ereate

tps://fraser.stlouisfed.or
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this flood of transfer checks, and when the comdittece that
weas coﬁsideting this matter of transfers recommended that
we change that practice and receive these checks for de-
ferred credit, we took the position that it was not a mat-
ter that intercsted the federal Keserve Bank of New York,
but that it was a matter that interested every other Federal
Reserve Bank, and that it shoulad say to us what their pre-
ference was as to the extent of the deferrcd credit that we
should impose upon their checks to protect them. The
result of that has been that they are conferring with all
of the others, and I understand that Governor iMcCord h:is
expressed the same view, that each of them has,and advised
us to what extent they wanted deferred creditimposed upon
checks drawn on their own banks. We had to follow that
schedule exactly. Philacdelphia and Boston wanted im-
mediate credilt at par, and we said we would take them for
immediate credit at par. San Francisco, I understand, was
satlisfied with six days dcferred credit. Mr. McKay hane
dled this matter and knows how it was taken up with each
bank.

But the point I want to bring out is this; that it
necessitated another change by the New York Clearing
House association and when we submitted the proposed

schedule of deferred credits that had been adopted and

advised them that it would take effeet on a certain dote,

the 15th of June, I think, they at once adopted that
schedule as their own by a new rule Which made a charge

en all checks except San Franciscoe—-
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Governor McKay: I would like to ask there if they
are going to defer interest on the items?

The Chairman: That is a matter that the clearing
house does not attempt to control, and it would be most
unwise for them to attempt to control it in any way, They
never have ass-umed to say anything about interest on a
balance or on loans.

Governor Lowry: I might Just add to that illustra=-
tion, Mr. Chairman, that this San Francisco Bank imme=-
diately dcposited with us $200,000 in gold in mint sacks.

The Chairman: That is a subject that can also be
developed. This thing is full of interesting possibili=-
ties. There are certain clecaring houses in the country
that csettle entirely in gold; among others, Philadelphia;
and Governor Rhoadcs and I have conferrcd on that matter

and we find that the Philadelphia banks require a very

large amount. That has been so for some years, and under

our arrangemenﬁ he permits these transfers. They are

o nducted at par, He gets pald for these transfers in
gold in Philadelphia, and in New York where we make these
payments, where we have silver in such form that we can
work it off, we work off our silver, and the result is

that that transfer arrangement is dumping gold into the
clearing fund for our credit and we are performing a ser=-
vice in a sense for the member bank. But really we are
creating a machinery where the New York Bank 1s getting

rid of the silver and the Philadelphia bank is accumulating

gold for us.
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@overnor Lowry: If we pay that gold te the sub-treas-
ury to go into the gold pool it still remains in the sys-
tem, whether it is that gold orother. It does not mat~
ter,

Governor J¢Cord: he reverse of that is the ecaso
with us. Of course one of our banks comes in with $100,000
of national bank notes and we deposit it to his credit ang
ask for a transfer to New York, We have no sub-treasury
to deposit it in, and 1if we did, we could not deposit
those national bank notes. Our procedure has been this,
that we would charge the eost of transmittal of these
national bank notes to Washington, and then take transfer
cheeks to New Yorke-- no, they will not give them to us to
New York, but to Chicago or any sub-treasury but New York
Or Philadelphia--- and by that means we have been creating
funds. There is an expense of shipping that, and we
charge that into the remittance fund of the gold pool and
pPro rate it according to the service,

The Chairman: I honestly believe that we are making
a mistake in attempting, before we have really started
our transfer plan, to review the whole subject once more

mithout experdence, and we are willing in New York, and I

believe all the rest of Jou are willing, to suffer ® me
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inconvenience and some expense and swap accounts around
in any way in order to gain the experience of how to
deal with this matter. Why can we not go ahead with the
program that has been worked out by the Committee and ask
Mr, McKay, which I was propesing to do in just a minute,
to furnish us with the ferms that he and Mr. Hendricks
have worked up, and let us push the transfer plan as
rapildly as we can, with our member banks, 86 that at our
next meeting we can dctermine where and how these charges
or deferred credits may be shifted and changed se as to
contrel the matter.

Governor Seay: May I ask this, hypothetically?

If you should desire to take a check on Atlanta, for in-
stance, for immediate credit at par, can you do s0 now
at your discretion?

The Chairman: 1In the reserve bank of New York?

Governor Scay: Yes.

The Chairman: Hardly; our Plan has not contemplated
doing that. Actually; I do not think we are under any obli-
gation that would prevent our doing 1t unless you objected
to 1it, |

Governor Seay: That is what I am asking this hypo-

thhtical questlon for, to see as t® the status quo of tHs

mattey, If Governor MéCord desired you to receive checks

on Atlanta at the old standard, is there anything in your
relations to your clearing house now that would prevent

your doing that?

The Chairman: Yes. We would have to go back again.
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I had understood, and I think Mr. McKay and Mr. Hendricks
worked this out and had a clear understanding with the
Federal Reserve Bank of New York. We simply wantcd to
know definitely what deferred credit was satisfactory to
every other reserve banks, and we would impose whatever
def8rred credit they asked, and once having done that we
have advised the clearing house and they have taken action
on the matter and, frankly, I do not want te go back and

change it all again.

Governor McCord: We would not ask you to do that.
1

We do not went to work any hardship or any constant

shifting or changing of conditions. We are just simply
trying to find a basis upon which all the bgsiness can be
handled legitimately and satisfactorily to sl 1 parties
concerned. We are not disposed to be arbitrary about
the matter, or even to try te insist upon a thing that is
unreasonable. Our effort has been to try to make our
member banks transfer through us instead of sending their
checks out,

The Chairman: That 1s what ought to be done.

Governor McKay: And that is the very thing that would
help to do that, Governor MeCord.

The Chairman: That would drive them to you.

further, -

‘Governor McCord: I would say, that when we find a

member bank kiting, so to speak, we do not stand for it

two minutes. We will not allow it; we will not permit

1t.
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The Chairman:  May I ask if it will not be entirely

satisfactory te you for us to try the arrangemerit which

we have figured out and which I héhe;tly thought was en-
tirely satisfactory to you and haé& been made at your own
suggestion; in fact?

Governor MecCord: I have not raised any point about
it, excerit that I was trying tp feg what could be @ ne
for the member banks. I feel it my duty to séé what 1
can do for them. Of course, if it is not an agreeable
and pleasant situation all around I would not insist on 1t
twe minytes,

Governor Fancher: As to Governor McCord's situation,
it seems to me, Governor, that your having your member
banks drew their drafts upon you is creating a very con~-
fusing si tuation. I do not knew of any other Federal
Reserve Bank that 1s permitting that. I know we are not,
and it is a confusing situation to say to our member banks
in Cineinnati or Pitts urgh, "We are geing to impose a twe
day time limit on a little miscellaneous draft of 324.75."
for some ¥ittle sundry remittance. We cannot differen-
tiate between that and a transfer craft of ¥25,000. It
scems to me that 1f we are going into this transfer sys-
tem at all we have all got te work aléng on the same
lines end not permit our member banks to draw overdrafts
against the balances and circulate outside of your dis-
trict. We canno; takeup ‘the broder proposition untii we
have inter-district clearings. It puts the Federal Re-

serve Bank that joins your district in a rether disadvan-
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tageous position. Vie are going to be in a controversy

immediately with our Cincinnati banks when we impose this

tiie Tamet:

Governor lcCord: Apparently we have been encouraging
that, but that is not the case. Our member banks have
rather taken advantage of the situation and tried to do
it.

The Chairman: Canvwe not agree now on this matter
and siill g0 ahead, as I suggested, on the basis of the
deferred credits and the bank transferp arrangements through
;he Federal Reserve Banks on its proper scale of charges,
and let us work along until we have the next meeting?

Governor le¢Cord: Most assuredly we agree to it. We
do not want to cut bias across the cloth.

The Chairman: I think that will enable us to pass
this particular topiec.

(At this point an informal discussion took
place’which the stenographer was direeted not to report;
after which the following proceedings were had:)

Governor Wold: I do not care to prolong the dig-
cussion, but 1t seems to me it would be a surprising turn
if Ve encourage our banks to carry excess with us and
draw against it and we are not taking any exception to the
deferred credits that these baonks have made.  Philadel-
phia banks have written to Minneapolis and asked them in
settlement of collection éﬁarges to send them checks upon
the reserve bank of Minneapolis.

... (Governor Wold then m de a statement which the
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stenographer was directed not to report; after which the
following proceedings were had:)

Governor Fancher: If vwe were to permit our banks
to draw miscellaneously on every bank in Cleveland and
meet the demand for New York exchange, we would do nothing
¢lse but put up millions of éollars.

Govecrnor Scay:' I would like to know whether I had
reccived a wrong impression. My impression was that the
mmbers of the collection system who created an cxcess
balance were going to be permitted to check against that
excess balance and send it where they pleased; that such
check would be received by you in New York and subject
t6 two days, and that would be a check against it. I was
under that impression.

Governor Weld: That is my impression.

The Chairman: That is correct. I would like to
ask Mr. McKay's opinion about this, that if Governor
Fancher imposes the deferred credit which is provided in
the schedule, whether that will effectually protect his
bank fer the inconvenience that he refers to. It may sub-
ject Governor McCord's member banks to some inconvenience
beforetﬁeyfind sut there is a deferred credit up there in
Cincinnati, but it will check the use of these drafts for
transfers and have the effect of driving them to the use of

the transfer check for which a charge will be made.

Governor Fancher: That is my thought exactly, Gover-
_ New York
nor “treng. The/banks actually need about two daye' time

limit upon drafts on the Federal Heserve Bank of Cleveland.
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Governor McKey: I would like to say, as a matter of *
information, that beginning today the Chicago bank puts in
this system of deferred credit on all federal reserve
banks, vwith the exception of Boston, Philadelphia, New York
and St. Louis. Itens on federal reserve banks in those
cities will be teken for immedlate credit at par or at
the market rates. Thet will go into effect today, and
that will tend to prevent our getting checks on some of the
federal reserve banks that are located outside of sub-
treasury cities,

Governor Wold: I do not see how it is possible,

unless yeu are going to allew a bank after it has created

an excess, to use it in some way.

Governor Seay: I was under the impression that that
was contemplated izhinterdistrict system, Now de 1 under-
stand that you will charge your members, notwithstanding
the deferred credit that is dmposed by other Federal Reserve
Banks, upon checks upon you outside of the system?

Governor Fancher: What I am striving to do is this,
that if 1t 1e going to be a transfer through us I will
sce about the transfer and will try to make a charge that
will offset that two days, and if there 1is any prefit in
the transaction I would try te make it.

The Cheirman: We are diseussing twe very secparate
and distinct things. We discussed what Governor Bancher
ought to do in regard to his member banks drawing drafts

on his bank and circulating them out of his district, and

I believe that we have not much to de with it except that
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he should impose such deferred eéredit as he asks us to

impose.

A8 far as Governor 17e- rd situation is concerned

he has already agreed to a time schedule which we have al-
ready adopted, smd his cashier demurs to that on the ground
that 1t is going to put the Federal Reserve Bank of Atlanta
at a disadvantage. I think we ought to have more cxper-
ience with the operation of the present deferred credit
scheme before we attempt to change 1t. We have not started.
The Federal Reserve Bank of New York got the arrangement
through the clearing house and put it in operation on the
15th of the month, and it would be a shame to g0 back

and ask them to change it new.

Governor McKey: The scheme only goes into effect
today in Chicago, and naturaelly we will not know what the
results are going to be until we have had some exXperience
with it.

The Chairman: We are really threshing over old stmaw
here that we have discussed at these meetings without
limit; and our committee having worked out its plan, and
our committee having adopted it, can we not stick to it
and give it a fair trial®

Governor McCord: I did not btring that question here
for discussion. I just accepted the vote on the situs-
tien and went on. Suppose a Macon bank sends a check to
an Albany bank and the Albany bank puts their endorse-

ment on the back and sends it to New York or Cleveland or
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Chicago. Of course that is a deferred payment. When
that comes back to me I am golng to charge that bank with
the cost of making that settlement. I am going to stand
by that.

Governor Sawyer: They would not make it but once.

Governor McCord: Hold on; I want to show where it
would be twice. Albany takes a chance---

The Cheairman: I think Governor Sawyer has answered,
it, because Macon will sec to it that Albany does it only
once . Macon says to Albany, "“you have imposed a chsarge
on us and used our check as New York e xchange, and we can-
not stand for it."

Governor McCord: That is the only difficulty with
that. Ve will work it out; don't you worry.

The Chairman: I think we can work it out, but I do
not think we can work it out theoretically. I think we
will have to do it by actual trial of the scheme.

Governor Seay: There 1s this new situation, though,
that now you are weceiving only from members in your cel-
lection system items that will create excess balances.

Governor McCord: The other members are sending in
money.

Governor Seay: For what purpose; not for the crea-
tion of excess balances?

Governor McCord: Yes; and they will send checks to

Atlanta.

Governor Seay: But you are not taking them, are you?

I thought we agreed that we would not take them from mecm-
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bers of the collection system.

Governor McCord: %hat--=- a chetk on Atlanta?

Governor Wold: We do not take a check on Minneapolis.

The Chairman: I honestly think that we are going
over old stmaw that we have already threshed over, and
we have decided this matter.

Governor McKay: I have some for ms requesting trans-
fers of funds that I should like to distribute.

(The forms referred to thereupon were distributed

to the members present.)

The Chairman: These forms are submitted as a result
of the work thet was referred to you and Mr. Hendricks,
as 1 recall?

Governor McKay: I just received these forms from
Mr. Bendricks, and we have made up a form at the same time
that is shmilar to it bDut not quite the same-. The form

that we made up in Chicago leaves out the words "Federal

Reserve Bank at e Our form reads this way:
"Please charge our acecount and transfer by mail or tele-

graph to the bank of -

We dild not think it was necessary te say through what
¥ederal Rgserve Bank the transfer should be made, because
the member bank mightnot know in what district the other
member bank was located, and we would have tO check it up
anyway to see if it was correct.

The Chairman: If they are stamped or written in it
provides the very simple index by having it on the face of

the order.
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Governor McKay: Yes. Then, in Chicago we thought
the amount ought to be written as well as placed in figures,

and we put in the word "dollars" down on this blank line

(indicating) for the use of it. This is a very simple

matter that can be taken up by any federal reserve bank
in any way they want to. It is merely a suggestion.

The Chairman: If you will be a little generous with
me we will conclude the evening session by completing
Item 8 and consider the subject of extension of facili-
ties tO non-joining banks. That applies to the transfer
facilities,

I will ask Mr. Curtis to read the extract from the
letter received from the Federal Reserve Board suggesting
this topiec.

The Secretary: It is very briefly stated, without
any reasons, in the same letter from which I read portions
before:

“Should transfer facilities be given only to such
member banks as have joined the clearing system?"

The Chairman: Is there a well crystalized opinion
as to whether the system of bank transfers that we are
about to adopt should be extended to all member banks
or only to those banks which have joined the intra-district
clearing system?

Gor ernor McDougal: I should think it should be ex-~
tended to all member banks.

The Chairman. Possibly to throw a little light on

this, it occurs to me right here that there is very little,
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if any, relation between the intra-district cle-ring systonm
and a system of bank transfers.

Governor McCord: None whatever

The Chairman: Are you ready te offer a motion to
ansver this positively and at once without further dis-
cussi on?

Governor MecDougal: I would move that the privilege
of transfering funds be extended to all member banks on
the same terms.

Governor Fencher: I second the motion,

(After informal discussion, which the stenographer

was directed not to report, the motion was put and carried.)

(“hereupon, at 10 o'clock p. m., the conference

ad journed until tomorrow, Wednesday, Junec 16, 1915, at

9 o'clock a. m.)
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THIRD DAY,

The conference rcassembled at 9:30 o'clock a. Mo,
pursuant to adjournment.

The Chairman: The meeting will come to order.

(An informal discussion was had as to the advis-
abllity of inviting n membcr of the Mederal Heserve Board
to be present at future conferences of the Governors of
the Federal Keserve Banks.)

The Chairman: I will suggest that by resolution
the Conference authorize the Chairman to extend an invita-
tion to the Ba rd to have one of its members present at
our future conferences, such invitation to be sent to the
Board prior to the next meeting.

Governor licDougal: I would be very glad to make
such a motion, and there might be incorporated in the mo-
tion that he is invited for the purpose of discussing par-
ticularly such topic¢s as the Board itself introduces.

The Chairman: Yes. Is there any further discussion
of that proposition?

Governor Sawyer: I second the motion. I think it
very desirable to have a member here,

The Cheirman: 1f there is no further discussion I
will put the question.

(The motion was duly put and carried.)

The Chairman: Governor Alken, may we not take up

“tem No* 22, which is "National banks-- letters of credit =-
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recent instructions of Comptroller", the latter part of
which refers to recent instructions given to bank examin-
ers by the Comptroller of the currency in regard to national
banks guaranteeing letters of credit, “e have a copy of
the instructions referred to which might be read and put
Into the record.

Governor Aiken: The bank examiner called my atten-
tion to a situation in one of our banks in Boston where
theéy had been issuing letters of credit in sterling, and
were guaranteeing the London Bank acceptances m de on ac~
count of those letters, The bank examiner received a let-
ter from the Comptreller of the Currency calling his atten-
tion to the fact that such guarantees on the part of a
national bank were not permitted under the law.

That is a very serious interference, as I see it, with
the development of the acceptance business in this country.
It is quite conweivable that the exchange market will be
such in South America, for instance, that a merchant in
Boston may want to be able to settle in Sterling and have
the bills accepted in London. When that situation in
the exchange arises, unless a bank can issue a letter in
sterling, the bills to be accepted in Leondon, we have
practically got to stop doing that business. It seems to
me that is.a very strict construction of the law and it
also seems to me that it would be desirable te have that
matter taken up with the Comptroller's office, perhapsf

o
thr'ough the Federal ’RGSCI‘VC Board to sce if we cannot g‘é‘t:

a more liberal interpretation of the lawin that respech,
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because while we are doing everything we can to pro--
mote the extension of this business, here is a ruling
that checks it very meterially in its development.

The Chairman: I heve a copy of the letter addressed

to the Nationsl bank examiners which you were good enough

to send me, and I will read that portion of it that re-
lates particulerly to this matter:

"Unless the liability of the bank is on account of
acceptances so authorized in the sections quoted o national
bank has no right to . issue letters of credit to
a party who has not the amount to his credit on the books
at the time the letter is issued, It has been uniformly
held by the Courts that a national bank cannot guarantee
the obligations of other parties, or lend its credit, and
this applies to sll transactions exccpt those authorized
as indicated.”

Mr. Curtis will correct me if I am in error, but
I do not think there is anything in the national bank act
which prohibits a national bank guaranteeing a commercial
letter of credit except on the theory that isizltra vires
for the national bank to meke any obligation or guatantee
which it is not specifically authorized to make by law.
“4ost of these letters of credit are guaranteed either on
the falth of the credit of the customer of the bank or on
his credit supported by ade..uate collatergl, and the ques-
tion arises whether the Comptroller is Justified in re-

stricting the operations of a national bank to simply
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guaranteeing to pay money that is on deposit with it and

appropriate for that purpose.

Governor Aiken: I wrote a letter to Ma. Warburg
in regard to this case, because it scemed te me thau the
attitude of the Comptroller's office should be different.
it is ® easy, by fiction, to set up a credit against
%hich guarantee could be madc, that it seems to me that
fiction ought not to be forced upon the banks. Our banks,
88 I understand it, issue a letter of credit against a
definite and formal agreement On the part of the party to
whom the letter is issued, agreeing te pay the bank in
funds to meet those acceptances a certain number of days
before the acceptance falls due, It ought not to be neces-~
sary for the bank te use that agreement as a basis for
actual credit on the books. It 18 purely a fiectitious
operation and would not change the real situation in any
respect, but whether it would comply technically with the
law, I cannot say.

Governor Wold: That is a subject to which I have
not given bvery much consideration, but it secems to me there
is clearly a contingent 1liability there that ought to be
disposed of in some way. If the customer for whom the
guarantee 1s given fails to pay the bank will have to
pay. The liability is the same as it would be upon a
rediscount of yeur eustomer' s bills.

Governor Aiken: The account 1s uet up on both sides
of the statement showing ahlount of the letter of credit

outstanding and the liability, and the contract with the
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custoser to take eare of that liability on the asset side.
It is set up in the form of a statement. The actual
amount of the letter of credit is not passed to the credit
of the individual customer.

The Chairman: You mean he makes good if the letter
is used?

Governor Aiken: ¥ce.,

The Chairman: This question of a bank guaranteeing
obligations if carried to the very last eXtreme, oould be
applied to the business of the national bank and would
prove to be so embarrassing that the bank could not de
business. Take this practice that i8 required by the
Governaent They will not make retransfer of government
bonds except on a guarantee of the bank. That is a nation-
al bank in most cases, and when the national bank buys some
government honds and wants to have them transferred they
have got to guarantee the Bignatures, creating an oblign-~
tion that éxists a8 long as the statute runs. It i1s just
88 ultra vires for a national bank to guarantee signatures
in that way, 1t seens to me, as it is to guarantee a let-
ter of credit. It is merely another form of €xtending
the credit.

I think the ruling is Simply an extreme ruling that

will simply cause embarrassment and do no go0d whatever,

Governor Alken: I viould like to ask what you think
would be the best way to deal with it. 1 acknowledge
that my knowledge is only academic with regard to these

matters, You have had a great deal of wactice in dealing

with these commercial credits,

ps://fraser.stlouisfed.or
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~

R, -Gasdrnon: This matter will probably

cause a great deal of embarrassment later on. Just now
it would be in isolated cases 1i'ke the one you speak of.
AS our ascceptance business develops the customer of
an American exporter in a foreign country is probably going
to be able to draw either in sterling or dollars, accord-
ing to the rate. He wi1ll elech® to draw in dollars when
the discount in New York is favorable to the dollar draft,
and he will draw in sterling when the discount in London
is favorable to the sterling draft. If the American
bank cannot establish such arrangements with a bank in
London as will enable an exporte® to elect which kind of
a2 draft he will draw then we are going to attempt to
force him to always draw in dollars, and the minute we
attempt to force him to always draw in dollars, then he
is going to have two separate drawing arrangements instead
of one.  He can arrange his drawings at present with
one bank in New York or Boston provided that bank can
make similar and equally advantageous banking arrangements
for him in London. I believe that the American banks ulti-
mately have got to be in a position te faeilitate giving
customers, American exporters, the privilege of drawing
either in dollars or sterling. Today that involves the
American banks having a relationship with the knglish
exporter that will indemnify the Lnglish exporter. The
nmerican bank will be in a position of accepting the re-
sponsibility of reimbusing the London bank, which now is

entirely arranged in London.
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Governor Aiken: It seems te us that the effect of that
will be to drive that business back entirely inte the
hands of the private banker in Boston. %ie have two large
banking houses there---~ two large ones and one smaller one--
that have done practically all that business. The First
National Bank, at great expense and vith a great deal of
commendable energy, has built up the foundation for an ex-
cellent foreign business. It seems to me that the carry-
ing out of this ruling will interfere with their business
80 seriously that it will have to go back into the hands
of the private bankers.

The Chairman: Why not pass a resolution at this
meeting, if the others agr¢e, for the purpose of getting
it before the Federallieserve Board for investigation. I
have taken the liberty of also eriting Mr. Warburg about
it.

Gover;or Seay: Upon what ground?

The Chairman: e would have to base it upon our
belief that it will interfere with the development of
our foreign e xchange business by member banks snd drive it
to private instdtutions.

Goernor MeDougals It will go further than that,
Governor Strong. It will restrict them in a matter of

budness that they have always conducted. I have no doubt

that the benks in New York have a large amount in letters

of credit issued both for cash and under guarantee, We

have here, I know,
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Governor Aiken: Itis just as true of travelers' let-
ters as it is of commercial letters.

Governor Wold: I was speaking to Mr. Forgan last
week and he said they had be.n issuing them for forty
years and would continue to issue them und er guarantee.

The Chairman: The Apmerican banks have been guarantee -
ing éredits of that kind for all the copper that isexported
from Chile,

Governor Lowry: It has been the common practice in
“an ¥rancisco for many years to issue these letters of
credit with guaranteesin Sterling exchange. Any interfer-
ence of that kind with that plan would be quite a serious
thing te the importers in that section.

The Chairman: The attention of the Conference having
been drawn to the letter of the Comptroller of theCurrency

dr ted Jyne 2nd, addressed to the national bankers, in

regard to guarantees of commercisl and other credit by

national banks, it was on motion duly seconded, resolved
that the FederalReserve Board be requested to obtain if
possible a vithdrawal of these instructions, it being the
conviction of the Conference that these instructions, if
literally enforced, woulg seriously interfere with an ime
portant business now being conducted by member banks and
further interfere with the development in the future of the
acceptance business, which should be encouraged.

The Chairman: Does that cover what you have in

mind, Governor Aiken?




Governor Alken: Yes.,

Governor Rhoades: I second that,

(The motion was duly put and carried as above
stated,)

The Chairman: Item No. 23, "detirement of Federal
Reserve notes", it seems to me has been already pretty
well covered by our previous discussion of the method of
handling federal reserve notes. If agreeable, and as I
suggested the topic, I will mark it as already coi ered.

I would like to have you now indicate which of the
last four items you wish to discuss first.

Governor McCord: I think we can get through with
Topic 14 pretty quickly.

The Chairman: We will consider Topic No. 14, "Intra-
district collections." Item (a) "collection of checlks
drawn on all banks within district with nominal compen-
sation for collecting checks on non-members in member bank's

i
own town; was suggested by Gove 'mor McCord:

Governor MecCord: A good many of the banks in our

cdistrict have expressed a willingness and desire to enter
the clearing system provided we collect all checks, national
and state. The question was taken up with a member of the
Board at Washington and it was stated by Dr. Willis that
the word "member" in reference to checks was in there by
i nadvertance, but that the matter could be handled under
the open market transactions.

Our people whuld like to know if it would be desir-
able or possible to collect for member banks checks that

they may have on all state banks or non-member banks at a
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nominal rate of exchange ,and the rate suggcsted by them
is one-eighth of one per cent, up to 3,000 inhabitants,
1/10 of one per cent up to 25,000 inhablitants, and 1/20
of one per cent above that, reserve cities free.

I would like to hear an expresslon from the othepr
Uovernors as to whether they think it is feasible amnd prac-
ticable, whether they would care to do it or not do L o
and whether there would be any objection to doing it.

The Chairman: iho would pay the charge?

Governor McCord: We would pass it on te the bank that
Put it in and time his paper.

The Chairmen: You would select a charge on the non-
member bank's check?

Governor MeCord: Yes,

The Chairman: And would pass that on to the member
bank that deposited the check?

Governor McCord: ies,

The Chairman: Whw would pay the one-eighth of one
Per cent or the one-tenth of one per cent?

Governor McCord: The depositing bank. The charge
would originateat the point of destination and be charged
back to the bank that put the item in.

The Chairman: %ould 1t not work just the other way?

Governer McCord: No. I do not see why.

The Chairman: Suppese we call the depositing bank
Bank A, and the bank on which the check is drawn Bank B.
You would give Bank A, when it deposited that check, credit

for the face amount of that check, and would expect to
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give the depositing bank A alse one-eighth or one-tenth?

Governor McCord: No. You 4o not understand me.
Your member bank at the collecting point would get the
€ xchange for the service.

The Chairman: Then you would send the check of a non-
member bank to one of your members in the same town?

Governor MeCord: Yes.

Governor Aiken: The depositing bank would get credit
less one-eighth of one per cent

Governor Fancherp: And you would pay the one-eighth
of one per cent to the collecting bank?

Governor MeCord: Yes.

The Chairman: Would that work in your district?

Governor MeCord: It is working.

The Chairman: If 1t would work in our district I

would like to see it done.

Governor MeCord: It is working in our district

right now; our members are par .cipating in it, state
banks are participating in it and also what is known as
the Atlanta clearing house, which wovers Georgia, Alabamn
and Florida,

Governor ¥old: You are recognizing right there the
prineiple that the exchange is a credit, something we are
trying to get away from. We have taken the position that
the dcduction of exchange was a charge that was not justi-
fied. The drawer of the check was the one who ought to
pay and not the bank or the person who happened te get
possession of it, I think we should handle the checks

upon our member banks advantageously and satisfactorily be-




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

468
fore we commence to attempt the collection of checks on

non-member banks,

Governor McDougsal : I do not see that it would be
very advisable to undertake anything of that kind at the
rrecsent time. One reason, among others, is that we are
loaning now=-~-- you can call it a collection plan, but

have
it 1s really a clearing house system~-- and we &0mething
to charge eéverything against that we take over the counter
or through the maiil. If the pdan were extended to accept
items on non-nember banks % ithin the district there is
no bank to which the charge can be made, and it creates
a float, does it not?

Governor MecCord: No, there is no float.

Governor MecDougal : It comsumes your resources.

Governor MeCord: No. I beg your pardon. I saiag
time the items,

The Chairman: Might not this idea be just about
as effective. If we said to t e member benks which came
into the collection system, "We will receive from you
items on state banks} possibly not all state banks in the
Listriet, but by a gradual increase in area increase the
amount of state banks, "ang give you deferred credit for
them at par, provided of course we have a similar clearing
bank in the town in which the state bank is located, on

which the draft is drawn, “hat the effect of that would

be, it seems to me, would be to include a lot of items

that the clearing banks would send us as an offest, ang
we would then be able to collect state bank checks in

towns where we had clearing members, free of exchange, by
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sending them to those banks and giving them the benefit
of the offsct.

Governor Wold: The trouble with that theory 1is
that it would make it that much more difficult for member
banks to provide excess funds to meet that. They will
have to provide funds to mect such bank's checks as well
as others, That is the complaint we make now. It+18
not so much the protest agoinst the less of exchange as
it is a protest against maintaining an excess balance to
provide for their checks.

The Chairman: As it is now the mewmber bank that

clears recelves on deposit & good many cheeks drawn on

statc banks. Those checks it must send to some other

collecting agent, Where it 1s obliged to maintain a bal-
emce for collection purposes. They are under the neces-
sity of two transfers; that is, on the collection through
their collecting bank and ther - transfer for their credit
with the reserve bank against which their items will be
charged. That would not enlarge the number of items which
we will receive from them. By receiving items on state
banks located in towns wherc we have a clearing arrange-
ment with any member bank, why, them, we are going to cut
the state bank in that town out of exchange charges, because
to the extent that we get items for collection drawn on
state banks in towns where we have collecting banks, we

can send them directly to that town and get them collected
over the counter free of exchange charge. The influence

upon the state bank is going to be the increasing of the
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volume of items drewn on the bank which has been the custom
in the past to remit---

Governor Wold (Interposing): It will result in
the national bank providing funds in reserve in order te
take care of state bank checks. It will make the state
bank's checks par at the reserve center without any ef-
fort on his part at all.

Mr. Lowry: Suppose in a town there were two nation-
al banks and one state bank. One of the national banks
joins the colleetion plan andthe other does not. 1f
we send to the joining bankg checks on itself and on the
state bank and refuse to handle checks on the other nation-
al bank that does not join the collection plan we are in

a position of discriminating against one of our member

banks.

Governor McCord: He is discriminating agalnst him-

self.

The Cheirman: We are discriminating now, 1ln a sense,
it secems to me, because in our district we @¢o not handle
their checks at all.

Mr. Lowry: Lxactly. vyou would offer facilities
for collecting checks én a bank that had no connection
withethe system whatever and refuse to collect checks
on o bank that was a member Of the gystem, had its capital
invested with you, but simply did not choose to join in
your cooperative plan.

Governor Secay: i1f we did that we would probably
have to take checks for collection and not for immediate

ercdit--- checks on non-assenting member banks in the
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same place.

Mr. Lowry: Undoubtedly we would. TWe would doubt-
less be forced to apply the same pressure to the non-clear-
ing bank as we do to the non-member bank. We will be
of fering facilities for collection to the non member bank
equal to what we would be offering to the member bank.

The Chairmant In our district these state banks
charge eschange on their checks, and if all the che cks
drawn on the state bank, in the town which you refer to,
came to that state bank through & member bank in that
town that cleared, the state bank would lose its exchange,
would it not?

Governor Seay: It would face them into a very ser-
ious position.

Governor Wwold: It would not improve their position
by joining the system.

The Chairman: Yes sir, it would. The position of
the bank would be improved, if .o joined the system, to
the extent that checks on his bank wuld then circulate at

par within the district, which they do not do now, dbecause

they are subject to exchange and collection charges,

Governor Seays He could put them in himself in the
mee t convenient form, but if they went to the member
bank they would have to be paid in cash in all probability,
unless there was a private arrangement to the contrary.
Governor Wold: In the customary settgement of balan-
ces between banks in the country townsizs at theconvenience

of the paying bank. If they have excess currency they

give them currency, and if they have not they give them
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exchange at par. Also, some of the banks
prefer to have their neighbor across the street get the
items.

The Chairman: They give them exchange acceptable to
the collecting bank, They would give them exchange On
the Federal Reserve Bank in thelr district.

Governor McCord: If they d® not send the checks to
the bank they are drawn on they will come in and raise a
row about 1it. The merchants will say, "I want my checks

sent to my bank. "

Mr. Lowry: I know if we should notify oub member
panks that we will take for collection checks on the First

National Bank of Stockton, we will say, and on the State

National Bank of Stockton, but that we will not handle

in any way shape or manner checks on the Fifth National
Bank of Stockton, we would have all kinds of trouble on
our hands right away.

Governor Seay: That position could not be defended.

Mr. Lowry: We have taken the position in our dis-
triet that unless the bank assents to the plan we have
proposed we will not handle items on that bank either feor
credit or for collection.

The Chairman: That is our position.

Governor Seay: That is our positien, and I think
the position of all of us.

Mr. Lowry: If we agreed to take checks on banks
not in any way connected with the system and refused to
teke checks on banks that are members, but which do not

happen t0 like our plan of collection, why, we are in all
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kinds of trouble.

The Chairman: %e put oup a circular in which we said
we would only reckive on deposit certain checks on the
member banks that cleared; that is te say, we would accept
checks drawn on member banks in the reserve and central
reserve cities in our district, member banks, and we would
receive on deposit checks drawn on any member bank which
had joined the collection system and receive on deposit
subject to the time echedule, checks on Federal Reserve
banks .+ « ¢« ¢« + &

Mr. Warburg at once called my attention to the fact
that tha was a violation or evasion of the express provi-
sion of the law which requires us to receive on deposit at
par chccks drawn on solvent member banks. I told him we
would modify the circular in the next edition.

It may be that the Federal Reserve Board will call
our attention formally to the fact later on that the terms

of the circular in respect to not receiving on deposit

checks drawn on member banks which did not come inpo the

plan is a violation of the law which the Board cannot comnn-
tenance and that we must receive those checks on deposit
at par on the same terms.

The Bee rd has made a ruling that "par" does not mean
necessarlly ilmmediate credit. Consequently we are gradu-
ally moving to the point where we distinguish between a
check on the clearing bank and a check on the member
bank that does not clear, giving immediate credit in one
case and d.ferred credit in the other. As 1 view the pro-.

position we probably will have to do that later. The
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minute we do that vwe have got to have a collection
facility; we have got to have a bank to send those items
to for collection. We want to avoid the € xchange charge
end thc way we do that--- the only way that I see to
it --- is to enlage our clearingplan §0 that we will have
the area of our districts more nearly covered by banks
that clear, and we can use those banks as collecting
agents; and when we do that then we may be in a position
to enlarge our operations andreceive checks on state
banks as well as non-clearing banks within the radius of
each of our clearing banks in the di fferent sections of
the district.

e are restricting our operations now to an extent.
We have far greater leaway under the act, but we are doing
it of course by necessity.

Mr. Lowry: Then, as I understand you, you do take
for collection checks on member banks that have not
assented tO the plan?

The Chairman: ©Ne, we do not, and we are in the same
position that all the other districts are in, or almost
all of them, and that is of violating the law in that re-
spect. Our circular is quite specific in stating that we
are violating the law, unfortunately, and when we put out
another circular we will try to avoid that.

Mr, Lowry: What does the Board object to?Y Lo they
object to the c¢ircular or to the fact?

The Chairmen: It objects to the statement of racts.

Governor Seay: I re call distinctly that that ques=-
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tion was discussed with the Board and they agreed and
acquiesced in it or winked at it in the beginning. Dr.
iller himself expresseétin that language. I am sure that
that was the decided understanding, that it would be under-
taken in the beginning in that manner.

The Chairmans Some unkind member bank in our dis-
trict whnt through our c¢ircular and called the attention
of the Board to the fact that we were violating the law,
I think that was the cause of this communication. it
would not make a bit of difference to us if we stopped te-
day and said to the member banks in our disﬁrict, "We will

receive on deposit any checks on any mewmber banks in this

district, but will only give you credit on those checks

dravn on c¢learing banks "--- because we wouldn't get any

checks on the other banks- They would get immediate
credit from their correspondents, and are getting it now.
Governor aiken: In our district we would get
a good many and would have to use the Boston Country
clearing. They don't get immediate credit for those
items now. Credit is deferred two days. It would simply
mean that we would get those checks and send them out
through the Boston clearing.
Mr. Lowry: If we did that it would be extremely
e xpensive, Los Angeles makes a charge of five cents a
hundred on all items they collect for San ¥Francisco. 1If
we agreed to take checks on member banks in Los Angeles
at par, whether for ilmmediate credit or deferred credit,

we would get from Los Angeles checks deposited in San
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Francisco, to the amount of thousands of dollars, and we
could not collect those at par.

The Chairman: Have you any bank in Los angeles that
is in the clearing plan?

Mpe. Lowry: No.

(Informal discussion followed which the reporter

was directed not to take.)

The Chairman: Governor McDougal has offered a resolu-
tion, if I heard hin correctly, to proceed with item 14-(b).

Governor %Wpald: The condition resulting from Federal

member
Reverve Banks accepting items upon feceral “eserve banks
in federal reserve cities would not affect those banks
located in cities where there is a sub~treasury, but with
those banks that are located in s city where there is no
subtreasury, if checks on uember banks in those cities arec
generally accepted by other federal reserve banks, it will
g

make it difficult and expcns;T?or'them toe make settlement
in the gold pool.

There has been a little of that dene. I &d not like

10 charge the Atlanta banks with any more things than she

is now charged with, but Atlanta has sent up some items

that we have taken. They have not been of a size that

would cause any concern, but they ma$ reach that. S
think Chicago has sent us a few. I would like to know
what the attitude of the other banks is-. Of course we
areaccepting checks drown upen banks in the Chicago dis-
trict and the New York district because we need that ex-

change; it is for the purpose of settling something, If
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one of the accepting banks is in our debt we have no
obgeoﬁfbn, of course, to their sending checks to us drawn
upon member banks in our city, but I think there ought
to be some understandihg as to just how far it &hould go.

‘Governor MeCord:s We have to do one thing or the
other; we have te send them regularly or not send
the@;at éll. You caﬁgbt regulate that with your member
bank; because they do not know the conditiod of your ac-
countfﬁith me or my account wWirth you. If we take a few
one day we\hévé got to take them continuously. If we do
not take them at all, why, that is all right.

Governor Fancher: We have sent 'a circular to the
member banks saying that we would take certain exchanges,
confining it to cities right Around our territory and
central’ reserve cities such as Boston and Philadelphia.

We are not atu;mpting now, or are our members asking us to
flo it, to take checks on member bamks in Dallas, Min.ea-
polis or Kansas City. I think when you ge into that

proposition yeu are starting something on pretty broad

lines that is going 1o work a hardship on banks located

like ﬂhe bank in Minneapolis and Cleveland.
The Chairman: :

Gentlemen, this i%tem is alse coevered in Item 15. May
we consider this brief informaldiscussion of Item 14 as
preliminary to cmnsidering item 15 and proceed with the
program?

Governor McCord: Item (c¢) under subject 14, by

Governor Rhoades, has not beecn heard from.

The Chairman: But before coming to that I was
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golng to suggest, as a means of dealing with this subject
raised by Governor Wold, that we pass a reso lution which
I will take the liberty of dictating.

After informal discussion of 1tei§(b) it was
resolved that before any reserve bank undertskes to receive
On deposit items cGrawn on member banks in their ¢isiricte
it will first effect satisfactory arrangements with the
federal Reserve Bank of that district.

Governor Fancher: I second that resolution.
Governor Wold: I move its adoption.
The Chairman: Is there any further discussion?

(There was no further discussion and the resoly-
tion was duly adopted.)

Governor MeDougals: Mey I state that in our collec~

tion circular we offer to take frem member banks who have

joined the collection plan itews drawn on member banks in
the
the Federal tesepve System located at four points from

which ve take exchange at par for immediate credit, Boston,
New York, Philadelphia and St. Pouis. Woulad that be in
violation of the resolution that we have just passed?

The Chairman: It would be if we had passed a resolu~
tion before you starteg to do it; but having started to
do it now you vwill have Lo square your account with the
resolution by a 1ittle discussion with the banks.

As to New York, Governor McDougal, I want to reitep-
ate what has been Irequently stated at thése meetings,
that we are willing to try anything as long as the money

lasts, amd if it does not work we will let you know.

tps://fraser.stlouisfed.org



(Further informal discussion followed.)

Mr. Lowry: I would like to explain our position in
Sen “rancisco if it would be of interest to the Governors.

We hatte notified our member banks that we would charge
them ten cents per thousand for paying checks drawn on us
by them 2nd coming to us from other federal reserve banks
from outside the district.

The question has been raised by some of the Feceral
Reserve Banks as to what basis we will take items drawn on
member banks at San Yrancisco, and we have thought it was
only fair to impose the same charge. We have to deposit
gold in the sub-treasury to make our settlements good,
and eventually that gold will have to be moved. The Pacif-
l1c Coast is the only scction in the United States, prac-
tically, vhere gcld originates, and during the last three
vears there have been received in the sub-fressury
240,000,000 in gold. They have at present 120,000,000
in the sub-treasury. We have not been happy over that
situation. Ve would rather have the gold in New Xork.

I hawve some figures here that will show somewhat our
position there. We have received in cash from other
districts 311,000,000, They have sent us for investment

purchases by us, $2,000,000, making 13,000,000, We have

sent cash letters to other districts amounting to

w4 ,000 ,000. We purchased exchange to the amount of
#5,600,000, some of which we got at par and some of which
we pald a prenium for. Ve have sent gold order certi-

ficates to New York to the amount of 15,900,000, These
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certificates simply mesn that the 60ld reaains at San
Franclsco snd is paid out at New York. That of course
will net cost us anything, but we are anticipating a cost
in the future when the g0ld does have to be moved.

The Chairman: Thet is just the point I feap. As
you know, the gold in most parts of the country, with the
©rxception of San ¥rancisco, goes promptly into the syb-
treasury and is represented by issues of gold certifi eates.
‘hese certificates ape more largely presented at the Neyw
York Sub-tressury for gold than in any other part of the
country. By establishing the gold fund in Washington,
which 18 not an exchange center, which results in moving
the gold from the New York Sub-treasury to Washington,

We are going to have imposed upon us an expense, by the
establishment of the g0ld fund and the maintaining of it
in Washingtonfthat otherwise would not be imposed upon ug

Mr. Loury: If we attempted to take iteas on tan

Francimo at par, and San Prancisco banks receive a large

number of itehs in their district from New York op from
other eastern centers, and if instead of remitting for

them would wait for the New York bank to draw on them,

wo would have to make the transfers in very large quen-
tities at a cost which we could only guess at, We guess
£ to be ten cents a thousand . ke may be guessing very
wrong, but that is the preliminary rate that we have made.
On that basis ve shall be glad to handle items on wmembepr
benks at San *rancisco rop other federal reserve banks.

We may change that rate. If it is found to be too high we

will change it.
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Governor Wgld: I am not eclear on this point at all .
As I understand the operation of the gold pool we under-
stood we might be required to pay a certain portion of
the expense of moving the gold from one part of the
country to the other in connection with the golad pool.
But if you desposit the coin in the sub-treasury at San
francisco and get gold order certificates and send them
to New York the lNew York bank or your bank will not be
expected now, or at any other time, te make any contrihu-
tlon to the expense of moving thet gold. That is a
sub-treasury operation,

The Chairman: Yes.

Governor Lovry: Tphey reserve the right to make a
charge.

The Chairman: They protect themselves by another
me thod . The sub-treasury system has adopted a policy,
in order to proiect these sub-treasuries where there is
a drain of gold, of only receiving gold on deposit for

transfer to other districts, say at New York, where the

drain occurs, but never receiving it at San “rancisce and

Other points. They reported to us, for incstance, in con-

nection with this plan originally that they would not re-

ceive deposits of gold at San “rancisce in order that pay-
ments might be made af New York, because the drain in

New York was constant. If you wented to make payments

in San ¥raneisco you could deposit all the gold you wanted
tO in New York and they would make all the payments you

wanted to make in San Francisco; and that is the way they
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protected the New York sub-treasury from the drain.

Gove rnor Seay: They are actually doing what they
say they will not do.

The Chairman: Subject to a future charge.

Mr. Lowry: Not subject to a future charge in ordi-
nary transactions. iny bank in San trancisco can take
gold to the sub-treasury, get order certifijcates payable
in New York, and they are sctually doing what they
formerly ceclined to de.

The Chairman: But there is a charge for shipments
and insurance on these other certificates, which affbrds
them some protection, whereas, if they receive the gold in
San Francisco and issue certificates in New York the only
course is a telegraphic course which they make yoa pay in
o0&t oases.  That puts a drain on the New York sube
treasury without any restriction whatevep -

Me. Lowry:  (Interposing)  The banks of San Fran-
cisco, when they send such certificates, ordinarily in-
sure them at a cost of 2-1/2 cents & thousand. ‘They
very much prefer to deposit gold.with us and let us get

the certifi cates and send thém. They argue that if a

certificate gets lost in the mails we could get it replaced

with very much less trouble than ﬁhey can, One bank in
San Francisce has an experience of that kind some years
ago. They sent a shipment of these orders to pay on the
New York Sub=treasury and did not insure them, and the
certificates became lost or destroyed in the mails, g

took them the bettep part of a year to get duplicates, and
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it required a special act of Congress before the matter was
finally clearegd up.

Mr. McKay: I think we are talking about two separate
things in regard to this Gold fettlement fund. I think
where a shipment of gold from one sub-treasury city to
another sub-treasury city would be required that the Gevemn-
ment expects there would be a charge for that service,
but that would ondy be in a case where gold certificates on
ene sub=treasury were Presented at another sub=treasury.
Under the gold settlement fund it will not be necessary to
have such transactions at all, and the only Charge that
will be liable to be incurred in the gold settlement fund
1s where a bank, we will say the federal ﬁcserve benk in

Philadel phia, should draw out of the sub-treasury in Philas-

delphia mere money than they have on depOsit there in the

fund, which would necessitate the shipmenty frcm some othepr
sub-treasury to the sub-treasury in Philadelphia, of gold
for the purpose of paying the Federal “eserve bank this
golg. I think that was the understanding when we had the
matter up in Washington, that that Wwould be the only time
a2 charge would necessarily be made. When a sub-treasury
was not able to supply this fund and wauld have to call on

another sub-treasury te ship gold in order to pay the

federal reserve bank its excess in the geld fund a charge

would be made. That would only take place if the amount
withdrawn by the federal reserve bank would be in excess
>f the amount that they haed originally deposited in the

subtreasury. That is my understanding of it.
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Governor McCord: That would be charged to that opera-~
tion only end not to the general operations of the sub-treas-
ury.

Mr, McKay: Yes.

Governor Seay: That is correct. That is the under-
s tanding of the Federal Heserve Board, and my unders tanding
of 1it.

Eovernor Fancher: That was clearly my understanding
of 1it.

Governor McCord: I had in mind, when you were speak-
ing of transfers, tiat we might be called on to pay for
the transfers of all the other business interests of the
country. If San ¥rancisco icsued certificates paysble
in New York and the gold fund was depleted in New York. and

thcy had teo move the money, they might Suy that the gold

pool would have to bear this expense. However, this ex-

planation by Mr. McKay clears that up.

The Chalrman:? e are a little bit away from the
subject, which 1s item 14-(b), "Receipt of items drawn on
member banks in other federal reserve cities.” That
subject has been sufficiently discussed, and we will
pass 1t, We have passed a resolution on it and we will
now take up item 14-(c), "Will Federal Reserve Banks under-
take the collection of time items as well as cash items,"
and will ask Governor Rhoades to make a statement.

Governor Rhoadest In view of the ultimate transfer
of reserves in the case of small country banks they will

have no balanccs to handle time 1tems. While I would not
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advoeate taking the matter up now, I would like to ask if
we can hold out any hope of ultimately taking up that

business as an inducement te bring banks into the col-

. lection plan.

Governor Weld: We will not cross that bridge for
two years, will we? Will we cross it until the
reserve adjustment is completeg It seems to me that
we have plenty of time to consider that at some future mect-
ing.

Governor Rhoades: Ve have had a great many inquiries
as 0 whether wve would ever undertake that business.

Mr. MecKay: I should think member banks would col~
lect those 1tems directly themselves probably asadvantage-
ously as the federal reserve banks could in many cases,

The Chalrman: De you suggest, Governor Rhoades,
that we should now undertake the collection o;i?gems?

Gov ernor Rhoades: Ne sir. I asked the question
fer information, as to whether it is the sense of this

conference that we could ever hold out the hope to country

banks of undertaking that business?

Governor Seay: I believe we shall have te do it

when we are the only depositories of the banks .

A8 Governor Weld Says, we have ample time to consider
that when we approach the withdrawal of balanceg from re-
serve banks for deposit in federal reserve banks. But
I cannot see any way of escaping it. I think it will be
thrust upon us and we shall have to provide fer it.

The Chairman: This question won't come up for twe

years, or probably longer.
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Gowe rnor Rhoades: The question is answered, Mr.
Chairman:

The Chairman: In connection with the topic which
we have Just passed I have just read over a letter from
our office which seems to me to have some bearing on the
ma tter. As you know, the New York clearing house set-
tles in gold and silver certitiecates or legal tender notes

and not in national bank notes. Mr, Jay writes me:

"Our silver and legal tender certificates have been
piling up at a tremendous rate."

Our silver had gotten down on the 7th to $7,000,000.
On the 9th of June it was ¥24,700,000, and on the 14th
of June it was $29,000,000.

Legal tender on June 9th was {7,400,000, and on June
l4th it was $12,800,000.

"4t the close of business June 9, Chicago had on
deposit with us {2,700,000; at the close of business June
14 it had $8,200,000,

"At the clese of business June 9 other Federal re-
serve banks owed us about $150,000; at the close of
business June 14 we owed other federal reserve banks
$8,100,000.

"During this same perlod also member bank deposits

have increased frem {135,300,000 to $138,200,000.,

“I am not an expert on these things, but it looks
to me as though the other federal reserve banks are pilling
up credit here established through the deposit of New

Yeork exchange, which 1s paid te us in silver, and will re-
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quirc us to transfepr it to them in gold through the settle~

ment fund tomorrow evening."

That is where the pump works the other way. 1f we

can work that silver off, when you gentlemen in Chicago
draw enough against your exchange balance, it would not
have any waterial effect on the gold situation. If, how-
e€ver, you let these excessive balances run over a settle~
ment period we are not able to work off the silver. You
¥ould be paying gold out in Chicago and we would be absdrb-
ing silver and paying out golda, It sccms to me in taking
exchange &n New York it ought te be vell te bear in mind
that 1t has that effect of increasing our holdings of sil-
ver, and unless you exceed these balances by drawing New
York exchange, which we ean settle through the clearing
house with silver eertifi cates, the amount of gold that
we would accumulate will disappear,

Governor Wold: Is not that just one mare preason why

drowing

we ought to be permitied to maintain accaunts with
you?

The Chairman: Yes.

Mr. Me¢Kay: That will work the othep way when the
exchange market changes and g0es to a premium. It will
be wiped out agein to some exteng.

The Chairman: Yes, but suppose we have not the
means to settle through the clearing house with anything
but gold, which Sltuation semetimes will arise? I nean
to say that our clearing house gets glogged with bille
there; the clearing house banks have small bills in hand,

and the facilities for counting this small money at the
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clearing house are inadequate. If, Just for mechenicsl
reasons, we vere not able to get rid of this silver and
legal tender, then we are forced to lose our gold in order
to pay our bslsnces in accordsnce with the clearing house
rules,

Mr. HeKey: Ti11 your sub-treasury exchange
certificates for silver certificetes? They will
£0ld certificates for silver certificates here,

The Chairmen: If we should try to do that, in the
volume that ve might be called upon to do it, in New York,
you would certei nly “heap something drop". It would
at once open the door to a demand upon the Government to
convert five hundred million dollars in silver outstanding
into golg.

¥r. McKay: Ve have been getting some gold et the
treasury here in that vay.

Governor McCord: You had better keep that qulet,
McKay.‘ (Laughter),

Mr. Lowry. I woula like to make a suggestion, to
considered by the committee appointed to consider rels-
tions with sub-treasuries, and that 1s: if Some arrsnge~
ment could be made by which national bank notes can be

presented for redemption at the sub~treasuries. instead

of at Vashington, 1t would result in thecge Sub-treasuries,

such as the one located at Sen Francisco, peying out gold
and getting rid of that gold, and the nationsl benk notes
would come on to Vashington finelly.

Governor NeDougal: I will say that the sub~treasury
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me ,
The Chairuman: M€ thing is true in New Yoryk,
The New York sub—treasury would nevep Permit us to dump
the mass of national bank notes fop redemption ip that
way that might be imposed upon them, It would pe im-
Possible to force upon the ibeasury this whole Subject of
the cenversiop of $%500,000,000 of papepr money into gelq.
Mr. Lowry: 1ppe Only thing in Sap ¥rancisce would
be the difficulty of handling 14, The fofce is very
small, They s§imply cannot handle the natienal bank notes
under the Present arrangement , That was the 'eagson I
Suggested that the matter be referred te that commit tee
Secretary
of the Treasury.
I think it womld be of 8reat advantage 10 the Pacifie
and to the Treasury itself irf that coylg be done,
It woulg result in reducing Very mach the accumulation

of g0ld there,

Governor Seay: With the expectation, Which seems to

be rather Widespread, that tpe Federay Reserve Banig
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Mr. Lowry: Very likely you are right.

The Cpgirman:  Mr. Lowry, I would like to call your
attention to one thing in connegction with your suggestion,
and that is that the gold in thetreasury of the United

States is divided into two classes; first, the gold that

is held in trust there for the payment of gold certificates

which the treasury has issued or held in trust for the
redemption of legal tender notes. That 1is the first class,
the so-called trust fund. The other class refers to what-
ever gold may happen to be in the general fund of the
United States Gowrnment, and that general fund includes
such money as is deposited by national banks as a redemp-
tion fund for their national bank notes. Let us suppose
that the redemption of national bank notes was forced

upon the general fund at a rate much greater than the

rate at which they receive gold in the genecral business of
the treasury. They would be absclutely prohibited from
paylng gold for national bank notes at San Franeisco, be-
cause¢ they would have to use the trust fund gold,

Mr, Lowry:s The inconsistency of their position
lies In the fact that payments to the redemption fund are
mde constantly in San Francisco whereas the actual re=-
demption takes place only in Washington. If the fund is
placed in San Francisce for the purpose of redemption
why should not the redemption be mede there?

Governor Seay: The fund is not placed there in
gold, 1is 1t?

Mr. Lowry: Yes; every dollar of it in geld.
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The Chalrman: They are using the gold that you
pay in out there to augment the general fund of the
Government in gold. I suppose they are wise enough in
Washington, when the redemption takes place, to pay out
gilver or legal tender. I am satisfied, from the volume
of silver certififates that came out from Governor Rhoades'
bank recently, that they are paying out silver at the
Philadd phia sub-treasury pretty fast.

I would like to suggest in connection with this dis-
cussion another feature of the matter that is of equal, if
not more importance, and might prove to be the solution
of the difficulty about the shifting of gold.

We have a feeling in New York that g part of the
process of developing the use of federal reserve banks,
and a very important part, is an accumulation of gold
which takes place agaeinst the issue of our Federal re-
serve notes. If means can be found to disconhinue the
issuing of ten and twenty-dollar gold certifiates the
tendency would be to drive out.of bank reserves other
bills of small denomlnations and drive into the bank

‘reserves all the gold certificates which would thereafter

be of fifty dollar denominations or over, and which will

not stay in circulation. They are like a check. They
some in for cellection or come in for deposit in the bank.
With the di continuance of the issue of the ten and twenty
dollar gold certificates the first tendency weuld be to
put into circulation and keep in circulation a greater

portion of the silver certificates and legal tender netes,
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and 1f that process cwuld be ecarried far enough so0 that
the great mass of the gold certificates could get into
the bank vaults, then a very considerable portion »f the
paper money in circulation would undoubtedly become federal
reserve notcs, and it is hot impossible to assume that,
after a great many years, or at le st some years, the
notes of the fedcral reserve banks would net have to be
gold certificates, so far as their security was concerned.
The process of issuing federal reserve notes against paper
discounted by the Federal Reserve banks would be what we
might describe as an ermegency issue, a sort of expand-
ing issue on top of the normal issue secured entirely by
gola.

Of course if the Federal Reserve banks should accumi~
late some hundreds of millions of gold as the result of
that process, the difficulty of shifping gold would be
a very slight matter. We cauld very much enlarge the gold
fund on deposit in come way and probably avoid any question
of expense of shifting gold around the country.

However, I de not believe we can get anywhere by dis-
cussing this matter until the whole subject gradually un-
folds itself by the process of normal, slow develop-

ment. That will be much facilitated if this com=~

mittee to be appeinted can make progress with the Treasury

Depertment in working out some of these things.

Is any action suggested or required in connection
with items (a), (b) and (e¢) under heading 147 If not
possibly we can preceed to item 17, which I imagine we can

dispose ef without a prolonged discussion.
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Mr. McKay: There is one qucstion with regard to
intra-state commections thst I de not see how to overcome.
1 do not know whether it eould be introduced now, but it
came up with us the other day. We have postponed a deci-
sion in the matter because it brought up an entirely new
situation,

A bank in Siuox City, which is a member of the collec-
tion system, wanted to know if we wouldpermit them te
advise all of their correspondents, whether members of
the collection system or not, or whether they are members
of the federal reserve system or not, to6 send to us for
the credit of this bank in Sioux City items on banks who
are members of the collection system, They claim that
by doing that they will quickly get deposited 4in Chicago
all items on other member banks that have joined the col-

lection system in order to offset qQuickly checks that they

would have on this bank in Sioux City. We told them we

were not rcady to make a deecision in the matter at present,
but that no doubt it would come up in the future. I
thought it proper to introduce that question before the
Governors here.

The Chairman: I suggest we let Mp. McKay try it out
and let us know how it works. Lo you want action on
that suggestion?

Gevernor McKay: Ne; I just simply introduced the
subject se that you would lmow something about how it came
up with us. There 1s a question thepe as to whether it
would be justified or not.

Governor iMeDougal: I would like to have action on
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that, Mr. Chairman. That would simply result in give~
ing t0 non-member banks the facilities of our collection
system, and we take the stand that we could not agfford to
accept remittances frem that source, but we have not
answered the communication definitely. It would help us
a whole lot if we could get an expression here as to the
propriety of such a procedure.

The Chairmans How ao you feel about that, Gowvernor
Wold?

Governor Wold: It seems to me that such a broagd
authorization would make it difficult for you to decline
an individual remii.tance by a member bank to you for the
credit of the First National Bank of Siloux City, which is
a member of the collection gystem, wauld it not?

Governor MeKay: If it is a member of the collection
system, of course that question would not arise,

Gor ernor Wy ld: That would be all right. It is a
member of the collection system and a federal reserve
bank.  But pending in a remittance Per an amount by a
bank that was g member, it would be difficult for you to
refuse.

Governor Leay: It depends upon what he sent. If he
sends something acceptable, a check on the bank, that you
would receive at par, I think it 1s a matter for each Wk
to settle for itself,

Governor Meiay; It would be good banking practice,

providing the member banks ¢id not object ta it,

Gov e rnor Fancher: Our situation is not quite paral-

lel, In view of our city being at one side of our gistrioe,
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we have made this arrangement between some of the centers:
They send their items direct and advise us of the total.
Pittsburgh sends their drafts on Cincinnati banks direct
to Cincinnati, and advises us that they have scnt so many
checks, and we debit the Cineinnati account.

Governor McKay: That would be a little different.

Governor Yeay: When we begin the interdistrict clear-
ing we would have to enforée in many cases a practlice sim-
ilar to that, having items forwarded direct instead of go-
ing back ard going forward.

Governor McDougsal: If this practice is 1indulged
in it will result in our taking checks on member banks
from non-member banks, and I think it would be qucstioned
by the banks upon which they are drawn. We can handle
this, of course, ourselves, but it was an interesting
subject, and I thought perhaps it might properly be nfor-
red to here,

Governor Seay: Is it not an indirect violation of

we undertook te correct? We would be doing it in that

although it ie for the benefit of a member bank.

Governor McDougal ® I told the bank that was my in-
formation in the matter. On the other hand, there would
be the advantage of quick action, a saving of two days
time, probably, if 1t could be done,

The Chairman: Ae the plan now operates in our dis-
trict, after a very brief experience the chief difficulty

lies in the fact that member banks which are not in the

clearing plan send their items in for collection through
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banke which are members, and the amount of charge very

materially excceds the amount of offset. The plan which
you suggest would in a measure correct that; at least, it
would in a measure provide the offset. It is extending
the same privilege in the matter of depositing checks
that we are extending to other banks in the matter of the
colleetion of checks.

Governor McKay: Of course, the offset would be for
the bank for which the credit was given. It would not
Increase the amount of the charges to be mde to the others,

Governor Fancher:  Viould not that same volume, come
through your Sioux City member bank? In other words, is
not the object Of this to facilitate and make more direct
the collection of the items?

Governor MeKay: Yes; I think possibly that is se.

(InBormal discussion then occurred which the
steno rapher was directed not to report; after w:ich the
fellowing proceedings were had:)

The Chairman: Has this discussion reached the
point where you feel satisfied with the expressions of
views?

Governor MeDougal s I feel satisfied that we can han-~
dle the subject ourseclves.

The Cheirman: I should 1like to interrupt the pro-
gram by reading a statement for the press that Secretary
Curtis has prepared; and let me sugg st that 1if anybody
sees any reason to change any part of the statement as I

read it, let him say so while I am reading it inorder that
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we can change it as we go along,

(The chairmen read the statcment referred iy,
and on motion-of wMr, Fancher, duly scconded, the state-
ment was approved,)

The Chairman: May we hot take up item No. 17, "estab-

~ lishment of branches of Federal “ecerve banks", sugg sted

by Governopr Me¢Dougal, Will you refer to this matter,
Governor McDougal?

Governor McDougal:  That subject was suggested fop
the reason that it had been discussed at former confer-
ences, and my impression was that the Bosrd was inelined
to establish some branches here and there, and 1 should
like to know whethep any progress has been mode in that
direction. That was the object in sending the topic in
to you.

The Cheirman: Is 1t your feeling, Goﬁernor MeDougal,
that we should undertake at this time to develep that
Subject} with any recomncndation te be made to the federal

Rezerve Board?

Governor MeDougal: Under ay belief, Judging from

our own céndition, there is no 6ccasion fer it at thepre-
sent time, and I do not think'tﬁere 1s any occasion for
action here, Mr. Chairman. I would‘like to.know.from the
Governors whether or not any progress has been made in
that direction. Yhat do you know about the, Mr. Lowry?
Governor Lowry: There has been none in our district.
Governor McCord: New Orleans hes made a ttrenuous

effort to get the bank, but it could not get it.
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A plan was taken up with Atlanta and New Orleans, causing
a visit of New Orleans bankers te the meeting of our direc-
tors in Atlanta, and & resolution wae passed thal whenever
1t was deemed advisable for a branch of the Atlanta bank
to be destablished, that branch should be established in
the city of New Orleans. So we have settled the question
to that extent. Birmingham wanted e branch and Jackson-
ville wanted it, and Nashville wanted it and s ome body
else wanted it. That is all that has been done in our
district.

The Chairmani The most significant statement on that
subject that has been made here has been made by Governor
Lowpy with relation to their collection plan.  San fran-
¢isce undoubtedly 1s the one district that would require
branches sooner than any other. I think we would all
1ike to hear how they feel out there about it.

fovernor Lowry: Our feeling is this, that we real-
1ze that eventually we shall have to have brenches, but
we are not disposed to start branches for the purpose of
facilitating a collection plan in which we have no speclal
heart. It would be an additional source of expense, and

there is no particular occasion now for a branch to be

established for any other purpose. Rediscounts can be

handled quite readily from San ¥raneisco in the limited
volume in which we are called upon to make them, and the
idea of building up an expensive branch for the mere purpese
of assuming a function of that kind does not appeal to us

at all, There 18 no pressure, so far as we can discover,
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in the district for the sstablishment of those branches.

(At this point an informal discussipn arose which
the stenogregp her was directed not to report; after which
the following occurred:)

Governor Seay: I meve that it s the sensc of this
conference that it 1s inexpedient to undertake st this
time to establish branch banks.

Governor Fancher: I second the motion.

(There being no further discussion, the question
was put and carried.)

The Chairman: Mr. Cuyrtis has just received a com-
munication from the Secretary of the federal Seserve
Board which I should like to have him read.

(Mr. Cuttis then read te the conference a let-
ter received from the Secretary of the Federal Reserve Board
requesting an account of the meeting of the Board of Gover-
nxr s in Chicago, to be printed in the Federal Keserve
bulletin. Governor Fancher moved that the Secretary
be requested to furnish the Secretary of the Federal he-
serve Board with an outline of the work accomplished.

The motion was duly seconded by Governor Rhosdes, and, there

being no further discussion, it was put and carried.)

Governor Lowry: May I interpese a word on behalf

of my associates in San Francisco? We were very much

disappointed that the Governors decided not to come to San
Francisco at this time, and I want to e xtend an invitation
to meet there at the next meeting; and in that connection

I understand that objection was raised that some attack might
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result if a trip were ma e across the ®untiry resembling

a junketing trip and it might be made the subject of poli~

tical comment. If the next meeting should be held in Sep-
tember, either just before or just following the Hmerican
Bankers' Convention in Seattle, it seems to me that the
stinger would be removed from that objection, and we should
be mos t happy to have you come out there as our guesats

at the conference,

The Chairman: Governor Aiken, how do you feel about
that? You live the longest distance away.

Governor Alken: I should 1like very much to go,
but I think there would be some objection to it, 1 would
not let that interfere with the action of the commi ttee,

Governor McCord: In view of tha fact that my direce-
t ors have granted me a leave of absence with ccmpensation
to take the Seattle trip, shat will suit me very nicely
indeed.

The Chairman: I shauld like very much to sece a
meeting held out there, I know there 1s a sentiment in
one or two of the banks, and it would develUp a little bit
in our bank, and it might be misunderstood.

Governor Aiken: I am sorry you ¢clled on me for an
expression of view in regard to that, because I think the
attitude of the people in New England is pecullar. They
are peculiarly conservative about it, and I would rather
not have our feeling make any difference at all. I think
it might be brought around » it could be done. You must
recognize that in New England a trip from Boston to San~

Francisco seems a great deal longer than a trip from San-
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Francisco to Boston. It is an event of a lifetime for a

New Lnglander to cross the conténent, while it is a semi-

annual or quarterly event for a San Franciscan to go to
New Englend.

The Chairman: Might not that matter be taken up
lumedlately after the adjournment of this meeting, when
we return home, s that the matter can be broached to the
directors of the Reserve Banks?% When we have considered
the subject we might possibly persuade the Federal Reserve
Yoard to give us an informal suggestion that would indicate
that they would be glad to have these meetings held in this
way s0 that we might be able to visit the other banks.

Governor Lowry: Nothing would be so delightful in
my district as to have that suggestion come from the
Federal Reserve Board.

Governor Fancher: That wouyld be very effective in
eur distriect.

The Chairman: What is your pleasure as te the
very kind invitation that Governor Lowry has exeended te
us to have the next meeting at San francisco?

Governor Rhoades: I think the suggestion of the
Chairman is the best way to deal with it. We all appre-
ciate it, of murse. |

Governor MeCord:! I move that we adopt the course
suggested by the Chairman.

Governor Rhoades: I second it.

Governor Seay: Coupled with a sense of appreciation

of the invitation.
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(Therc being no further discussion, the question
was put and carried.)

The Chairman: If we have a meeting in San franeiseco
at aboﬁt the 6th of Sépteﬁbér it might be desirable to
hold 1t before the convention rather than afterwards.,

The reason for Suggesting that is that if We can spend

two or three days on our program and get it all cleaned up,
then we might be able to get to the Convention while the
convention was in session and not have to go out in ag-

vance and attend the convention and then break up engage -

" mentg mhich might be made for the purpose of attending oup

own meeting.

already
Governor Wold, v have an engagement fop “ep -

tember 2nd and 3rd in Montana, and if we had a meeting on

the way it might interfere with my being present, at least.

The Chairman: | We have only two general subjects
left on the program, and I suggst that we take up No. 18,
"Natienal Bank regerves."

Govefnor Mcﬁouéal?

Governdr MdDougal: That was placed on the Program,
Mr. Chairman, for an cxpression of epinion as to whether
f‘eder 1 Resefvé "Roteg ceuld properly be counted as reserve,
or whether it woyld take an act of Congress. I de not
know that they can be counted at all.

Th; Chairman: | It would take an act of Congress;
I think that is pretty clear, Governor McDougal.  The
National Bank Act specifies what character of money is

now permitted to be counted by a national bank as lawful
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money reserve.

Governor McDougal: I do not belleve it does cspecify
thaﬁ': It specifies the legal tender; but the United
“tates notcs, for instance---

The Chairman: I think you will find that the Act has
been interpreted to specify certain money as being reserve
money. Mr. Curtis, correct me if I am in error on that.

The Secretary: I think it says lawful money. I de
not think it has been defined by statute.

Gove rnor McDougal'® There are inquiries here and
there as to whether or not they can be counted as reserve,
and of course they can in state banks. Thaet I believe
you are all agreed upon.

The Chairman: They cannot in New York State, because
it is prohibited.

Governor Van Zandt: I had our counsel look into
that question of lawful money. He said there is nothing

in the statute that prescribes or at least delines lawful

money, that the only rcal suthority that he ©uld find was

a decision of the Suﬁreme Court of the United States in

the case of Bkonson agaiﬁst Rhoédes, in which it saye that
lawful money of the United States includes only gold =and
gilver coin or that which by law is made its equivalent,

s0 a8 to be exchangeable at par and on demand, and does net
include a currency note which, though nominally exchangeablc
for coin at its face value, 1s not redeemable on cemand.

G evernor Seay: In gold.

The Chairman: Governor McDougal, you may be iatel-
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ested to know of the discussion that took place in New
York last August when the fear arose as te whether the Al -
¢rich-Vreeland Act would produce currency fast enough to
satisfy the country, snd whether the country would be
able toAfurnish a suff101on£ arount of go0ld to be able to
take- care of moturing debts that had absolutely to be paid.
Yne of the most influential bank officers in New York
very seriously advanced the suggestion that the N;tlonal

- Bank notes should be p(rmltted by = 'pecial act of Con=-
gress to be counted s reserves for national banks.  That
al once raised a storm of dissension f}om banks in New York
wWho very properly, I think, took thc position that if a

national bank could take its securities out of one box

where they did not count as reserves, and put them in

another box and:get nbtes for them and then put the notes
"in a box snd count them as reserves, there was no limit
to the inflation thqt xould result from it.

The next Step in the direction of using the bank note
or the equivalent of a bonk note as bank reserve probably
would be to make a bank note which in fact was seoured
by gold, 1like the bank of mngland notes, and some of the
banks in New Yerk in response io this suggsstion saiqd, "It
is 'all well enough to h5ve national bank notes serve as
reserve for national banks, provided they are corered by
£01d or a sufficient proporﬁion of gold to igsure their
converslion into gold;" and the next stepﬁin the argument
naturally is now to (Onfidcr whether the operat‘on of the

reserve banks will not have the effect of converiting ecer.
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reserve notes into substantially a gold certifiecate of such
quality that it will be perfectly satisfactory to have it
SQPVO.aS reserve. If we admit tha we are g0ing to be

in 2 position to do that, then the sole remaining gquestion
is whether the country would stand for it.

What is the opinion in Chicago?

Governor McDougaol: It has hot been discussed, so far
a8 our local banks are concerned. It has been up before
at the Governors' conferences, and ! think I have heard
sugge stions that it vwould be erfectly proper to consider
it as reserve,

(At this polnt an informal discussion arose
whiéh the stenographer was directed not to report; after
which the following ocecurred. )

The Cheirman: Governor Mchugal, do you feel that
opinion has erystalized sufficiently on the subject‘of the
quality of fédcral reserve notes to justify this meeting

in passing a resolution recommending to the federal Ke-

serve Boord that they take steps to bring about a dis-

6ontinuance of the issue of small denomination gold certi-
ficates?

Governor MeDougal: I cannot say that I do feel that,
“overnor Strong. | .

The Chairman: Is there.any difference ofopinion as
to the wisdom of that course?

Governor Seay: Not in my mind.

Governor Wold: It seem t6 be a very advisable way
of getting the small gold certificate out of the pockets of

the people where they serve no particular purpose, no ouvher
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purpese than a fecderal ré;éé;g note would serve; ani if
thev coulid be put in the federal reserva banks it would
sérve as a basis for credit that we might needir the futury
and it seems to me that it is qQulte advisable fcr as to
suggest to the Board that that should be brought about.
1t would injure no one amd would not interfere with the
banks securing $50 gertificates, but would simply substityte
our notes fop the notes heretefore carried in the pockets
of the people as a medium of exchange .

Governor Seay: I think »e are on regord, Mr.
Uhairman, te the effeet that in our opinion an emendmeat
should be.made‘to theA;t against the issue of federal ce-
Serve notes directly against gold, are we not?

The Qhairmnﬂ: I do not think we are. I do not think
%e have cver passed sgeh a resolution. We have discussed

it a groat many times. We have discussed it jointly with

the Federal Advisory Coﬁncil.

Governor Seay: I{twas my impressien that we hag put
purselves on recomd in that rarticul ar.
The Chairman: Ig aﬁy action desif;d under this
heading?

Governor McDoﬁgalg No-

The Chairman. Governop MeDougel, are you satisfied
t0 pass yhis vwithout any reGOm@endation?

Governor MeDougals I am entirely satisfied, Mr.
Chairman. . : |

The Chairman: Item 18-(b), “Rﬁling~or Comptroiler
withholding privilege of deducting national bank notes
in reserve caleulation", offered by Mr. Fanchepr .
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Governor Fancher: That is a matter which I brought
up at a previous mecting of the Gowrnors and I think that
you all clearly fecall thst the matter wrs presented to the
Board and a rather curt reply was received from the Comp-
troller in the matter. He clearly was within the law in
1ssuing such a ruling.

We are finding in our district from the shaller banks
considerable complaint because they are not peruitted to
offset national bank notes in the reserve calculation, as
has been the custem for many, many years, and L thought I
would bring the matter up again to the Governors to sece
whether they would deem it advisable again to bring the
question before the Federal iieserve Board. That is the
object I had in ming.

(At this point an informal discussion took place
‘hich the stenographer was directed not to report; after
which the following occurred:)

The Chairmani The action taken at the meeting held
last January wag ss follows:

"Topic No. 7 concerning the Comptroller's recent
ruling mma with respect to national bank notcs was vien

taken up for discussion. On motion duly made and seconded

it was voted that it was the sense of the meeting that the

national bank notes of any national bank mhikoh bears the
same relation to a national bank as & credit and should be
allowed as an offset in counting the reserves of such
banks,"

Governor Seay: I move that the action of this con-
ference be submitted to the ¥ederal feserve Board in writing,

and that they be requested in behalf of the hember banks t




consid r the matter with the Comptroller.
Governor Aiken: I second the motion.
(Therc was no fu rther discussi on, and the ques-
tion was put and carried.)

The Chairman: Item 18~(c¢c), suzgested by Governor

Fancher, "Member banks having more than full reserves in

federal reserve bank, and in reserve agent banks should
be permitted to show the excess as bank reserve,"

Governor Fancher: That 1s asnother cause of com-
plaint on the part of some of our smaller member banks,
1hey claim that thelr excess reserve in reserve agent
banks does not aifect them, because, not having a bank
balance, it haog no offset.

The Chairman: They are not permitted to deduct it
from individual deposits?

Governor Fancher: No; and it is confusing in calcu-
latling reserve. It is necessary to make the full cal-
culation to find out what the deduction is, and then go
over the figures.

Governor Seay: I should think the Comptroller would
be very much inclined to 2llow that, & nc¢e he himself
figures the total reserves of the country upon that basis.

The Chairman: May I ask if this involves a change in
a former practice, Governor Fancher, or is a complaint re-
sulting frem a recent ruling?

Governor Fancher: It is a complaint as a result of
the recent ruling omn figuruing recerves. As I undep~
gtand the matter, all the reserve a small member bank car-

ries is simply the required a mount at the present time
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with their federal reserve agent pank! and in their
vaults, and up to)the percentage of the resérve aéent.

The Chairman: It does not mean a deduction from
their gross ceposits?

Governor Fancher: No.

The Chairman: In this case the allowance of that
deduction is simply permitted to offset bank deposits
carried with that bank?

Governor Fancher: That 1s it.

Governor Wold: Is it not & fact, Mr., Chzirman,

the reserve requirements are rather small at this

under this new law, and we ought not again to re-
duce them materially by a method of computation of reserves?
I do not believe in the past---~ I think Bovernor MecDougal
would be familiar with that--- that country banks have benn
allowed to deduct excess against individual deposits.

The Chairman: How would this strike you, Governor
Fancher? Suppose the Comptroller could be pursuaded to
permit the d¢duction of national bank notes from gross de-
posits, also to deduct federal reserve notes as anoffset
to the d posit llabillty, also to deduct due~from banks
in excess of reserve requirements as an offset, and then
to require by ruling that national banks only eount as
deposlt recerves the actusl reserves in the hands of
thelir reserve agents, and not the amount of checks on the
way to the reserve agents in the mail.

Do you not believe tuat if that were brought about at

a time when the reserves of the bank are so excessive.

e
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as they are now it would cure the collection system of
one real difficulty? It would be a bold strdke, and
would do the thing at once. How do you feel about that
Mp. Lowry?

Governor Lowry: I am inclined to agree with Gover-
nor Wold that we ought not to be taking steps to make the
banks have smaller reserves than they actually do have.
The mere matter of bookkeeping does not make any change in
their actual situation. If they have excess balance some-
where and national bank notes somewhere, it is something
they can use, The mere fact that they did not get credit
for it i1s a minor consideration,and in f¥iew of the fact
that in cities like SanFrancisco they have been permitted
to go down to 15 per cent, which, in my personal gudgment,
is too low, is sufficient reason to me why we should not
encourage any further actual reductions.

The Chairmen: Mr. Lowry, the country banks have

$335,000,000 of excess reserve.

Governor Lowry: Legal, you mean?

The Chairman: In excess of their legal reserves.
Let us suppose that at a time when the banks are not able
to use their ooney the reserve requirement giould be
reduced ss I have outlined, and then again increased by
eliminating checks on the way to the reserve agents as
reserves-=« they now count as recerves--- would not that
increase the reserve requirements and give all the banks
a8 real reserve balance instead of a hypotheticel reserve

bnlance assumed to be there because they think these checks
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on the way to the agent will be collected?

Governor Wold: Let me call your attentiqn to the
fact that two years from now the float will be eliminated,
and then we will have this method of computation of reserves
which would reduce them below what the recerve is now, and
it 'is low enough. It is not any harcdship for a mank to
carry that reserve under the method of computation in
vogue at the present time. He can loen his national bank
notes and hisexcess——~

The Chairman: He can now, because it would not be
there if he could loan it,

Governor Wold: 1t is only a question of counting

Governor Seay: Viould it not have s tendency to
force them to borrow money from the Yedepralieserve banks?

The Chairman: Let us state this proposition a 1lit-
tle differently. Suppose we assume that at the end of
twoyears these checks on the way to the Ffederal hecepve
agents will no longer count as reserves, and that the re-
S€rve requirements in effect are now to be incrensed; we
may have tight money and difficulty in bringing that
atout. Advantage should be taken at the present time of

the abundance of money in order to eliminate this float

from bank reserves at one siroke of the pen and by that

drastic action give the banks this little relief of per-
mitting excess reserve balance and notes of other national
banks as an offset to the amount of deposits on which they
calculate their reserves.

Governor Wold: Inasmueh as it is more daﬁgerpus
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for a country in a perioc¢ of easy money than in a period

of tight money, I think it is the wrong time to let the

bars down on reserves,

The Chairmans o do I.

Gov crnor Fancher: Are you not strengthening them
for the time when it is easy for them to do it?

Governor Seay: You are strengthening them by means
of one of the su_pestions which Gow ernor Strong is offer-
ing.

The Chairman: How much do you supposée that will
increase the reserve requirements?

Governor Van Zandt: It would be a materialincraase,

Governor Seay: (200,000,000,

The Chairman: I am told that the investigation of
the New York Clearing House, conducted in 1911 and 1912,
indicated that all checks sent out from there--- just
using this as a very rough test--- took an average of
3.2 days for return. Cut that in half. That would
mean 116 days and apply it to the whole country. Say,
in roun& figures, two days is the average time for 2 mamh
chcek to pass from o bank in which it is deposited to the
bank where 1t begins to count as reserve. Someone, I do
not know who, has made the estimate that there is every
day 200,000,000 of thoce checks sent out. That would
mean that the reserve requirements of the countiry as a
whole would be increcased about (400,000,000, and atserb ,

at any rate, all the rest of the resetves of all the
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country banks.

Governor Seay: That would be about fiwve per cent,
then; between five and six per cent?

(At this point an informal discussion took
place which the stenographer was adirected not to report;
after which the © llowing prodeedings were had:)

The Cheairman: Do you desire any action taken on
this subject of excess reserves, Governor Fancher?

Governor Fancher: 1 brought the topic up more with
a view of getting the sense of the Governors here and
seeing whether it was their jydgment that 1t was advis-
able to make a recommendation to the €omptroller for a new
method of computing reserves, whether it would ahount to
anything?

Governor Seay: I believe it involves too0 many col -~
laterial considerations to Jjustify our taking a decided
position on the matter.

(At this point further informal &iscussion took
place which the stenographer was directed not to report;
after vhich the following proceedings were had:)

Governor McDougal: The methodof calculating reserve

rests entirely with the Comptroller.

The Chalrman: Not entirely, Governor MecDougal. I

believe he has the power to say whether those checks
shall be counted as reserves oOr not.

Governor lMcDougal: I remember very well having writ-
ten him once to ascertain, if I could, why, if the banks

thad had deposits from banks were permitted to deduct the
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excess they had due from banks, a bank which had no de-
posits from banks could not make & similar deduction from
its individual account. It resulted in several lettors
passing back and forth, and the substance of the final
onc which fired 1it, was that there was no reason given.
We have been doing this for years, and "Therefore you
will tcll your bank that unless they have bank deposits
to deduct from, the deduction will not be counted."”

There was no reason given, but i;ﬂZaid it was apractive
in use for a good many years,and as the result of a ruling
that had taken place.

The Chairman: That offers a lot of encouragement
as to item (¢) on our pregram. In other words, he has
already taken action on the matter.

T would like to ask the mecting to pass & resolu-
tion, which it has been customary to pass, authorizing the

Secretary to reframe the resolutions which have been die-~

tated rather hurriedly so as to correct inaccuracies of

expression or English and put them in a little better

form.
Gove rnor Rhoades: 1 so move, Wr. Chairman.
Governor McDougal: I second the motlon.
(There was no discussion snd the motion was put
and carried.)
The Chairman: This meeting has nccomplished mare than
any other meeting we have ever had--- 76 items on the

program ond much discussion that was not on the program,

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




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

and we are now down to the last item.
We will take up item 15, inter-district collections
and clearing. This wos sugpested by Governor feay.
Governor Seays: Mr. Chairman, many subjects relating
to this heading have already been discussed here, end it
was not wmy purpose to have any prolongecd discussion or
reach any d finite position upon that point. It takes
& a very long time indeed to consider the subject of in-
tra-district collections and to arrive at some definite

plan. It is going to take us equally long, I believe, to

arrive atAa definite plan, and I think this is eome~

thing whieh might well be taken in hand by the execcutive
commlttee at a very early stage, and I would propose that
the subject of inter-district collections be referred to
the executive committee for action at such time as itdeems
prdper, It is confronting us, The subject of intra-cis-
trict collections brings us into most intimate touch

with the inter-district collectiens, and we are all deoing
some interdistrict collections now.

Governor Wold: We ha ve s letter from the Kansas City
Bank, as follows:

“June 4, 1915,

"Since the plan of settling balances has been put
into operation we assume that you are broadening your col-
lecting functions to some degree, and we will appreciate it
1f you will advise us by return mail as to what items you

ere prepared to take from us for credit."
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The Chairman: Is it proper to make comment on

that letter, Governor Wold?

Governor Wold: It is in the record.

The Cheirman: I was going to say that Kansas City
has displayed that degree of promptness for which they
have been noted, by asking in advance. You do not mind
my saying that, do you, Governor Sawyer: That strikes
me as exactly the way to get at it. They write and say,
"What c¢an you handle?" We will gradually get down to
that bagis of hendling this matter, and the time will come
when we may want to take items from New York City banks
in Chicago in order to offset these tons of silver certi-
ficatcs.

Governor Aiken: ke are going to develop quite an
smount of it,. Almost all the districts are going to
handle items on member banks, and it 1s going to run into
a very large amount of money. Vie are going to have some
real esperience, and ! should be desirous of having ample
time to sce héw that works out before we extend it con-
siderably.

The Chairman: Governor Seay has offered a resolution
to refer item 15, interdistrict collectlons and clearings,
to the Executive Committee.

Governor Van Zandt: I second the motlon.

(There being no discussion the motion was put
and carried.)

(Whereupon, at 12:30 o'clock p. m., the Conference
ad journcd subject to the call of the Chairman.)

- -
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