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FEDERAL RESERVE BOARD

Washington

July 10, 1918.

Dear Sir:

: The Board has given careful consideration to the var-
: 10us topics which were discussed at the recent conference
; with the governors of Federal Reserve Banks, and has direct-
ég ed that this letter be sent to inform the governors of the
tonclusions reached.
1. Curtailment of ‘redits.

The Board has decided to send a letter to all national
banks, state banks and trust companies, inviting their co-
Operation in a campaign for a judicious curtailment of non-
©ssential credits, and to address a letter to all Federal
Reserve banks asking them to take such steps as may be ne-
Cessary to arouse the interest of bankers and business men
in this movement.

tt, Discount Rates of Federal Reserve Banks.

At the conference the view was generally expressed by the

1 8overnors that they could control any excessive rediscounts
¥ by any member bank, by informing the applying bank that it
4 hﬁd reached its limit; by requiring additional collaterdl; or,
3 With respect to fifteen-day borrowings, by availing themselves

Of the authority given them by the Board to raise the interest
rate in case of renewals. These devices have been used in the
past, and the Board has reached the conclusion thet for the time
being, it would be better to adopt this policy rather than to in-
.; 8ist upon chﬁngea in discount rates. The adoption of this poli-
3 €y will give the Federal Reserve banks an oppotunity to demon-
Strate that credit may be resticted withoul resorting to higher
discount rates as a means of compulsions. In two Federal Hes-
erve districts the fifteen-day rate for member banks' notes se-
cured by Government obligations is now 41/4%, and should other
Federal Reserve banks find it necessary for their own protect-
10n to recommend that their rates for such paper be advanced to
41/4%, the Board will be inclined to ap:rove. This question
0? discount rates will be sgain considered by the Btard in the
light of additional experience whenever conditions warrant it.




111. Interest Rates Paid by Member Banks on Bank
Balances and Deposits.

The governors are requasted to give especial attention, and
to take vigorous steps to get results, beginning with the
important reserve cities in the respective districts,

1V. Indirect Discounts for Non-kMember Banks.

The Board has decided not to issue any regulations at
this time defining limitations to the accomodations which
may be granted indirectly to non-member banks through members,
but suggests that the officers of the Federal Reserve Banks
exercise proper discretion in preventing abuse of rediscount

privileges.

V. Branches and Agencies.

The Board believes that by-laws for branches should be as
nNearly uniform as possible, making due allowance for local
conditions in certain districts. It appears to be advisa-
ble also, as a rule, that the manager of a branch bank should
be one of the three directors appointed by the Federal Reserve
Bank. The Board would like to test the plan for establishing
clearing agencies, based upom the active cooperation of local
clearing houses. It appegrs that an agency of this kind would
give the banks in the cities which are local financial centers,
but which have no Federal Reserve Bank or branch, most of the
benefits which accrue to banks located in a Federal Reserve
City. It will not be the poliey of the Bosrd, howeverf to
establish any branch o¥ agency in any city which is not clase-
ified as a reserve city.

Vi. Exchange Rates.

In view of the unanimous opinion expressed at the confer-
énce, and hg&ng in mind the large number of banke which have not
yet applied for membership in the Federal Reserve system, the
Board has decided that it is not expedient at present to fix
the charges which may be made by member banks on checks deposi t-
ed with them which are &leared through the Federal Reserve Eanks.
The Board is willing to defer action on this matter until such
time as the par lists include a much larger number of state banke

and trust companies.

Vil., The Board does not contemplate making any changes in the
time allowance for the collection of interdistrict items, but

has determined that the Federsl Reserve exchange drafte drawn

by & member benk upon dts Federal Reserve bank when promptly
advised at the time the drefts are drewn, should be treated as
payable upon presentation at any Federal Reserve Bank, and ¢ leard

through the Gold Settlemnt Fund.

Vill. The Eoard haes addressed a letter to all Federal Reserve
banks stating that bankers? acceptances should be paid in ac-
tually collected funds on day of maturity, and that ik cases
where accepting banks pay by cashier's check or by check on some
member bank of their locality, one day's additional discount
should be figured when the acceptance is bought.
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1X, The Board urgee all Federal fegerve banks to combine with their
efforts for the sale of Treasury certificates on indebtedness, libhe .
éxertion of every energy for adding to their state bank membership

and for the further concentration of gold in the Federsl Reserve banke.

X. The Board desires all Federsl Reserve banks to participate in the
Penefit and liability of accounts opened with any particular Federsal
Reserve Eanks, by foreign governments, or foreign government agencies,
which are predicated upon the obligation given by the Treasury or the
Federal fegerve Eoard, or both, W pay the depoeits in gold within a
Certain time after the conclusion of a treaty of peace. A letter
treatlng this question more in detail will be addressed in due course
0 all Federsl Reserve banks, and will set forth the method of dis-
tributing thege foreign accounts on the proportions applied in the case
of the agreement with the Bank of England.

X1.  The Board adheres to its view that a distribution of a bonus should
&8 far as practicable, be undertaken only at the end of the year, and
that any adjustment that may become necessary during the year should be
Wade on the basis of an increase in salary. In the opinion of the
Board, it is not expedient to have the bonus constitute %o large a part
of the salaries paid employes of Federal Reserve Banks.

A With respect to topics not on the program, which were dihiscussed
With the governors, the Board holds:

{11, That domestic acceptances drawn against a pledge of warehouse
Téceipts or similar instruments, should be regarded as eligible by Federal
Reserve banke only in cases where the acceptor remains secured; that is to
8&y, in such cases the collateral should not be released by the acceptor
alter ghe acceptance has been made. It is not practicable in every case
for these documents to remain attached to the acceptance, bt if not attach-
®d they should remain in the hands of the acceptor, or subject to hiso rder
and control, until the acceptance has been paid or other approved col-
lateral has been substituted. In some cases documents have been des “d
POSited in trust with the Federsl Reserve Bank, and this appears to the
BQard to be an excellent precaution in dealing with weaker acceptors. b In
al; Cases the acceptanee should contain a reference to the collateral by
¥hich it is secured, sufficiently clear as to identify and locate it.

X111, Trade Acceptances;

Whenever desirable trade acceptances are offered with the endorse-

hent of a member bank, they should be purchased by Federal Reserve banks
n the same mapner as if offered direetiy by the endorseing bank. When
& trade acceptance ie offered with the endorsement of a member bank lo-
®4ted outeide of the district in which the accetance is offered, it is sug-
8e8ted that before purchesing, the Federal Reserve Bank should communicate
With the Federal Reserve Bank of which the endorseing bank is a member.

© Board deems it important that Federal Reserve Banks should advise ach
Other ag to local conditions and credite affecting trade acceptances and
ankerg! acceptances.

Very truly yours,
Governor.
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The conference convened at 11 &, m, in the Federal leserve Board rwom,

..“" Calking and Tresen,

Governor Narding stated that o 1ist of twelve toples for discussion had

®Vermors of the banke,

Governor Harding them, after welcoming the govemors, tooj.up the toples
b
Tlerly reported as followss

g mduly large loans to bames becsuse overextemsion of loans to them might intére

N‘ %0 aseing membor danks in properly di fferentiatéhg betwoen eseentisl and less
"M in) greqs s,
&, 30 (e
(a) Governor Harding said the Board had received & request o advense
“"“‘“ rates from one Federsl Reserve Distriot (kKmnsas Uity ) The situstion
“‘N Was explained briefly that one bank had overextended but the Board bad not
“Provey Of the valsing of rates, which might affect rates in other districts as

W
u, In grigp to correct this evil, He thought each bank mwat contrel the situne

Present, Governors Herding Delano end Varburg of the Board, and Governors
leCord,
llnn. Posamore, Seay, mmcr‘;“‘fvx;u. NeDougel sad Miller, Deputy Governors Hoopes,

Seen Propured and he would be glnd to discuss others +hich might de presented by the

o QUERALIMENT OF QHEDIZ ~ The operations of the Treasury are now paremounts
0 :
m‘“"l‘ of oredit is essentisl, which will necessitate more extended redissounting

"ty Podern) reserve banks, Individual reserve banks should be omml about extend-

£
"' ¥ith needs of other berks, heserve bamks should not diseriminste mwmxy

895158 ons or tuo large barks to the detriment of others, Importeant for reserve




Hom 1n 144 own district,
(¥) It had been proposed to make a differential sbove offiolal 4 iscount

Tate o Somply with offerings of member banks in exeess of thelir required reserve
IS0 o7 multiples tharecs and the Sesiredte nee $he opinion of the governors om
is potar, This meant thet there should be, first » normal rate to banks with
‘m‘"’ borrowing and & higher rate to those who wanted to borrow more than the
Uhation justiriea,

Ho submitted to the governors a memorsndum propared by Governor A, O, Mile
b 1"'N"lng an advance in rates to strengthen the situstion, also a letter fyom
h""" Hamlin opposing the sdvance, For consideration, He asked the Vv~
*Faors o consider what the effect of sn advance in rates would hnve on the sale of
%M foates of indebtedness as the Bosrd did not wish to do snything to impede or
h“"’*"‘ with & wide distribution to the certificates of indebtedness, '

We th n discussed the policy of mamber banks purchasing certificates of
h‘“”mlﬂ and borywwing ageinst smme in order to make loans to thelr correspond-
*B% barkes, e member bank making the profit thereby,

% U ;
» tavitea disoussion of some method for standsrdizing rates and preventing umdue
Te explained the situstion in the New Yoxk

R0 t1om between banks or deposits,
ch‘"‘! House banks in February, Said that matter had been adjusted but there
s Some Somplaint mow that small cities had not Joimed in this movement snd were

Thought there was an adventage in
The

Weting for business and using i gher rates,
h“" the mte of interest have relstion to the reserve Lemk dissount rate,

Yoary fools that there showld be in some of the districts a redustion in the rate
o 'ntorest pald on bank belmces, Thought there was need for leadership in these

.‘""' .’é thot the Federal reserve bamks assist ¢dnd in important situations the

h‘ml Resarve Board might be ealled upon to helpy a8 in New York.

¢




4. « Would lixe the guvernors $o

%nst dep the efreot of such accommodst lons throush member banks on Feleral reserve
Sks and their menbership, should limitations be imposed upon accommodations to none
Bor bomks, The question was roised as to whother there were too meny H000mUIO«

dotong being extended. Is the privilege being abused?

S BRAJCHES ALD AGENCIES = There is & growing demsnd for branches from

oerve oitles ond other large centers, . The Bosrd vecognises thet 1t is desirable
to 90%ablih same in sume cities, but not in others,  This should not be overdone,
The ®Vernors should disouss whether there could be uniformity in sdministrotion of
h"‘hﬂ. Atlaonte had raised the gwstion of whether agenclies whioh eould provide
e Wrremey needs could not be established in plage of branch banks in some oases,
. S8en0y oan be maintained at small expense vs, branch bank, Banks in cities
ot baving branch banks feel that they are dissrimineted agninst and are at & dis-
.""hef,ﬂn sosuring business as comporved with imh tank oltien, Chattanvoge,
i n8tmeo, has folt thet they have mot folt the advantages of the Sederal Reserve
tem socured 1y bremuh bamk of ties,

6 LRICHANGE RATES - The governors were asked whether it was expedient at
thig tine o regulate charges which could be made hy member banks on cheoks deposit-

ity them, oleared throuzh the Federsl yecerve lemks, All banks feel there should

bl Bttampt to regulate charges now and thet the exohange proposition would worlk
1“.1" out satiefeotorily, ‘
Y Jum vy e
(8) Time allowances sre based at present upon time im trensit to esoh
"Werve taak, plus sdditions] time for aetusl cvllection of intredistriot items,
',""fora of sotual solleotions being made by wire, In order to protect the Fed-
- Peserve louxs thely sugcessful "float" exdhange on other distrists is purohesed

by
"‘"‘1 Yeserve bepis from manber banks at & discowmt, Kensas Gity reserve bemk

¥




A%%0pted eheas on wew York from loonl banks in settlemont with reserve banks gom-
Polling Federal reserve barks to corry the "nont."‘ Later, the practice of re-
9iving the e chedks at the discount wte was permitted, The Governors ware asked
%0 Usouss winther 1t would be ndvissble to extend time sshedules, permisting checks
% be drawn instead of wire transfers, thus dietributing the "float" to member benks

‘ %4 their Sustomers meking "fleat" less for member banks,

8, 4 o what extent are those being

Uedy Do bunks promptly advise Federal reserve tanks of their drawings, Should
P“"‘l renerve oxchange drafts when properly sdvised be mede imstontly st sny Fed- i
- Poserve lank snd clesred through the Gold Settlement ‘M Governor Delano |
Menriced that theve were not emoush of vtbese exchange drafts being drawn st present |

» :
% waq o gun" end 1t would be neconsary to mske them paysble &t par at sny Federsl 5,“
Fosorve beni,

% 2 - Ave they being pald in astually collected funds

' ap matarity? If not, is pomalty of one m’: additional Interest imposed where

Boks are received payoble the noxt day thaough the locsl olearing house?
(Note, . O this point sn expression was asked and 1t was sscertained thet in most

[T

e LR aryenged to collect elther s pemalty of one day's imterest when the bil}
is

Prahased OF to have them paid in ossh funds on day of meturity,

10 ZL8CAL AGHICY OPEEATIONS = The Governor stated that a dlsoussion of
Plans gor 8ale of current issues of Treasury oertificstes of indebtedness, redepcsits
‘Nu“‘m of funds wwuld be had by Assistant Seoretary Leffingwell later,

11, Negotiations with foreign sovomments, inwlving shipments of gold

TR o v

ary ;
9 the Sonclusion of the war, were belng esrried om, the Covernor #tated, from i
" ,
™ b0 timg and he desired to know vhether the governors would favor a plan for o
&
Yislon of this 11abiiity among all Federal reserve barke in an e-ultable pnpﬂﬂﬂl‘}

thy
m"’“‘nﬂns being that the plan seuld be sarried out and the matter handled

o
éb‘“ WO Vedoral vesorvs besk,




B w

¥otore on s polnt the governors seemed unamimous in belleving that the mattor mmot

" handl og “lon; the line proposed by Governor Strong in his letter to Governor Hords

lng, whisk lotter Governor Harding precented to the governors, mmd they voted to ask

the Federsl Reserve Board 8o work out & plam for essh bank onrrying its scuitable

v

Moporetion, Governor Hariing explined that if the present war should continue two

[§

9 three yours, n New York bark might heve comsitment of (4,000,000, oF (eu.ooo.ooe.
(_——-/‘

% w1 to #hip after the war and this would meke & very henvy burden tar one bank anjd

» *heuld ve shared proportionately, = Thut planc were being developed for an inerea:ie

™ forotgn trace shipmonts to counterbalanse snd offset adverse trsde balonces, !

thug Savin: shipments of gold, There was o guestion whothar the gold deposits of
""‘cn Gewormmont sueh se ﬁ;rgvmtixw. should e dietributed and chow on the state~
™at ot eaoh Pednral resorve buuk it Jiability comected the vewith.)

12, On the adjustmmt of emplogyos' salaries, Covernor Harding asked the

®vemors to connider the salary question sud the bomus quostion mnd mako recommendse
Hons,

Governor Hariing left the mesting st this point snd asked Wice Governor

Vs
m’g to Pﬂ‘idt. : 'ii

Ny, Varbuwg asked, in someetion with brench benks, whether the mannger of
- Pranch bank should be & direotor of the bank, Please dliscuss,
| Regarding gold shipments, anrmr Yarburg stated that it was io the honds
*F W Federa) Reserve Bosrd whether gold should or should not bé epported, The Board
""8“ 1% advisnble het gold reserves of forelgn Governments deposited in thie ”
Weatry Should be in Pedersl reserve banks instesd of memberisnks, This was & most

POFten ¢ methor affesting nll banks even if 1t was adviseble to hawe the matter
l.' by ‘ne reserve bank only,
Some forelgn Govermment desire to provide gld reserve in Shis countyy

v i
"‘ S8me an a baais for the insue of currengy in thelr own cowntyy. After the war,




WOI0N V111 wuteel the siteation 1f ve 6o held the SSUA N6 14 wees Lugertend
"% %0 pemats foretgn Govemments to nooummlate @old Neve on the bests of its being
*hippea % the foreign Government within s eertain poriod of the wayp, ™he Tar

Trade Board was vorking on thie problem and 16 was hoped that more oy less of the U,

8 Seourities might be held in forelgn countries, thms helping the exshange situstion,

Regarding the disgount yates, Governuy Harding stated thet the situstion was |

""’ Somplicnted ome ne 1t was linked so closely with the curtailment of oredit smd
the Governmant finmeing The Bosard fears tha't banks who have favored the pouoy of
'h'h‘lﬂs &8 umidl" may buy cortifiontes of deposit mush abowe their cmotu for the
Arposy of borrmwing a@tht came snd contimuing losming, thus affecting the desired
.m‘mtion of eredit, All benkes should Jjoin in the movanent to trmsfer oredis

ko the Goverment to the extent nasded,

Governor Varburg them introduged Governor Delano who dissussed the ageney

" brangn bank situstion, Heported thet muny eities dosired branch banks largely

h““‘ of loeal pride, Now that Birminghesm had & brench bark Nashville, Memphis and

QN““W& dosire same, 1f bremoh banks are $o be furtheor established, it wemld loﬂ‘

i
;I

that g least 28 or 25 olties will need snd be Justified in expeoting braneh banks,
= Y result {n the parent benk feeling the effect of the load, The quection of
¥ 0f nalntuining these brenches was nprtent,  Keported thet the estblishment
% Trancy banks had be led to bringing & mmber of importent State bemke into the
Qa“' In somneotion with the ectadlishment of branch bawes, Goveror Delano felt
et 1a Wme casen agqnoiu might well be established instead of bremch banks and sste
Lagy the need,

Governor Warburg susgested we might take up the discussion of these Soploes
 the time intervening before luncheon.

It the exohange of views as to the curtailment of oredit, in which the dis-

i T gemerzl, it developed that there were difforamt methods as to the remewsls

A




% fifteen day loans both on commercinl paper and Oovermment securities, 86, Louls
Teporteq that they hnd beea easy in giving these yenewals and in one osse whioh came
t Relr attont fon there had beem 20 renowals, Other banks reported that they had
6lven Gontinued renewsls to make !t easior for besks to carry Covermment securities,

Governor Miller yoported thet they gave only ome or two renewals,

Governor Foncher reported thet in the Clevelsnd distriet, bunks had been
Mviseq by eireular thut fifteen day losms would de remewed once, malking & Shirty dey
h“_“ & fifteen doy rote dut thet 17 other renswals were desired, beuks must pay
e 90 day rate of 4 1/4% instend of 4%,

Govornor Unrburg stated that there were some movemsnts in comrection with
the use of bankors ncceptonges in marketing cotton which should bo enrefully guarded,

tioe of
" S4reful sbout lsying the scceptance lesn deyond .transpertetion. Domestiec acoopt-

Aoes ne0ured by warehouse reseipts should be used, The Bosrd feels that these

ﬁnsu. baakers nooceptences ought to be wesured Ly warehouse recelpt or by cash or
*thor 001 1uteral,
It was brow ht cut in the discussion that some banks purchanse bankers age

Sptanges wEh a statoment nttached, duly signed, ststing that this ncceptence 1s se~

e vy eollateral, Atlanta reported they require varchouse recelpi attaehed %o
e b1y, '

Governor werburg thoght the Federal reserve bunks should work cub . genoral

M6y and wark together snd that they should be espesielly wabehful to prevent an

Sbuse OFf the use of v racelpt s, ur, Warburg called citention te an isoident et

AP B bt o~

W Chiongo convantion st which Bernhsrd “cholle representative had reported that there
g %0 open market for trade scooptanses rnd that same were not purchased by Federal
Merve bonks, fvom the open market, Mr, Ferburg folt thet the Federal reserve benks

4 20t 1 impression @ out that trade rogepbenses properly indorsed cen b pure

aey ¥ the Federsl reserve boks,

The conference then adjourned for lumeheon.




2130 p. my Convensd, Oovernor Seay eleoted ochairman, Govermor Faunchey

*Mtary.  Informel exelnnge of views ss to curtailment of oredit, banks reported
%% follows:

Governor Morssy Ve find Aiffioulty in that banks do not copperste in re-

""“ins eredit, One bank doing same ond other bawes not doing 4¢ snd making loans
d"u"l by the ether, Think cempolign should begin iu Weshington snd 1f poosible
““‘”ntlah between essential and less essential loans,

Dep. Gov, Galkins: In the Sem Fremcisco dlstrict banks restrict oredit quite
Wrlly and unterstand the reascas,

Governor iunchers Have issued no eivoular but have presented seme at benk
“‘u"ﬁ& larger banks ¢ooporating Smaller banks not sy much. Are trying fo

*ugate smellor banks, Plttsburgh noeting held last week Friday to disouss oapltal
‘“‘" Was made coonsion for Mecussion of the comservation of aredit snd results
ok fatl sfeetory, Attendod by 200 or more bankor s,

Governor Seey: Richmond has semt no eireulars, Think it advisalle to have

W Foamra) neserve Bosrd toke the lead in this morement, ‘

_ Dep, Yov, Tromam Fxplained situstion in distrioct No, %,  JHave tried to
‘h‘“ banks on the neoessity of curtellsent at meetings, also incorporsted in
W" % Buggested Importsnce of having the Yedevel Heserve Board made & state-
Meng boking o positive strong position oo to the necessity of the ssme, urging esonomy
- then after sending such siveular to sll banks in the countyy to ask Federal rYe-

% vy
™ banks o folluw up in eush diebrict_such methods e eooh bank deemed most apd

| to S0ure resurss,

! Governor Wolds Clroulars semt out in our distriot produced good wesults,
“’Q“f‘u“ with larger bankn  Oodller bapks not yot scoperating,

. Dep. Gov, Noopess “our experience the smme ss Nimmespolis,”

 ° Dep. Gov, Hoxtoms We have issued mo eiroular letter but have written ex-

* Fave done sousidersdle slong thess lines, ol %‘




Dep. Gov, Calkins: Our masller banks heve not yet realized the importanse

=l o far as we osn Julges are not cooperating much,

Covernor MeDougal: Mo oiroulsr letters, extensive correspondence, lLorger

Seny &nd heavy borrmowers understend situstion, Progress not ss much as desired,

Governor. MoCord:s Oub of 2,200 banks do nmot think mere than 400 are
WEing much effort aleng this 1ine,

Govamor Varburg stated thet the Posrd would isows ouch a statement and
%ulg follow out the plon swpoested,

Governor Delang, the only othor governor present, agreed to Mr, Varbarg's
.tﬁtmnt.

DAisowmaion on Toplo Ho. % Discount futes ., Govarnor Delsno stoted that
M8stant Seoretary Leftinguell was fearful of sny change in discount rases ss 1t
Wulg &ffeot ndvorsoly Government finsnsing :md he ssked if reising discount rate
Y4 o ve esrestive.

Govorno » Varburg stuted that we were rapidly getting iuto s positiom
“ere S¥ery Lank was flamoing Ltsel? by taking the lowest retes offered, which
“‘“ Using Guvernment sesurities as cpllatersl instesd of rediscounting

Govemor Sesy favorad a yate of 4 1/4% on firteen day puper, “hish rate

i
in effeet now In the Rlohmond distries,

Govemor Pasmmores “Do not think smy bonk st present is taking undue ade

Mu42ce of low sates in Philadelohis distriot,  Ho evidence of 18, I wiprepsred
% expression opinion as to chemge in ribe,
- Governor Wolds 1 sgree with Dr, Miller's position ss to the advissbility
il Felsing ratos were we in nopmal times but we are in war mow and should mot faver
l‘"““ in retes,
Dep, Gov, Hoopess *Do mot think waise of 1/4% would help the s Buation,”
Dep. Gov, Hoxton: "Thiuk 1t is mistake for benk: to comtinue discounte




ing fifteon day loans at L Think this is the greatest sbuse and should be core
Moted by taving s gemeral ha adopted as to renewals, "

Dep, Gov. Calkinss "Do not belleve advence would sffect thé sitwation
Y% Whiimk 1t better not to have fixed rate for a1l distriste.

Governoy MeDougelt Thimk it would be » mistaxe t¢ reise rate to 4 1/4%
"% Our large bemks are "in emd cut” on loans,  Hope no olmmge will be mede,®

Governor Warburgy The Bosrd will probably not meke am immediate change
bug is Sarefully oonsidering the s ituwtion snd wante t!u' advice of the governors
™ the advisability of any ohange,

; Governor MoCords Our exeoutive committoo considered the question before I
Loty f8d are opposed to sny change., We belleve change in mte woauld affeot adversee
l’ Gmmnt rYate on bonda, Ve 4o not rencw Tiftean day lomns,

Dep. Gove Tremans Our exesutive committee gonsidered corefully the pro-
Posed Ghange wmd we are unenimously oppesed to changing at the prosent time, Would
“"““ sentiment, might «ffect rete on bankers avoeptences and have 8 tendenaey to
oot raves gmerally, ‘

Governor Morssy Think advance woenld affect adversely borwowing of non-
ey banks from their sorrespondent burks, '%m sn advence in retes would deter
..u" banks £yom subseribing for a8 mapy cartificstes and would hate o see prese
% conas tons dist coed,

Governor Niller: Ve relsed our fifteen day rete to 4 1/ 4f in My, Asked
hn for inerease in other rates, Not grsmted, Ve thimk all retes shovld be
"eter, Governor Wold asked Governor Miller if advance of 1/4f% in mate stopped to
" Sxtont the borwwing to whish Governor Miller snswered "No. Hoed only paychologi=
™~ $2feot,» {Gemeral laughter,”

Govermoy Warburgs The Sosrd d1d not thimk it sdvisable to muthorime
n““ City o raiue rates although 81l distriets probably could not hive the smse

»
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wile

Fte ot all times, Hew Touk City having different conditions might heve a differ-
"8 Mbe ot times from othsr bawks,

Governor Funsher:s Think sitwtion would be improved by haviag definlte
Plley on renewal of fifteen day lomms, Clevelmmd advinces rate fivl 4 o 4 1/45

““f' R renowsl,

Governor MoCord reported that shipping of cotton was much embsrressed by
laok Of ships, As finencing could not be secured fyom Purepe on ootbton heold wp and
W“ the quality of the eotton 1 mmmy cases was poor and below Goverament stune
Wrdy, 1 Some cuses amounting to from fowr bo six dents per 1b, Thore wald be

Wsh aday tlonsl finsneing remired 1n conneotion not only with the old erep but

Wth the new CrOPe

Deps Gov, Calkine of Sam Fremcisdo stated that many wember banks Wore
u“m'd because of the recent designstion of bank clerks as nonessentisl cocupas
Hons Bad thought it was a serlious situation, Governor Delamo explained the re-
lmh"“ of the Board to make any appeal for exemption snd had avolded doing so

in
M08rly every onse, The Federal Recerve Board was not in & good position to meke

8 :
Y Sppoal . It was reported that Juige #lliott, us oqumsel, was prepering sn !

]
T‘ Piaion on the quesilon of bank slerks,

B AR W e W e e W R e W e

Dlscussion on @01 eovies,

Governcr weGoxrd;  Our executive Committes fixed saloview. Adjusts
D erkys Salories sny time, Salaries of officers gemerally chenged onoe a year,
aq‘"“ of officers only submitted to ¥ederal Reserxve Board,

Govarnor MoDougal: Chieago vesdjusted sslaries of employes July 1st,

h y
Somg OF extra compensstion July ist, Will make such as megessary at end of

Veagp
* ¥ ehamge in o7ficers’

!
salaries, OChlosgo poys for overtime work, ‘H




Govemor Possmore:s Have recently adJjusted our salary list because of new
9¥floers coming in, rhilsdelphic belleves iu the polliey of not inorensing salaries
Seyond those of nomal times but favers paying 20% bomus on six menths salury not
h'"“ﬁd. Our of floors were included in this ra;wmmml:r.tiun. Phe Board did not
WProve of a1 of our reconnendations,

Covernor Wold: We sdjust saleries smmuslly. Ve have already paid bonus
% the extont of 10% on the salary of the last six months asctually drowm, Ve pay
for overt e,

Deputy Governor Moopes; Ve ol just semiesmminlly. Pay no overtime, Ve
o PoY bonus, our women, of whom we have about 50, work under the Texas sight-hour
1w, Do not thimk we pay sufficient salaries, »

De uty Govarnor Moxton: We adjuwst salaries July lst, Ve pay overtime
“hen chegikad by hesd of department, We pay bonus in shape of Christmas present,

Deputy Governor Csikins; We report salery 1ist to Board gnoe & year, Ve
%% salaries on those paid by other banks, Last Ohristons we paid a bomus of one-
L F & month's salary,

Deputy Governor Treman: Sxplained New York situntion emd reported as %o
"""aned 8088 of living ~s snow on inoresmsed prices on & muber of items,

Goveroy Millers We pay 109 bomus, Ve readjusted salories July 1:t.

Ve PRy fop overt imo,
Governor Morss: We pay overtime, reccnmended bomus payment, end have ade

Justeq ome salaries,

Governor Fanchey; Our bonus phB was submittod to the Board and was not
% .
PRoved, Ve adjusted all salaries, including oashier, The Board did not approve

of
bonu, Scheme 0 we adjusted salaries, about 108, Weo pey girls begimning work

L

* POr month,  Reported s to salaries of assistant sashicrs,

ddjoumed at 7 p. m, to attend farewell dinner givefn to Gov. Delano at

™
0021 om Club at 8 p, m,




Tuesday momning seasion convened at 10 &, m,

Governor Seays Ve have to consider the Kensas Olty ptopglul thnt after
Mast 150 whenever bamis offer for rediscount in emeess of reserve bhalmmoes such
%0058 rediscomts shall be charged 1/2 of 1% extrs over the normsl rete for all
Wasses of paper, and all maturities exoept notes secured by certificates of indebt-
* Yness ang Liberty Loan bonds on which there shall be a differentisl of 1/4 of 1,
l”““ of 1/, provided, however, thet banks may, with offorings seoured by certi-

Meates ond L, L. bonds sbstain from putting into effect this differentinl, if in
» ‘“‘8 they believe it will bemefit the Oovarnnent financing, Will the govern- _h

9" 1n rotation advise their opinion?

Governor MeDougels The oredit question emters into this matter, Think

% vourq be unwise to apply this rule in every cese snd thimk that 1ts adoption would

®barracy the reserve tenke,

Deputy Govermor Tremsns I thimk our banks would be opposed to it as we
foa that we cum control any temdency om the part of an ipiividusl bank to everextend
4 aow “hemever such onses arice we require additiomal collatersl,

Govemor Morss: 1 agree with Governors loDougel end Tremen, If the plan

e o

s to be sdopted, the penslty should be grester then thet proposed,
Deputy Govermor Calkinsy Du mot believe that the law would pemit & dife

forantiny in rates charged to meuber banks a8 proposed,

;f,'. Governor HoCords I donot balieve it 48 legnl to disoriminate as pnpnaed‘.

} 18 gage Of banke borrowing in exocess of capital end 'N‘P“’o we require additional 1

%llate ey to be plaged, ‘
Deputy Governor Haxton: We are opposed te this proposal, Ve watoh oare-

‘le, SVery temdensy snd immediately coution the benks agninst excess borrowling,

Deputy Oovermor Noopess We would not fever such & hard end fost mle snd o

' .
- Pposed to Wis method which would agply $o all ceses, We aleo require extro |
..lhtgm‘ :
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Soverng» UaDougnls Ve have been sdopting the practice of requiring excess collatersl
9001811y with banks in agrioultursl distelots,

Deputy Governor Colkine; Think we should not sttempt to oontrol excessive
‘."'“‘6 by an added rote for such,

Governor Sesys  Oslled attention to the qwstion of mowmmber benks se-
"“& fssistamoe from resorve banis through member beanks without the kmowledge and
%8 ony of the Federal Reserve Board, Seld the quwestion had been rainsed us to the
-m-auuy of making the request of ench bank as to the amunt of paper held by
omenbor banks which were eligible for membership in the System

Jov ranor MeDougal: No mewber bank could definitely kmow the astusl amount
" halp Sxtended to nonmewmbor banks, Most nonmember banks to-day are feeding out
¢ the Feserve trough very freely., Thimk it would be advisable to cell attention
* meuder banks 4o the extent to which this 1s bebng done so 88 o correat, 1

Governor Morses Thimk it would be unfortunate to onll for statements i
o nenter barks as to nonmember banks discounts unless such statement was very
“"‘fllly drawn,

Governo r Holords i1f nonmember banks are not eligible for membershiy in

the

Reserve System wo take thely paper offered by member banks but in many osses
4
™ thay such peper 18 mot eligidle because of the slready extended condition of

the non
bor bauk, Opposed to asking for staiement as proposed but would fawvor

Wtter from the Board oslling attention of mesber benks,

Deputy Govermor Calkins: I favor controlling and inflwwmo ing volume of |
%b"' bank paper discounted, Nommember banks should mot be able to secure the i
'm;m" of the Federal Reserve System,to the extent they are doing

not
Deputy Governor Hoxtem:s I weuld ssk for proposed statement or informa=

5
on, ¥ &% not have much paper, We always nsik our member barks to explein when

.’.’tt.' MMb“ hnk mr.
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Deputy Governmor Hoopes: Ve take very 1ittle State bank paper, I 508 no
bm 1 éskking for the information,

Governur rassmores We are not asked to redisecount much nommember bank
Pper, I scemo objestion to asking for the ltmu.unt. ;

Governor Seay: I think it advisable to oall for the informestion. £ 4
Senber banks would give the information willingly., (lember bunks, I believe, when
“" Fodisooumt State bank pépe ry are neelsting 1n keeping the State bunks out of
the Systam,

Deputy Governor CoMnsy  Sslt Lake 04 &y banks to sesurs o branch bank, Ade
Mseq State benks to cane 1n and ol 80 advised membor banks that they should not re~
Usogun, for State wenks unless they come im o Lhe system,

Govemor lorss; Some States do mot permit Stste bemks to join the Fed-
ra) Resapye Sye temy

Governor uiller: In our distriet we have discounted millions of paper fo¥
M' tanks not indorsed by the bank itself but individually by some officer, Would

fowg p

“sking for the proposed infomation se to the wiluwme of nommenmber bank phper
Todi

Suntod by member bamks.

On motion, 4t was wted -
1, Thst it was unwise to recuire the information proposed

Z That 1t was thought advicable not to Sske any sotion othey
than to watoh cnrefully the extent to which is is being done

Govermor Seays Gtated thet 4% was proposed to have legisiation permitting

" 1n0o rporated benk destgnated as o depositary mmd hes put up swiclent sollaters

" % a0t as f15081 apent for the U, 5. in the selling of certificstes of indetbed-
Deg, ,

8y wny saving stomps, ete,
our distriot one or tvo bank failures this

Oovernor Wold:; We have had in




T = e T I—————

-u.

80m and several interesting ¢uestions have been rafsed, There are now 20% of

the banks whioh are now soting ss depositary bemks, I should think it was unwise

b have this legisiation carried t hro ugh,

After conciderable discussion end exchange of views, the gemeral impression
Sl Lo be adverse to such legislation,

SAR JaviNGs -

In sm informel dissussion as to the methods employed by those im charge of
e war Savings & Thrift Cempal m, Governor MoDougsl ‘stated that the Chicage Federal

Heg membey
IV Bank hed beon asked to request every bank in the Chissgm dlstrict to subsoridé

e #4000, of Ver Savings Stampsa,

Governor Wold said that in his distriot there had been a very active cam-
Pien &0l thet nenrly every business house of smy #ise had been importumed to sub-
| f "orive Tor §1,000. and in some eases mors, governor Wold stated further thot the

““"“e' &nd methods of the War Savings Ceampaign Committee had coused friotion and

t
- Plen wag not carried out as he understood or contemplated,
in exchange of views showed the ‘emersl impression to be that the basic

: Prinetple of encouraging thrift was not being crrried out snd that the methode ade .
W : ' :

1 Phed 1n Some distriots imterfsrod with the Liberty Loan Compglgn,

| At this point, Assistant Seoretary Leffingwell and Nr, Fotter entered and

c...,n” Seay asked My, Leffingwell to dlsouss orgenisstion for the distribution of
| R, t0s of indebiedness, . _
Sec, Leffimgwell: You all know more tham I sbout the details of orgsnisa- i
e but 1¢ 44 importent thet we should have thorough organisstion in ench distriot |
- %oulq want you to understand thot you sre authorized to meke reasonable expéne
“"‘.‘* in gonnestion with moking & success of the csmpulgn, Some distriets have
s "Peut aq mueh as possibly thay shoulds He then asked Covermor MeDougal to

laty the Chicnge organisetion which had been effective during the winter,




Guvernor MeDougal stated thet they had chosen a hesd directer who had gliven
“1‘“"‘113 his entire time to the work, ' They had & State director for esch of the
» States, had employed 25 re ular orgenizers or field mem, all of whom were exper-
lonceq bond salesmen, Ohicago 15 orcanized on the basis of the countsy as & unit
ith enon Gounty having a director (in most cases & banker of high stending, )] The
lotment Was based on the total banking resources, Hed a meeting in Chicago
.“ Jme 14th inviting two dele ates from each distriet and had a meeting of over
S0o, A% this meeting, sdopted resolutions pledging the 7th district to take its
faly ‘Mote and they have done so in esch issue, The banks all cgopersted, lLetters
"ore sent at the end of each subsoriptions to esch bank not subsoribing. At the
l gr the second day after orgenizstion was perfected, we had an organization of
908 Panks in our district, snd took $115,000,000, sgrinst [105,000,000,, our quots,
" of Subseriptions pald by deposits, We have printed forms pledging each bank
. take {ts full ‘uota, We have writtem 28 paid orgemisers or fleld men st $80.

POr woek, Directors receive no ceompmsation, our meeting produced splendid re-
te, Ve told the bamkers st our meeting the Government reculrements must comé

Aret am 1% was put up to them to do thelr full part, We psid the expenses of each

‘tht.. We urged wponm them two propositions, first that they must curtail credits
i fmeral Jeavime it to -sch bank to determine spesifickally.Second, we Impressed
them that the Federsl reserve bank would lend liberally for banks to subsoribe

Leffingwells
% the sertificates, ’»‘sz:im to keep ok¥ Liverty Losn Cempalgn best workers so

by them 1n the interim in working up certificctes of indebtednass sale,

Govermor MoDougals We publish & 1ist of the banks and the wmount of thelr

L]
“""'lmlom but not thelir uote,
Deputy Govermor Treman reported as to whet nad teken place in the Hew York

L0
triot am the new orgmisstion contemplated,

Deputy Govermor Calkinss We have & direstor of sales (the vice president




”a benk), Ve have an or:snlsation in each plase, huving three or Wowe bauks low=
$hted there. e have no peld organisers as yet, Will probably develep & ‘pl“.
*henntant 1on, In no one fesue did we have more tham 474 of our lenks subsoribing
In View 51‘ what has been stated, we will probobly hold more conferances and pay ex«
PHR388 whioh we had mot felt Justified in doing,

Sec, Leffingwell: I have never beem restrictive as to sny ressconable ex-
Maditure wioh seom Justified,

Governor Wolds In our distriot we have a president of a bank as dircofor.
Tave only one man on salary. All the others inm our orgmization work voluntarily,
" Tave Slwvays raised our full mots but will have trouble this yesr on scoount of
b 88%n of the yeur in which the sales will be made, ¥e have 60 bamkers in our i
*Teatsntion throughout the distriot, Hssh director is plemning to Ieve ome bemker
"9“'&10 for each Congressional district, A He has meetings with officers end
"’“‘Nhuna of banks, wt which gemerally some representative of the Federal reo-
. benk of gur dut'rlct is present, Ve have made a prestice of emphasiging the
m""‘ﬁou of eredit, our Liberty Loan orgrnisation 1o about 994 volunts1y,
o Arestor goes sonsiderable of his corresponience over Governor Wold's sigmature,
i tave s Yot not pudlished the iist of besks subsoribihg.

Govermor Miller; We have developed em orgimisation in our own bank to
h&u. the sale of certifiostes, We have spld our full quots of every leeus exe '"
™ ., Expect to exceed our quwbts during present campaign, Ve heve & booklet
M Showing the tot;l resgurces of each bank and will publizh none of subsoribers |
oto, . |

Governor Morsss  Our dlstrist is not as larse as sgme of the others,

"ltner 18 owr organigetion, Ve huve & bond man at the head who glves his entire
ting
L]

In the first §ssues only sbout 150 out of our 600 bemks in the district whish
. N .
‘“ﬂb"‘ ¥or the present onmpaigm we hove seleoted bankers in the leading centers




®d have fifteoen men directing the campai o, Have men in Boston and we had an im-
Portant conf erence,

Governor MoCords Ve cnlled & meeting of the heads of benks im our distriot
™ the Subsoriptions were all sent in to the Federal reserve bank,

Governor Fanohers Ve have had 26 bond men employed simee Jmuary, Work
@ the bank during the oampeison and in the aistriot inm the imterim, They took charge
" Sale o certificates in =)l conters but in large centers the sale is handled by
M"’"o Inthe first issues we only had 300 banke aubacﬂ}in,. In the last {8~
e we had 1500 gut of 1800 banks in the district, 984 of our member banks subscribed
for some 1 ssue, 954 mommesber banmics, our distriet stood second in the sale of tax
“mﬁtltoa. We schooled our 26 men as to thn import-noe of securing State bank
h"m‘ip arnd are having good results, We now have s director of sales, Om Fri-
Gy nigny last we wired about 1100 banks urgisg them to subseribe to the certificates
then o 881e, We have had no gemeral meeting inm our distriet,

dec, Leffingwell: Reports which I have had this morning indlcate that we
11 havy o considerable oversubsoription to this issue, Omly 4 of the Federnl Re-
*erve banicq have oversubsoribed, however, This issue 1s no oriteriom as we cought

e
Oulduabh of the money released on June 26th and will cstch some on July 9th when

b la Bnother maturity of certificates, It is host important thet eash benkk have

" "“clut organization but we are leavin: to each bank the detsils of the same,

® the next §assue of tax certificates we expect that later in the sumer we will
Bhing Bore as tp tax legislation, laws, ote. and may decide to have s short but vigor-
Nm“ on the sale of tam certificates, We prefer to have tax certificntes

3
- Father than to have people selling bonds to pay taxes, We comsider it important

X hola together each Liberty Loan orgsnigst ion now in different distriots, We hope
" .l ’3'000-000,000. of tax certificites, Sald t.hq hed discussed selling these




oo :

¥l floates on a discount basis but there were many difficulties in the way besides
ls

Stslauon. Thought they would el iminate in the tax paying peried the tem dagsof

s, wowia acoept tax certificstes on any tox paying day at pay snd scorued ine

Soregs,

Jecretary Leffingwells 1 have been glving considerstion to banks acting
8 flsca agente and have proposed some leglisation, I have been harrassed by the
tmt that & falling bank comot protect subscriber: snd subsoribers failing to
"o thet » ngegements to purchase bondsembarress the bank, Them there is the
Wo8tion of the framking privilese in connection with the Liberty Leen Oempaign, il
% Whioh has led to the proposed legisiation.

Governor MeDougel: of the 7000 banks in the Uhlesgo district 800 sre desi-
ateq ‘.Pontarin. If & large nunber of banks should qualify there wiuld be very
SP8E aadiey onat work for the Federal reserve banks, :

Secretary Leffingwell: 1 have notioced that the mumber of quelified de=
el tarie 15 constantly inoreasing

Bovernor Wold: There are 300 banks im our district, e have now 500
N‘ 83 depositaries out of the 5800, I Bhink if the proposed legislation should
® thrangn e should lose the aotive cooperstion of & large musber of these bauks,

. Governor Vold: Subseriptions are made paysble at the subscribers® Lanks,
Sk $ubsoriver designatin: the bamks at which he wants the subsoription payable,

4
E
{

If o .
; *Fain banks were made f1iscal sgents snd others in the same town wore not, it would
@b
Frass the a tustion,
Searetary Leffingwell; Bad sitwation might be orested 1f Liberty Loen

°
"1t taas Placed momy whth bmmiks which becsme insolvent,
Govemor MoCords  Suppovse you designate bamks se depod tnries smd if

oy
1zans ®hould pay mome  inmto bamks not designated as depositaries, have you & lien

* the fundsy




Gemerel disoussion 1l tended to oppose proposed leglslation. It was very

-vu
WMt that §¢ was imposeible to kmow in sdvance the :mount of subsoriptions and de~

Posly :
resulting therefowm and hemoe impossidle to determine the smount of collstersl

48 Sooury ¢y,

Deputy Governor Calkins: By desigmating fiscnl sgents, the Tressuey De-
bargy
ont 18 assuming the obligation legally end morally,
Searetary Leffimgwell; The . resent plen prezents meny embarrassment s and

o are 4 |
"etking to rind o better »lum end would 1ike ench bamk to glve considerstion to

this
Subjeat 50 as to make suggestions at the conference on July 17th,

Afternoon sgeslon « Tussday,
BATE -

Deputy Govarmor Oalkings  Our esperionoe is thst they are easily sontrolled

W 84 office Vorking vory satisfastorily. ghey aye all full bronshes, mensgers
o ur"hrﬂ. ¥e have secured Stute bank members by the installation of these bramsh
banky :

Governor HMeCord: au;' few Orlesms branch necessitates local control and
W‘M‘- This branch has 240 of the resgurces of the dotrict bus diseounts 36%.
by hove Scured & musber of State tenks which ¢thervise would not have come in, Bive
Mrghan Wants & bramoh. ¥ust be on conditloms we impose,  The maNAgeY of our
bm" 18 sppoinked by the howe board of directors |

Deputy Covernow Oulkins; As to demands of otlwr cities for bremches, Lo®
hm.' Weants a bronch, No necessity for it as cholks mailed at might resch Ban
'Nhoo Ln the morning,

Governor Miller (K. C.) Menswger of our Omehs and Demver branshes 18 & ai-

Wer, ¥ have sood sontrol of these iramches at the home offise, The breanches




- 28 -

"u"ﬁ the homo o £f10e of much routine work, Cost of administration is hi h but
m BMuMness 18 secured by ressom of the establistment of branches,
Deputy Governor Oslkinss In our distribt the ccat seems somewlat ex008-

" N
- Hve but part of the oont charged to the branch the home office would have assumed.

Then followed s discussion as to the paywent of bame rs scceptances being
e on day of maturity, thres or four of the bmmk: repurting that they alresdy hed
tia Syutan in operation and 1t was thou ht advissble that the Fedaral Reserve Board
"howra inform each bank that 1t was thely desire thot they should be so settled,

Governor Werburg onlled attention to the difficulties of the canners in se~
Tring the needed oredit st tids time but the method proposed did not seem o 39?“‘1
*Smugly to tne govemors,

It was roported that the opinion had been rendered by ome of the sownsel of
the Pederal neserve Board that bouks had losmed, under Section 5200, up to 10% of
theyp 0apdta] ax;d surplus to & sustomer axl the notes of mweh hod been rediscounted
* the Fadorsl reserve bank, at then the membter bunk could rediscownt for the ssme

Cuag
URer Wp to 10% but that these seamd losms cowld not be redlscqunted,

G W e W e e W -

Them followed o peneral discussion us to the rate on mail transfers.
TMleage bouk wantod the rate mised to 164 It was formerly dome st par, Most
°F the Govemors favored retention of 10/ ns & minimuws oharge, leaving the banks
¥ Shargy more, optionally,

There thonm followed & dlscussion as to arrengements with forelgn Governe

l‘u
04 the plan pProposed by dovemor Strong ta gGovernor Marding was adopted sudbe
"mtayy,

e el U S
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18 was reported that 48,000,600, of silver certificates had been withdrewn

4 ) | |

- eiruulatian md S68,000,000, of silver dollars had beem remelted under the naw
1‘%ialu:iun. -

it was »ergrted that banks would turn ia their silver certificates more

frealy :
1y 88 voon s the silver denominations were rosdy,

e notloe of the cotton confersnce in New Oriesns on July Bth was an~

Wungeq Bd some of the bhanks interested wore nsked to send delegntes, he Hew

5 LAY w

Yome bk semt ur,

Henzel.

T S






