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CROSS REFERENCE INDEX
pecretary's Minutes & Stenosraphic Report
Governors' Conference, October 25-29,1927

For the purpose of this index references to the scveral programs considered by the
conf erence will be abbreviated as follows in the column marked "Program":

Gov.
Bd. -
Bd.S5. =
Treas,

T-F .A, -

- Program for separate Conference of Governors
Board's Joint Program

Supplement I - Board's Joint Program

Supplement II - Treasury Program

Supplement II - Treasury Program (Fiscal Agency)

Paragraphs in
Secretary's
Minutes

Pages in
Stenographie
Report

ACCOUNTING & AUDITING
Survey of Procedure Systems
Standing Committee ~ Appoint-
ment of
Uniform Cost Accounting
Reports and Statistics

Agricultural Legislation

American Institute of Banking
Participation of Federal Re-
serve Bank officers and em~-
ployes in affairs of

Bankers Acceptances taken under
repurchise agreements
(a) Uniform basis of discount
(b) Brokers to pay cost of
shipment

Bill for relief of persons who
subscribed for bonds through
failed banks. :

Capital Stock Subscription:
Return to member banks

Certificates of Indebtedness:
Allotment on Subscriptions for
Shipments of between Federal
Reserve Banks

Certificates under re-
purchase agreement
Certificates for delivery
in other reserve cities
Handling Liberty loan
bonds in same manner

://fraser.stlouisfed.org

14-60; 130-166;
388-455; 478-9;
509-10; 556~
559: 646-648;
773-780

711, 721
320-337
6

61

61

784-792
61
61
61

61




Paregrephs in

Minutes

Secretary's

Pages in
Stenograghic
Report

Chairmen
B} ection of
Election of for next conference

Check Collectiens
Uniform method of handling
Finel advice of payment

Checks deposited for credit of
Treasury atcount. Practice
followed by reserve banke

Goin shipments (see currency)
Requests of nonmembers for

COLLECTIONS & CLEARING
Report of Collection Committee
Meturing notes, bills ang
other collection items
Finel advice of payment
Non-responsibility cl auses
' on B/L attached to drafts
for collection
Requirement of certified
check on delivery of
drafts with securities
attached
R. R. drafts, etc. Uniform
method of hundling
Ligbility of collector
Exchange charges
On demend and time certi-
ficates of deposit
On Protested ckecks

Transit

Uniform practiceg in hand-
ling check collections

Identification symbols en
checks

Uniform practice in filing
¢l aims

Failure to give reason for
nonpayment of checks

Final advice of payment of
che cks

Immediate credit for offi-
cers checks

Par clearings in 6th dis-
‘trict

Removing 1imit from Fed.
Res . Exchange drafts

pitized for FRASER
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256

237-239
259-270

Joint Conf .Record
691 ~700
183-214
214-217

217-218
219~221
222-226
226-234

234~235
235-237

237-239
1239-243
243-247
257-259
259-270
1270-27
271-290

291-319




Program.

Topic

f?aragraphs
| Secretary’
! Minutes

in
e
8

Pages in
Stenographic
Report

Converters' Credits
Board's Regulations, Re: hides,
gray goode, etc.
Converters receiptsc

Coct Accounting - Uniform in all
Vol ke,
Credit Information

CREDIT TRANSACTIONS AND POLICIES
Bankers Acceptances
Oven Market
Methode to develop and
widen
Report of Stending Comm,

Practicee and Regulatione.

Converters Credite
Boards regulations Re:
hideg, gray goods, etc.
Converters Receipts
Warehouce receipts as se-
curity
Bankers Acceptances taken
under repurchase agree-
ments.
Uniform bagic of dis-
count
Brokers to pay coct
of shipment

Eligibility Comm,
Scope
Uniform Procedure

Payment in full or part for
notes rediscounted

Verification of bank'e bills
receivable
Objection to tracing
Cooparation of Comptroller

Rediseount of non-negotiable
notes (supported by chattel
mortgages )

Rediscount of nonmember bank
notes secured by govern-
mente

Credit Information

CURRENCY & CIRCULATION
Designs of paper currency

Shipments of F, R. Notes
abgorbing cost of
Poctage on chipments
Charge & Credit fer

//fraser.stlouisfed.org

17
i8

10, 39,57

58
50
61

61
61

752767
180--183

61

61
167171
aii
171177

61
61

177179

180
180183

117-129; 337~
374; 662

662--664
664.5 and 668
667668




Paragraphs in
Secretary's
Minutes

Pages in
Stenographic
Report

CURRENCY & CIRCULATION (Cont'd)
Settlement of through
Gold Set. Fund

Unif orm Standard of sorting
currency

Report to Board on Form 160

Telegraphic Transfers
Detail matter
Method of Advice of
Liability for

Requests of nonmembers for
currency and coin

Currency Reports on form 160

Designs of paper currency

™

Direct Pouching of mail

Discount Rate = Principles govern~
ing

Distribution of Currency - Es-
tablishment of centralized
control of

Efficiency & Econmmy in Admin.
of &, R: Bis:

Ebigibility Committee
Scope
Unifom Procedure

Exchanges (See Gold Policy)
Stabilization of

Exchange Charges
On demand & time ctfs. of dep.
On Protested Checks

Fallure to give reason for non-
payment of checks retumrned

F. R. Bank bldgs. « self Insurance
of
Fed. Res. Code

pitized for FRASER
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Gov.’

Gov.
Gov.

Gov.
Gov,
Gov.
Gov.

Gov.

Gov.

Treas,

Go¥.

Bd

667

670
671672

672~687
672-687
691, 711-720

891=700

671-672 <

662
117-129;

| 337-374
702-709

589-620;
£R2~637;
645-646" and

Joint Cunf. Record

374

and
522-556; Joint
Conf . Record
167-171
171
721~741

234-235
235=237

257-259

61
687
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; : Paragraphs in| Pages in
| Program| Topic | Secretary’s | Stenographic
j ? Minuteas Repart

|
i
|
|

Federal Res. Exchange Drafts - |
Removing limit from Gev, - IT (8 - 291319

Federal Reserve Notes - Absorb- . |
ing Cost of Shipments of Gov. | III B} | 662~664
Charge and credit for Gov. . | 1II B3 | 667-668
Postage on Gov., | ITT B2 | 664665
Settlement through Gold . j ‘
Settlement Fund Gov., {1 : | . 667

Filing Claims for indorsers =- ; ;
Uniform practice Govs H ;. 243-247
Final Advice of payment j ‘ ;
Checks : Gov, | ' | 259=270
Collections Gov. i 214-2 &

FISCAL AGENCY OPERATIONS

Shipments of Certificates |
of Indebtedness between |
F, R. Bks. 5

Certificates under repur=
chase agreement

Certificates for delivery
in other reserve cities

Handling Liberty loan
bonds irn same manner

War Loan Deposit Account

Absorption of Fiscal
Agency Expenses

Fiscal Agency Expenses =- Absorp-
tion of

Fraser, Sir Drumond
Invitation to meet

Gold Ctfs, Desirability of re- ; :
storing some to circulation i8,39,41,54 ' (90-104;337-374;374=
' i - (379;645-646.

GOLD POLICY 5 | "
Stabilizating of Exchanges 75, 87. - 721-741;F6int Cont.
. Record.

Government Savings Securities- ‘
1922 program for issue of | ' | 82 L T9R~796

Group mestings (see Independent | ' 30,42, 46 . (248-255;380~385;
Conferences of Governors) | 76, 86 | (543~545,741-743; and
‘ | (Joint Conf. Record.

Harding, Gov. W. P. G.~- opening =
statement of : | { Joint Conf. Record.
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|Paragraphs in Pages in
Secretary's Stenographic
Minutes Report

Identification symbols on checks 28 239-243

Independent Conferences of Govern- 30, 42, 46, |(R48~255; 380-385;
ors. (See group meetings) 76, 86 (543-545; 741-743;and
{Joint Confs Record

Kinde & denominations of currency
to be peid out. Trees . 337-358; 358-374

Liability of Collector vhen check |
proves bad. . GovVae R26~234

MEMBER BANK REL 4TIONS
fnel yzing member bank opera=
tions. 5 %61
Return of capital stock sub~ |
scriptions, T > o

Member benk operations - anzlysis

of 61

Nationel Bank notes - circul ation
of

337-374

1

-ion-responsibility clauses of B/L ;
attached to drafts for collection. 217-218

Cfficers checks - Immediate credit -

for i 270-271

| |

Upen Market
Development and widening 61
Practices and regul ations : 61

Report of Standing Comm. : : 6175

|

OPER ATION :

69 | 784

70 702-709
71 709-~710
72 T0=~711
65 687

73( See 52)} 61

74 711, 72
Sa 61

Sa 61

8a 61

Personnel & Vel fare
Direct Pouching of mail
Pension Fund
Securities left in custody
F. R, Code
Self Insurance of F.R.B.Bldge.
Participation in AJ B.affsirs
Personnel
Measured service
. Fair day's work

ETrOoEEHOOw e

— A
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Paragraphssin Pages in
Secretary's |Stenographic
Minutes Report

OPERATION (Cont'd)
Unit Labor costs
Salary adjustment & extra
compensation; future policy
gl MR Bks.

Par Clearance System - Recent de-
velopments and suggested changes

in methods H88.-589 s
582.589

Par Clearings in 6th district Gov.

Past due paper None | 744-745

Payments of notes rediscounted i

with F. R. Bks. Gov, | 171-177
1
Pension Fund Gov, : 709«710

Personnel Activities
Report of Comm. Gov, . 784

Press Statements _ None 75~76

Procedure
Standing Comm. Gov. ¢ 752767
Survey of Accounting Systems Gov. 752=767

Purchase of U. S, bonds - Ex~-
pediency of authorizing under
Sec. 18 : ; 104~116;

662

Railroad drafts, etc. : D55, DUE

Rediscount of nonmember notes
secured by governments : ] 180

Rediscount of non-negotiable
notes = notes supported by
chattel mortgages I¥7=119

Report of Collection Committee : 183-214

. Reports and Statistics = Comm.
to consider need and con=
solidation of 752~767

pitized for FRASER
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Paragraphs in Pages in
Secretary's Stenographic
Minutes Report

OPERATIONS(Cont'd)

Requirements of certified
checks on delivery of drafts
with securities or B/L attached : 219-221

Salary adjustment & Extra com-
pensation = Future policy of
F. Ri Bks. T47-751

Secretary .
Election of 3
Election of for next conference 256

Securities left in custody ' 710-711

Silver ctfs. & Legal tenders =
Pragcticability of putting into
circulation Bd.S. 79+80; 337-374

Standard of sorting currency Gov.

Standard of currency to be ap-
plied by Treasury & F.R.Bks. Treas, 374

Telegraphic Transfers
Detail matters Gov. 672687
Method of Advice of Gov. B872-~687
Liability for Gov.,. 691, 711-720

Verif ication of banks bills re=
ceived by examiner.
Objections to tracing : : 61
Cooperation of Comptroller < 61

War Finance Corporation =
Personnel for 639, 645
, 3-14

War Loan Deposit Account 61

Warehouse Receipts as security 61
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PROGRAM FOR SEPARATE CONFERENCE OF GOVERNORS

WASHINGTON -- OCTOBER 26 & 27, 1921,

REVISED
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CREDIT TRANSACTIONS AND POLICIES

A, Bankere Acceptances,

(1) Open Market,

(a) Discussion of methods adopted by the reserve banks to

develop and widen the discount market. (Unfinished - New York)
(b) Report of standing committee on open bill market

conditions and operations. (Unfiniched - New York)
(¢) Bankers acceptances practices (San Francisco) and

regulations with particular regard to accommo-

dation of commerce and the open market.(Unfiniched - New York)

Converters' Credite. (New York)

(a) Should hides, gray goods, grain, etc, in proceecs
of tanning, bleaching, milling, etc. be con-
gidered as readily marketable staples under Board's
Regulations and if not should the Regulatione be
amended to include them.

(b) Should the negotiable receipts of converters - tammers,
bleachers, millers, etc. -~ conveying security title,
be concidered the equivalente of independent warehouse
or terminal receiptet

Warehouse Receipte as Security.

Should Federal Reserve Board's ruling, September 1918,
Bulletin page 862, be modified in view of the growing
practice in the 12th District for coaeperative aseocia-
tions, packing and milling companies, etc., which owm
their own warehouces, to form separate corporations
the stock of which is owned outright by such ascsocia-
tions, packing and milling companies, etc. (San Franciesco)

(4) Uniform practice in handling bankers acceptances taken from
brokere under repurchase agreements. (Chicago)
Recommendation: It ie suggested

(a) That a uniform basis of digcount be uced by all Federal
reserve banks, preferably the practice of discount-
ing the bill to its maturity and rebating for the
unexpired period when taken up by the broker,

(b) That no shipment of bille from brokers be handled unlese
the brokere are willing to pay the cost of shipment and
incurance, inasmuch ac the responcibility for lose is
diesproportionate to the benefit derived from operations
of this character.

B, Eligibility Committee

(1) Scope. Definition desirable as there seemes to be some variance
in the ideas of the Federal reserve banks ae to the functione
of this committee, (San Francisco)

(%) Uniform procedure of eligibility committeesof the respective
banks in reperting conclusione to each other. (Cleveland)

gitized for FRASER
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I. CREDIT TRANSACTIONS AND POLICIES

Ce .Acceptance by member banks of payments in full or in part of notes
rediscounted with the Federzl reserve bank. In view of growing
practice among banks in certain sections to accept payments on
customers' notes which have been rediscounted or pledged with the
Federal reserve bank, should not notices be sent out by Federal
reserve banks to makers of such notes that payment should be made
to the holder thereof as a protection to the reserve bank in the
instances of failed banks. (Sen Francisco)

Verification of banks! bills receivable by Examiner {St. Louis)

(1) Vhat objection is there to the Examiner tracing
and verifying all such assets of any consequence.

(2) Can cooperation of the Comptroller be secured?

Rediscounting non-negotiable notes. ( San Francisco)
Should not measures be adopted for the protection of

Federal reserve benks against equities which may exist between

borrower and lender, when rediscounting notes supported by

chattel mortgeges containing provisions destroying negotisbil ity.

Shovld the Federal reserve banks discontinue rediscounting for
member benks notes of nonmember banks secured by Government i
obligations. : (Unfinished - suggested by F. R.B.
of Atl enta for last conference
and passed for consideration to

o rag next conference)
G. BSee Supplement 3 for added topic.

IT. COLLECTIONS AND CLEARING

A+ Report of Collection Committee.

B. Maturing notes, bills and other collection items.

(1) Fina) edvice of payment of items for which available funds
have not been received. Vhen funds which ere immediately
available have been received in payment of = collection,
some Federal reserve banks advise that the collection has
been paid, but that credit will be made upon fingl payment
of the funds received, In such cases definite advice of
finel payment should also be sent, ( San Francisco)

Advisability of Federsal reserve banks placing the non-
responsibility clause upon bills of lading attached to
drafts handled for collection. Desirability of uniform
procedure by all reserve banks. ( San Francisco)

Require?mgnt of certified check on delivery of drafts with
securities or bille of lading attached. (Philadelphia)

gitized for FRASER
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@ 1. COLLECTIONS AND CLEARING

gitized for FRASER

B. Maturing notes, bills and other collection 1items continued.

(4) Unif orm method of handling railroad drafts, insurance company
drafts, payable at or through banks, also certificates of
deposit. (Cleveland)

(5) Liability of collector of time items when check or other
evidence of payment is accepted which proves to be bad. (Boston)

(6) Exchange Charges: There should be unif orm practice among
Federal reserve banks in the following regards:

(a) Deduction of exchange on demand certificates of
deposit and time certificates of deposit sent
for collection at maturity.

(b) Deduction of exchange on checks protested and
returned for non-payment when re~forwarded for
collection and paid by drawee bank. (Chicago)

C. Transit.

(1) Desirability of the Federal reserve banks establishing a unif orm
practice in handling check collections, with the aim of making
the methods of handling checks for member banks, so far as is
reasonably possible, as simple as were these transactions of
the banks with their city correspondents. (New York)

(2) Identification symbols ovi member banks' checks. It is recom~
mended that a reserve district identification symbol be
placed on each member bank's checks in conjunction with the
A. B. A. transit numbers for the purpose of simplifying
the process of sorting and routing checks by districts, thereby
increasing the number of checks sent direct by member banks.
This symbol to be printed on checks as follows:

City National Bank 51 ~ 29
Bridgeport, Conn. 2 « N.Y. (New York)

(3) Desirability of uniform practice in filing claims on behalf
of member banks by Federal reserve banks and their branches
of transit items involved in bank failures. (Chicago & St. Louis)

(4) Letters to banks calling attention to failure to give reason for
non«payment of checks returned. Can this practice be discon-
tinued? {st. Louis)

(5) Check Collections « Final advice of payment of items which have
previously been advised as outstanding. (San Francisco)

ps://fraser.stlouisfed.org



Ps II. COLLECTIONS AND CLEARING

C. Traneit (Continued)

(6) Immediate credit for officere' checks issued by Federal recerve
banke., It is recommended that immediate credit be given at
all Federal reserve banke and branches for all checkes issued by
another Federal reserve bank or branch; and that the receiving
bank be permitted to deduct such items from ite credite to the
issuing bank, thereby receiving immediate payment. It ie the
object of thie recommendation to place checks of the several
Federal reserve banks on the same basis, so far ae availability

is concerned, as transfer drafte and exchange drafte iscued by
member banks. ' : (New York)

(7) Par clearinge in the Sixth District - Ite precent status,
legal and otherwise, : (Atlanta)

(8) Removing the limit from Federal Recerve Bxchange Brafts. {Richmond)

III. CURRENCY AND CIRCULATION

A. Designs of paper currency. Would it not be desirable ac a measure
to prevent counterfeiting and raising, to adopt a comprehencsive
scheme of designs classified as to kinds ef isesue and ae to
denominatinnsg? (New York)

B. Shipmente of Federal Reserve Notec.

(1) The shipping Federal reserve bank should absorb the
coet of chipments of "other" fit as well as unfit
Federal reserve notee, except the cost of insurance.
(San Francieco, Cleveland
& Richmond)

(2) Method of accounting for postage on shipmente of Federal
recerve notes made direct to bank of issue. Should
be uniform. Simplest plan appeares to be to include
postage in the wire advice of chipment. By this method
only one entry ic made and no further attention ic
neceseary on the part of the forwarding banke. (st. Louisg)

(3) Should shipment frem one Fedéral recerve bank to another
be charged or credited until actually received. (quton)

(4) Cannot settlement of shipmente of other Federal recerve
notee be handled through the Federal Recerve Board
in a manner similar to the prescent daily settlement
of collected funde through the Gold Settlement Fund .
Submitted thir would greatly reduce the number of
telegrame over the private wire cyctem. (Sen Francieco)
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CURRENCY AND CIRCULATION.

C. Standard of sorting currency should be uniform. (san Francisco)

D. Necessity of banks reporting to Board on form 160, detail of monthly

currency receipts and disbursements as to kinds, denominations,
and conditions, (Cleveland)

E. Telegraphic transfers:
(1) Limitation on detail matter. (Richmond)
(2) Procedure throughout system should be unif orm regarding
inclusion or omission of details in connection with wire
transfers over the private wire. (San Francisco)

(3) Federal reserve bank liability for telegraphic
{San Francisco)

transfers.

F. Bhould the resolution adopted at the April Conference, in refer-
ence to requests of non-member banks for currency and coin

service, accompanied by drafts on city correspondents, be
reconsidered? (Philadelphia)

IV. GOLD POLICY

A. Discussion of practical steps towards the restoration of
the Gold Standard, (New York)

V. FISCAL AGENCY OPERATIONS.

A. Shipment of certificates of indebtedness between Federal
reserve banks. (Chicago)

(1) Request for opinion as to desirability of
extending certificate shipments through
Treasury Department to certificates held
under repurchase agreement for brokers.

(2) Request for opinion as to desirability of
extending certificate shipments through
Treasury Department to certificates
tendered Fiscal Agency Department for
delivery in other reserve cities.

(3) Request for opinion as to desirability of
handling Liberty Loan bonds in the same

manners

B, War Loan Deposit Aceount. Indiscriminate payment by credit for
subscriptions for Treasury certificates of indebtedness is
resulting in a continuance of inflation of deposits in large
cities. Would it not be well either to raise the interest on
these deposits or limit the percentage of a subscription which
may be paid by credit? (San Francisco)

C. Absorption of fiscal agency costs. In view of the decreasing
earnings of some of the Federal reserve banks, it appears to be

desirable to discuss this question again in light of that
situation, (San Francisco)
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VI. QPERATION

A. Personnel and Welfare. (Report of Committee on Personnel Activities)

B. Direct pouching of mail in Federal reserve banks., Report by
Federal Reserve Bank of New York to which the matter was referred
at last governors' conference, on progress made towards securing
universal adoption of the poucthing privilege idea by reserve banks.

(New York)

Pension Fund. Desirability of urging legislation at this time.
‘ {New York)

Securities left in custedy. Report by Governor Strong on views of
reserve banks requested at last govervors' conference.

Federal reserve code. Words used are difficult to send. Revision
desired, {5t. Louis)

Self-insurance of Federal reserve bank buildings. It is recommended
that a committee be appointed to investigate the advisability of

reserve banks carrying their own fire insurance on the buildings
owned by them. (New York)

Participation of Federal reserve bank officers and employees in
American Institute of Banking affairs. Any attempts to control
in any measure the activities of the institute should be avoided.

' {(New York)

Personnel: Investigation by each bank and exchange of views sug~
gested with a view to determining:

(1) To what extent should measured service and payment by
results be introduced? - (New York)
(2) Wnat constitutes a fair day's work? (New York)
(3) How shall unit labor costs be ascertained and
controlled? (New York)

J. Future policy of Federal reserve banks as to salary adjustments
and extra compensation. ] {Cleveland)

VII. ACCOUNTING AND AUDITING

A, Survey of the accounting procedure systems in the several

Federal reserve banks. Discussion of report presented

by Federal Reserve Bank of New York at last governors'
conference,

Standing committee on the accounting procedure between
Federal reserve banks - Appointment of (Cleveland)

It is recommended that a standing committee be appointed by
the conference with power and authority to standardize
accounting forms and existing accounting procedures, and to
establish such new accounting procedures as may be necessary
from time to time in handling inter~-district transactions
arising between Federal reserve banks. (New York)
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® 1. scconrine anp AUDITING

C. Uniform cost accounting in Federal reserve banks, Appoint~-
ment of cammittee for study and revision of current,
expense reports to pemit of comparison with respect to
unit costs. (New York)

January suggested as effective date for inauguration of
« unif orm cost accounting system. (Chicago)

D. Reports and Statistics - Appointment of a committee to
consider the necessity of and consolidation of the
various reports and statistics fumished the Federal
Reserve Board and Treasury Department. (san Francisco)

VI1I.MENBER BANK RELATIONS

A. Discussion of methods of analyzing member bank operatiens in order
to secure a closer knowledge of such operations. (New York)

3. Return of capital stock subscription to member banks. In view of
the decrease in the earnings of the Federal reserve banks, it is
suggested that the present would be an opportune time to retum
to member banks $100,000,000. of capital stock, which, it is
submitted, will remove in future discussions with member banks
the question of participation in earnings or non-receipt of
return on the investment. (san Francisco)
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PROGRAM FOR
CONFERENCES WITH GOVERNORS AND FEDERAL RESGERVE AGENTS

OCTOBER 25-28, 1921

Tuesday, October 25th:

10:00 A. M. - Joint Conference of Federal Reserve Board, Federal Reserve
hAgents and Governors of Federal Reserve Banks, in Asserbly
Room, National Metropolitan Bank Building.

SUBJECTS: (1) Efficiency and economy in administration of Federal Reserve
Banks .

(2) Recent Developments in the par clearance system and sug-
gest ed changes in methods.

(3) Principles governing the discount rate.

8:00 P. M. - Dinner at Netropolitan Club.

Wednesday , October 26th:

Separate Conferences

Federal Reserve Agents will meet at 10:00 A. ¥. in the
Federal Reserve Board's Assembly Roor, 7th Floor,
National Met ropolitan Bank Building.

Governors will meet at time and place to be arranged
by ther.

Each body will consider its own prepared list of topics.

Thursday, October 27th:

Separate Conferences Continued:

2:30 P. M. =~ The Federal Reserve Board will meet with the Federal
.Reserve Agents in the Asserbly Room.

Friday, October 28th:

10:00 A, }. - Federal Reserve Board will meet with the Govemors
at place to be announced.

' 2:30 P. }. = Joint Conference of Federal Reserve Board with Federal
. Reserve Agents and Governors.
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SUPPLEMENT 1.

SUFPLEMENTARY LIST OF TOPICS FOR DISCUSSION AND
CONSIDERATION AT JOINT CONFERENCE WITH GOVERNORS AND FEDERAL RESERVE AGENTS
OCTOBER 25-28, 1921.

These topics are to be considered separately by the Governors and
Federal Reserve Agents on Wednesday or Thursday, October 26 and 27, as they
may elect, They will be @iscussed by the Federal Reserve Board and the
Federal Reserve Agents at their conference on Thursday afternoon, October 27,
by the Federal Reserve Board and the Governors on Friday morning, Oectober 28,
and will be discussed finally on Friday afternoon, October 28, at the joint
conference of the Federal Reserve Board with the Federal Reserve Agents an
Governors, :

(1) Practicability of putting into circulation the silver
certificates and legal tender notes now held by Federal
reserve banks so as to put the reserves entirely on a gold
basis,

(2) Desirability of restoring sore gold certificates to
circulation by having Federal reserve banks pay them out,

(3) Expediency of authorizing Federal reserve banks %0
purchase in each calendar year the maximum amount permitted
under Section 18 of the Federal Reserve Act ($25,000,000)
of United States bonds eligible as security for bank note
circulation.
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SUPPLEMENT I1.

TOPICS SUGGESTED BY UNDER. SECRETARY OF THE TREASURY GILBERT

(1) Further discussion of the new designs for paper currency,
with particular reference to reduction in size and the new models which have
been sent out to the several Federal reserve banks.

(2) The circulation of national bank notes, with particular
ref erence to the assortment of unfit notes and the payment of fit notes by
Federal reserve banks, This question has already been suggested by my
letter to you of September 22 and is having the consideration of the Gov~
arnors, t suggests a broader question which should also have considera-
tion at the conference, namely, as to what general policy should be pursued

by the Treasury and the Federal Reserve System as to the continued circula~
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tion of national bank notes, with particular refsrence to the question
whether any action sheuld be taken, either through new legislation or
through the currency policy of the Federal reserve banks, to encourage the
retirement of natienal bank notes from circulation.

(3} The standard of currency to be applied by the Treasury and
the Federal réserve bénks, with particular refercnce to United States paper
surrency, Federal reserve bank notes and national bank notes, The appropri-
ation for distinctive paper and for engraving and printing United States
paper currency dnd bank notes is limited, and there will be danger of a de-
ficiency toward the end of the year if too high a standard is applied at
the present time.

(4) Establishment of a centralized control of the distribution
of curreney through representatives ¢f the Treasury and the Federal Reserve
Board in Washington. Irn order that the supply of currency may be conserved
and the actual circulation requirements of the several Reserve Districts met,
it is important to supervise the igsue and distribution of new currency through
some central organization in Washington which will constantly keep in touch
with the currency demends of the country and the supplies of currency on hand,
in reserve or in prospect and see ‘to it that a properly coordinated currency
progran is carried out.

{5) An understanding should be reached as to what kinds of currency
should be paid out, and in what denaminations., This involves, among other
things, the questions as to the circulation of Federal reserve bank notes and
silver certificates suggested in my letter of September 22, and perhaps further
questions as to the circulation of United States notes and gold certificates in
the higher denominations.

FISCAL AGENCY. MATTERS

~ (1) The question whether fiscal agency expenses will continue to
be absorbed by the Federal reserve banks on the present basis after the end
of the current fiscal year, should have consideration by the conference. Even
this year the Treasury has not called on the Federal reserve banks to absorb
all fiscal agency expenses, inasmuch as it makes reimbursement for expenses
related to new issues of securities and for certain other specified items.
The Treasury's estimates for next year's budget do not cover the reimbursement
of Federal reserve banks for general fiscal agency expemses, though it is ex-
pected that reimbursement will continue to be made out of the extended ap~
propriation for Expensesof Loans for expenses related to new issues on sub~
stantially the same basis as during the current year.
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(2) The 1922 program for the issue of Government Savings secure
ities should have -some consideration by the Governors conference., The
Treasury plans to discontinue the existing Thrift Stamps and War-Savings
Stamps, but to issue larger denomination securities in substantially the
form of the present Treasury Savings certificates. Several important changes
will be made in the form and terms of the certificates, and it is expscted
the movement will depend largely on the cooperation received from the Post-
master General, though the Treasury will probably wish to continue, at least
through the first half of the calendar year 1922, the skeleton savings organ=
izations now maintained at the Federal reserve banks.

(3) I should like to discuss briefly the question of methods of
allotment on subscriptions for Treasury notes and Treasury certificates, with
particular reference to the question whether it will be feasible to authorize
allotments in full on small subscriptions, This is a question which has been
considered from time to time in telegrams and correspondence between the Treasury
and the Federal reserve banks, and with which the Covernors are already familiar.

Practice followed by the Federal reserve banks upon deposits of checks
for credit to the Treasurer's account when the checks are on out-of ~town accounts
and are not sorted before deposit in accordance with the time schedules in effect
at the Federal reserve bank, It is important for the Treasury to know, for
example, whether the Federal reserve banks withhold credit in the Treasurer's
account and issue no certificate of deposit until the last item among the checks
deposited is collected, or it is the practice to average the time and issue a
certificate of deposit as of the average collection date for the items deposited.
It would be helpful, so far as possible, to have a uniform policy adopted.
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SUPPLEMENT II1

of
PROGRAM FOR SEPARATE CONFERENCE OF GOVERNORS

WASHINGTON ~ October 26 & 27, 1921

Furnishing Credit Information to Member Banks. (New York)
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Secretary's Minutes
GOVERMNORS CONFERENCE

October 25 = 29, 1921

Washington, D. C.

»
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In view of the fact that the topics considered by the Governors
were contained on Aifferent or supplementary progreams, reference in these
minutes will be understnod t» relate to topics on the Governors' Separate
Program, unless otherwise stated. The other programs will be referred to

ag.

Board's Joint Progrem

Supplement No. I ~ Board's Joint Program

Supplepent No. IT - Tressury Progranm

Supplement No. II - Treasury Pregrem (Fiscal Agency)
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GOVERNORS' CONFERENCE
October 25 - 29, 1921

First Day's Session, Tuesday, October 25

Morning
Joint Conference with Federal Reserve Agents and Federal Reserve Board.

The meeting was called to order at 10:00 o'clock a. ms
Fresent:

Secretary of the Treasury, 4. W. Mellon,

Under Secretary, S. P. Gilbert, Jr.,

Comptroller of the Currency, D. R. Crissinger,

Federal Reserve board, W. P. G. Harding,
Edmund Platt, Adolph C. Miller, Chas. S.
Hamlin an@t John R. Mitchell .

Federal Reserve agente Curtiss, Jay, Austin,
Wills, Hardy, MeCord, Heath, Martin, Rich,
Ramsay, Ramsey and Perrin.

Governors Morss, Strong, Norris, Fancher,
Seay, Wellborn, McDougsal , Biggs, Young,
Miller, Jr., Ven Zandt and Calkine.

ifr. Harrison, Secretary.

Go wernor Harding's Statement. Governor Harding read a memo-

rendum covering the three topics vhich had been listed on the program

for consideration by the Joint Conference, viz: (1) Efficiency and
econorty in administretion of Federal reserve banks , (2) Recent Develop-
ments in the par clearance system and suggested chenge in methods, (3)
Principles governing the discount rate. The Governor asked that each one
of these matters be considered separately by the aAgents' and Governors'
Conferences and that each report back to the Board at some subsequent
meeting. In concluding his remarke, Governor Harding emphazied that

it seemed desirable, if possible, to formulate a general policy regarding
rates of discount, from which there vould be no divergence except in une
usual or emergency cases, end the members of the conference were reguested
to discuss fully all questions invelving the principles of the discount
rate before reporting their cénclusions. ‘

Upon motion duly seconded, the Joint Conference adjourned at

1:00 o'clock p. me
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Firet Day's Seccion, Tuecday, October 25
Afternoon
Governorse' Separate Conference

The conference was called to order at 2:00 o'clock p. m.
Present:
Governore Morss, Strong, Norrie, Fancher,
Seay, Wellborn, McDougal, Bigpe, Young,
Miller, Jr., Van Zandt and Calkine.

Mr, Harrison, Secretary.

Election of Chairman and Secretary. Upon motion duly seconded

Governor Strong wae unanimoucly elected Chairman, and Mr. Harrison, Deputy
Governor of the Federal Reserve Bank of New York, Secretary of the confer-
ence, (See paragraph 31)

War Finance Corporation., Statement of Bugene Meyer, Jr., lManaging

Director, \ : !

Mr, Meyer referred to the invaluable service of the Federal re-
cerve banks in aseisting the War Finance Corporation in making cattle énd
other loans; expreecsed hie thankes for that cervice; and asked the governors
if they would further cooperate by providing additional personnel to asciet
the Corporation in the exercise of the new powers conferred by Section 24
of the War Finance Corporation Act, or by recommending men in member banks
who might be available to assist in such work. It wae understood that Mr,
Ontjes of the War Finance Corporation would submit a memorandum defining
in detail the number of men wanted and the character of seryioe which they
were to perform. Mr. Meyer left the meeting with an invitation to return
at 10:00 o'clock a, m, on Wednesday further to discues thece questions.

(See paragraph 53)

Aericultural Legiclation. Governor Strong discussed confidential-. .

ly the various suggestions which he has made concerning legislation in behalf

of the agricultural intereste, He referred to his discuseion with certain. . .
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Senators on the subject of the operation of the Cattle Loan Pool and
pointed out the necessity for a very definite cooperation on the part of
the Federal reserve banks with the functioning of the War Finance Corpora-
tion and the Cattle Loan Pool. He sqggested that each Federal reserve
bank in the agricultural sections might care to send a letter to each of
their interested member banks pointing out and describing the facilities
offered by the War Finance Corporation and the Cattle Loan Pool. He out~
lined what he understood to be the sentiment in Congress with respect to
agricultural legislation, and particularly with respect to certain proposed
amendments to Sections 13 and 14 of the Federal Reserve Act, and then sug-
gested that the conference consider a proposed plaf to amend the Federal
Farm Loan Act as an offset to other unsound legislation which might serious-
ly interfere with the effective operation of the Federal Reserve System.

Upon motion of Governor Van Zandt, it was

VOTED, 1in accordance with Governor Strong's suggestion, rthat the
conf erence meet, at 9:30 o'clock Thursday morning, with Senators Kendrick,
Stansfield, Wadsworth, Gooding, and Warren, and Governor Harding of the Fed-
eralvReserve Board, to discuss (1) proposed permanent agricultural legisla~
tion, and (2) what might be done by the Federal Reserve System in the L
meantime to make more effective the operations of the War Finance Corporation
and the Cattle Loan Pool. (Bee pa;agraphs 11, 43, 47, 55, and 80)

Governor Strong left the meeting at this point to telephone this
invitation to Senator Kendrick, and Governor McDougal was appointed tempor-
ary chairman.

Review of Program,

(a) Withdrawal and passage of certain topics. The Governors

briefly reviewed their program and agreed to withdraw topics V-A, V-B,

VIII-A and VIII-B; and to pass each of the following topics with the
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G 4.
underst anding that they be not concidered by the conference unless there

was time to do co before adjournment at thie session: l-A-l-a, l-A-l-c,

- 1whw2ea, I-A«2-b, I-A-3, I-A-4-a, I-A-4-b, I-D-1, I.D.2, VI-F, VI-H.

(b) Acceptance of report without digcusesion of topic. It was

agreel that topic I-A-1l-b should not be discussed, but that the report of
the Committee on Open Market Conditions and Operations should be accepted
and dictributed by Governor Fancher to esach c¢f the governors.

(¢) Topics referred to Committee. It was understood that topice

VII--A, VII-B and VII-C should be left on the program and referred to a com-

- mittee. (See paragraphs 79, 85),

At this point Governor Strong resumed the chair,

Statements for Precs. Upon motion of Governmor Calkins, it was

VOTED thaivno statemente whatsoever should be made to the press
except by the Chairman, in writing,

Topic 1 Supplement I - Board's Joint Program.
Practicability of putting into circulation the eilver
certificates and legal tender notes now held by Fed-
eral reserve banks so as to put the reserves entirely
on a gold basic.

There was general discussion of the circulation and supply of
silver certificates and legal tenders. Each governor reported that hie
bank has no undue accumulation of silver certificaﬁes or legal tenders, and
that those that are on hand are necessary to meet current demends or the

expected Christmas demands,

In conmnection with this topic, Governor Strong referred to the

problem involved in accepting national bank notes on deposit at Federal re-

serve banke (see Topic 2 Supplement II - Treasury Program; paragraph 39)
and suggected that inasmuch as it was necessary either to pay out or re-

deem such notes received on deposit, there was a certain conflict with the
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rrinciple of paying out silver certificates and legal tenders, and there-
fore the whole question of the amounts and denominations of the different
currencies to be printed and put into circulation should be referred to a
committee to define some uniform procedure, (See paragraph 39).
Topic 2 Supplement I - Board's Joint Program.
Desirability of restoring some gold certificates

1o cireulation by having Federal reserve banks pay
them out.

Each of the twelve pgovernors expressed himself as being opposed

1)

' N
to the policy of deliberately paying out gold certificates in order again\{ 2

to place them in circulation, although it was expressly understoo
«/V
each Federal reserve bank should always pay out gold withgut”ﬁﬁ} hesita-
L e

tion whenever demanded. Governor Strong was authorized so to report to
‘the Joint Conference. (See paragraphs39, 41),

Topic 3 Supplement I - Board's Joint Program.
Bxpediency of authorizing Federal reserve banks
to purchase in each calendar year the maximum
amount permitted under Section 18 of the Federal
Reserve Act {$25,000,000) of United States bonds
eligible as security for bank note circulation.

After general discussion of the question of purchasing 2% bonds
the terms of Section 18 of the Federal Reserve Act, it was

VOTED, upon motion of Governor Van Zandt; that Federal reserve
banks should purchase in aachvcalendar year the maximum amount permitted
under Section 18 (%25,000,000) at not more than par and interest, but that
if it is the desire of the Federal Reserve Board to do away with national
bank currency, the conference would favor a plan of amending the National
Bank Act so that the circuletion privilege would be denied to newly organ-
ized netional banks and to those national banks whose charters have ° .

expired and are being renewed. (See paragraph 39).
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Topic 1 Supplement II -~ Treasury Program.
Further discussion of the new designs for paper
currency, with particul ar reference to reduction
in size and the new models which have been sent
out to the several Federal reserve barnkse.

After a very considerable disecussion of the advantages and dig-
advantages of the new designs for paper currency, it was

VOTED upon motion of Governor Calkins, that the conference ap-
prove the general plan to reduce the size of the eurrency, but that addi-
tional safeguards should be made to prevent counterfeiting; that curremcy
experts in those Federsl reserve benks located near Washington should meet
with _the Treasury Officials to discuss these safeguards; and that no
change whatsoever should be made in the size of the currency until a
thorough investigation and consider;a.tion had been undertaken of the possgi~-
bility that uneasiness might result, particgl arly in the minds of the more
ignorant people, merely because of the reduction in the size of the paper.

( See paragraphs 39, 57),

Upon motion duly seconded, the conference adjourned at 6:10

o'clock p, m., until 9:30 o'clock a, m. October 26.
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Second Day'e Sespion., Wednesdav. October 26

Mornin
Governars'! Separate Cenference

The conference was called to order at 9:45 o'clock a., m.
Present:
Governors lorss, Strong, Norris, Fancher,
Seay, Wellborn, McDougal, Biggs, Young,
Miller, Jr., Van Zandt and Calkins.
Mr. Harrison, Secretary,

Agricultural Legislation - continued. (See paragraphs 4, 43,

47, 55, 80). There was general discussion of the subject of agricultural

legislation preparatory te Mr. Meyer's joining the conference at 10:00
o'clock. Governor Strong again suggested the propriety of a circular leét-
ter by the Federal reserve banks of the agricultural districts te their
member banks to indicate the pessibility of their borrowing in case of need
from the War Finance Corporation or the Cattle Lean Pool. Gevernor Strong
reiterated his opinion that it was very necessary at this time particularly
for the Reserve System affirmatively to show its desire to help in the pre-
sent situation. Certain of the governors reviewed the efforts that the
Federal reserve banks are now meking to cooperate in the manner suggested,
There was some discussion of the question whether or not the War Finance
Corporation is at this time prepared to make loans of the kinds contemplated;
but it was generally understond that the Federal reserve banks should de
everything possible to assist them in their efforts.

At this point Mr. Meyer joined the meeting. He referred to the
fact that in certainsections of the country member banks are still calling
cattle loans, and that in the minds of many bankers there is still consid-

erable doubt as to the continuation of their right to rediscount with the

. Federal reserve bank in those cases where they avail themselves of thé

privileges of the War Finance Corporation. He stated that it was very
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necessary to clear up this doubt in some such manner as that sugpgested

by Governor Strong, namely a letter or circular'to member banks to the ef-
fect that loans made through the War Finance Corperation will not of them-
selves 1imit the borrowing bank's line at the Federal reserve bank, al-
though the 1iability ‘to the War Finance Corporation would be considered,
like any other 1iability, in determining the condition ef the borrowing
banlk,

At this point Mr. Meyer left the meeting.

It was thereupon understood, without formal vote, that the
governors of the Federal reserve banks in the cattle districts would con-
sider the matters raised by Mr. Meyer and report back to the conference
on Thursday,

Invitation to meet Sir Drummond Fraser. Upon motion of Governcor

McDougal, it was

VOTED that in view of the meny topics to be considered by the

governors in such a limited time, it would be impossible to accept the in-

vitation to the luncheon to meet Sir Drummond Fraser.

Topic I-B-1, Scope of Fligibility Committee. Upon motion of )

Governer Calkins, it was

VOTED that it shall be the function of the Eligibility Committee
ofveach Federal reserve ﬁank (1) to pess upon the technical eligibility of
paper presented for discount, and (2) to pass upon the desirability of such
paper from a ecredit standpoint.

Topic I-B-2., Uniform procedure of eligibility committess of the

regspective banks in reporting conclusions to each
ather.

It was understood that the action taken in connection with topice

1-B-1 disposed of this tepic.
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Topic I~C. Acceptance by member banks of payments in full or
in part of notes rediscounted with the Federal re~

serve bank.

Upon mgtion_ of Governor Young, it was

VOTED +that the Secretary of the Conf erence address a letter to
the Comptroller of the Currency requesting that all national bank examiners
be asked to look out for cases coming within this topie; to call attention
to its criminal fea’cures; and to make a report of the cases to the appro-

priate Federal reserve bank,

Topic I~-E. Rediscounting non-negotiable notes. Governor Calkins,

in discussing this topic, pointed out “t,ha‘t"‘any note which bears evidence
that it is secured by a chattel or other mortgage is non-negotisble in most
statea and ‘t‘bat an a!‘f ort should therefore be made to procure uniform
clfaa’ctel mortgage prccedﬁre. It was ‘theA sense of the conference that Govere
nor Calkins should ob;bain an opinion from his attorney on this subject, to

be forwarded to all Federal reserve banks, and that Governor Calkins should

prepare a draft of circular, based upon that opinion, to be forwarded by all

Federal reserve banks to their members.

Topic I-F, Should the Federal reserve banks discontinue re-
discounting for member banks notes of nonmember
* banks secured by Government obllgatlons"

It was understood without vote that this topic would be withdrawn
from the program in view of the fact that the Federal Reserve Board has is-

sugd a ruling ;uxth_orizing Federal reserve banks to rediscount nomfxembez*

paper for thelr members.

Topic 1~G. _(.§um31ement 3) Furnishing Credit Information to
Member Banks,

Upon motion of Governor Calkins, it was

VOTED that it is the sense of the conference that Federal re-
serve banks shall not furnish credit information to member banks, or to any

other bank, except the Federal reserve banks and the War Finance Corporation.




®
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Topic IT-A. Report of Collection Committee. Mr. Harrisen,

ghairman of the committee, reported that because of his enforced absence
in Washington on other matters the greater part of the summer, it was im-
possible for him to have a regular meeting of the collection committee,

but that he and Mr. Logan had had informal discussions of the matters re-

ferred to the collection committee fer disposition. He sgbmitted to the

conference an informal report of the conclusions reached by him and Mr.
Logan, but pointed out that the report had never been considered or approved
by Mr. Walden, the third member of the committee. His report recommended
(1) that the two paregraphs printed on pages of the record be
inserted in the appropriate collection circulars of each Federal reserve

bank, (2) that each Federal reserve bank forward to each other Federal

reserve bank the appvopriate letters grinted on pages of the record

whenever it has authorized its members to send cash or non-cash items direct

to other Federal reserve banks for collection, and (3) that each Federel
- reserve bank forward 4o all of its member banks the letter approved by

the last conference of governors, printed on peges of the record,

concerning the direct routing of non-cash collection items payable in other

Federal reserve districts.

Upon motion of Governor Seay, it was
VOTED that all ef the matters submitted by Mr. Harrisen be re-

4
ferred to the governors each of whom shall report back to Mr. Harrigon any

'suggested thanges that might appear to be necessary before their uniform

adoption By the Federal reserve banks.

Topic I1-B-1. Final advice of payment of items for which
available funds have not been received.

Upon motion of Governor McDougal, it was
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VOTED . that all Federal reserve banks adopt a policy of not ad-

vising payment of collections until available funds have been received.

ngic'II~B~2. Advigability of Federal reserve banks placing
the non=-respongibility clause upon bills of

Lading attached to drafts handled for collecs

Yion. . Desirability of unifoym procedure by
all reserve banks.

Upon motion of Governor Calkings, it was
VOTED that all Federal reserve banks discontinue to use non~
responsibility clauses upon bills of lading attached to drafts handled for

collection.

Topic 11-B-3, Reguirement of certified check on delivery of

drafts w1th gecurities or bills of 1ad1ng_at«
aggeg.

Governor Norris stated that this topic was merely an inquiry on

. his part, to whieh all governors replied that their banks required cash or

certified checks on delivery of drafts with seeurities or bills of lading

Topic 1I+B-4, gnlfogg method of handling railroad drafts, in-
i , gurance company drafts, payable at or throgg_

banks, also certificates of deposit.

During the course of the discussion of this subject, Governor

Fancher'

MOVED that,railroad'drafts, insurance tompany drafts, and demand
certificates of deposit not bearing interest, might be considered as cash
items and ineluded in cask letters. But it was objected by some of the

governors that railroad drafts and insurance company drafts, for imnstance,

could not be handled as cash items in some districte. Whereupon, it was

MOVED by Governor McDougal that the matter be left as it now is,
it being impossible to have unif ormity.

Govgrncr Fancher thereupon withdrew the topic.

S://fraser.stlouisfed.org
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Topic II.B-5, Liability of collector of time itemec when
check or other evidence of payment ig ac-
cepted which proves to be bad.

It appeared from the discuscion that thie topic was placed upon
the program by Governor lMores as the result of a.misundeystanding between
the Federal Recerve Bank of Boston and the Federal Reserve Bank of New
York. It was understood that the topic would be withdrawn and that the
two banke concerned would take up and adjust the matter by correspondence.

Topic II-B.6.a. Deduction of exchange on demand certificates

of deposit end time certificates of deposit
sent for collection at maturity.

Governor lcDougal stated that no action was asked on this topic.

Topic II-B-6~b, Deduction of exchange on checks protested and
returned for non-pavment when reforwarded for
collection and paid by drawee bank,

Upon motion of Governor Seay, it was

VOTED That it ic the concensus of opinion that exchange should
not bs deducted by the drawee bank on checks protested and returned for
non-payment, even though they be handled aes collection iteme.

(273 Topic II.C-l. Decirability of the Federal recerve banke ec-
tablishing a uniform practice in handline check
collectione, with the aim of making the methods
of handling checks (including checke on gavings
banks and certificates of depogit) for member
banke, so far ac is reaconably poscible, as
were thesce trasactions of the banks with their
city correspondents.

It was informally agreed to pase thig topic as having been sube
stantially disposed of by the discussion and action under Topic II.B-4.
(See paragraph 23)

(28) Topic II-C-2. Identification symbols on member banke' checke.

. Thie topic was pasced, it being the sense of the conference that

thie ie an inopportune time to prese the matter.

Jitized for FRASER
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Topic I1-C-3. Desirability of uniform practice in filing
claims on bshalf of member banks by Federal
reserve banks and their branches of transit
items involved in bank failures.

»Gpw»ﬂmtionﬂqvaovernor Seay, it was
VOTED that a uniform policy be adopted whereby each reserve
bank will file claims for its indorsers {including other reserve banks and

branch banks, as well as member banks) whether or not requested to do so,

unless it has been expressly insiructed not to do so.

Independent Conferences of Governors, After general discussion

it was informally understood to be the sense of the conference that Gover-
nor Seay, as one of the two governors gppcinted by the Federal Reserve
Board to discuss the continuance »f group meetings, report that independ-
ent conferences of governors at plaees cther than Washington (in addition
to the regular conferences now held in Washington) would be more conducive
of the successful conduct of the affairs of the Federal reserve banks than
the p;esent so-called group meetings. (See paragraphe 42, 46, 76, 86).

Election of Chairman end Secretary for next Conference. Upon

motion of Governor Van Zandt, it was

VOTED that Governor Strong be made Chairman and Mr. Harrison,

Deputy Governor of the Federal Reservs Bank of New York, be made Secretary

for the next conference of geverners. (See paragraph 2)
Upon motion duly seconded, the conference adjourned at 1:00

o'clock p. m., until 2:00 e'cleck p. m.
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Second Day's Session, Wednesday, October 26,
Afternoon :
Governors' Separate Conference.

The conference was called to order at 2:00 o'clock.

Present :

Governors liorss, Strong, Nerris, Fancher, Seay,
Wellborn, McDougal, Biggs, Young, Miller, Jr.,
Van Zandt and Calkins.

Mr. Harrison, Secretary.

Topic II-C=4, Letters to banks calling attention to failure
to pive reason for non-payment of checks re-
turned.

After discussion, during which it appeared that most of the
Federal reserve banks pursue the practice of writing to member banks

calling attention to their failure to give the reason for non-payment

of returned checks, Governor Biggs,requested that this topic be

passed.

Topic II-C-5. Check Collections - Final advice of payment
of items which have previously been advise
as outstanding. 2

This topic was passed with the understanding that Govemors
Young and Biggs endeavor to see what they can do to make their
present advices of "no longer outstanding" a little more definite, so
as to indicate, if possible, whether the item which is no longer out-

standing has been "paid" or "returned unpaid,”

. T~ : : :
Topiec II-C-6., Immediate credit for officers checks issued
by Federal reserve banks.

Upon motion of Governor Seay, it was
VOTED that it is the sense of the conference that immediate
credit be given for officers checks issued by Federal reserve banks.

Topic II-C-7, Par Clearings in the Sixth District.

Governor Wellborn read a report on the status of the par
clearance case now pending against the Federal Reserve Bank of Atlanta.

The report was received with thanks and ordered printed in the record.

(see page




_Topic II-C~8. Removing the 1imit from Federal Reserve
Exchange Drafts.

Governor Seay moved that the 1imit on Federsgl reserve exs
change drafts be removed, but, upon motion of Gevernor Celkins, duly
seconded, it wes

VOTBD that this topic be postponed until the‘next confor=
ence of governors in ardér that the seversl governers miéht heve en
spportunity in the meantime to ptudy it and be prepared 'to report
back at the next conference , it being understood thet the Chairmen
would have the topic placed upon the next progrem.

Tepic I-A4. Uniform practice in handling benkers accepte
ances taken from brokers under repurchess

There wee & long Aiscussion by ell of the governors with ref-

srence to the present Bractice' of the Federsal Reserve Banksef New York,

Sen Frencisco and Boeton in buying bills from brokers under resgele

 egreemente end discounting those bille for the term of the resale agree-

raser.stlouisfed.org

ment rather than to the maturity af the bille. It was pointed out by
the Cheirman thet this arrangement , while believed 16 be necessary in

order of fectively to develep the bill market in the finenciel centers,

results in avpurchase by the Federal reserve bank of bills at prices

in excess of their velue at the time 6f purchase « Without fermal

action, it was understood that thie metter would be taken up by the

Cheirman with the ®fficers of the Federal Reserve Bank of New York and
that he would report bask to the Federsl Reserve Banks ¢f St. Louis,
Boston, Sen Francisee, Chicagoe and Clevel and.

Report of action ef Governors' Conference on certuin topics
covered by Supplements I end II (See slso paragrephs 41 and 57)

At this paint Mr. Gilbert, Under Secretary of the Tremsury,
joined the meeting and after his disecussisn of certain confidential

matters, concerning the issue of Certifieates of Indebtedness, the
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Chairman reportsd to him the action taken by the conference at its meet-
ing on Tuesday concerning the topics on the Treasury program: (See paras
graphe 10, 41, 57)

Topice I Supplement II .. Treasury Program:

That it was the sence of the conference to approve the general
plan to reduce the size of the currency, but that additional
safeguarde chould be made to prevent counterfeiting; that
currency experis in thoce Federal recerve banke located near
Waghington chould meet with the Treasury Offieials to discuse
these safeguards; snd that no change whatsoever should be
made in the size of the currency until a thorough investiga-
tion and conesideration had been undertaken of the poseibility
that uneasinees might result, particularly in the minde of
ignorent people, merely because of the reduction in the cize
of the paper, (See paragraph 10)

Mr. Gilbert etated that it waes the policy of the Treasury De-
rartment to proceed with caution in thie matter; that while the
Treasury wae committed to a new design for the paper currency, the

uestign of eize waes still debatable.

%

Upon motion of Governor Van Zandt, it was

n

VOTED +that a currency man from each of the Federal Ressrve

Banke of New York, Philadelphia, Chicago, Boston and Cleveland be gent
to meet w*tn the Treagury Officiale upon call of lMr. Gilbert.
Governor Strong tlen continued his report

Topic 2 Supplement II - Treacury Program, also
Topic 3 Supplement I - Board's Joint Program
That the conference had voted that Federal reserve banke should
purchase in each calsndar year, at not more then par and ine
terest, the maximum amount (%25,000,000) of United States bonds
eligible as security for bank note circulation, but that if it
be the decire of the Federal Reserve Board to do away with
national bank currency, the conference would favor a plan of
amending the National Bank Act go that the circulation privi.
lege would be denied to newly organized national banke and to
thoce national banke whose chartere have expired and are belng
renewed, (See paragrapn 9)

In this conmmection he further reported that the majority of the

. povernors were of the opinion that Federal reserve banks should not be=

come the future einke for diepoesition of national bank notes, but that

pitized for FRASER
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they should, upor receipt, either pay them out or Yeturn them to the

Trqasury for redemption (paragraph 7). chernvor St rong expressed his
personal opim’.o_n that irf national bank notes are to be retir.ed‘ Sectiop»
18 of the Federal Reserve Act should be amended so as to pemmit ‘Fedéral
reserve banks to convert 27 bonds bought by them into seme other

bonds that would bear a ‘higher open market value.

It wes further reported

Topic 5 Supplement II - Treasury Program, alse

Jopic 1 Supplement I ~ Board's Joint Progrem

That none of the Federal reserve banks had accumulated silver
certificates or legal tenders other then what is necessary
to meet their current demands or the expected Chrisimas de-
mands, (8ee paragraph 7)

" Topic 3. Supplement II - Treasury Progrem.
The Btandard of curwency to be applied by the

ZIreasury and the Federal reserve benks  ete,

Sﬂggl%egg II - Treasury Program. ’
Establishment of a eentralized comtrol of the
distribution of currency through renresentas
V" pgi . the ireas AXig ﬁ*l g I e h"»__ Hese ‘ve 5
Board in Washington ete, SEam e

B

Su ent II - asur y »
An understanding should be reached as to what

kinds of currency should be paid out, and in
what dengminati ons, etc,

The matters presented in these three topics were discussed
et some length by the members of the conference with lr, Gilbert,
It was the concensus of opinion that the currency problem should
be considered as 2 whola in order to adopt some uniform basis of sort-
ing and payment in all Federal reserve banks, Governor Strong stated
that in his opinion the old poliey with reference to the order in
which currency should be paid out by Federal reserve banks should be
emended so as to have the order of payment as follows: (1) national
bank notes, (2). sil_ver‘ certificates; (5) legal tenders, and there-~
after Federal reserve notes and Federal reserve bank notes; although
it was pointed out that this order of preference was subject to alter-
ation to suit the demands for denominations. In order, therefore,
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that the problem might be considered as a whole, it wase

VOTED upon motion of Governor Fancher, that the conference
recommend to the Federal Reserve Board that it ie desirable that a pers
manent currency committee be appointed by the Treasury Department, with
a reprecentative of the Federal Reserve Board on the committee, which
ehall be charged with the study of topice 2, 3, 4, and 5 (Supplement II -
Treasury Program) and with the adminietration of the issue of currency,
the adjustment of denominations, and the establichment of standarde of
fitness, etc. ; that committee to confer from time to time with the

g

currency committee or other proper officers of each Federal reserve bané;zéxzkfy

—

(See paragraph 63)

Further report of Governors' Action on topice covered by
Supplements I and II (See paragraph 39)

Governor Strong also reported to Mr, Gilbert that the confer-

ence on Tuesday had been unanimously of the opinion

Topic 2. Supplement I - Board's Joint Program

That gold certificates should not be paid out in order
again to place them in circulation, although it wase
expressly understood that each Federal recerve bank
should always pay gold without any hesitation whenever
demanded. (See paragraph 8)

Upon the conclusion of thies discussion it wae understood that
Mr, Gilbert should meet with the conference on Thursday morning at 11:00
o'eclock.

Independent Conferences of Governore. (See paragraphs30,
46,76,86)

Governor MeDougal made a report for the committee appointed
to confer with two of the Federal Recerve Agents on the subjeqt of group
meetinge. He ctated that the represcentatives of the Fedleral Recerve

Agent ¢ were of the opinion that group meetings should be continued, but
that, when the representatives of the Governore advised them Qf the
. fealing of the Governors with respect to group meetinge, they would re-
congider the matter with the Agents and report back.
Upon motion duly ceconded the conference adjourned until

morni Qetober 27 9:30 o'clock.
itized for FRASER Thursday morning, Dby » 8% 3
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Third Pay's Pession, Thursday, October 27
: © Morning
8! Separate Conference.

The conference was called to order at 9:30 o'clock a. m.

Present:

Senators Kendrick, Warren, Stansfield, Gooding
and Wadsworth,

Governor Harding, Federal Reserve Board,

Governors Strong, Norris, Fancher, Seay,
Wellborn, McDougal, Biggs, Young, Miller, Jr.,
Van Zandt and Calkins,

Mr. Harrison, Secretary.

Agricultural Legislation - continued (See paragraphs 4, 11, 47,

55, 80)

The conference met with Governor Harding and the Senators listed
gbove for the purpose_of discussing the program which Governor Strong had
outlined to the conference on Tuesday afternoon, October 25, and Wednesday
morning, October 26, (paragraphs 4 and 11), The Chaimman reviewed the
discussion which the conference had had with respect to the desirability of
additional legislation in behalf of the agricultural interests. He stated
that while the Cattle Loan qul and the War Finance Corporaﬁion were prov-
ing of vast assistance in aiding the cattle interests in the present emer=
gency, and that while the Federal reserve banks were anxious to aidvthem
in every possible manmer in their oéerations, nevertheless these facilities
were, hecegsarily, temporary in their naturevand that it was, therefore,
‘quite generally agreed by the conferefice that s0me permanent 1egislation
should be effected to care for the requirements of the agricultural and
cattle interests in the matter of loans running from six months to three
years. In emphasi;iﬁg the desirevof the Federal reserve banks to aid thg

‘ War Finance Carporatioh and the'Cattle Loan Pool in the successful conduct

of their powers he stated that the governors were considering with
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Mr. Meyer, Managing Director of the War Finance Corporation, the possibility
of addressing some letter to member and non-member banks in the cattle dis-
tricts calling attention te the facilities which are offered by the War
Finance Corporation and the Cattle Loan Pool, although he also pointed out
that the Federal reserve banks have no authority to require member banks to
make any loans they do not want to make or to prohibit their making any
loans that they might care to make.

The Chaimman referred briefly to the proposed plan of legislation
(previously discussed infommally by him with Senator Kendrick and. other
senators) to provide a permmanent machine to fumish the intemediate credits
desired by the agricultural interests, by an extension of the powers of the
Federal Land Banks, and called attentisn to certain difficulties that indivi~-
dual governors had suggested must be covered, such as the necessity of exempt-
ing indorsements on loans made through Federal Land Banks from the restrictions
of Section 5202 of the Revised Statutes, the necessity of permitting loans
to be made through incorporated live stock loan canpanies as well as through
other banking institutions, the necessity of insuring against a wholesale
exodus from the Federal Reserve System, and the necessity of providing suit=
able facilities to the Federal Land Banks to pemmit their passing intelli=-
gently upon questions of credit involved in loans of this character.

Governor Harding at this point suggested the possibility of
amending Section 13 of the Federal Reserve Act so that Federal reserve banks
may rediscount for member banks a limited amount, not exceeding their cap-
ital stock for instance, of live stock loans running for two or three years,

with the proviso that such loans should not be eligible as security for

. Federal reserve notes and should be limited in amount to 50% of the sur-

plus of the discounting Federal reserve bank.
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Each of the governors at the confsrence was then given an oppor-
tunity to express his views, and it was the general opinion that the proper
means of meeting the needs of the agricultural interests was to amend the
Federal Farmm Loan Act in the general manner which had been discussed with
such qualifications as might be necessary to cover the additional points
mentioned above.

Senator Kendrick stated that while in his opinion the present
credit system of the country might be sufficient ordinarily to care for the
needs of agriculture, neverfheless. in times of any extraordinary or undue
strain, ii was unable to provide the requisite credit and he statgd that
he thought it might therefore be desirable to enact legislation amending
‘thﬁ.Fedﬂral Farm Loan Act somewhat along the lines suggested, and not to
amend the Federal Reserve Act by permitting reserve banks to make two and

 three year loans.

Senator Warren stated that it was apparent that the members of
the conference apprecisted wﬁat was needed and suggested that they devise
or propose some definite plan that would meet the requirements of the agri-

cultural interests.

Senat or Stansfield referred to the fact that while the livestock

interests are now receiving help from the $50,000,000 Cattle Loan Pool and
" War Finance Corporation, nevertheless the War Finance Cprporation ceases
to function én July 1, 1922, and that therefore it is importgnt that we have
something to take the place of the gap which will result from the withdrawal
. of the War Finance Corporation and the Cattle Loan Pool.
Senator Wadsworth said that he believed it would be desirable to
have the Farm Loan banks deal through other banks or cattle loan companies,

and not deal directly with the borrower.
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Senator Gooding expressed it to be his opinion that the two or
three year credits needed by cattle raisers were credits which might well
be provided through the Federal reserve banks, and that this whole matter
should be considered with caution unless it is desired to develop two
banking systems to do the everyday banking business of the country. He
stated that he was much pleased with the broad view taken by the conference,
and expressed the hope that they would succeed in working out something
that would give the livestock interests some relief with a little cheaper
money.

In conclusion Senator Kendrick stated that he felt the confer=
ence was fairly well agreed on the thing that was needed and asked whether
the conference would outline some legislation along the lines proposed.
Governor St rong replied that the matter was still under discussion by the
conference, and that they could not come to any conclusion until they had
had opportunity to discuss it further.

At 11:30 o'clock Senators Kendrick, Warren, Stansfield, Wadsworth
and Gooding retired.

After the Senators had withdrawn Governor Strong, by way of
summary, stated that there were four possible means of dealing with the
situation, viz:

1. To continue the functions of the War

Finance Corporation beyond July 1, 1922;
2. To amend the Federal Reserve Act so as to

permmit Federal reserve banks to advance

long time credits to the agricultural

interests; :

-To amend the Federal Farm Loan Act so as
to permit of Federal Land Banks making
the necessary loans from six months to

three years;
4. To do nothing.

. Each of the governors, with the exception of Governor Wellborn, in express-

ing his own personal opinion, favored the third plan, aithough some of them

said that they would like to discuss the matter with their directors, or to

pitized for FRASER
://fraser.stlouisfed.org




a2

have another conference of the governors to consider it after delibera-
tion. Governor Wellborn expressed it to be his opinion that it was not
necessary to do anything inasmuch as he believed the Fedaral Reserve
System cou1d take care of the situation without further amendment . After
a}l the governors had given their yieWS, Governor Strong stated that the
necessity of doing something affimative was apparent, not only to provide
the necessary credits to the agricultural interests, but also to forestall
legislation injurious_to the Federal Reserve System and the entire credit
st ructure of the country. He suggested that it was not proper at this
timg for the governors to recommend any form of_biLl or amendment to the
Farmm Loan Act, but that the principles which have been discugséd and the
Suggestionslwhich‘have been made should ba'defined in some sort of a report
to be submitted to the_Federal Reserve Board as an expression of the per-
sonal opinion of the governors attending the conference.

Whereupon, on motion‘of Governor Seay, it was

VOTED that the Federal Reserve Board be advised that this opinion

That the War Finance Corporaticn should not
be continued beyond July L e,

That no new corporations or new system of
barking should be created;

That the Federal reserve banks should not be
authorized to make long time loans; but

That the Federal Farm Loan Act should be
amended in the manner suggested, with
proper saf eguards against the exodus of mem=
ber banks from the Federal Reserve System,
and with such other necessary provisions as
those previously discussed.

Upon motion of Governor Fancher, it was

VOTED to appoint a committee consisting of the Chairman,

. Governors Young, Calkins, Seay, and Norris, and Nr. Harrison, to prepare

the necessary statement of the principles discussed for submission to the
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Federal Reserve Board. (See paragraph 47)
At this point Mr. Gilbert joined the conference.

Topic 1. Supplement II1 - Treasurv Program (Fiscal Agency)
The question whether fiscal agency expenses will
continne to be absorbed by the Federal reserve
banks on the present basis after the end of the
current fiscal vyear.

After a short preliminary discussion by Mr, Gilbert, some of the
governors stated that their directors did not feel in a position to pass
the resolution previously requested by the Treasury Department to the ef-
fect that the Federal reserve banks would in future sbsorb certain fiscal
agency expenses. After a short open discussion in which it was pointed
out that while the more correct system of accounting would be to have the
Treasury Department reimburse the Federal resgrve banks, nevertheless
since it is‘probable that Federal reserve banks must legally assume expenses
incident to the performance of fiscal agency functions, when Congress makes
no appropriation fer their reimbursement, it was understood that the pre-
sent procedure will be continued and that no action by the conference is
now required one way or another.

Pending Bill for the Relief of Persons who subsgcribed for Bonds

through Failed Banks.,

Governor Norris asked whether it would be advisable for the con-
ference to take any action with respect to this bill. Mr. Gilbert stated
that he believed it would be inadvisable to do so, particularly as the

Treasury hed opposed the bill in its present form.

Upon motion duly seconded the conference adjourned at 1:30

o'clock p. m. to reconvene at 2:30 o'elock p., m.
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Third Day's Session, Thursday, October 27
Afternocon
Governors' Separate Conference.

The conference reconvened at 2:30 o'clock p. m.
Present:

Governors Morss, Strong, Norris, Fancher,
Seay, Wellborn, lMcDougal, Biggs, Young,
Miller, Jr., Van Zandt and Calkins.

(Mr. Harrison, Secretary, temporarily absent )

Topic 1 Board's Joint Program.
Efficiency and economy in administration of Federal
reserve banks.

It was poir_ltedrout that efficiency and economy in the operation
of the Federal reserve banks might best be promoted by complete discussions
and definite action at conferences of governors, followed by compliance by
all reserve banks with the conclusions reached at those conferences. In
order_'_ carefully to prepare for the action taken at those cor;fex"ences, it
was thought to be advisable to have the advice and thought of the best
technical men in the System, who might properly discuss the questions pre-
sented in advance. The thought was expre'ssedq that the Governors® Confer-
ences at this time are not conducted in a manner calculated to promote ef-
ficiency and economy in operation of the Federal reserve b;nka {see para-
graphs 30, 42, 76, 86), and after full discussion it was "

VOTED wupon motion of‘ Govemor Calkins to be the sense of the
~ conf erence that while the governors of the banks individually are a_pplyipg

their best efforts to increasing the efficiency of opgtat_ion in their re=

spective banks, nevertheless their efforts would be muoh more effectivg if

given an opportunity, without restriction, to call conferences_s fqr die~

cussion when and where they see fit, and to call conferences of the pperat-

. ' ir_lg men or speclialists for the purpose of comparing the sy‘stems in the

twelve banks and determining upon the basis of those systems, and reporting

back to the governors. |
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Upon discussgion of the question of economy, it waes pointed out
that in each bank a comprehencive investigation of coste ie being made
and opportunities of reducing coets being availed of. Whereupon it wae
underetood, without formal vote, that the above resolution aec to effici-
ency of operation should aleo cover the question of economy.

Agricultural Legieclation - continued (See paragraphs 4, 11, 43,

Bhs 80).

Mr., Harrieon returned to the conference and reported the sub-
gtance of a convercation which he had had with Mr. Anderson, Chairman of
the Joint Commiseion of Apricultural Inquiry, relative to the morning's
discuseion concerning agricultural legislation. He stated that lMr.
Anderson had requested that no formal action be taken by the governors
or the Federal Reserve Board at thie time, or until the Agricultural Com=-
migsion had had opportunity either to make ite report or propoce a bill
covering thies subject. Thereupon there was further discussion of the
entire queetion of agricultural legislation and the proposed plan to amend
the Farm Loan Act.

Governor Strong, in order to emphagize the fact that the Federal
Reeerve System is still subject to pressure, read a letter addressed to
Governor Harding by the Governor of Iowa (cee pages of the record)
transmitting a resolution pacced at a conference of the governors of nine
of the agriculiural statec urging a more liberal policy Qn the part of
thé Federal reserve banks toward agriculture, especially with respect to

rediscount ratec. He alco read a letter addressed to Governor Harding

by the Governor of Nebracka (eee pages of the record) urging that

member banks and Federal reserve banke do something to insure agricultural

interects getting credit at cheaper rates.
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In the open discussion it was urged that any agricultural bill
vhich might be prepared shauld bLe drawn so as te provide that the facil ities
might be extended by the Federsl Land Banks through cattle loan companies
as well as through banks, trust companies, etc; that Federal reserve banks
should be permitted to rediscount for Land Banks' peper within a matur ity
of six months, instead of ninety days as had been suggested; that the
indorsements on loans made through the Federsl Land Banks should not be
subject to the limitations of Section 5202 of the Revised Statutes; and
that some provision similar to Section 27 of the War Finance Corporation
Act, concerning exsminations and reports by the Comptroller of the
Currency, should be placed in any bill that might be drafted.

It was understond, without action, that Governor Strong was to
take up these matters with Chairman snderson and report to him that in his
opinion, as the result of the views expressed by the CGovernors, it would
be desirable to incorporate these suggestions in the proposed bill.

Vhereupon, upon motion of Governor Csalkins, it was

WIED that the previous action { see paragraph 43) of the
conference in appointing a committee to dreft a statement for presenta-
tion to the Federal Reserw Board should be rescinded.

Jopic 2. Beard's Joint Program

Recent Developments in the Par Clearance System and
guggested changes in methods.

After discussion of the proposed changes in the method of handl-
ing the par clearance of checks, it was

VOTED, wupon motion of Governor Wellborn, that for the present
the Federal Reserve Doard postpone (1) the issue of a circular defining
the charges which might be imposed by member benks for the collection of

checks clearcd through the Federal reserve banks, and (2) any change in
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the par clearance system which would provide for a charge to be imposed
by Federal reserve banks for the collection of checks bearing the indorse-

ment of non-par banks., (See paragraphs 52 and 84)

At this point Governor Strong withdrew and Governor NeDougal

took the chair.

Topic 3., Board's Joint Program..
Principles goverming the Discount Rate.

The governors gave careful consideration to that part of Governor
Harding's opening address concerning the principles governing the discount
rates and discussed at some length the various views quoted in that address.

Governor l'cDougal referred to the principle which the Federal
Reserve Bank of Chicago had considered, that is, that if the reserves of the
System are to be available for the legitimate requirements of business and
for gll emergencies, the discount policy should be such as to hold rates a8
high, or slightly higher, than the going rates in the large commercial cen~-

ters. It was understood that this topic was to be further considered at

- 9:30 o'clock a. m. Friday. (See paragraphs 49a, 50 and 54)

Upon motion duly seconded the conferences adjourned at 6:00

o'ulook 1. M




Fourth Day's Session, Friday, October 28
G Morning
Governors' Separate Conference.

The conference was called to order at 9:30 o'clock a, m.
Present:

Governors Morss, Strong, Norris, Fancher,
Seay, Wellborn, McDougal, Biggs, Young,
Miller, Jr,, Van Zandt and Calkins.

Mr, Harrison, Secretary.

Topic 3. Board's Joint Program.
Principles governing the Discount Rate. (See paragraphs 49,
50 and, 54)

Governor Strong expressed his views on the subject of discount rates
and stated that there were a variety of considerations necessary in determining -
rates: firet, the amount or percentage of the reserves of the bank of iséue, -
whether they are unduly large or dangerously low; second, the relation be-
tween the rate at which the reserve bank manufactures credit and the rate which
credit bears in the open market (our problem in this regard is much different
from that of England’ where there is really only one market rate, and not a
variety of rates as in this country so that it is difficult, if not impossible,
to fix reserve bank rates in all distriets above the market rates, especially
in states where usury laws permit very high rates of interest); third, the
temper of the public, - whether it is in a speculative or depressed mood; end
fourth, the relation between the cost of credit and prices generally,:although
it was stated that while prices are affected by the bank rate; nevertheless

the bank rate should not be fixed with a view to adjusting prices.

At 10:00 o'clock the conference of governors adjourned to meet in

. joint conference with the Federal Reserve Board, the Federal Reserve Agents,

and Mr, Gilbert, Under Secretary of the Treasury.
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Fourth Day's Session, Friday, October 28

Morning
Joint Conference with Federal Reserve Board and Federal Reserve Agents

The joint conference was called to order at 10:00 o'clock a. m.

Present :

Federal Reserve Board, Harding, Miller, Hamlin

" and Mitchell.

Comptroller of the Currency, D. R. Crissinger

Federal Reserve Agents, Curtiss, Jay, Austin,
Wills, Hardy, VcCord, Heath, Martin, Rich,
Ramsay, Ramsey and Perrin. '

Under Secretary of the Treasury, S. P. Gilbvert, Jr.

Governors Morss, Strong, Norris, Fancher, Seay,
Wellborn, McDougal, Biggs, Young, Miller, Jr.,
Van Zandt and Calkins.

Vr. Harrison, Secretary.

Topic 3. Board's Joint Program.
Principles Governing the Discount Rate (See paragraphs
- 49,492 and 54)

Governor Harding outlined his own personal ideas with respect
to Federal reserve bank discount rates, stating that each Federal re=~
serve bank has power to fix its own rates énd that while the Federal
Reserve Board would be reluctant to interfere with the judgment of the
directors of the reserve banks, and would never so interf ere where the
discount rate concerns any one bank alone, neviertheless it might have
1o do so whenever a reserve bank insists on remaining out of line with
the general rate policy of the whole system. He stated it .to be his
opinion that the psychological moment kas now arrived when the peserve
banks might properly reconsider the whole dquestion of rates. He saild
that in his view it would be impossible to keep the reserve rates above
market rates in sore of the. ;statas, or to fix the rates of all twelve
banks on a unif orm basis. He thersupon suggested a general plan of
rate revision that might be considered by the several banks. Each

governor, each rember of the Board present, and Mr., Gilbert then ex=-

. __pressed their views relative to Govermor Harding's remarks.

Upon conelusion of the discussion, all governors agreed to

give their directors a complete picture of the views expressed for
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their advice and information.

Topic 2. Supplement I - Board's Joint Program
Desirability of restoring some gold certificates to
circulation by having Federal Recerve Banks pay them out.

Governor Strong reported the unanimous opinion of the gov-
ernors (paragraphs 8 and 41) that it would be a mistake at this time to

pay out gold certificates, although he stated that they were all in

entire agreement that reserve banks should pay out gold without hesi-

tation upon demand,

Topic 2. Board's Joint Program
Recent Developments in the par clearance svystem
and suggested chanres in methods.

Goygrnor Strong reported the unanimous opinion (see paragraphs
48, 56 and 84) of the governors that there should be no fundamental
changes in the par clearance system pending the se¥tlement of the action
against the Federal Reserve Bank of Atlanta, and stated that they were
unanimously opposed to the adoption of the proposed plan fo have Federall
reserve banks make a change for the collection of checks bearing the
indorsement of non-par banke, as well as to the issue of a ruling cover-
ing the eharges which might be made by member banke for the collection
of checks cleared through Federal reserve banks. It was understood;
however, that in view of Governor Harding's statement that it might

be concidered helpful to the Atlanta bank in the pending case, the

.governors would report back on the desirability of issuing this latter

circular.

A% o'elock the Joint Conference adjourned.

B —




L
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Fourth Day'e Seecion., ¥riday, October 28
Afternoon
Governors' Separate Conference

The conference was called to order at 2:30 o'clock p. m.

Precent:

Governors Mores, Strong, Norris, Fancher,
Seay, Wellborn, McDougal, Biggs, Young,
Van Zandt and Calkine.

Agricultural Legislation - continued (See paragraph 3)
Requect of War Finance Corporation for Personnel

Governor Strong read a letter, dated October 25, 1921, from
Mr. Meyer, Managing Director of the War Finance Corporation, together
with a memorandum from Mr. Ontjes, acking that Federal reserve banke
endeavor to furnish personnel of the number and character cei forth
therein, After discussion, it was,

VOTED +that the Secretary prepare a letter to the Var Finance
Corporation advising it that certain of the Federal reserve bankes have
indicated a willingnese to furnish the men requested by Mr. Ontjee it
a proper understanding can be reached as to the precise character of
the services to be rendered and the amount of compenesation to be paid.
It wae understood that the secretar} would requeet the War Finance
Corporation to communicate directly with the Federal reserve banks
of Atlanta, Chicago, Mimmeapolis, Philadelphia, Cleveland and New York.

Topic 3 - Board's Joint Program.
Principlee governing the Discount rate.

Governor Stromg reported that he had received from Qovernor

'Harding some correspondence, with a memorandum prepared by Mr. 5. F.

Hickeon, Director of the Minneapolis Bank (pages of the record)
on the subject of the principles which should govern the fixing of dis-
count rates. These principles, having been previously discueced (par-

graphs 49, 49a and 50) no action was required.
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Agricultural Lepislation - continued (see paragraphs 4, 11,
43, 4%, 55, B0).
Cooperation with War Finance Corporation.

Governor Young stated that the Federal Reserve Bank of VMinne-
apolis is now deing all that is possible to cooperate with the War Finance
Corporation in the granting of cattle loans, and stated that he believed
that the governors of other Federal reserve banks in the agricultural
and cattle districts are doing the same thing. (See paragraph 80). It
wa; agreed that since all of the Federal reserve banks had already evi-
denced their desire to facilitate the agricultural and cattle loan oper-
ations of the War Finance Corporation in every possible way, it was not
necessary to take any formmal vote on this subject.

Topic 2. Board's Joint Program.

Recent Developments in the par Clearance System

and sugpested changes in Vethods (see paragraphs
48, 52 and 84)

Upon motion of Govemor Fancher, it was

VOTED that if Mr. John W. Davis and counsel associated with
him in the pending case against the Federal Reserve Bank of Atlanta do
not object, the ruling (X-3232) prepared by the Federal Reserve Board
relative to charges by member banks on checks cleared through Federal
reserve banks should be issued, but with the understanding, as pro-
vided in the last paragraph thereof, that each reserve bank eerCise its
own discretion as to whether and to what extent it is necessary or desir-

able to call this ruling to the attention of its member banks.

Topic 111<A. Designs of paper currency.

It was agreed that this topic had been dealt with by the action
taken in regard to the designs of currency submitted by lr. Gilbert for

the consideration of the conference. (See paragraphs 10 and 39).
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Topic 111-B~1 . The shipping Federal reserve bank should =b~- :
sorb the cost of shipments of "other"” fit as well
ag unfit Federal Reserve Notes, except the cost of

/7 insurance.
7 ) S e

&

£y 5 7 = ; 5
Upon motion of Governor Fancher, it was
i

.

// VOTED  thst the procedure suggested in this topic be approved

and é;opted .

(59) Topic 111-B-2. Method of accounting for postage on shipments
of Federal Reserve Noites made direct to bank of issue.

It was understood that this topic was disposed of by the action

taken under Topic 111-B-1 .

Topic 111-B-4. Camot settlement of shipments of other Federal
Reserve Notes be handled throughthe Federszl Reserve
Beard in a mamner similar to the present daily set-
tlement of collected funds through the Gold Setile-
ment Fund?

Upon motion of Governor Young, it was
VOTED that the procedure outlined in this topic be approved

and adopted.

Topic 111-B-3. Shouid shipment from one Federal reserve bank
to =nother be charged or credited wntil actually re-
ceived? . :

It was understood that this topic was disposed of by action
taken under Topic 111—3—4.

It was understood and agreed, without formal action, that Govern-
or McDougal will serve as a committee of one to arrange the details of
putting into effect the action taken under topiecs 111-E-1, 2, 3, and 4,
and that he would take up these matters with the Federel Reserve board

. on behalf of gll Federzl reserve bankse

Topic 111-C . Standard of sorting currency should be wniforme.

It was agreed that this topic was disposed of by the previoys
action of the conference (paragraph 40) recommending that a committee
be appointed by the Treasury to take jurisdiction over certain currency

matters.
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Topic 111-D. Necessityv of banks reporting to Board on Form 160
' " details of monthly currency receipts and disburse-
ments as to kinds denominations.  and conditions.

Upon motion of Gevernor Fancher, it was

VOTED that this topic be referred to the New Currency Committee
for disposition and that; if it be possible; the report referred to in
the topic should be abendoned,

Topic 111-E-1. Limitation gn detail matter - Telegraphic trans-
— ‘fers,

Zopic 111-E-2. Procedure throughout system should be uniform re-
garding inclusion or omission of details in connec-
tion with wire transfers over the private wire.

Topic VI-E, Federal Reserve Code - Revision desired.

Upon motion of Governor Norris, it was

VOTED +that these topics be referred to Governors McDougal and
Fancher, the Lgased Wire Committee, for study and report to all gévernors.

It was understoed that they should take jurisdiction of the
entirg question of coding messages and should prepare a circular of ine-
structions to all Federal reserve banks with reference to the method of
handling teieg%aphic transfers.

Upen motion of Governor Norris, it was

' VOTED that the method by which advice of telegraphic transfers

T

shall be given to payee banks be referved to the Leased Wire Committes.

Topic 111-E-3. Federal reserve bank liability for telegraphic

transfers. :

Without formal action it was understood that the Leased Wire
Committee review the circulars of all twélve Federal reserve banks to
see to what extent they are uniform so far as the question of liability
for wire transfers is concerned. It was understood that this committee

would then propose a unifern clause which shall be sent to all Federal

igserve banks for their consideration and report back to the committee,

without waiting for another formal conference of governors.
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Topic 111-F, Should the resolution adopted at the April con-
ference, in reference to requests of hon-member banks
for currency and coin service, accompamisd by drafts
on city correspondents be reconsidgred?

After a short discussion, this topic was withdrawn by Governor

Topic V-C. Absorptiocn of fiscal agency costs.

It was understood that this topic was disposed of by the action

of the conference at the meeting with Mr. Gilbert (paragraph 44)

Topic Vi-A. Report of Committee en Persommel Activities.
Upon motion of Governor Fancher, it was agreed that the report
_submitted be received,

Topic V1-B. Direct Pouching of mail in Federal reserve banks.

The Cheirmen gave ths substance of a report by Mr. Sailer (Fed-
aral Reserve Bank of New York) on the subject of direct pouching of mail.
Seven of the Federal reserve banks, Boston, New York, Cleveland, Atlanta,

: Chicago, Kansas City and Dallas, were in favor of using the privilege of
direct pouching in the bank; some of them, in fact, are already doing so;
four, Richmond, St. Louis, Minneapolis and San Francisco, {hought no sav—
ing could be effected because of the early arrival and late departure of
mail trains; and one, Philadelphia, reached the conclusion that one hour
might be saved on the outgoing; but none on the incoming mail.

Owing to the fact that the discussion indicated that some of
the Federal reserve banks did not clearly understand what direct pouch-
ing facilities the Post Office is prepared to afford, it was decided that
the‘Chairman should again refer the matter to Mr. Sailer to clear up
existing misunderstandings.

Topic V1-C. Pension Fund.

. In view of the fact that Senator Smoot had advised that he would

not advocate the introduction of a pension bill at the present time, this

topic was passed.
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Topic VieD. Securities left in custody.

The Chairman reported that Mr. Hart (Federal Reserve Bank of
New York) to whom this topic had been referred by the last conference,
f ound such a divergence of views with respect to the proposed unif omm
circular that he thought it advissble to abandon the efforts to procure
a unif oxr circular, The secretary was asked to have Nr. Hart prepare a
report in the form of a letter to each governor.

Topic V1-F, Self-insurance of Federal reserve bank buildings.

It was agreed to pass this topic.

Topic Vi~G. Participation of Federal reserve bank officers
and emploves in American Institute of Banking af «
fairs,

The Chainmman stated that this topic had been placed on the pro-
gram merely as an inquiry by the New York Bank, and that no acti on was
requested.

Topic IV, Gold policy.

Governor Strong outlined in some detail the proposed plan to
interest the central banks of several nations in sore sort of an effort
to stabilize the exchanges, After a general discussion of the plan out-
lined by Govemor Strong, it was agreed by all of the governors that it
was clear not only that something must be done to stabilize the exchanges,
but also that if the plan proposed was deemed the proper one the Federal
reserve bank should undertake it, even at the risk of reasonable losses,
although, as Governor St rong pointed out, the only risk of loss to the
Feﬂera}. reserve banks would be the failure on the part of the other central
banks interested in the plan to fulfill their mutual obligatioms, That

risk, it was understood, was more theoretical than practical.

. It was suggested by Governor McDougal that Governor Strong con-

tinue his efforts to work out the details of the proposed plan with the
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understanding that if it can be done so0 on a safe and worksble basis the

entire system will be sympathetic in carrying it out. (See paragraph 87).

Group meetings ( See paragraphs 30, 42, 46 and 86)+

' Go vernor McDougsal reported that he and Governor Seay had met with
the two representatives of the Agents and with Govemor» Harding with re-
spect to the continuance of group meetings; that the representatives of
the Agents were in fawr of continuing group conference; and that, there~
fore there was a divided report. Governor McDougsl explained that the
whole matter had been presented to Governor Harding, who expressed himself
as being firmly opposed at this time to the suggestion of the governors
that ihey be pefmitted te have independent conferences at pi’aces other

than Washington.

Upon motion of Governor Van Zendt, it was

VWOTED that out of deference to Governor ‘Harding's wishes the
governors should not at this time press their efforts to procurs meet~
ings at points outside of Vashington, but that it is the sense of the con-
ference that it is important to have more frequent conferences in Washing-
ton to discuss topics concerning the operation of the Federdl reserve banks.

Upon motion of Governor MePougal , it wes

VOTED that he should report to Governor Harding thet it was the
sense of the conference that for the presé}lt group meetings should be con=
tinued , but that the various banks shewld be regrouped by the Federal
Reserve Board.

Disposition of Past Dye Paper .

Upon motion of Governpor McDougal , it was
VOTED +that it be recommended to the Federsl Reserve Board that
Federal reserve banks vhich hold past due paper be permitted to charge

of f such paper at the end of the year.

S://fraser.stlouisfed.org



Topic Vi=J. Future policy of Federal reserve banks as
galary adjustments and extra compensation.

Each of the governors reported the present practice of his bank
with respect to the matter of the payment of extra compensation and the
adjustment of salaries.

Upon motion duly seconded, the conference adjourned at 6:00

otelock p, m.
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Fifth Dav's Session. Saturday. October 29

Morning
Governors' Separate Conference.

The conference was called to order at 9:30 o'clock &a. m,

Governors Morss, Strong, Norris, Fancher, Seay, S
Wellborn, McDougal, Biggs, Young, Van Zandt
and Calkins.

Topic VII~A, Survey of the accounting procedure svstems in
the several Federal Reserve Banks,

Topic VII-B,. Standing Committee on the accounting procedurs
between Federal Reserve Banks -« Appointment

- of .
Topic VII-C., Uniform cost accounting in Federal Regerve

Banks. Appointment of Committee for study
and _revision of current expense reperts to
permit of comparison with respect to unit
sosts. 2 :

Zopic VII-D. Reports and Stetistige - Appointment of &
committee to consider the necessity of

and congolidation of the various reports :
1d_statistics furnished the Federal Reserve ;

Board and Ireasury Department.

These four topics were discussed as one, it being apparent

Present:

that tba main purpose of each is that Federal reserve banks shall have
some permanent method of insuring uniformity in the accounting practices
of the twelve Federal reserve banks, - some method by which the experi~
ences of one bank @ighx be placed at the dispesal of another.

It was suggested by the Chairman that in erder to insure
unifermity in accéunting, advices of procedure, and especially cost
gccounting, some sort of a permanent committee of the most competent
-and capable men in each bank should be appoimted te teke jurisdiction
of ﬁhese matters.

Upon motion of Gevernor McDougal; it was

VOTED that each Federal reserve bank appoint a permanent

—/’\,«w"

. cemmittee of three of its operating men te have jurisdiction over
matters of intra and inter-Federal reserve bank procedure; that one

member of each committee skall serve as a member of a general com=

mittee of twelve, representing all of the Federal seserve banks; that
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this general committee shall meet as often and for as long as may be
necesgary to work out a genersl program, which shall be reported to
the governors for their adoption; that the individuel members of this
genersdl committee sh‘all be charged with the responsibility of seeing
that matters recommended by the general committee and adopted by the
governors, are put into practice end faithfully carried out, and of
reporting to the governors conference all cases coming to their -at=-
tention vhere a Federsl reserve bank has failed to comply with any
approved procedurs,

It was understood that the plan to create this genersl com=
mittee of twelve should be reported to the Federal Reserve board, and
to the committee to be appointed by the Federsl Reserve Board to take
jurisdiction over matters of procedure; and that they should be ade

vised that the cormittee of twel ve will be expected to produce the ;

reqults desired by the Board's committes ./(See paragrarh 85) 2

agricu) bura) Legislation.(See paragraphs 4, 11, 43, 47, and 55)

. La) Conference ictien. Gowernor Strong reported that he

had had a conference with Hr. Anderson, Chairman of the Joint Commis~
sion of Agricultural Inquiry, and had submitted to him every point
raised by the governors in reference to the proposed plan of legi'sla—
tions

Upon motion of Governor Seay, it was

VOTED that it is the sense of the confersnce that no formal
action in the way of recommending any specific legislation should be

taken by the conference at this time.

(b) Cooperation with War Finance Corporation -~ Report to
Senator Kendrick . '

. The (haiman asked whether it would be possible for him
to report to Senator Kendrick +hat the Federel reserve banks in the

sgricul turel sections are willing to do anything and everything that
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they can to cooperate with the War Finance Corporation in the matter of
agricultural and cattle loans, particularly by endeavoring to remove
misunderstandings that have arisen with respect to lines of credit
of member banks,

Governor Young again report ed (see paragraph 55) that he
has advised -various of his member banks by personal correspondence
of the facilities afforded by the War Finance Corporation and that
he will continue to cooperate in this manner.

All of the governors in the agricultural sections reported
‘either that there was no misunderstanding or that they are doing all
that they can to facilitate the work of the War Finance Corporation.

It was understood that Governor Strong should report the
substance of this discussion to Senator Kendrick,

At this point Mr. Gilbert joined the meeting.

Topic 3. Supplement II - Treasury Program (Fiscal Agency)

Method of allotment on subscriptions for Treasury
notes and Treasury certificates, with particular
ref erence to the question whether it will be

feasible to authorize allotments in full on small
subscriptions.

Mr. Gilbert briefly referred to the problem of the Treasury
in allotting subscriptions to Treasury certificates.

Certain of the Governors expressed their opinions with re-
spect to this matter and, after general discussion, Mr. Gilbert asked
that the governors congider this guestion a little more def initely

and send to him in a week or sc an expression of the banks' views as

to the best methods of making such allotments. //(

Topic 2. Supplement II - Treasury Program (Fiscal Agency)
The 1922 program for the issue of Govermment
Savings Securities.

Mr. Gilbert referred to the interest of the adninistration in

the continuance of the Treasury program to issue Government savings
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-securitiec and said that the Treasury is prepared to maintain the
War Savings Organization on about the same basis as at present, at
least until June 30, 1922, He stated, however, that the Treasury be-
lieves that their program should be continued next year onm a slightly

different basis, and that it was their intention to discontinue the

cale of war savings stamps and thrift stampe, but to continue the

g

cale of securities resembling those of the precent higher denomina=
tione, that is, Treasury savings certificates, and to change the basis

of issue so that they will be sold at a fixed iscue price with a maturity
on the fifth anniveresary of the date of issue.

Topic 3 (second half) Supplement II - Treasury Program
{Fiecal Agency)

Practice followed by the Federal Resgerve Banks
upon deposits of checkes for credit to the
Treacurer's account when the checks are on out-of-
town accounts and are not corted before deposgit in
accordance with the time schedules in effect at the
Federal Reserve Bank.

Mr. Gilbert discussed the question of deferring credit on
checke deposited in Federal reserve banks for the credit of the
Treasurer. He stated that what he desired was to have ascsortment
made in the Federal reserve banks in order that credit might be given
according to the usual time schedule of the Federal recerve bank,

v \__"_‘,,.«-*’ . .

Each governor commented on the precent practice of hie bank

and those that were not doing what Mr. Gilbert desired stated that they

would look into the matter and take it up directly with the Treasury

Department.

At thie point the Federal Reserve Board met in joint Session
with the Governors.

Present:

. Comptroller of the Currency, D. R. Crissinger.
Federal Reserve Board, Harding, Platt
and Mitchell.
Governore Morss, Strong, Norrig, Fancher,
Seay, Wellborn, McDougal, Bigge, Young,
Van Zandt and Calkins.
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Topic 2 - Federal Reserve Board Joint Propram.
Recent Developments in the par clearance system
and sugpested chanpes in methods.

Governor Strong reported to the Federal Reserve Board the
actlon of the Governors® Conference on the question of the proposed
ruling by the Federal Reserve Board relating to charges that might be
made by member banks for the collection of checks cleared through

Federal reserve banks. (See paragraphs 48 and 52)

Topic 1 - Federal Reserve Board Joint Progrmnv‘~“‘”~h-»\

Efficiency and economy in administration of
¥ederal reserve banks.

Governor 8t rong reported the vote of the conference with re=-
spect to the appointment of a conmittee in each Federal reserve bank,
and of a general committee of twelve, cumposed of one man from each of
the Federal reserve bank committees, to consider questions of.procedure
and accounting, and to prmmote efficiency and economy of operation by
all Federal reserve banks with the understanding that the committee
of twelve bg brought inte close contact with the committee of five to
be appointed by the Federal Reserve Board to consider questions of ef-
ficiency and economy of operation. {See paragraph 79 )X

Governor Harding advised the conferengs that Mr., Miller and
Mr. Mitchell were the two members of ihe Board appointed as members
of this standing cammittee of five, and that the Roard would select
one Federal Reserve Agent and two Governors to canplete the committee.

Group Meetings (See paragraphs 30, 46, 76)

Governor McDougal reported to the Board the action of the

Governors with respect to the continuance of group meet ings.

The conference concluded with a general discussion of the
. plan outlined by Covernor Stromg to stabilize foreign exchanges.
(Bee paragraph 75)
At 1:00 o'clock p., m. the conference adjourned sine die,
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