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CONFERENCE OF GOVERHORS OF THH FEDERAL RESERVE BANKS.

FOURTH DAY

Friday, Oct. 28,1921,

The Confcrence of Governors of the Federal Reserve
Benks rcconvencd, pursuant to adjournment of yesterday,
at 9.30 o'cleck, a.m., in the Hotel Washineton, dash-

ingeton, D.C.
Prcgsent, s indicated in yesterday's record.
PROCEEDINGS

The Chairman, I understand the discussion last
night relsted to the principles that sheuld gevarn
the fixing of the rates of discount by the Federal Re-
se¢rve banks. Mr. Herrison has reported the substancé

of the discussion yesterday afternoon, in my absence.

Gov. MeDougal. We should likc to have the views ef

the representative of the New York Bank, Mr. Chairman.
The Chaeirman. To sum it 21l up I think vou have
got te consider that there are, as the besis of aexper-
ience in banking, a variety of conslderations that
gnter into the fixineg of the rates of discount by the
institution thet holds reserves of the commercial benks.
One is the amount or percentage of the rescrve

of the bank of issue, and the gquestlon of whethcer the
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reserve 1s unduly large or getting dangerously low.

Now, I have secn nowhere in the literature bearing on the
subject of banking anything that is more illuminating than
a discusslion, as I recall it, by Waller Bagehot 1n his
arftings, in vhich he refers to the decline in the reserve
of the bank of lgsue to what he calls "the point of apprehen-
sion"; that is to say, when the expansion of the 1iabilities
of the bank of issue, or conversely, the loss of reserve by
gold exports, gives rise to a feeling of certainty or appre-
hension, that is the justification for the bank to raise its
discount rate and protect its reserve. I refer to that
because it is one of the most illuminating phrases relating to
the influence which the amount or percentage.of reserve has
upon the determination by the directors of the bank of issue
In changing its rate of discount.

Gov. Calkins. Also the most effsctive sentence ever
uttered with regard to the policy of the Bank of England.

The Chairman. Yes. Now, the converse of that

naturally aould apply according to my view if other con-

ditions Jjustifiled employing the surplus of an unduly large
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reserve as the occaslon or justifilcatioan for reducing
rates, and if reserves alore goverued rate policles by the
bank of lgsue, under such conditions as we have today,

79 would all Ls justified in greatly reducing our rates.
Most of us--I will exclude Governor Van Zandt and
Governor .ellborn and possibly uinneapolis--but speaking
gensrally, taxe the hew York Bank »ith 82 per cent reserve,
1f the percentace or quantity of reserve, viesed from the
standpoint of ialter Bagbhot's formula, asere the only
consideration, we could put our rate down to 2 par
cent, 8ay, but I think one must admit that there are other
considerations besides the quantity of the reserve or the

percentage.

Now, what are those? One of them is unjuestionably

the relatlion xhiech must be borne and maintained betwmeen

the rate at which the reserve tank manufactures credit,

in a sense, by lending to its members or to 1its customers,
and the rate which credit brings in the market.

There is the greatest possible misapprehension about the

way in which bank rate opesrates in the London market and the
way in whilech 1t operates in this country. England, or

the British Isles, are a very small banking community.
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They have the entire industrial and commercial interests
of the island served in banklng by a very few bhanks, all
of which have head offices in London or are so closely
allied with London banks that there is not a very great
variety of rates in England, such as we have in this coun-
try. Our banking system is comparable to the banking sys-
tems of all of Europe, with one set of conditions in Rome, one
in Constantinople, one in Berlin, one in Copenhagen, one in
Paris, one in London, and so on, and geographically and
In svery way, and because of the fact that we have not
a French banking system, you cannot compare the influence of
money rates in England and especially in London, and the
rates of the Banx of England with similar conditions in
this country, because they are not similar.

Further than that, the Bank of England really only
makes oné ikind of loan in normal times of any importance.
That loan or that extension of credit--it is not a loan--

is brought about by the discount of bills of a substan-

tially similar type, accepted by a very small numbsr of

acceptors, which are discounted at the Bank of England
ahen the market justifies that taking place, by a very

few firms, and not by banking institutions, and those
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iTorm market rate
entt sHith on 2 Vervy ¢ e margin of
ofit on the trading. In other v the so=called
accepted bill in the open market, which

o

avenus o7 approsch to the Ine
cormodity with Y taple
rate as cny commodity in the world,

~

rate of any imvortance, nside from war times, when

~

government is borrowing, which besrs upon:i:ithe rate of

the Bank of England. ith us here "¢ heve ths stock ex-
chenge call money rate, ~hich hns an influence in New York,
They have no Stock Exchange call money rate in London.

Ye oidlsor have commercial paper and the ordinsry eli-

gible © the bank None of that exists in London,

practically, 211 of ¢ ans thet are made of 2 similer

character by these joint stock banks in London are made

on overdraft sappear on the statements

of the join mk advances. They are not repre-
sented by e > of er hich csn be brought to the
Bank of ¥ngland and discounted. If they were, the

mle of Fngland would not discount that kind of paper,

unless under certain circumstances.




627

Therefore, the difference betwesn what we have and

theirs is very great. Je have a great variety of different

kinds of paper that cen be brought to the Federal Reserve
Bank that sell in the market at a great varlety of ratee,
and our rate has to be adjusted with due regard to the
relation between our rate and this great varisty of market
rates. It 1s a wholly diffsrent situation.

I was going on to say that the Bank of Ergland has
no such problem to deel with as we have, where ir New
Yorik the influences bearing upon our rate ars four--the
Stock Exchange call money rates, the rates for commerclal
loans made by banks on promissory notes, the rate on
Treasury certificates of indebtedness, and the rate on
bankers' bills or acceptances--all four of those rates
have a relation to our rats.

In the sams way they have no such problem to deal with
in London as we have here, shere, as in Governor Miller's
District, according to the condition of the usury laws and
othsr conditions, the banxs in one part of his District
will bs lending monsey at six per cent, and in another
part of his District at ten or twelve, and the same way

in Texas. The contract rate in Texas 1is 10 per cent. 1In

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




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

Nebraska it is 12, isn't it?
Gov. Miller. Ten, and in .yoming and Colorado it 1is
twelve.

The Chairman. In #yoming and Colorado it is 12, ang

in lebraska it 1s 10. The country banks also charge all

that the traffic will bear, and the bank rates, which
should be a restraint upon borrowing in Omaha and Kansag
City, cannot prevent the possibility of very large profits
to the banks in iyoming andColorado. No such situation
exlsts in the central banks of Burope, and it does not even
exlst in Japan.

Therefore, we have a very puzzling and difficult
situation to deal with in adjusting our rates, so that
the Reserve Banks shall not be used as instruments for
making an lnterest shave or profit é% the borrowing.

I think those are the two fundamental or tradltional
influences that are first obvious in dealing with dis-
count rates, but there are others more general in char-
acter, oune 1s the general temper of the community, and
whether it is in a speculative frame of mind, whether
btusiness 1s active or basd, whether there is a hopeful or
a depressing outlook, and certainly as a matter of good

Judgment, certainly under these conditions of varying
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rates that we deal with, one importent irflusnce In
fixing rates 1is :hether the public is in a frame of
mind to speculate, look for rising prices, borrouwling
money in order to maks money, or whether thsy are 1im a
depressed frame of mind and will not employ the facill-
tics of their banks, and in turn our facilities, Just for
the purpose of gupporting a great speculative movement.

Nox, there is gtill a fourth consideration, which 1is
an important one, and that is the whole general subjact
and a great economical subject itself, as to thes relation
bstween the cost of credit and prices generally. e may
find lots of differences of opinion on that subject, un-
less I am mistaxzen, as to whether rates should bs filxed
with a view to controlling prices or not, and my omn be-
lief is that while prices are affected by changes in the
bank rates, by restraints upon borrowing, or by a liberal
policy that encourages borrowing, that it 1s not the busi-
ness, the duty or the function of the rFederal Reserve Sys-

tem or of central banks generally, to deal nlth prices.

Gove Calkins. You do not base that, however, on any

experience since the establishment of the Federal Reservs

System?
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The Chalrman. Oh, no.

Gov. Calkinsg. You sort of coupled it with the Fed-
eral neserve Bank, and 1t appeared to me that that 1s an
impossible combination.

The Chairman. No, I am speaking more from a historical
standpoint, Governor Calkins. The Bank of England,
which we generally regard as the best possible exampls to
which we can turn for experlence, possibly simply because
the literature is published in the same language which e
understand, the Bawrk of England is subject to a different
influence with regard to prices than we are, bscause the

bank rate in England operates directly upon the blll of

exchange which is draan in connection with the British im-

port trade, and the importation of raw materials into
Great Britaln is a direct reflection of the state of
trade in Great Britain, and consequently if they have an
excessive uctivity in traude and too high prices, they
are importing too much and exporting too little. In
other words, 1f England becomes a better sellling market
than buying market, then the Bank of England begins to
lose its reserve, and inasmuch as it is an international

trade with them more than domestic, the effect of the bank




hat readjusts the price

in "ngland than it is
any other country,
consider inereasing
or deersasing the
The Cheairmen
Gov, Miller,
be some emergencies where rould be overaight, but such
a matter of impoirtance & just related to the entir«

British Isles and the great interests centered there.

The Chairmane T have never been in London vhen they

heve changed tha'r rate, but I should say that the chaenge
the bank rate is made in London by the Bank of Fngland
the result of delibﬁrst{on for oneé
the
three of ths directors who iorm ¢

advisors, except in time of emergency, where

gction is require

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




€32

r. Chrirnan, I understand that the

raduction of rates f11 sround at the pre-

Chadirmon, I hae
ought e to
should
coming to that , Governor
Morss. I do not think I have evar attempted to make any
their poli-~

Aty

minutes, but
situstion is =as
Up to the time that ‘e entered the ver, our rate was
above the merizet rates gendrs Wrom the time ve
entsred the =sr until lest spring, our rate gensrally was
belos the marlzet ratese. eginning in the spring of 19
ags to certir indebtedness, gradually progressing
so that it | luded bank: bills =2nd nov almost reach-
paper, our

rate has gotten above the market rate. Je are now above

the certificete of indrbtedness rate, and we

the banksrs! rate, and we are only about half
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below the rate for the best commsrcial papsr, and the

Stock Exchange call rate, which is a 1litile bit higher,I

think, than 1t would be if certain influences were not
opsrating.

The Stock Exchange call rate is no longer an 1m-
pertant influence upon our rate, because the New York
banks do not like to make Stock Exchange call loans. I
want to point out what to my mind has been the impelling
motice up to date in the rate reductions which we have made.
When all of the large member banks of Rew York Clty were
borrouing from us and paying seven or six per cent. for
loans, every time they had any mconay over as the result
of the day's transactions, they came and paild us offe-
whatever they had over--and when they were short they came
and borrowed it back again. So long as that condition
continued wxith all of the member banks of importance borrowe
ing from us, there was no competition to lend money in the
market at all. 4All the money that wes availlable to loan
wag applied to repaying us. Just as soon as a fsw banks
got out of debt to us, then there was a competitien to
lend money in the market, because they had nothing to repay

to us, and as that condition extended and a greater number




got out of debt to us, the sre came a greater competi-
tion to lend monsw, and that vas the influence that brought
dorn monev rates.,

The reduction in our rate had no influence in the mar-
ket. It was the competition to lend money that did it,
just as compatition to sell anything will reduce the price.
So that we have procceded upon thatheorw that ve vould let
that condition vork ths merket rates lowerrand lover, axd
as they vent down e ould go downe

Now, therefore, there ere two modifying statements
that I went to make. The First is this: I think thag
i1t would be of assistence to the busincss of the country
to hasten that process of rate reduction if it is possible
to do it, and we have endeavored to do it in New York
principally in two wayss One is alvays to be in the
market to buy bills, not in very great volume, but alwavws
have the pressure there to p ut out our money. The second,

which is the most effective thing e have, is that the

minuted’ the books closejon aniidsuevof certificates at

the Treasury, we jump right in and buy every certificate
that is offered in the msrket,snd put them to a premium.
You know, when a thing sells at a discount nobody

wants it. The minute that it goes to a premium everybody
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wants it, and there is a little psychological influence
made effective by our going into the market the minute
the books close on these certifleate 1lssues and buyirg
everything that is offered, and that has had a very whole-
some effoct In getting our rates doan in New York, I think.

Now, the other modifying statement I want to make
is this. I think in a broad way, speaking from the stand-
point of the New York market, which is the market for the
distribution of securities and credit gonerally, that
we cannot afford in this country to impound 21l the mone-
tary gold in ths world and lock it up and not permlt the
world 1o do banking here and borrow monsy here. In other
words, we are shutting down on the world's recovery and

closlng our markets, 1if we require gold payments for avery-

thing, and then don't use some of that gold as the basis

of some extension of credit, and we fesl in New York that
the general recovery of trade around the world is going
to be brought about by our making New York a good market
in which the norld can borrow money, and that applles
to the whole country, but New York is where they filrst
coms .

S0 that our poliey, I think, is to reduce rates some-
what faster so long as the speculative fever 1s not on.
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In New York this rould be the ease if ve vere just con-
sidering the interest level or the st~te of our reserves
or the state of prices, or any individual local

condition,

That, in ¢ rough vav, is about the way ve are look&

ing at things in Hev York,
Gov., Miller. Do Tou think the rates all ovor our
country should be lower?

The Chairman, I think you hove got to bring your
rates dovn. I say this ~ith some hesitation.

S i

you heve got to bring vour rates dovn there in respons

to the development o7 conditions, vhich you connot bring

about simply by reducing vour o n rate. You are not going
to make money cheapey to the original borrower by reduc-
ing your discount rate. I do not think so.

Gov. Ifiller. our experience shovs that.

Gov. Van Zandt, ¢ are not.

Ths Cheairmen, "hether th-ore sre means in Kans as
City, for instrmnce, of forcing reto reductions by commercial
banks to their customers to such en extent that it will
rradually extend over the district and effect 2 genesral

lowering of interest rstes, is a cuestion I cannot pass upone.
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“ithin our power in Nev York to influence
1 c.l’ﬂ’;,

¥now it is
lorerl=vels of rates by the market operations of the b
go=to the Joint

I think we had better

to some extent.
I am go=-

<

just vrant to say one ord,
¢ fact

efternoon,
T the at

o

Governors

points, ve vant to invite you to
heve a nice building

i~sral Reserve

ree to entertain you

Pac

different

you desire.

1% is duly recorded

The Chairman,  Thank

the minutese

in
f.Tles the Conference

after the Joint Confer-

(Thereupon, =t 10:05
ssed &
e "gents of

TR

Governors ve rece
feserve Board nnd the

of
ence vith the Tedaral
Bsn¥ks.)

el
Vs

the Pederal Reserv
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AFTER RECESS
The Conference of Governors raconvened, pursuent to
a¢journment, at 2:15 p m, at the issembly Room of the
rneserve Board.
rman. Governor Harding wants to Xnow about
our further meeting with the Board, and I rather thin:, if
I mey say that we will ¢o better to go right sheed with

our meeting this sfternoon and mect with the Board tomorrow
morning.
Governor Fancher. ere arye geveral members of the
F0ard who will
The Cheirma; here will be two ebsent, but I Go not
we can help that very well.

Governor Van Zand 1 B30 move,

Governor Fancher, g her cuestion enters into that,
when would we meet with the Board tomorrow? it the zon-

clusion of our Conference?

The Chairmen. How sbout a mecting at 11 o'clock end

o~

then we can have a2 morning meeting for en hour end & half?

{(The motion, being c¢uly seconded, was unanimously car-

ried.
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ore
progrem and as we concludec
would lile to bring up =2gain
eell, end-I woult like tol Tead
"T woulc suggest that you acvice us
a man vho has had cdeteil and executive
willing to assume con-

responsibility in dispatcehing the business of

anybody any cancidate?

governor Young. I had one, end I had mede arrangements
to have hiw ¢owvm here, but unfortunately he has been ill
an¢ is not in physical sheape to come at this time.

Governor he 5 tliere any inciestion in that
communication o8 alaries hbe paid T™at e
this matter

Governor Young. E¢ will pay ..50C.00

but will not pay any expenses.

Governor Fancher. I thin': thot would be very

indication of the salery that is to

=)

Governor
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that wvould come up to hie recuircments. He is secretary

of our beni, and he is not very busy at the present time.
The Cheirman., Is he

cetnil?

4
3

Governor wellborn.
is secretery of our Board

live in ‘:ashington.

a fongressma He would lile come B e month

provably.

The Chzirmen. He would probebly be neccel somewhat
longer.
Governor ‘iellborn, FHec might like it if he
here somewhet longzer.
18 name’
Governor wcllborn. Joseph K. Slattery,
Benke at Atlante.
bYeanl:
lborn. Yss. Iie hes been at owmr bank for
seven yea le gits with the comiittes some
times, e sent him <own to Jaciisonville, Florida, to
take charge of a branch baniz there during the ab

of the manager, and he conducted that.
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seeretery 2t the beg nning. He is a very fine fellow,
ané of course I would have to consult with him.
The Chairman. Next "The names of two or three men

from their chief suditing staff copable of assuming c¢uties

of an assistent treasurer in supe rvising the worl: of certain
clerical depsrtments of this organization®. Has any one
a cancidate?

Governor liciougal.

4

fees, I thinl, of such win ther
one or not I don't know. think we are willing to Ifurn-
ish another men from our auciting department.
The Chairman. Shall I put Chicago down here then?
Governor lcLougal. You may <o sO.

The Cheirman. How many’s

Govarnor lcDougal. The names of two or three,

Governor Young. %e will suppply one.

<

Governor Fencher. Do you mow 2hout the salary attach-
e to that?
Governor Young. No. Iy memory is thet they had a
little pencil memorandum alongsice of the letter, mad I
thinlk it wes ,3500.00 por year.

he Chairman. Yea, that was 3600, I thinlk.
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Governor Norris. ke (ocs not cxpect us to lenc him
these men and to pa hem on our pay roll?

Governor Fanche 1 Grant them a leave
sense anc he will paj

Governor Young.

anec

of our men tha
pay ,7200.00,
Governor Norris. I do not beclieve that we

very far in suggesting names. It seems to me

<
\
o

can do is to take this list and then suggest the namcs
home.
The Cheirman. That is exactly what
wan't . next-a list of 25 bookliecpersy, Yie can furnish
some of those from New York,
Governor Young. we can furnish soms.
Governor Mchougs hilaedelohia has several book-

T

teepers, have you not, Governor Norris?

Governor N } We have 25 men under notice to

eave, &and have goubt that among them there are some

2L
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who would like to take some of these positions and would
be competent to fill them, but I do not know the namas of
any of them now.

The Chairman. Do you have any in Richmond thut you
can let go?

Governor Seay. “e have no superfluous men in Kich-
mond «

The Chairman. These men must have had machlne exper-
lence and bookkeeping experience.

Governor Galkins. hat do they pay?

The Chairman. .$1800.00, I think, is what they had noted
here.

Governor Calkins. I cannot send him any.

Governor Young. e have a lot of people who are

goling to be lst out and'they would rather take that than

nothing, I imagine.
The Chalrman. I will put down pPhlladelphla, New York
and Minuneapolis.
Governor sorss. How many bookkeepers 4o you want?
The Chalrman. Twenty five.
Governor Biggs. e have 12 or 15 men there, but I

don't know much about them. They all go out the 1lst of
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. Glasgow a ¢it man.

édo not thinlzr we furnish

ny men a

The Chairmen. thet [ turn -this lether over

to Mr. him to prspaere
sk to advi ir. Myer that

thought 1is to asl
these banizs havse hey can furnish

7

enough to write to
rade anc

SO0 Oon can bas advised

Governor lorss. There is no objection to writing

we find any man when we get home?

The Cheirmen, No.
Governor Fancher. If such communications

possivly we might

cannot say off
f2lt that the bank

aly

we might be akle

mentioned cannot furn e personncl.

i

The Chairmen. I have zls0 received from GOyernor

correspondence with a memorandun which he

S. P. Hixon, director of the Fed-

TPmnaNp . oS P




ral Keserve Bank of liinneapolis, I

metter of rates was very well disposed of at the meeting
this mopaihgrthat it is no longer important to submit this
correspondence, which came to me this morning before the
meeting toolk place in this room. This was discussed yes-
tercay, but I do not understand that any action was required,
but this correspondence Governor Harding wants me to re-
turn to Mr. Harrison again.

Now, there are one or two other matters to clean up
and get down to our calendar, We came to no conclusion
yesterday, as a result of our conferesnce with Scnator ien-
drick and his party on one point, that is, whother it is
gesirable for these Foléral Kescrve Banks, wiiich are lo-
cated in the cattle section, ab sending & communi-
cation to their member banks. Mr. Myer has left and
we would have to deal with kr. licLean in order to make ar-

angements as to the terms of any letter, and it striles
me that we can leave the matter in this shape, without

any action of the ¢ Srence . .
any ONference osnecially as only six of

the banks are interes It is really not the special
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business of the other six, but I want to express my
personal belief that if some letter along the line of
our cdiscussion, especlally relating to the line of dis-

count, which was brought up by ¥r. Myer, can be sent by

the Reserve Banks to the member banks out in that section,

that 1t will help a great deal in connection with this
general situation.

Governor Young. I do not think there is any such gif-
ficulty as that in our district. e corresponded for
thirty days with a lot of member banks and told them that
they might better get zlong with some finance corporation
and come to us in a real emergency. I have talked tha

5

over with Mr. Myer, and 2d W Doroval. We are not
doing thet with every banl:, but some of these banks that
are unduly over-extenced. They have to have some assist-
ance from somewhere, and I think their Governors have taken
similer action; at least, those with whom I have dis-
cussed the matter have.

The Chairman. vWell, this just concludes the reccrd,
I thought it was left in an unfinished condition. It is
not a matter on which we would vote at this meeting.

Certainly I would not want to vote as to what Governor
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Young should ¢o about the cattle business out in his
district.

Governor Young. ihat I attempted to say was that
we were Going whet you suggested yesterday, and I think
the other Governors in the agricultursl and cattle dis-
tricts are doing the same thing.

The Cheirman. HNow, another matter of unfinished
business: Governor Harding surprised me this morning
when he stnted that the proposal for the isaiing of a
circular which he made in his address, in reletion to
cherges which might be imposed in ¥leu of an interest
loss, if you please, on the collection of checks by
member banks, was made after consiilting counsel, and

that counsel favored sending out such a circular. That

being the case, I suppose that we had better consider

this circular and see whether it meets with approval or

note.

Governor Seay. A8 T undesrstood Governor Harding,
he referred not to that provision of the act which re-
quires the Federal Reserve Board to fix the charge which
the member bank mey malze, but he referred to the charge
which the Board might require the member banks to make

=

in handling items received from these non-member banks,
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which declinec to remit at
The Chairmen. No, it wa : 1¢ other way.
Governor Fancher. It was ju he other wey around
Governor Seajy It was the other way sround?
The Chairmen Yes, Here 1z the draft of the eircular.
I will read the first paragreph:
part of Section 16 of
Federaol Hegserve Act which
Board shell, by rule, fix
membeyr banlks from their patrons whose checlts are cleared
through the Federal feserve 3anlks he Board rules that
no member bank shall collect from its patrons any charge
by way of interest on account of any check éGoposited with
it anc¢ cleared through e Federsal
of 104 per 100,

such checl:, The

equal to or less the 07 per 100 or fre ion thereof,

are, of course, optional, thet is, they ney not be im-

posed at the diseretion of ecch

Governor Seay. Is that the circular, Governor #Well-

horn, that your counsel thought it would be helpful to
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wellborn, Wwell, I was that they
¥éved that. T would lik%e to tell with them cbout it,

my feeling zbout it is that if we put that into

effect now 1t will arouse those city banis. Wwhile they

till they will got on the

ar¢ not cooperating with us,

other side more vigorously, I thintl i if ve chénge thelr

plen o Of courss, the business

to see that change ta

r etty heavily. e b

ens and Atlanta, they have very heavy

herges on checks thet go over the counter, and they do
not malié any concession. They charge the depositor

I thin:z it ought to be regu-

or other, but I think right now is a

time. You see our trial comes up in Hovember.

Governor Sesy., Chairman MeCord said that it would

be helpful to ¢o it at this time. Governor Harding

stated that it was the opinion of the counsel for the

ftlanta Bank that it would be helpful, anc¢ Chairman HcCord

nocaec his

Governor tellborn. Yes, I thini kr. MeCord now has
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that view, but I do not see how that will hs helpful.
It might help the country banks to some extent.
Governor Fancher. Mr. Chairman, I utnderstand that
1f this regulation is put into effect, it will havse the
effact of creating certain charges which are now exacted by
certain clearing house association.

Senator ilcDougal. That is what it is for?
e, ARG

Governor Fancher. That 1s exactly what it is for.

That 1s exactly what they have done.

Governor McDougal. There 1s no question about that,
but the concluding sentence in this letter 1s as follows:

"There have been no complaints, however, slth regard
10 banks in the majority of Federal Reserve Districts.
For this reason the Board deslres to leave it to the dis-
cretion of sach Federal RKeserve Bank as to whethar and to
what extent 1t is necessary or desirable to call this rulieg
to the attention of member banks".

The Chairman. shere 1s the complaint supposed to
arise?

Governor icDougal. New York, Chicago and Cleveland.
It undoubtedly is Chicago, and I think 1t is New York. I

do not know about your present rules up there; but this
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no forece ancd effect with this vnaragraph in it, be-
es it to you or to me, They say "Here is an
to ¢o something®, =znd the conclusion is
let it stand".
Harrison to explain what
he Imows & is circular to the meeting, if he will.
Some time ago kr. Logan rcferred to the
icering the use of a circular
gonsicered TG fopP
several years, beecause th cederal Reserve Act requires,

o

uncer Section 16, that v shall by rule fix the limit
mace for checlzs cleared through

the Federal Reserve Banks. Up until this time, however,
for various reasons, they have never done anything.
They feel now that it 1s perhaps important to issue
ruling, if only becasuse of the fac vt in certein dis-
tricts, I understand there are only two of them, the

anks, because of rulings of their clearing houses,
are collecting charges thet are in excess of the 1limit

prescribed by this regulation. It was on my suggestion

to Lo ' f they dicé prescribe any ruling of this

character it ought to be so phrased as to permit these
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is no ebuse, that is,
ebuses, to smother the regulation,
uggest to member banlks that are not now
For
the last sentence was put in, not that in-
Reserve Banks should nullify the regulation, but
hat where it was not € 3 gssue a rogulation, it

would not be issucd. For instance, in New York the clear-
cleering
maximunf ixed
i in its reguletion, with the exception of
charges on checks collected in certain States, in the
Ltlenta district, where they make an allowance for an
in addi tion to the interest charge; but I

circumstences that we would be

smothering the regulation in New

Governor Hchougal. Don't vou still have a minimum

charge on small items?
Hr. Herrison, ~Yes.
Governor lcDougal. This would affect that. It would

recuire you to handle those items on the basis of so nuch
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per huncred or so much per thousand, instead of per item.

Governor Youngz. No, not according to this. It
speaks of "“eheck®. It says “The Board rules that no mem-
ber bank shall collsct from its patrons any charge by way
of interest on account of any check cepeosited with it and
cleared through a Federsl keserve Banl: in excess of 10
cents per $100., or fraction thereof, on the amount of
such checks. The interest charges authorized by the
Board, egqual to or less tha 4 per $100., or fraction
thereof, are, of course, optional, that is, they may or
may not be imposed at the discrstion of ead: member bank"
This will not affect my district 2t all.

Governor lMcDougal. Then if a depositor of the First
National Bank in Chicago brought in three checks on Peoris,
they could charge, if they deposited no other item in
the same deposit, 10 cents at least?

Governor Young. Yes sir.

Governor McDougal, Then this would be of no force

end effect in Chicago.

The Chairman. Nor in New York. The great me jority

of the cdistricts would not be affected by it. It is for
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aling exhorbitant
through
Governor
nzcaAuse we
uncoubtedly

but we

Mr. Harrison.

gall this tc the

Than T
.Ll—}.C.L: =2

Governoyr Cal¥ins. Then

F%q

and the banl:

were not told®.

epply it, onoc or the other.

S

GoVernor Seay.
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ore missing my point.
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it will be communicated to our member banks, in order
to resch those who violste itb.

The Chairman. ©Oh, I dc not Imow,

Governor Ceall-ins. Vell, whet is the answer to my
proposal?

The Chairman.

#Well, when you get a

2se of violation, then you migh

the ruling. Ordinarily we woulcd advise all the

S

e regulation, but this is not
In other word 12 cer to make
&8 possible,
ruling where we
Governor Young. It
serve Bulletin.

Governor “ellborn. Federal Heserve Board puts

-~

thidsinto effect, we would have send each member banl:

that ruling, would we not, in & circular letter?
The Choirman, You would, according to their notion.
Governer tellborn, Now thaet would bring on 2 lot of
opposition from

banks, I will tell you that.

who are violating it,




Governor Vellborn. ey ars some
banks thet e

Governor Ses he pu se of ¢ regulation
them.

Now 1t scem n¢ 57: wWe are

to take with regardé to a ng which has simply
special apr a n in the atlenta District, and Governor
Wellburn seems to be opposed to it, and he says it will
have an edverse effect.
because

Governor wWellborn. I think it will,

these people will get very mac and raise a rumpus

ing
tel:e/away their clesaring house charges.

The Cheirman. What do you wisl

Govarnor wellborn?

Governor Wellborn, ! Inmow wha sey about
that., It ssems thet lMr. McCord agress with Governor

1

Harding, and that counsel have agreed that it would be

<3

helpful to their cose, & OF 1rse 78 them to win

4

theiry case.
The Chazirman. The ¢ifficulty is that Governor Hard-
ing secms to be advised that it will e case and you

chant At wi bl hnrt T,
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Governor Callrins,.

and Governor Fancher has one in his

ticular regulation or rule, that it is undesireble to

change the concitions at all until we get somec sort of =

decision; at least, a preliminary decision.

he Cheairman. Has anybody a2 motion to offer?
There is on2 thing thet I woulcd likg to
the Conference will permit me, and thet is we
with Mr. Davis on
whole gencral subject, though we did
fer to this circulsr or this proposed
sure in my own judgment that were he acquainted with the
possi bility of 2 iss g of a ie this, he would
assamption simply

on his generszl statemse het in his opinion nothing
ought to be done at this time that is in the nature of a
chenge of existing practices in the par collection busi-

ness. I frankly feel thet it might not be insdvisable

is Conference %o Fededc! thet you lsave it up to #r.

The Chairman. Is tha tisfactory to you, ir. Welle
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born?

Governor wellborn. That is my idea about it. You
see Mr. lcCord's icea is that the country banks complair
ancé say "vou want to take i interest from us anc
exchange goes ove he er every day®

nlaining obout tl

=

regulate that. That is true.

that, but I belleve that if ve put this i i€ now
ation on the part of the eity bankers,

break up this ex-

might Dbe
ution expres
the Federal
Reserve Boerd, with ti
sentence, provided however that counse
counsel in the socelled Ltlanta case
Would thet satisfy you, Governor “ellborn?
Davis will strenuously oppose it.
Governor Wellborn, I think
better just leave it to him,

lesave it to him.




The Chairman. I suggésted both counsel anc associate
counsel,

Governor liellbhorn. But I thinlk if you or lMr. Herrison
will tall to him about it, he might teke some other view of
it.

The Chairmen. N yavig hes expressed himselfl
posed to any chenge i he practice.

Goyernor Wellborn. I think that in this suit the
State banks allege there that they sre permitting their
member banks to charge exchange over the counter. Thet is
one of their charges. Although that is not related en-
tirely to the subject, has some general beering on it.
It coes not touch our immediete question in issue.

o

Governor Seay. Ir. Chairman, it apm ars to me that

the Board has reached 2 conclusion that it is calledupon

to €o this thing, and I believe that there is only one
thing thet will stop them, and that is an opinion of counsel
that it would be injudicious to do it at this time. I
was about to express the same thing that Mr. Harrison sug-
I do not see aeny other issue for this Confer-
that.

Chairmen. VWould thet be agreeable to you, Govern-
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or Wellborn?
Governor VWellborn. Yes sir.
The Chairmen. How about you, Governor Fancher?
Governor Fancher. Yes sir, that is agreeable.
The Chairman. Is that offered as a motion?
Governor Fancher., I offer it as a motion.

Governor Young. I second the motion.

{The motion, being duly seconded, was unanimously

carried).

The Chairman. I pave indicated to Mr. Gilbert that
it will probably be more convenient for us to have a shortg
conference with haim tomorrow rather than today. If that is
setisfac tory, I think now we can go ehead with our program,
beginning at topic III:

I1X. Currency and Circulation.

Governor ¥%Wellvorn, I would like to know what time
we will adjourn tomorrow. I would like to malie my reser-
vation.

The Chairmean. I thought we might get through tomorrow
sometime around 3 o'clock,

Governor Wellborn. I waﬁt to stay until the close of

the meeting, but the train leaves at 3 o'clock.
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try to get through

S >

lunch a little/thon usuel, but not come dbaeclk.

cgreeable?
Fovernor
CUPLONC Y. iould it not

nrevent counte

S oy e
2TPTE N0 LES.
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This topic comes from San Freancisco,
chmont.. What ¢o you sa Governor Fancher?

Governor l‘anchcr. HMr. Chairman, that has a be:
et e : mecting.

the action talien by the Conferen

is our opinion ané we recommend

het ans be worlked

whereby each Federal Heserve Banl v bsorb the postage
expense in returning Reserve Banl: notes to all

& complete

Governor Mcihougal, I second the motion, if

motion.

=

The Chairman Governor Seay, what have you to s ay?

Governor Seay. I am informed by the men of our bank
that it is the practice between several of
Banizs. to absorb 2ll th: cherges ofi

or unfit. All charges except c ost of
insurance we are in fa of ebsorbing.
absorbing all charges for insurance,
the unfit.
Governor Fancher. lie are in favor of that.

GoVernor Norris. Wwe are in favor of ahsorbing them

2ll, including the insurance,
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Governor Seay. The other matter has

with, anc¢ it is felt that each benl has its own policy

S : on

Ol Iinsurance, and that the matter is cowvered both/incoming
and outgzoing shipments and it doecs not need to he dealt
with; anc that with respect to the postage, the practice
elready prevails of bsorbing the cherges on those between
the several Federal Heserve Banks, but I thought it advis-
able to male it goner

Governor Young. I male “such:o. motion.

Governor Norris., I second it.

The Chairman. This covers s Xpens of shivping,
both fit and unfit, including postage and forth, except-
ing insurance, which will be covered by the blanlet policy
of the receiving banlk,

Governor Young., Yes sir.

The Chairman. If thet is a motion, I will put

vote.

(The motion was duly secondec¢ and carried unanimously).

The Chairman. The nsrt is
Hethod of accounting for postage on ship-
nents of Federal feserve notes made direct

to banlz of issue. Should be uniform.
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Simplest plan appears to be to include postage

in the wire advice of shipment. By this method
only one entry is made ené no further attention
is necesgsary on the part of the forwarding banks.

I pight say that there is some objection to that in
New Ygrk on account of the detail ipvolved
age amount, as I undsrstend it.

Governoy Young.Might we consider paragraph (4) before
we consider paragraphs (2) and (3), and if we considered
No. (4) favorasbly, it will totally eliminate paragraphs
2 and 3.

The Chairman. Very well, we will skip to paragraph

1

Cannot settlement of shipments of other Federal
Reserve notes be handled through the Federal
Reserve Board in & manner similar to the present

daily settlement of collected funds through the

Gold Settlement Fund. Submitted tixis would

greatly reduce the number of telegrams over

the private wire systen.

o

Is that possible to do?
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Governor Young. I think so.
Goyernor Seay he is, to have the 3oard clcar the

telegrams?

Govgrnor i«,'anci}_(_\vr, Thcn t}’\_(j T b 2L E '\:‘Tould b@ 2 matter

of mail advice, would it not? I mean simply en sntry.
Governor Young. Yes,
The Cheirman. GoVarnor Fencher, what
Governor rancher. That would mean the

amounts through the Zoard, then followed

airman. Gxectly.
Governor Se«y. As I understanc it, the Federal Rg-
will advise the Boarc anc the Board would
telegram to all the other Federal Heserve Banks.
They woulé clcar the telegrams,

The Chairman, Vell, we ship checks to other Federal
Rescrve RBanl:s an® we ship PFederal Reserve Bank notes to
other Federal Reserve RBanlts., Ve can cffect a settlement
on shivments of notes just as well as we can eifect set-
tlements on shivments of cheelra. The point is shzll we
g0%7- Tan't thet 1te

Governor Young.
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Governor lMcDougal. f thesge scttlements will be made
on the dote of shivment, g ¢, s8y ye! I think they

can Des

your tellers wil

in Gheicay.

Does thisg sult everybody or coes it
conflict with any indivicdual views? Is there a disa-
greement?

Governor Young. make o motion
ably on thes suggestion in parsgraph (4).

The Cheirmen. Is that seconded?

Governor Fancher. 1 second

Governor HMcDougel. My cua

on thsa cate

(¥hereupon the motion was put to a vote and carried
unanimously) .
The Chairmen. DNow, we come back to (3).

Governor Young. It is not necessary to consicder that

Chairman. (3) is ¢ispossd of bs he action talen
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en (4).

Governor Young. Aand so is (2).

The Chairman. (2) 1s likewise disposed of.
Now, it will be nec¢essary to recommend, of course,

a gset of code words or a method of teleg

iy,

raphicg to deal
wilth curreacy shipments. The present code may cover 1it,
but T think it will probably be necessary to devise a tele-
graphic formula, will 1t not? You ses each bank wlll want
to make a separate advice of currency shipments as distine
gulshed from the other ltems requiring settlements, as I
gathar 1t.

Governor Fauncher. If this is put into opsratlon it
would just mean another settlement; another set of settle-
ments or entries each day.

Governor morss. Does (4) take care of (3)%

Governor Fancher. Yes.

The Chairman. i#ho will take charge of working that
out?

Governor jcDougal. I will be glad to ascartain
nhether or not our present code will cover the sltuation.

The Chairman. 4s a rule, the wire system centsrs In

Governor dMcDougal, and would it be satisfactory to ap-




point him

rengement of
Governor Y

Governor scconc the motion.

There will be some arrangement

bhat -is, 41 80 farigs concerned.

But I now refer

(Z) and (4). ‘Those
Soarc ‘on behsif of 211 of vacerstand
the motion.

Govcrnor
end. they will
will have to bg

o

it not?

Yes. It will be revorited in the usual

The Chairman,

course, usually <o, s n as the recorc is mede

e perfectly propor for Governor

anc 1 Bhdnls 16 wonld

Helougal to telic up corrcsponience immedistely with the

in regrrc to this matter.

Govornor i.ciiougall. e glad to do it.

The Cheirmen. objection to that? If not,

SR
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it will be considered

It is uncerstood

of the cos

'y

e

Governor i

The

Cheirmen.

Governor Young.

Governor Faonchexr.

Governor Young.

say anytl

nave to h

not

e
Lico

The

=1l

to have

¢ PUrpose o

-

is

dzrrison.

The Cheirman e

Currency

Standard

iie s
been

a

<L

Treasurer that =

very matter in the
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1t would -1iob

hee
“

motion passed

anc

ispos

committes

sal.

e

50 you ¢o

ing about postage.

ES

£ Parrison would

that is right. Hr

e

o Or recommendin

&
= L=

apProvin/ g

f the rceord, that postage shall

reslly cGisposed of by (1).

that is right.

now come¢ to

Circulation.

of sorting currency should be uni-

act of a recommendation to the

by

be appointed to ceal witl

Is there any cuestion eabout




on form 160,
detall of monthly currcncy receipts and disburse-

ments as to kinds, denominations, and conditions.

Governor Fancher, you suggestec that topic.

Govornor Fancher, oRrobchlylthe Go_srnors may be more

or less femiliar with the object of form 160. Board re-
port form 180 was initieted by the Roard's new currency com-

mittee during the war psriocd when Go,ernment agencies were

-

heving difficulty in printing sufficient guslifies of

currency. This monthly report is a very eleborcte dis-

o

of balances,6 receipts anc bursements of currency
zinds, denominations ons, new, f£it and unfit.
is our understencing the he purpose of this analytical

report wos to determine each FPederal hKeserve Rank's aver-

age reguirements and turn over as o guide to future

printing allotments and to permit a withholding of a certain

percentage of the nrocuct of the Bureau of Printing and

Engraving from issuance, in orcer to builcd up a currency
reserve. It would seem that during the »eriod this re-
port has been in effect that accurate enough conclusions

o
i

could be érawn therefrom as a basis for woriking out the
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1 'tiiis nes
a continuance of this report?

considerable worlt to propere t

a

V¢ have/man in our ban!: who hag:

harge of these matters, and he is of the opinion that the

Board w be reluctent to sbandon thot report. If you
offer a resolution for its sbanconment, might it
not e desirable to i it in the form of 2 recommence-
tion, subject also tha be referrsd to tiis new commit-
tee?
Governor Foncher.

would move that the matter be referrcd

rency

be abandoned in the intorest of economy.

Governor Young. gsecont¢ theat.
was carried),
The Chairman.
Tclegrashic transfers:
Limitation on cdetail
suggested by Richmond. Govarnor Seay is

v

elevhons now. EEE gl

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




cuss it until he comes in, horever.

geotion to male?

Gov rnor

Governor Young. 3oth parsagraphs

cuecstions that have been un herc at most every Governor's

Conference. There - rongl vay ‘soet. Lm0t s 5o
henolo thot,
that the
be celled to the attention of
4

him corresvond with the Governor of the othex

through thet system gracually a2liminste

necessary telugrems snd finencisl detail.
time to ¢o that. I do not Imow how clss it cazn be han-
ago a great desl, a3
sfac torily ¢own there.
thin: so,
Governor lichoug: ¥es 8317 LoEhinis sen

Governor i Thal 2 a Long wire
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Governcr HMcDougal. I thinis it would be in order to
a little memorandum from kMr. Dillard, who leeps his
There is a little inguiry from
5, ancd Mr. Dillard, who is in
wire, stetes: "That there
hes been but one wire added to the system
7een ‘the

Banl: of Zeansas City and its Denver breanch.

is being handle¢ satisfactorily on a2ll wiresoxcept between

Chicago end Festern ban''s, which is rolayed at h.ashington,

betvecn Chicago and San Francisco. In those tases
nere 1s some ¢ongcstion, due to increase in volume, and
will be necessary, if the number of telegrems continues
ase, to ruovu some relief in
on the Chicago-San Francisco circuit, and probably be-
tween Chice anc the Hast,
Board in its letter X-3051 stated thet an analy-
sis of the business received at the uashington telegraph
office showed that a consideranble ncrcentege could have

been forwarded 2 S taskn ily by mai ing that

all banls
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telegraph wires

nication anc

cmployes on several
occasions, ond t; velieve there is very little misuse of
the wire in this
"Our operator informs me that the last anelysis pade
of buasiness relayed tl ohh our telegraph ofii ce indi-
were very few unnecessary wires being
It would be Giff C to melc such an analy-
the fact that a
crent percentage of the messages are in code”.

In connection with thiy, ¥ sShondc ki e to

70 €rnors thaet

nrectice

least endeavoring to carry by mail sverything tha

o

go by meil and keeping the wire for messages

o E

2

banlze generally spesiiing
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are coing the same thing.
The Chairman. Yes. Mr. He ; refreshes my 1
and I recall it now distinctly, that exactly this seme
cussion toolr pla at the las onfer: : & thinl 1%
Place 2t conferences previ 3 ast. The
points raised are really these, first, unnecessary tele-
laciz of concise expression in necessary
still another cucstion hes
n, eng that is whether it is not more ex
3 maintain a staff necesscry
to
to p he n ges i1 then it would be send con-
clse messages in open language.
Now, I happen to have disorssec this situation with

some of the off in our

Conference passed a resolution

once more, an¢ including Goyérnor Young's suggestion tha

the receiving Lan: shoulé tale an interest in the extent
of the necessary language of messages receives, with

the provision thet every officer, ¢epartment head and em=-
ploye, including the telegraph staff, be made aware of
tiils resolution end its terms, that we might really get

2

more out of tiis subject ebout telegraphing. There is

€
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not anything hbut manigement

thet will =2ccomplish it.

r

Seay.

Govornor

about?

"”
Governor Seay.
The Cheirmen. Yes
absence.

Goyornor Seay.

Chicago that took ex

say not--to certain

cecldsd

should he limited

for the
ing to limit our telcgrams

willing trensmit to

a

the eread of

the use of 2 non-niecmber

that ought to

the member

That is the

transfers may resch.
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Richmontt

arose

to our member banlks,

any

IS e "
.'.Jl‘\f memper pan:

FALAln @

banls which gets

1imit of the de

n each bank

oray
gra

5 k

is
started
Eronthis  Baete - F baints 15

ion, probavly correctly--I will

our teclegrams. I think

that our telegraphic transfers

It should not be

er banks. We have been try-

to just sbout this: Wwe are

Benl o telegram

Now, when it comes

R
so forth,

the in

senc
hencfit of the
R

that we hope




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

678

The Chalrman. Now, Governor Seay, I was golng to add
one suggestion to thils 1dea of gotilng up the resolution
or notice, and that 1is that this talegraph system cegters
in Chicago+ They have an opportunity of studying it there,
and Governor MeDougal and Governor Fancher, I recall, were
the original committee on this telegraph system. I would
like to see this Conferencs pass a resolution referring these
toplcs about the use or misuse of the telegraph system to
Governor MeDougal, with authority to call upon any near-by
Reserve Bank Governor or officer for assistance, and formue
late 1t sclentifically, after due study, and find out
Just where the llmltations should be applied, and then
submit it back® rersonally I do not think I feel capable

to pass upon that matter without our man at the bank having

ar opportunity to study something concrete. I have grave
: to
doubts whether it 4s wise to go/the extent of codirg the

messages, to the extent which we have gone. e have a
large department coding messuges all day long, and when
you come to consider that we sent last year 175,000
telegraphlc truansfers out of the bank, you can see the
extent of the labor Involved in it all. Nox, if Gov-

ernor icDougal would undertake to formulate something




that could be submitted

Y ¥
’.LJ./‘.

gebt replies

resubmit it 211 as rthe:

he setisfiec to have the

reault of that, i iew
graphic business

lilze to have some one come to

woriy on it with him,
Your

Governor ugal.

act of

people

of

inates in Hew

we will scend

suggestion is

this Conference, I would

in ¥Mew York

abicde by the

the large volume of tele-

would

he

York

Chicago from llew Yorlk to

him some one.

thet this be

cormmittee?

It ig the

Formulcte something that is

the whole subject of the wire

Governor Morss. Didn't

hac obsurvec these

. wes not much abuse of

e
L0

Governor Mcihougal.

but the idea was, accorcing

to this stucy that

he reports that the wires gre

necessary purposes, the

tively.
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comprehendive,

message

to

was mole by

excepntions

I thinlk,Governor Strong,

coce or telegraph committee.

thet
system.
Governor licDougal saj

s an¢ that.in your opinion

completely

this report, and according

the man who wes in charge,

appercntly only used for

being very few compara-

" 4% might.becqiide pos-




sible that the New York Banlk, which does use

naturally more thean the other banls,--I1 wonder

sort to the code to a greater extent than the others?

e send a great many open messages.
The Chairman. I want to have it studied. I do not
tha s d New Livery much or wnobt. - hat would
to be developed. Thare . complaint about the
giving rise to the topic on the next page.

SERdRE Ry

m St.Louis.

weve it in Richmond also.
opeprators expross criticism.
Govarnor ?iggs. Our
code words are too long anc they delay the transm
of the telegrams. They are not easily made in
graphic tombinations, so they say.

The Cheirman., I would like to include

to be submitted to Goyernor HMeDougal.

GoVernor dcbougal. #ell, I have a memorandum here in

the subject that you are now presenting, Mr.
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tps://fraser.stlouisfed.org




Chairmen. I want to say on behalf of Govyernor Fancher

anG myself as the original commigtee that you gave us

ok O

some job when you gavce this job of worl:ing out a

-

a great deal of stucy and the
Tire
a8 we usually
cen be dJdone ju
rate the Business
1¢ contract, was
superior of any otheér cocde company in New Yorik.
recognized that there were great many long words,
and in respect to the whole m & cre L memorencum
prepared in the banl::
"Five hundred and ninc
coce were del ivered to
distributed by them to tho various
in June of tis yea This code
The total cost of
2e1%, which amount was shared egually
the twelve Fedoral Reserve Beniis. Some complaints were
received afte hz code hac been in use a short tims,

chairman of the sub-committee, ad-

gitized for FRASER
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a letter of inguiry to

inviting criticisms or

of the replyswould indicate

to the code were due *to the

unusual usec. igzins

WOrds

Men's Cods Company, who compiled

written suggestions as to whet

getting suggestions.

has been celayed

presicent of the code company. You

Harding stopped in to see us when

returning from his vacation, and he

stoot. reads any

wvaNy
&y

gatisfa

cdeavored to use

¢ifferent, =nd in c¢oing

so many short

However, he believes it is

ning with the letter %s" are ussd,

worcs for nulerals or figures.

omitted

cue that our

operators,

with the letter

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

211 of
suggestions,

that the

requs

will

Tm ~
0ne

possibvle,

y request

of the

the
enc a cigest

principal objections

large number of very long and

sted the Business

code, to melie some

be done about

recall
ceme through Chicago,

seid his compeny

possinle to make

#orcs for so comprchensive

if

O

test worc begar

opinion thsat =




little more cxpericnce will overcome the minor objsct-

ions, anc believe that no revision should be made until

it is cdetermined whcther it is satisfactory or not by a
exparience’ .,

Hizgins, chairman
of the sub-committec who worked on this, now zdmits the
the cocde is 211 wrong, and he would rather abandon the
thing end let the telegraphers use their telegraphic
shortheanc.

Goyernor Mclougal. ie has never reported that to the
chairmen of this committec.
I heard a rumble of this in
vasg
/in my office
point-bhlani: s it was that he was not making
any recommendation on this @ which was costing us
rie &
pretty/tr <ole whet it had cost us prior
ration of the e le heaiteted a 1ittle and finally

-

admitted that he hac some hesitetion in coing so, because

he wes chairman of this mmites wh ad recommencec

it, enc he thought thsa
ought to wait a little longser to see how it woried out.

.p -

He acmitted franils me that 1F he had to make a
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recommenaation %t this time, that we would leave it to

the telegraphers themselves to work out their telegraphiec

shorthand.
Governor Norris. I have here a letter that was
me--2 copy of the Business Men's Code Company's
Mr. Higgins, under date of October l&th;:;é@ Mr.
'letter to Mr. Dyer of ) of the 29th.
The Chairman. What coes
Governor Norris. He says: n September 17th I wrote
you anc¢ the ; b e of the lcased wire code com-
migtee that Iir. Harding of the Business tien's Code Company
would probably not be able to mealte a complete answer
to the criticisms developed in the use of the new code
in time for the vashington conference this month, and there-
fore the report to the Conference might better be omitted
until some time later. Thé enclosa copy of a letter re-
ceived this morning from Mr. ing conveys some general
information such as 'that it would be advissble to give
the coce a tes 2t least six months'. fiouléd it be
your opinion that the sub-committes should meet some

-

time in February or Harch to formulate to the leased

of sction? :
comnittece some definite linet/ Very truly yours®.

wire




This is irom lir. Higgins to Lir. Dyer of our banl,
I thint is elso on that committece.

The Cheirman Doesn't it seem apm rent thet this matte:
can only be ceelt with by referring it baclk to the leasced
wire committee? ; one practices that have cevelop-

the use of the ? Are you willing

action?

Governor

Governor

(The motion, being duly secconded

Governor Mc:ougal. I would
cennot comprehend why it should cost your banl:
£8 I understood Mr. Harrison to state
much to operste under tihis code as it aid
We never had that trouble,.

The Cheirman. You did not understond my

Governor McDougal, I am speaking of Mr.
remark.

The Chairman. But it costs us three times as much

to operate under the present system, which includes the

use of this code, plus the necessity of having to code

a great many more messeges than we have previously coded.
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Governor i:chougal,
possibly be,
sort. e have added one individual to
ing to my understending
Governor Norris.
Governor iciiougal. Unless s that ¥ i you
G0 code 2 good many more mcssage in proportion thet we co.
The Cheirman. That is probably the situation, but we
in response to what wes not a dircction, but a very
strong indicetion from the - Re > 2oard that the
leased wire expense would be rad " we would code our
messages,
Governor
sages coming,
coce things unless they ars confidenti
Mr. Harrison. I will explain this, that my ststement
about it costing thirse times as much ought to be qualified

to this extent, that lr, ges! eémitted that that is

what 1t would be, we we doing cverything we were sup-

posed to De CGoing under this arrangement; but we think

we are taking certain liberties which has kept

below that iigure of three times zs much- but ¥Thaighsh ¢
3
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a mecmoran-

TEuto i

not hanced it

Confer=snce nov is to

to the com-

wiitieh Governor -iiecDougsl is

This leesves III E, sub-paragraph (3):

Federsel Ressrve Ben!: lisbility for

m -
13l 8

e to call atbention to. I copn probebly ilius-
trate it best by steting 2 specific tronssction that

brougnt this up.

Banlk: of ablanta o
Brothers.

it was relayec

a2t the Federal
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he
e

but

advice the

of

N

Broth

0
transferred
receive it, two telegrams

Philadelphia off

Bankt by the Fourth

was brought to our

There were ot lesast

telephone or telcgr

fers of funds, as is our

actions.

~

The Chairmane. Do

the

he embod in

Fourth National Bani:

credit until

Pk ol
(LSS RN

that-mornine,

anvh of

you
record which you have just

instructions

o stlisnte did not

after 2 o'2loek, the

The Ltlanta

s hed beer that this money

anc.

of inguiry we gent to the

the afvice of ecrecdit re:ched

the Philacdelphis National

to

Atlentz, and the matter

ur member ovank.

three telegrams that were sent

acvising the banks by

on cccount of wire trans-

practice in hendling such trans-

offer a resolution referring

made to this commiptee to

218079




Well, T will male either a motion
thet it be the universal aractice to advise
lephone or telegraph immediate
Governor Wellborn. Are they teking into c
There is one hour'!
time .
GoYernor Novris.
the- point.
“ellhorn.

Governor wWellborn, There is no excuse for our banls not

delivering that Dy mesaenger. It is only about a two min-

utes' wall: from our banl to the Fourth National Banlk.
Governor Fanche: what is your tustom al
the receipt of large transfers to the member banks
lanta?
we usually send it by messenger.
here within three
anyway. he Fourth Nstio: Baniz 15 only
about a2 two minutes! walil:,
Governor Fancher. Suppose you ¢ic¢ not have a messen-~
is the transaction held up?

Governor Wellborn. No.
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I would like to investigat I édid not know of it.
I will malze a memorandum of L When was that sent?
Goyernor ¥ Octobe
If there is no objection, I offer a motion that it be
rocommended thot all Heserve Banlks advise payee banks of

telegraphic transfers at once, by telephone or telegraph.

The Chairmsn. You have no onjection to having that re-

i

ferred to the committee, to be includec in taoirivebort,
have you?
Governor Norris. HNone at all.
Governor wellborn. T think thet Goveérnor Norris is
in not writing me about this. If anything like
ever comeés up, you should notify me at once. The
thing I would like to do is to get on to that.

I‘would lilze to meke some progress on

I’ﬁi ght °

Governor Van Zandt. I do not think what they are talke-

ing about reslly touches this topic here. This says “Fed-

eral Reserve 3snk liability for telegraphic transfers”.
he Chairmen. I have not guite reached that yet.
Governor Norris s=id he wanted to bring thet up in con-

-

nection with the previous subject.
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Governor Fancher. Do 3 think it is neecessary thet
that matter be referrec to the telegrsphic committee
The Cheirman. well, the motion alrecady pas
nat emong othur things to be done by the committee
on leased wire service would be to formulate a circuler of
ctions for use by rederal Re Sani to take
this very question that

ag should be includsd in that
Is that action satisfactory to you, Governor Horris?
Governor Norpis. ‘Pericctiy.
{The motion, being duly seconded,
The Cheirman.
{3) " Fadgrzl Reserve Banl: liebility for telegraphic

trensfers.

That is suggested by San Freancisco. Governor Caliiins

igs not here., what ¢o you wish to do about it?
Governor Fencher. why not just pass it until Goyern-
or Calkins returns to the meeting.
The Chairmen. Very well. The next is
IIT F. Should the resolution sdopted a
Conference, in reference to requests of non-

member banks for currency and coin service,
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accompanied by Craf y correspondents, be
reconsidersd?

1s suggested by Philacdelphia,

Governor liorris. You will 21l reca

Conference wie had
siioulcd the
shipments of currency and coin to and
respective cistricts. seeconcé, should
‘8 for currency an¢ coin service, accompanied by
on saic corresponcents, be re

There wes a long discussion on the first ons of these
subjects en® very little discussion on e sec
have iately had some corresnondence with

rather thints the

cy to non-member banlzs on their drafts.
of this matter at ths last Conference, Mr. Gilbert ad-
mittecd that the Treasury Depsrtmsnt had never done
and the Sub Treasury at Philadeclphia never 2id it.
have so far declined to do it. ye are very much opposed
to doing We feel tho > non-member banlts have
too many privileges azlrecady and we do not want to extend

that additional privilege to them. Thec action of the
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Conference last year on those two points was summed up by
the Chaeirman--

The Chairman. I huve it here. The action was a vote
that requests of non-member banks fer shipments of coin and
currency, accompanied by drafts on said correspondents, should
be recelved and honored only at the expense of the non-.membar
banks, andonly‘after collaection of the accompanylng draft.

Governor Norris. Yes. Now the principal question that
we have had correspondence wsith the Treasury Department about
arosé in connsction with a non-msmber bank up in the coal
region that does not Keep an account with any correspondent
bank in our district. They wanted to send thelr drafts on
New York to us and have us ship them currency, and we do
not see any reason why we should do it.

Governor MeDougasl. You should not do thate. There is
no reason why you should.

Governor Van Zandt. I think you have to do it as a
Suk Treusury function.

Governor Lorris. They never did it before.

Governor Seay. Doesn't 1t mean correspondents within

the city?

Governor norrig. I would be a little more reconciled

tized for FRASER
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to it if it was,

The Chairman., That wes our undsrstas di
New Yori, but all of the non-member banis
woulé heve sccounts in Hew York.

Governor Norris. You see, as a matter of fact, this
is a Dani uv nesar seranton, an¢é they have their own cor-
reapondent account in New Yorl:.

#61l, isn't thst one of those cases

¥ 3=

that you might cell "bordser line' case thet has to be

worked out with the Trezsury De

particular matters you are

Treesurys

Governor Norris. No. They are asiing us to merform

a function here thet,the Sub Treassury never ¢id perform.
The Chairman. Shipping coin?
Governor Worris., N Shiips g currency, Because we
o 1t for memver banks, they cleim we ought to do it for

a2

them, although they must admif s Mr, Gilbert did adnmit,

that the Sub Treasury never did do it for them.
The Chairmen. Does Lr. Gilbert insist that it must
he done?

2

Goyernor Norris. No, he c<oes not insist, but he is
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strongly of the opinion that we ought to do it.

rrison. Isn'’t it a necesscry part of the
policy that b}v'uc@kr .l Reserve Banlt should bo the sole
distributing cgency of currency?

Governor florris. I have gone on the principle, thet
in taking over the Sub Treasury we were bound to do all
that the Sub Trecasury did, but we ere not bound to éo any-
thing morec.

fiseal agents you are bounc to co a
lot more than the Sub Tressury ¢éid. We o1l do it. In
the o0lc caj f course sashington was the central distribu-
serve
the Goyorament.
Governor Norri vashington doesn't co this.
Sub Treasury did

Governor McDougsal. The &ub Treasury in Chicago did

do thet.

Governor Forris. Iy some cGistricts I believe they did,

en¢ if they hed done it in our district, we would do it

Governor RMcbouga

Sub, Treasury did
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possession of ¢ fund he Reserve Banlti should con-
tinue to do so.

That was the custom that pre-
vailed in the Sub Treasury in Cincinnati, and we have con-
tinned iH

Governor Horris

guestion has

I do not believe thet qmestion has arisen
with us, but we ship to non-members when we get New Yorlk
funds. If your funds are made to yourselves, I should
thiniz you would hesve to ship it. The banlk is in your
cistileth.

Governor Norris.. Then we are removing @

ement to membership.

Governor kiorss. Is the principal thing the question

of the egpgnsgrce of the shivment or the funds?

Governor Norris. It is the question with us, purely,
netion between a member and 2 non-member
is whether we shall rénde vice
to non-member banks that we have never done before.

Goyernor. Morss. .@hich esre they the mosh insistent on?
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The guestion of expense or
give you?
Governor HNorris.
it erose at a time vhen nevw money was
LY

whicn this hanlt wrote to their ¥Wew Yorl correspondent

wanting funds, the ¥sw Yorl: corresponds

“"You get it from r Keserve Benk'; so0 they applied to
it up with the Sub Treasury
some fellow in the lianover Bank there who
very ugly letter writer, anc he keeps writing
goout it.
Chairmen. .¢ll, Gowvernor
sury system has been sbhsnuoned
and they have nl=a

agents, the duty of

the twelve keserve Han! and. the cuty of distributing

currency has no relation to whether the banlzs are members

or non-members of the TFederal hes > System. I think

zasury is bound to tale ti ition that no

L Lex

matter whether it s an inducement or not for a State

5 1

banl to stay out of the system, that the bank in the




rederal neserve

from the

ao - nob- thin:-

Governor

The Chairman.

cone in

this

Treasury hac not

Governor Horris

peculiarity

rent method

Governor lorss.
they wanted

Governor Norris.
guestion, when Mr.
gaiad to him:

"But you did not give

cone

feels

L3

(:_ l atrm

D L

you can got

L.OIrssS.

Anc

instance.

Treasury is bound to rule that it is done
erally throughout the Feders:

Philadelphis district

No.

Gilbert

the

nce, by offering their

Thet

awTa

.

Lhated

698

ict is entitled to get the currency

United Stastes when it sends
cost of shipping it.

. Faspe. . )
AWEY - 1T 1POI B

X! t o
& 1 -~
is whet we have

contendec.

what would have to be

the Philadelphis

Sub
ctly this type

~

o
Ul

transaction,
it

shoulé not be done, but I

gen-~
()

Swatem and that the
itself justify

y &

to what »re-

of where

Giscussion of this

Governor kchougal

-

the country the

privilege of calling upon the Sub Treasuries for currency,
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on 2 Chicago bank
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rcesury Department. They would not honor that.

And
TR - s
thinlz that this would be

of your district, that these
non-member benks would De foreed to either joi
erve cystem or clse to open an esccount in Philadel-
ohia, becauses you are not going to ship currency until you
collect the New Yorl funds, anc thet is gzoing to be such an
incovenience and expense to this baniz in Screnton that
they will cither join the system or will open an sccount
in Philadelphia,
Governor Noyrig. 'They have mobtiadone eyiner so Loy,
Governor liecDougal. What would you have done with
the craft been in the form of a Philadel-

Governor Norris. Wwe would not have done a thing.

(=9

Governor licbougel. Then you are 7 ming in

accordance with the vote of the Conference. I think you

should.

Governor Nor gees 1o that thet be

re-

considers nremium on

non-membership.
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We threshed that 211 out

resolution, Govornor Horris,

&

Governor Scay. You are going to omit to

account thot in onc case we ship the currency

wrer bank ancd in ths otheé

w2

L4839

memoer denlky

to pnush

possiole,

you suomit Tor tho

Governor Horris. dox thini:

rcsolution, vihwich I gether the expressions

have been mace would be voted Covm.

4

The Cheirmen. I think that safe conclusion.

Governor Norris, you <o not tals
viswtof -t o

airmon., The

Miller this morning,

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




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

Governor Calkins is interested

3

would like to have him here
2 suggestion to malke to the Conference ; particu-
lar matter. % ile & whe have
in mind to suggoest
agreeable we will
down to topic

Fiscal agency Operations.

C. Absorption of fiscal =2gency costs.

San Francisco., I call your attention
to the fact thet thet wee disposed of at our meeting when
there yesterdey. nless someone objects

will consicder that that hes been dealt

Governor lorss.
you tell me in just

The Chairmen, I thinlk it was
out a vote being taken, that it wes

2 = + A Mays ~ = S
time to advocate the Treasury app

an appropriation to recimburse fiscel sgency expense; that

it would probably bring down = storm of protest on our

Is that satisfactory to the Conference, to con-




‘ slder that thut has been disyosed of?
The next is
VI. B. Direct pouching of mail in Federal Reserwve
Banks.

I want to gsubmit a report »hich was to be mude by the
New Yorxk Bank, I believe.

Al the last Conference I undertook to have a letter
dispatched to the other Federal heserve Banks and proposals
sent out for dealing with thig matter of direct pouching.
That was done by ur, Saller. e had already adopted a
plan and had observed its satisfactory workings, and 1in-
cldentally we find that there is an interest saving
from the handling of items both ways; gotting in ltems

in time for clearance; getting them out latsr so that ue

can include more items in the mail, thereby reducing the

float. That has resulted in a saving of from a thousand

to twelve hundred dollars a day in the New York Bank.
That 1s a little matter of ,300,000.Q0 a year.

on July 20th ir. Sailsr forwarded a digest of the
replies to hils correspondence to all the federal Reserve
Banks. The repdies indicated that seven Fedsral Reserves

Banks have establlished or are in favor of establishing a
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The Chesirman.
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to the postoffice from the ban'i, end thot hesg to be
sorted and 2 ccridmin schedule of time is recuired in
it into the pouches to given trains. Thet multiplie
wtent, in connection with the sorting on the
uncersting it, ‘e have found it
e would lile to have v the-REeserve Ba
£ possible. Governor Ven Zanct, with whom I have
about it previously, is in favor of that.
Coverno®d Tanchor, is 2ll the mail pouched on the train
to your sub station?
Governor Fenchor. No, it is not pouched in.

not got the same form of sub station es you have.

gtation.

Cheirmen. HHy recommendation is, af

at the baniz, thet we fo not havs classified

where you sre subject to

office claorls, who are subject to the eivil service

The mail in our bank. is hondled in our own bank and by our
own cmployes who spenot subject to civil service rules.

employ and discharge the clerlks, and the only thing

by having our
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Governor PFencher. we pouch outgoing mail to &
number of treins.

The Cheirman. ‘well, that is 211 rcsorted on those
trains.

Governor Fencher. I don't thin so, except they ere
pouchel. to certain treins thet might bs drolken up, but
they Co not pasc through the postofiice at sl b dn other
words, they tool it up with ths Assistent Postmester
and worked out a2 plan as to interse ing rail connections
where there is a big exchonge

Governor Seay. DIo they have any clerk in thore to

fact that envelopes heve stamps on them?
heirmen. 1o sir.

Governor Seay. They leave the entire matter to you?

The Cheirmen. It is run just exectly as the post-
office.

Governor Seey. Under your own suthority, with their

2

permission?

The Cheirmen. Under our ovn authority and with their

permission. I ¢ hinl: thot there is eny offi ce in
the United States that got that privilege until the Fed-
of New Yorl dicd it by 2 special ruling
General, e had to look up thetis
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zaw bo see il wes ibie - gnt o that 1t
T thinlc 1% a2 a0t econom] 3 more security
bececuse we hese pouchnes the United States

el

mail wagon right at our front coor.

Governor Seey. . You heven't thet privilege, have you,

Governor Ven Zendt?

Governor Van Zenct. e ere in = bebter position
than that. e hove & let Tosub ation right, there
in our building, on the third floor of our building, and
the United States Government peys for all of the employes,

puts in their own cancelling machinery, and everything of

iy B P | T SRR 3 2
940 o ey 18 ¢ (@ 85
. ™ T " g 191 G Bane: R e
Governox 02y But ey hancls your
as secure as +the New York arrengime

Go,,ernor Ven Zanct. We cen buy our postage stomps

here and we can ¢o all of our registering there, and

reeceive 211 of our reglstered letters theres

Governor Seay. But it is by no means as secure as the
New Yorl Bani:, because New Yorlt hencles it with their own
employes and you turn the matter over to the Postoffice
Department, although it is your own builéing.

Governor Ven Zandt. But they turn it over to the
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postoffice themselves.

GoVernor Se€aV.e B 1t 18 all-cone unter
supcrvision anc is 211 handlcd by their own cmploy

Governor Van Zenct. Yes, that

The Chzirman. ‘I would like to point out that the
Postmester Genecrel who »nrceedec the preszent Postmeaster
General is o Texen and it mey be that Governor Van Zandt

& vull with him, but I was told by the present Post-

ster General that it wzs not the policy of the Post-

office Department, anc he did hinl: he would be willing,
to make & ruling, to pormit the opening of a classified
lettered station in zny »rivets establishment, except
thot it was oven to the use of the publlec 28 1is reguired
by all postoffices.

Governor Van Zendt. h, ours is suppossd to be.

The Chairmen. Nominally it is, dbut scctually it is
not,

Governor Ven ZanGt. e b as : third floor.
FEEE el Sivigl = bR

The Cheirman. W Gt ot
e lot of people coming into our building and enjoying .our

special facility.
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Governor Van Zandt. e get mail to New York one
day ahead of the regular mail there.

Governor Seay. That is what we understood we would
bs requirsd to do if we opened it. I was not aware that
any such arrangem2nt as you now advise us has been made in
New York could be made there.

The Chairman. It has been made, and the rostmastar

General said to me that this 1ooked,to him liks such a

good thing, when I pointed out the saving of time in the
receipt and collection of chhozks, and that it had a great-
er advantage to the Treasury of the United States than
of any other individual on account of the vast amount
of funds going throuzh their account. He sald that looked
very good to him and wunted to iknow if I would not suggest
it to the other Reserve Banks. WNow, I 40 not think Mr,
Sailer could have made this thing very cleur, #r. Harrison.
Mr . Harrigson. No, I think not.
The Chairman. If you will psrmit me, I will take
the llberty of usking ur. Sailer to submit the letters
to #r. Harrison before they go out and take it up again.
Governor Norris. I wish you would. The outgoling

Postmuster said he did not want to take 1t up;
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he would not bs there very much longer, and then zhen the
new man came in, we took it up with him and he referred
1t to .ashington, and "ashington sald they would send their
inspector to look into it, and that is ths last we ever
heard of it.

The Chairman. I happsn to Xnow Mr. Hays very usll,
and I saw him and told him the whole story and just what
it meant. It should go dlrectly to ths Pogstmuster Genar-
al. If you will permit me, I will get this thing straight-
ened out with sr. Sailer when we get back.

The next is

G, rension fund. Desirability of urglng legislation

~at this time.

This quesstion was sugzestsed by New York, and the quest-
ion is whether it 1s desirable. I understand that sur.
Curtis heard from Saenator Smoot recently that he would
not azdvocate ths introduction of a bill at the prosent
time.

Govarnor Fancher. Do you know whether the bill has

been placed in the hands of Senator Smoot, or is it In

the hands of Governor Harding?

The Chairman. I think Mr. Curtis explained thut he




had been in direcet comminication with Senetor Smoot and
that he had a copy of the bill. It has been printed,
as_ you know.

Governor Seey. I thinl: we ought to defer to his judg-
ment, and are compclled to respect it. It would be unwise
to-ignore 1%,

Fancher. Personally I have some Coubts about
¢c onsideration at this time.

The Cheirmen. I would not like sce a bill intro-
aucec : gbhare disges from that view? If
there isn't, I

The next

VI D. Securities left in custodly.

There is a repoft expected from me on that subject.

Governor Seay. Haven'!t we rcceived that report by

mail?

The Chairman. I thinlk you have received the report

by mail,

We have had consicersble corrcspontence.
there seems to be such = divergence of
considerable opposition to the plan sugges

counsel, MNr. Hart, of sending out a uniform circular,
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thet he hes fo 1 ieccesary to sbanlon any
ich contained

i regere- 1o

comes Lo moke ub ithe-procord toask NMr.Hoyd

about prepsaring report in the form of a letter, such a

I would

nG send it by mai That will save

2 o

cipation of Federal Re
ant: employes in Smarican Institute of Banl
LEfRiPss
geunsgeion frith refercnce © e abhove last-men-
wag not recorded).
s BHoirmenong
leave the Confe
e might take up g het i 3 urrency and circula-

Reserve Banl: 1liebility for telsgraphic transfers.

Governor Calkins. Our Circular No. 96, teleg
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transfers and purchase of exchange, contains the fol=-
lowing provision reclating he liability of this banl:
when making telegraphic

“Liebility for trensfers. M ability of the Feder-
2l Heserve Banlr of San Francisco is limited solely to the
proper trensfer of the funds to the regeil » Federcsl Re-
serve Ranls for & crééit to thic acount of, or ior pay-
ment to, 1o e banlk.

“211 telogrephic messages ere received subject to de=
lays in transmission. If leased wire service becomes
interrupted through ceuses over which we heve no control,
messages may be cdisgnsa s¢ et the ezpense of the Federel
Reserve Bani: of -an Francisco over commercial toelegraph
wires, .The eral Reserve Sanlz will not be responsible
for errors of telegraph company, or for any ¢elay in trans-
mission."

In the pest, we have on several occasions been called

upon by our member banks to maolke interest ad justments,

whaere the payment of telogravhic transfers ordered

=

been delayed-because of an error
in cocding, an incorrect test word, or mukilatita in

transmitting the message from this office to the receiv-

tps://fraser.stlouisfed.org



terms of our circular, we have felt obli-
the recucstec
have recently received from tne
Yoriz 2 copy of & letter they
dressec "irst Hetional Banl: of Seattle, in
them from the First Hational
en adjustment for a celay in the

transfer of 100,000 from the Hational Park Bani to the

Firat Wationsl 3enic- of Sen Frencisco. The Federal KHe-

serve TBen': of Hew Yorl: deelinec to mele any acjustment,

s indicoted by the following excerpt from their letter:
beab wcican to porfeet thig free

sorvice to member banlks, but we in no way guerantee that

o treonsfer will alweys e consurmated the sams day.

while we feel the responsibility in the metter of sctu-

211y cotting the funis to a desires C¢estinstion as promptly

as is practicably possible, it would scem to ve too

great & contingent burden to mssume responsibility from

any interest cleims thot might be made Decause of slight

deleys arising from casuses other then asbsolute negligence,

trust thaot you will sppreciste our attitucde in
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to remit the interest®.

LiO4

volume of telegravhic transfers possing through

Reserve Banlis is constantly increasing, it fol-

that there wi he more .anf morc recuests for adjust-

seom cn opportune moment

Conference, with the

view of obteining the exact'liability

incurred by a Fece funis for

transfer over the ate wire, en¢ with the further

view of outlining

e uniform procedure to be followec by

ieceral RKeoerve Ranls i ase £ the above character,

CoODYy

comments upon

very long lotter. he I 1s that some-

neglizent #nd the First Netional Banic of Seattle

lost money vy

The Chairman.
/1 ¢o not went to

M

thet letber, and I dischorgs
that corresponcence, &s

sttending to other things.
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reply, of eourse, is to rely upon tho torms of The cir-

&

ular, which we have sent to all of our membcr Yanks al-

most identical with this, an¢ not to indulge in correspond-

*’_‘
<

0

1

t

t

s

nce which wolild in any way sppear to be a modirfication
fetliie provisions of that circulere: Thalt 18 o Very
anc unnecesarily long. 1 do not lnow wheth

4

iebls or not, but 1 an
alke that up also when

Governor Celi:ins. I would like your view in regard

x St :
o this question, not on this case, Ducause 1 don t care

enything about this perticular case. I there is clearly

-

egligence on the pvart of the bank in cerrying out tele-

grovhic transfer, thers is an obligation ©to reimburse

the 1

BEC DT NOT
in thet casg--

Goyernor Coalizins.

"

ability of the

e bhelieve that the 11

1

out in the clsuss such as you read, or

would be better set out in any other clause which has

been suggested Dy our counsel,--it might not be better--
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but a revision of the existing cuse which would read
something lilte this:
he liability of this bank will be 1i
to the proper transfsr of such funds to thu
the account of or for paymor
benk. It shall ¢ liable in any case

lays aricsing from interruption in the worling of

lines, or for delays or errors in transmission occurring
outside of this point, or from other contingencies arising
out of its control.
Now, nere is another case similar to our collection
circular, where the system
In other words, if your

somewhat ciffercnt from those

which we define, we protect ourselves against you

by using the same languaze in our circular in

ji6 bonTrons The same applies to the Faederal
Board, which is the relay station.
Governor Callzins. I cuite

&




#
The Cheirman. ¢ We think so in New York.

Governor Calkins, We think so, too. ©Now, if you

want the facts in this case, I think I have it.

The Chairmen. Is it your opinion that there is liabil-

ity in that case on New York?

Governor Calkins. I don't know. I couldn't answer
that.

The Chairman. It is a purely individual case. T 4o
not object to discussing it, but I am vyery keen to clean
up this program.

Governor Calkins. I do not want to discuss it, but
T wanted to discuss the question whether we have liability
in case of negligence.

The Cheirman. Unguestionably.,

Governor Callkins We have reimbursed banks where we
have been negligent.

The Chairman. 3ut what irritated me about that letter
was thet our circular recognizeg that we have liebility.
That letter should never have been sent. It does not deal
with the fscts to determine whether there is liability or

not, and I would like to have the facts, if you will be
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so that we can deal

them to me,

wil

good enough to send
them,
You bring up a point there

Governor Fancher.
have got

there being a uniform circular.
I think that all Reserve Banks
was

n ¢ to r emember when I

one tircular, because I har
oard I suggested a form of liabile |

Federal Reserve B
the Federal Heserve Banlig,which was trans-
{
{
i
§

with the
I understand that that was adopt-

ity clavse to
mitted by the Board, and
Governor Calkins' quotation from|

the banks,
his circular is so nearly identicalf

clause i
|

ed by most of
liagbility
that I am rather inclined to believe that that !,;'i

tae
with ours
paragraph is the same.
Governor Fancher. Does your attorney suggest @.at .|
better clause?
he does so 1s ons
The only reason */ entirely different

Mr. Harrison.
He conceived the idea that if

from the point at issue.

the operators in Washington, for instance, made an error
nsmitting from New York to
The guest-

£
il

message that we were tr:
liable?

or would we not be

on &
ey

e woulc e
iong being whether the operators in iiashington are our
There is a

agents or whether they are not our agents.
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very knotty legel guestion as to whether or not we would bve
liable under our own circular in that instance. The Chi-
cago operators, for instance, are naid practically by all
the Heserve RBanka. In that event, would an error by a
Chicago operator be error which would “attribute negligen:
to the New York Bank in trensmitting the message, and I am
rether inclined to believe that it would. Qur counsel
has dovised this paragraph so as to exempt us from lia-
bility on account of an error in a message that we send
hrough Chicago which is erroneously transmitted by the
operator in Chicago. Frankly, there is no reason why we
should not assime that responsibility. Somebody has to,
Governor Calkiné, I woulc say that we certainly should
gasume it.
he Chairman. We passed this subject until Governor
Callrins arrived. If you are willing to aéd this guestion
of the uniform circular and possible perfection of the
langusge of the circular to the other topies referred

to the committee on leased - -wire service, and it is agree-

able to the Confersnce to do that, we might undertake %o
to
have all the twelve circulars reviewed, to see/just what

extent they are uniform. I think it would be worth having
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cone. You have 211 the circulars

in Chicago, have you not, Governor

Ch

Governor liecDouegal. I co not know that

zet them, I would be . to undertal

one-point in connection with this whole that

not. cleer 0N, vou have referred these matters back

-

the wire committee. What are we to do with our recommen-

They eare to be sent to all of

- ) T OY haols
ks, end you ere toO get a report back on

have cone before.

Governor Melougal. And not weit the formal Conference”

The Chairman. ' No.
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The Chalirman. Governor Young, would it be satis-
factory to you to strike out the discussion about the
american Institution of Banking?

Governor Young. Yes.

The Chalrman. It 1s orderad that the record with re-
gard to the American Institution of Bunking be stricken out.

Governor Calkins, we have also passed toplc No. 4,
Gold Policy, awaiting your return, and the reason for doing
so was this: This toplc was suggested by hew York, and
what I am going to say now I would llke to have consldered
ag espsecially confidential.

we recently had a visit, as I mentioned before, from
Governor Norman of the Bank of England. He was accompan-
ied by Sir Charles addls, and one of the directors of the

Bank of England happened to be in Canada, and he came down

also. #e had three directors together, that is, Horman

and addig were her for three weexs, and the thirdman for
a few days. -¢ dlscussed a great varlety of things, and
I hadhoped that it would be feasible to invite some of
the Govsornors of the Reserve Banks to join us, but for
various reasons it was not feasible. "e did succeed,

however, in getting Governor sorss down to dinner one
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pight., This visit w#uas arranged on vsry short notics,
by the way, was quite unexpected, ard was to be kept axe
ceedingly confidential.

¢ dlscussed a good many matters, ard it all boiled
down to two of some consequence.

The first ons I do not want to go into at length, and I
will merely refer to it as the consideration of a tentative
and very sketchy plan by whieh the Federul Ressrve Banks
would joint with certain banks of issus of Europe and might,
in thes course of thig ysar and the coming y=sar, participate
in a program for the restoration of more normal conditions
in Austria, for vhich there is a crying nesd. I willl only

g0 80 far, inasmuch as there is nothing imminsnt at the

moment, to suy that the theory of dsaling financlally, eco-

nomically and non-politically with the austrian situation
is due to a peculiar situation in Austria itself, whereo,
with a population of about eight million peopls cr there-
abouts, especlally in the City of Vienna, they have all
of the tradltion, machinery, skill and experlence of
governmenit, not only for austria itself, but for all of
those nations that sere carved out of austria; and the

fealing has been strongly developed in London that in
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order to stabilize thz whole situation in that part of Eu-

rope e have got to bagin in asustria, where thara are peo-

ple zho know how to run goVernment and banks and manage

large railroad systems and gencrally deal with problems

with which the shole of that part of Burope is aow confronted,

and that natlions like a part of roland, Hungary, and a part
- of Czecho-Slovaizia, and so on, that were crowded out of Aus -

tria llterally had no one there who knows how to run the

economic affalrs of government or of the gonsral business

fabric. All of that country was served by one central

banz of issue, which is now in liguidation. Vienna

has often been alluded to as not only the political center

but as the hesrt and nerve center of a large part of

Europe. This proposal has been considered and discussed

here in ‘ashington with the Federal Reserve Board, with

members of the Cablnet; 1t was discussed by the Cabinet,

and it flnally developed that it did not sesm faasible at
the moment for us to joln in a progrum of that character,
et least not under any llcense of authority or approval of
the Federal Government. 'e had first been apprised that
the administration would approve of some such program, but

that was subsequently changed. I am under the impression
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that within possibly a comparatively short period the subject
will come up again, and if it does all that =ze propose to
do, having ir mipd that this whole system would work to-
gether on anything of that sort, all that we propose to do
would be to make no commitments, take no step shich would
involve anybody, but simply do whatever was necessary in
order to get informution as to whether 1t was feaslble to do
anything.

I did not want this meeting to pass without reporting
briefly what had transpired. #hile there was no dsfinite
proposal that I could gubmit, and if there was one I would
explain 1t, but there is none, and all I can say 1is that an
indefinite discussion has taken place, and if anything is

done it will be in the nature of exploration, so to

speak, and that se would not do anything without keeplng

the other heserve Banks advised anyway. That comes under
this tople, which was put in 1in blind fashion, and because
it had somethinz to do with the possibility of a gold loan.
Now, with reference to the matter that Dr. mMiller was
discussing this morning, I do not want to put that in your
minds as something that might be done, because I am not

sure whether it 1s feasible or not, and it 1s something for
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discussion by the best minds that we can put on it.

A great deal 1s being written just now and a great deal
of discusslon 1s taking place as to when and how and whether,
if evar, the international gold standard, so to speak, will
be reestablished in the world. I listened to Dr. Miller's
remarks alth a great deal of respect, except I had in mind
this reservation. He referred to the return of the time
nhen gold would be freely shipped between nations in adjust-
ment of these necessary but very small net differences. The
fact 18 the gold is being shipped between tha nations today
at a rate and in quantity never before witnsssed in history,
and 8till we do not get anything like stuble conditions in
exchango .

The reasons for this are obvious, and there are a va-
riety of them. I think possibly the lsast of the reasons
now, as has been currently discussed, ls the trade balance.

A large part of the cause lles in the inflation of cur-

rency 1in certain foreign countries, and their currency is

being accord ngly constantly depreclated measured in the
eschange in response 1o that. another cause 1s the insistence

that Germany pay reparation in a manner and at a rate probably
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beyond
. er capaclity to pay; a third possible cause of 4iffi culty

will arise 1n the management of the debt owed by the
allied countries to this country, if it is not handled with
very great sklll and discretion. Now, confronted

with these three or four gituations, it seems to me to

be impossible to hope for a stable exchange situation geon-
erally throughout the sorld. Ye have been considering

2 little what could be done in the absence of any general
program, and what I have in mind is something like thils--
I am not prepared to say it is feusible; it has got to

bo discussed--but thers are eight nations in the world
today, speaking of thoses with which we would naturally
deal, which present conditions that seem to afford an
opportunity for stabilizing their exchangs. They are

not expanding thelr currency and their trade is in rea-
gonable balance. They have large gold reserves in

their banks of 1lssue, and, with the exception of one of
them, their exchangos are not very far off par with

ours, although they have fluctuated more than they nor-
mally would if gold were being freely shipped.

Those nations are Switzerland, Holland, Denmark, Sweden,

Norway, Japan and England. The exchange is not nsarly at
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he case of England, but Englenc¢ would have to be

ogether with the United States. That mealkes

eight nations to e consicdered as possible elements in

stebilizing

Now the resson for is the same rea-

son you might advance for thet is to say, that

the British exchanges are so important in the worlc, so

mach of the trade of the world is financed still with

sterling bills, and it is so much a measuring rod eround

the world for other exchsnges, that it would be highly

céesireble, in any plan of stebilizat to 1neldée 1+ 1f

it .eould be cone. They still have a large gold reserve

are a skilful anc¢ courageous banking nation, and have

credit, and they are not inflating

although their exchange is 2t a heavy ¢i

Now what I have had in mind based a little bit upon

an experience which I witnessed, although I had nothiug

directly to do with it, duriang the war, wn was this:

The Italian exchange went down like a plumnet at one time.

7t was due to some local condition Land we felt, those of
us thet were discussing it, thiat the decline was

by the facts of the Italian situatio it was sausing them

not justifie
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great hardship, espszclally in the fuce of the fact that
sterling was sterling was pegged and that francs were also
pegged to a limited extent. ~ Mr. Kent undertook to say that,
with a capital of $10,000,000.00 to operate on, he would under-
take to restore the lira somewhat to the position 1t had
been in bafore the sharp decline, that he thought he could
do it just by trading if we would give him $10,000,000.00
capital. I am speuking from memory as to the figures,
but I think I am fuirly certein that he cut ths discount
of the lira in half or thereabouts, just trading in the
currency, and that he never employed a dollar of the capltal,
and that he had a turn-over of about 750,000,000 lira. It

was Just a certain «ind of skill in furnishing exchange when

i1t was needed and buylng it when it was not needed. That

suggested the ldea thut 1f we should establish a trading
account, by an arrang=ment between the banks of issue of natior
which are capable of entering into such an arrangement, that
we might get a much greuater stability.

The difflculty about any trading arrangement 1s that
if you undertuge to trads in exchange in a period of wide

fluctuation, soms diy you have got to cover your account
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in case you get long or short, ané the chantCes would be
that any nation with which we made an arrangement of this
sort would get short of dollars, if you please, anC get
caught for a big loss; so thet it occurred to me that if we
were to bring about any stabilizetion arrangement 1t must
be thet with those country and under such terms that this
speculative loss would he secured agsinst by their enter-
ing into an agreement, in the first instance, to cover any
shortege by shipments of gold, which would insure against
anything but a very moderate loss in the acoount; end I

am turning over in my mind--I have not had a chance yet
1:scuss it with Mr. Jay--whether we should not consider
approaching some of the other banks of issue which have an
adequete gold reserve with a proposal for such a plan and
discuss some plan along this line. If we do so, we will

probably want to say this, and it seems to me we would

be required to say this: that these eight nations would

band together in some such arrangement, ancd each would
heve to pledge a certain amount of gold--we, for insteance,
having to pledge probably es much zold as the rest pub
together, but instead of pledging gold in the case of the

United States or the Federal Reserve Banlksg, we woulc sim-
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ply undsertake to finance the operation by credit until

the settlement day arrived, and if a settlement day 4id
be
arrive, then we would/obliguted to ship gold and 1t would

boil down to that. A great many details would have to be
worked out as to how the trading would be conducted,
wvhether 1in London, Hew York or where, who should buy, who
should sell, and so on; I have not gons into the detail of
it et all. “hat I do wmant to bring out, however, -1is this,
that this proposal for some sort of concert of action,
whether 1t 1s in this matter or other matters, is really
now taking concrete form. se have, as you know, agrea-
ments with the Bank of England, and we have an agresemsnt
with the Bang of Japan, with the Bank of The Netherlands,
(the Netherlundische Ban«,) und slth the Tavasche Bank of
Batavia, und se huve had corraespondence with other central
banks, and #r. Jay has visited some of them while he was
abroad.

I have just received a very confidential message from
the Govarnor of the Bank of England, stating that he has
just received a visit from the presidsnt of the keiche Bank;
he 1s also golng to see Vigsering of the Neth-rlanlsche
Bank, and the whole scheme which we have been planning in

New Yorx for some sort of concerted action between thess
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tanks of 1ssue 1ls marching along fuirly repidly; I do not

know what 1t will lead us to, but a part of wshat I saild this
morning 1n regard to our rates is dus to my belief that
shether we want to or not we are golng to have to take some
part in this situation abroad. ¢ probably wont do it politi.
cally, but 2e have got to do it financially and sconomically,
and my thought 1s--I hate to go too far in discussion with-
out a talk with #r. Jay, and I haven't had a visit with

him since he got back from murope--my thought is that

In the next winter #e may be approuached with some proposal

or program of a concert of action alonz some line, I do

not «now what it +111 be, and I cannot forecast it, but I
think the likelihood 1s that 1t =211l be somezhat along the
line of an exchunge account, in the beglnning, such as I have
discussed, and I would like to get an expression of vieds
from those of you here as to how you would feel about such

a proposal of loaning, for instance, tc the most responsible

banking institutions of the sorld a reusonable amount of

money 1if the occaslion aross, each one responsible to us for

its share, under an agreement of such a character that
in the abgence of their payment, in cuse the account ul-

timately was liquidated, thut they would ship gold to cover
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anything oalng us.

Now you may asik hom as would make the loan. As a matter
of fact I think we would not nacessarily need to make a loan.
It could all bs done in current account, which the statute
authorizes us to maintain at baniks that e appoint our agents
and correspondents. So far as the Federal Reserve Bank in
New York is concernsd, I am frank to say that 1f the Bank of
England, for instance, or the Netherlandische Bank, or
probably any of the other banks that I have named, gave us a
contract to ligquldate a specilul contract of this character
by shipping gold if it was not liquidated by any other msans,
I would regard it as just as good, or better, than any bill

we could go out and buy, and under the terms of the Federal

reserva act I think se can buy commercial bills in foreign

currency, but that is a guestioan for future determination.
“hat I have in mind 1s it may involva an obligation to make
advances to the extent of probably ,250,000,000.00 at the
sturt or a smuller amount, with an arrangement for increas-
ing it, and 1f we once undsrtake it we want to do it with
our eyes open, becuuse we have a job that will require
caraful and skilful munagement on our hands.

I do not want to tuke too much time axplaining the
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very indefinite though%s that we heve in mind, but I would
like to get your reuction from it.

Governor Morss. This business would bs done at a rigk
of loss, I suppose, and a possibllity of profit.

The Chalrman. Very little risk of loss and the possie
k1lity of very considerabls profit.

Governor Morss. To what extent on the average, if loss
ocecurred”?

The Chairman. That I am unable to ansasr. It depends
entirely upon whether we enter into this agreement simply
to loan the money and take no risk or whether we entered
into an account upon the basig, whieh I would regard as the
best basis, of a mutual undertaking betscen the banks of
jssus to restore ths exchangses to a more stuble condition,
and the risging of losing under the plan which I now have 1n
mind would be limited to the actual cost of trénsporting
the gold from these countriss to this country. There would

be no great risk beyond that.

Govsrnor Morss. *“ould the Bank of England be favorable

to this?
The Chairman. I 40 not know. e have discussed it

only in the most indefinite way and I do not have any id2as
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e anything to say about this?

Mr. wWellborn. e are very much interested in ceging
and I would lilte to you worl up
get the cooperation of 211 the Rescrve Banks.
I thin't it would be highly cdesirchle.

The Chairma: The principsl banls of issuc that have
been consultec have expressed the view that the time has come
to get the banks of issue togother in some sort of concert of
action and policieg, with some reguler method of exchenge
of views, but just how it is to be brought about we do not

>

know. I suppose it will result in somebody going abroad

again to pursue the subject.

Governor liorss. The object to be attaincd is most de-
doudt shout

the United &te Banlis=--o0f course T
am speaking now wmy own opinion--could ¢o anything to help
bring that ebout, they ought to ¢o

Now I aslteé you if therc was any islr, anc¢ I wes rather

surprisec when you said that 1t vithout risit of

loss., I did not suppose that any. of those things could be

done without risk of loss in a2 business transection, cert-

ainly under such unfortunaste condéitions, but even if there
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sus risk of loss to “he Wederal kesarve Banks, 1f that
could be 1limited, and if it could be plalnly shown just
<hat the loss might bs, so as to make it a reasonable busi-
ness transaction, I think we ought to do it. I personally
do not understand foreign sxchange well enough to know how
you would do it.

The Chairman. You can eliminate risk of loss in deal-
ing with any exchange whilch is at a discount measured in
dollars, if you are willing to shlp gold and produce the

dollars, because you produce the dollars at a greater rate

by shipping gold than you possibly can realize by an exchange

transaction when there is a discount.

Governor wMorss. It would be of such benefit to those
countries that 1t would seem reasonabls to me that they would
ba willing to undertske thut obligation.

The Chairman. I haven't the slightest idea whather
they would or not. Dr. Vissering has for some years past
been convinecad that it sould be a mistake for the Bank of
the nNetharlunds ulone, by gold shipments, to attafipt to
gtabllize the guilder.

Governor dorss. Of course, your proposed arrange-

ment, as I understand I, would depend entirsly on that.
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The Chairman. If you are going to eliminate risk and

fluctuation in exchange--

Governor HMorss. That is the only way to ¢o it.

The Cheirman. VYou have got to do it by golc egree-
ment; th;re is no other way.

Governor lorss. We could finence it as a System, with-
out any doubt.

Governor Norris. That is, thore would be & kind of
to operate foreign exchenge.

The Chairman. Yes, just about that.

Governor Norris. The only risk or loss would be on
failure of one of those foreign banks to live up to its
obligation to ship gold in the event it became necessary
1t.

The Chairmen. Yes, and you cannot conceive of
those banks failing to respect such an obligetion.

Governor Norris. No. I am speaking purely in
retical way.

The Chairman. That is the
course, Governor Norris, all credit operations have a risk

involved, but when you deal with such banits as that under

a gold contract it is hard to see how risk can be more
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Hy recction is thst it is an under-

talking to which we shoulcd lend a very sympathetic ear, I
thinlz that if the Federal Rescrve Bank can take part in an
unéertelking of that kiné that we should c¢o it,
ressonable risk of loss, because the results to be accom-
plished are so tremendous. ¥ Na.vVe
got to lead off pretty soon in

The Chairmsn. Yeés, thet

Governor Fanchecr. Something has got to be done.

Governor Norris. If you want my personal reaction to 1%,
it is something like this: I am bounc to sy
the three grest big opportunities tha

stebilizing ol

.
a readjustme

of our tariff with a view to opening our doors to export

as far as it could be done with the least disturbance to

our industries rather than to put up barriers. NHeither of
those things has been done or will be dons, anc. the third
was to empower the Secretary of the Treasury to ce in an
intelligent way with the refunding of foreign obligations.

T do not “mow just whet the present status of thet 1is, but
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I gather the impression from - newspaper report that I
have seen that the limitetions that have been written iato
thaet bill will make it impossible for him to do anything
that will be of any real use. So that it see to me

that we have lost, or will hose, our three best opportu-
nities of accomplishing the purpose. But because we

-~

have lost those three, it does not follow, of course, that
we ought to throw aside and discard all others. I appre-
ciate the difficulty that Governor Caliins has suggested,

but it scems to me that the vproposition you have suggested

is one thet undoubtedly has merit end may reasonably be

expected to accomplish some results. lic all k¥now that a

market thet is left to itself is lilely to fluctuate very

much more and %o gosto very much greater heights and

depths than it ought to go to, and that a controlling hand
or 2 large operaetor in it can accomplish a great deal
of good. I should think that the political objection
might perhaps be overcome ir this thing was ceveloped

zlong lines ©o malz« possivle for larger exports of our

5%

rocucts to be made, by assisting in the stabilization of

exchenge, through an arrangement in we made no loan and

gaveé no guarantee, but simply entered into a pool, with
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squally responsible institutlons to assume a joint liability
and with & contract or guarantee from them that was just as
good as our contract or guarantee tO them.

The Chairman. That is about the point of view that I
have taken, Governor lorris, in simply turning this ovar
in my mind. Of course, as to the american dett, I think
the entire Leneficial results of anything that we would do
or could do could be saspt away in tusenty-four hours 1f the
treatment of that debt should be of a character that mould
put such pressure on all the sorld exchanges that dollars
would go soaring to a higher premium. That is a difficulty
that may or may not be capable of being controlled, I do
not know. It bristles with difficulties, there is no doubt

of that. The thing that inspires me is the bellef that some-

body should be doing something, 1f 1t 1s no more than talking

1t over, looking towards a plan soms day.

11 oGewernor socDougal. I should like to see you contlnue
your efforts in the future and worx out such a plan. I
bolieve this Confersnce will -assure you that, in the event
it can be worked out om a safs and workable basls, that
the entire System will be sympathetlc.

The Chairman. In any event, there is one thing surely
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thet witl. come of it, and th is that we are
establish a2 c¢loser contact with those banks of
and get better information from then
vantage of authoritative mecon: [ reaching
about a sat many things at we could not othervise get.
Governor lMeDougal. There is one point that is not
just clear. I understood from your
to talze the form of a loan. It must be in the
in some way.
The Chairmen, I say it mey take the form of purchase
pills, which woulcd be to some extent a ¢redit operation.
mey be e loan upon gold,

Governor McDougal. That is what I assumed it would bs.

The Chairmen. I do not !mow. The thing is too indef-

inite. I do not know what the obstacles may be that will

be encountered cealing with these institutions, which are
themselves controlled by acts of their own legislatures.
Governor Mclougal. should thinlt it woulcd take the form
of a loan against gold or its ecuivaleat.
The Chairman. I do not know. Howsver, whatever
,

4
oY

form it would take, it would a guarantee of gold

responsible barks. It might be a contribution account some
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time, but it would certainly, in my opinion, so far es I
have thought of it, be in such form that ultimately re-

peyment would be a pledge hip gold in some form.

would be no legal handicap in
The Cheirman. There would be less in doing it than in
any other form. There woulc be less on our part, but
there might be more abroac. e heve got to look out for
the statutes an¢ things that limit the action oi these

various banks with regari to shipping gold.

Governor McDougal. Ilir. Chairmen, I woulcé l1lilze to in-

troduce a subdje ot this time, enc while I ¢o not know
that it requires formsl action, I would like to revort,

Lt the time of our d¢inner the other evening Governor Hard-
ing appointed a committee, consicting of Hr.

Martin, Mr. Seay and myself to give consideration to the
guestion as to whether or not the group erences should
be continued. Governer Seay an¢ I have reportcd on our
first meeting with the other wing of that committes; and
the fact that cd in favor of continuing
the conferences. We expresgssed the visw to the Govern-

ors, and the understenting was thet lr. Jay and NMr.
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wouléd go bagl:

Conseguently our committec,

night with Governor Harcding,

of the éiscussion we naturelly,

introduced the subject of more frequent Governors

ences to be held
veloped that Gove

cally opposed to such meetings

a4

vancec being thet it would

elsevhere, and. he felt

if
more frecuent mectings
He was so emphatically

2t any point other ths

of pursuing the matter any further, and

opinion and his expressed

opposet

continuing

thine Mr.

held, should be

opnosed to

ooinmion: that-the Boor

to it als end: in visw

rather Telt

Gty
irst vote.
rmal intcrview last
an¢ in the course
anc.-I thin't gulte properly,

confer-~

of Vashington. It Ce-

himself wes very emphati-~

1

being held, the

very much to the loac he is
mubklicity would be

Chat

held

to our holding

to meet for.

meeting of Governors

ashington that there was no use

in view of his Itmown
woulc
or the faect that the Chair-
the group meectings, I

inclined to believe that
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for policy's salkke, il not of consi erstion for Governor

&

Harding himself, thot our commti+tee might better rso mmend
that for the present these group confercnces be continued,
anc that‘the guestion of morc frequent mee 1gs with the
Governors,which was of necessity introiuced into the matter,
be ciscussed from some angle.
Governor Secy, have you
have endsavored to tell just what
gooc ceal seid at the meeting.
Governor Seay. Just to confirm what Goycrnor kcDougal
reported, Governor Harding himself is unsltersbly op-
to the meeting of Goyernors ot any place outside of
‘ashington.

Governor Van : deference to Goyern-

or Harding, chat it is the sense is meeting that we do

not at this timé press request for mecetings at points

other then Washington, but that if we co thet it

for us to have mors frecucnt meetis in .ashington to en-

éble the Govyernors to study and cisaiss topics coyering

the operation and policy of the Federal fieserve Banlc,
Governor Biggs. I will secon¢ that,

!The motion, being cduly seconced, was carried).
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Govcrnor Mciougal. Now, on the other cuestion raisec, I
81l the circumstan without objection on the
GoVernors, that our committee will meet with
other committeec and rcport to Governor Herding that we think
he group meetings should be continuec, Yeast for tie
present.
The Chairman. Is that your motion?

Governor lcDougal. Yes, although I do not think 1t is
necessery to meke a motion. However, I will make a motion
that the cuestion of continuing group meetings has been con-
sidered and the consensus of opinion is that for the present
they should be continued.

GoVernor Young. 4Ancé that the banls shoulc be regroupec.
Governor Wellborn., That to be left to the Board.

they ought to be regroupec.

Govermor lcbougal. S50 C an¢ that the matter of

regrouping be left with
(The motion, being culy sseconced,
Governor licDougal. My. Chairmen, I wouid like to bring
another subject, wh thin:

is of importance to some of

guestion of disposition of past-cdue and
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28166, OF
possible loss enc deprecietion,
> 280,000 of uncollccted paper =t the vresent time.
it be recommencied O
Roarc the banlzs which
permitted at the end of the
funé that has bec
not because is a loss, but to
Gowyernor Van Zandt. I will
The Chairmen. . I have no sugg
heven't any of that,
Governor Young. 1 would lilke dis® ss that a little it

C

wWe heve some paper in our portfolio secured by Liberty 3Sonds.

For ressons best knoim to ourselves we ¢ ) to charge

thet off just at the moment. I thinl: thet is rather a broad
suggestion, to cherge off all of
some pe st-due pape 12t is better than some
not past-cusz,
Governor Mchougal. seC the expression'be permittea”

ané not "required®. It is only = recommendation.

(The motion, heving been culy secondsd, was carried).
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The Chairman. we will take up Operation undcer VI:
Operation. J. PFuture.policy of Federal Reserve
Bens as to szlery adjustments and extra com-
penstion.
Goyernor Fancher. hat was pu n s a matter of infor-
mation, to bring out wha 1e policy " the other banks wes.
The Cheirman. %e have diséontinued paying cextre compen-
cation.

Governor Seay. You are having salery acjustments, how-

ever, are you not?

Governor Biggs. %e paicd none this year, He will heve
to make some adjustments at the

Governor Fancher. Wwhat is
aries? Once each

Governor Biggs. >al adjustments are mace ennually,
on June 30th. we malre some minor adjustments, but they
amount to nothing.

Governor Fsncher., You cdo not adjust on the snniversary of

the employment?

Governor Biggs. No, ‘’e have for been acd justing at

certain periods, usually January, and we have had no bonuses

since last January,
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governor lkicDougal, are you paying

extra compensation?

Governor licbougal. e have paid none this year.

cuestion hes not becn
of, but we have paid nothing
The Chairman. Do you malte
steted period?
Governor lcDougal.
end of the year, and %o some extent at the end of the
six months. We heve given a gooc c¢eal of consideration
to the metter, and we believe that there should be
devised by which these ac justments should be made
smaller groups and at more frequent intervals.
Governor wellborn. we ususlly make our adjustments
in January and July.
The Chairman. AV C ¢iscontinued special compensa-
tion?
Governor tellhorn. fie ponly ¢o thoet once
the last bonus we gave we cut in helf.
The Chairman. Governor Norris, have you discontinued

special bonuses?
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Governor HNorris. Ue them semi-annually. vie paid

helf lest year of what we paid in the previous December.
I think this December we not pay any extra compensa-
tion.

The Chairman. Do you reacdjust saleries at regular in-
tervals?

Governor Norris.
semi-annually. cie fecl that thet
is apt to create an jmpression that at
If possible, it ought to

ploye may expect

be as Governor lichougal has sugges in smaller groups

o

and more freguently, as often as

woulé not be, at any certain date, the possibility of ex-

pectation of increcase,
To you pay bonuses, Governor Young?

Governor Young. e paic one in June, but we an-
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nouncec¢ at
However, we

o

even go SO

time that we would not pay any more bon-

past have been acdjusted in June.
will

on-the

enniversary of their employment.

The Chairman.

We will give you one year in which to
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get tired of that, but in the meuantime you should try it
out -

Governor Seay. - ¢ adjust salaries monthly on the anni.
vergsary of employes.

Tha Chairman. ape you paylng a bonus?

Governor Seay. It has been our practice for several
years 1o pay a bonus annually. e expect to pay a bonus this
year for pust time, not to apply to current work, that is,
for services during the early part of the year.

The Chairman. Governor Morss, do you pay a high cost
of living bonus now?

Gevernor #Horss. e antlcipate that we will pay one
the lst of January. e have bLeen in the hablt of paying
one the lst of July and the 1lst of January, but we cut 1t
down from what se pald last January.. e never pay bonuses

in equal amounts, but wo pay the smell one in June snd a

larger one ln December. . feel we have not raised our

salaries to such a point, and the cost of living has not
come down far enough, but what we should pay some bonus

at the end of this year, and ze shall probably do it. But

a year ago, I think it wus, after the first of last year,

we gave them warnlng that they were not psrmanent and
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might be c¢iscontinued or cut down.
should pay theom some bonus ot the

The Chairman. Does that answ your inquiry, Goveérnor
Fancher?

Governor Fanc

ebout the
tried the plan of readjusting
salaries twice a year, but it got to be such a burcen, with

to be dealt with, that we had

regard to clerks whose employment

occurred, . and that we have found is quite unsatisfacdory,
andé we ars now practically worlsing on the basis of 2 regu-~-

lar scale of promotion with a corresponding scele of in-

creasc. has not wholly gone into effoect, I believe.

Governor Seay. You are maliing monthly adjustments now?
The Cheirmen., Just now we are worliing on the
G

monthly review on anniversaries, excent

lepartments that have been transferred

Mr. Harrison. e stopped the anniversary ac justments

he lst of last August, in view of the system of standard-
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ization which we have about completed.

Governor Secay. I thinl: we have about completecd ours,

but I ¢o not Inow,
The Chairmen. Goentlemen, 8 & anc. & motion

Journ will be in ordcer.

o'eloci:

~

until Saturds; Oc tober
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CONFERENCE OF GOV 'RNORS OF TH: FirD:RAL RIEBLRVE BANILS

FIFTH DAY

Washington, 4. C.,

Saturday, October 29th, 1921.

The Conference of Governors reconvened in the Metropoli-

tan Benlz Building, Weshington, D. G., a2t $:20 o'clock a m.

Present: The Governors es previously incdicated in the

record (Governor Miller of Eansas City being absent).

The Chaoirman (Governor Strong). The meeting will please
come to orcer.
The next on the progrem is No. VII, accounting andoudit-
ing.
VII. Accounting . and Aucditing.
Chairmen (continuing). You will notice that 4, B,
re all suggestive of the same thing, ond that is
shall have some permanent method by which the account-
practices of the twelve banks mey be macde uniform, and
the benefit of the experience of one banit placed ot the dis-
position of snother. I do not know whether it is worth -
while “iscuss tnese topics separately. They ere really

one topiec and for my own use this committee on procedure,

to whiech I referred the other day, has prepared a report of
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what they were doing in the Bank in tue way of improving
mathods of procedurs, and I gathered from shat was stated
at the meeting the day before yesterday that most of the
Reserve Banks are doing about the same thing.
Now the guestion is to bring them into uniformity, uni-

form practice in accounting, in advices, procedure, and es-

pecially 1in cost accounting. That would bz a long step to-

wards efflclency and economy.

Let me point out just ons thing. Take the forms that
wa intarchange, the advices, collectlon advices and other
matters of that ikind, of which there 1s a great mass., i
have adopted the principle in New Yorx of binding our
records instead of filing them wherever they are capable of
baing filed in thut way. It makes a vary compact and more or
less permunsnt record. They are anot so easlly lost, they can
not ba taksn out of thair bound volume. If these forms
that we use, that we interchange, are uniform in size, uni-
form in weight and thickness and printing, those bound
volumes are very much =asiler handl=zd.

another thing, if your clerks urs trained to look for
a figure at one place on an advlice aad it 1s always in the
same place on letters coming from the 12 different ban«ks,
1t very much facilitates the speed and accuracy with wmhich
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sgibly poor illustr~tions
thet * &. should have an
capabls o getting the bDest
duced throughout all 12 banlt
Gov, lcDougal. I caree
such committee ba spnointed,
is 1ot in exisbtence st the i
Gov. Panchere You porhaps
s committeec on mccounting and form procedure, ~hich labored

Tor about a werr and sugsssted forms and cerptain procedures

I understand that seven banks bsacame srrested to the

3
L™
.

studring those forms =nd considering thelr ~doption,

comniittee sl 1 prapare rorms and

them =2doptede. o ght to have a

committee that ould take this ma
thoroughly, =2nd soma men should
after threshing
Thesc-things-ore simply left up in the eir.
Gov. Calltins. I am snxious to sece this thing hitched

in segucnce, ere is o seguencs coming to it and

going to get i T vould like to amend Govornor
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erch Gov: rnor

committes should me

i
<

This

such timee—-

study~- e caz

pf‘.pel” °

Gov. Fancher put nls

seven banks that are

do

these things, vote

Tor them,

b

ve vant uni‘ormity I
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hing like

studyving

included under the word

by the

apuoiat-

TOo

ference, whercver

montiis or

1 something

A5
78S

01

that: kind;

rs'! Confsrchnee.

to me that we

and never think of them
excepb
do not see any way/to get




a secratary or somcbody clse *ho *ill

incuiries “rom 2sch bank. He ght to

out s fect and

heve

TOu

the w1 com~ to the

Chaiman,.

arber hhe

he Governors

appeal were sent to each of the

very thing be done, that these matiers

Sert-vhich ontiin

letter wes

Gov., torsse

The Chairman, rgent

Tarrison reminds

loved up and,

id -ou

3 KR i e e =t
ne 1t .or thother they

have to go 2 little further
The Chairman.,

I think in general

Herrison?
¥Mr. Harrison.

ladgment.
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7
It occurs to
up of yours €id, I believe, some good,
far enoughe I7 th committee that you have under con-

sideration now-- and I belicve thare hos been a committce

appointed to prepare a2 lettcr to be signed by

m

Governors-~ if wvou find that they are

than the Governor should take

& L5

-

tion and sec that ths practices

I have no doubt st the next Conferencc it

16 voted to put this through and it os

/nd they ill say they thought it

Gov. Van Zandt.
being done?

Bov. Fancher,

Gov. 3eaye. ‘e 211 know, that

not aquite got from the experiences

I believe e have arrived at

vhicheve heen going,

now where we can accomplish more. *s to the commit-

tee, I believe it hos been a-committee that did not repressnt

21l bantse I am in sympathy v ith Cov. Calkins' suggestion

o

or motion. It 7ill never get us anyrhere unless we have a

committee consisting of the accounting plan man in each bank,
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around the circle,
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The Dest Thling,
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into this Conference ~nd =¢ ~ould

at lecst.
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the big and

practices, and
irom esch

subconmit~

operating

SUCCESSoe

on procedure Corle

fTar-oa

sndeavoring to

It very

study

o

that

wank end

get don to brass

on that committee

that

then bring

o
oL

4

Aiffzrence in local conditions make
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some other procedurs dosirable, methodgoutlined in the

York reportarc much the same

Tollo ed

hat I ean raporth
Calkins. Governor Morss
report.
Tavor the resppointmer
to stond~rdize accounting and existing accov

cedure, and to recommend such ner accounting procedure

)

may be necessery from time to time in hendling interdistrict

not feel that this

authority to insist upon the establishmen T such account-
procecdure as ey may d~vise,

proceadl

Reserve Banks Pederal Beserve

orés, our oprrating depertment thinks they e left

to go thelr o7n a7 ¢ far °s loesl conditions nccessitate.
The Chalrmnone. *fnd I ~2nt to eall ottention to the

Govarnor Celkins, that ve have under this on® headl

seperate suggestions to bring sbhout un

<

iformity, and we

never had 2 meeting of the Govarnors thz2t I recall
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question does not arise. how can we bring about uniform
practice in this or that work that the banks are doing?

The operating men--I have no doubt it 1s so in our bank--
have a pride in their own views and methods and they are
possibly resisting that very affort, but nevertheless
these suggestions reach the progrum and when it comes to
such a matter as unit cost and things of thut kind it 1is
absolutely essential that our cost rates be mads up On
the same basis. Other.iss comparisons are of no value.

Gov . MicDougal. I waat to say in connection wlth the
figures recently submitted here, that they tend to show that
the various relative costs at the various banks do not
amount to anything because they are not prepared on a
uniform basis.

The Chalrman. Exactly s80.

Gov. Fancher. I wish to read the report of a young
man xho 1s a membar of that committee on forms. It reads:

"4t the lust Conference of Governors, the Standardization
of Inter-Frderal neserve sccounting rorms Gommittee sube
mitted its final report,-<hich was adopted by the conference

and latesr approved by the Federal Keserve Board. At the

time it was realizcd thut the question of standardizing
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==

these accounting forms vas & diryie mattée ﬁnd.

:!-:..A.

necessarily

cases parts ol

hove to be

committee eppracisted this condition and

one, primarily for

uniformity in sccounting practice.

o

HpPEer mora than

3 - ~r Mol
the comnittes nnturally hod

dopted in 711 Federal Heserve Ba

distributed among the ban's ai ater o Forn

sented on the commi TTRIE

o L wis
favorable re-~

N

gecome

cases; in fact, seven banks have

extent of “nstalling some of the Torms

their adoption. olly the cormit-~

o

but from tTI indivicual ef-

e 3 ne & —1 7 a
forts vut ErENcE - need ol a

standing

(Govornor ;
direection vas not reported.)

The Chairman. There are ti-o th Tiic gems to

inherently Teak in procecdure to bring about

-

prastices orgenized to ¢o
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-

right;, we e¢. & committee organization. The other is
we have Geg & follow-up.

Now as to the ganizati I ¢éo not think there is
enything we can accomplish except we have a committee in
each ban! working on this subject, anc¢ thet a representa-
tive of thet committee from each benk shnll sit in
eral meeting, spending weeks or months
to work out a program. inl: we are
some such program

The next thing is the follow-up. ve a
little follow-up after the last Conference, but it would
be a mistelke to delegate any authority to anybody to impose

these cdecisions unon any bank thet does not want to obh-

scrve them. I would not want to sttempt to <¢o thet. 4ll

we can ¢o in New York is to send a reminder, which we will
be glad to do, but if we heve a permanent organization of
committces in each 1= ittees of operating men,
with a representative sitting in the general conference of
twelve, and watch those men, to follow up whatever procecure
is sdopted, anc if it is not followed up it will be brought

up this meeting, and then we can go after it. Now that

would relieve me, if I am acting as chairmen, of any respons-
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ibility 7or eniorcement, but the failure of obscrvence
of whatever plan is acdopted will be picled un by these
committecs in the different ban'ts =snd reported herc,

Zov. licDougal. Mr. Chairman, I woulc like to withdraw my
motion, if it is in order, anc¢ mow: that the nlan of mpro-
cedure as outlined by you be followed.

Gov. Calliins, I second thet motion.

Gov. Socay. Mey I ask Governor Fencher if those resnonsi-

ble for getting up those forms dicé not mect at his bank:

hefore?

Gov. Fencher. Yes, they hed two or three mectings, es

I recell it, governor Seey. I romember one meeting in
Clevelend, we were together two or thrce days on forms,
I recall thet committee spent & good c¢eal of time, and
their formes were finally recommendec and resulted in sev-
eral conferences an¢ the reconciling of differences anc¢ that
sort of thing.

Gov. Seay. Wes the Clevelesnt reprcsentative chairman
of that committec at that time?

Gov. Fencher. I em not sure.

The Chairman. I thins Mr. Rash was,

Gov Fencher., Yes.
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The Chairman. They made a splendid report.

Gov. Fancher. Yss, a splendid report. Those men spent
a good deal of time and want over it thoroughly.

Gov. Seay. I recall it all. e have such a department
in our bank asnd an officer at the head of 1t.

Gov. Fancher. MNr. sjagner has taliked to me about thig,
and they put forth a good deal of hard work in this thing
and they have made suggestions, but nothing comes of it.

Gov. Seay. The labor of that committese ought not to
be lost, it ought to be taken up where they stopped.

The Chuirman. I examined that report pretty carefully.
They went into every aspect of the work. It spoke of the

size and aeight of the papsr, the color of the paper, where

it could be purchased, it dealt with the character of the

machines t0 be used, and it was as complete and good a re-
port as you could have, and I am afraid the results were lost
because the banks did not pursue it. I think we have adopted
the report in toto in New York.

Gov. Fancher. e dld, yes.

Gov. Seay. <e did, I think, in gichmond.

Gove Fancher. And I think New York, Richmond and

Cleveland went straight to it and adopted all the forms
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and are usipg themn.

Governor Young. Minneapolis 1is using these forms.

The Chalrman. The motion is that it is the sense of
this meeting that each Federal heserve Bank should have
as part of its orgunization a committse of its opsrating men
who would deal with these matters of procedure both with
regard to the lnternal practicos of the bank and the practices
betreen the heserve Bunks; that ons membwar of this committes
ghould serve as a momber of a general committee representing
all twelve of the bunks, that their report ghould be submitted
back and adopted; that they should be charged with the re-
sponsibility of following up thair adoption, and where they
find that thelr reports are not so adopted that the members
of the Commlttes of the respective banks are chuarged aith
the responsibility of reporting back to the Conference of
GoVvernors.

Gov. Seay. That swould involve taking up the ahole mat-
ter new ishere we left off.

Gov. sMcDougal. No, that iould take advantage of what

we have done. This man would be tho man that has gone along

#ith the other committes, and they have made some progress.

The Chairman. I should suppose that committeas would tuke

advantage of all sork that has een heratofore done in this
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HEeY
this orgonization, should T PEepPor { e cormittee to
appointed Dbj s Pederal
Pedsral Tescrve
that is undsr consideration,
men to produce these results
and the Resérve Board,
311 be & very close timc betwee
this cormittee in v™ich to aexpect results.

Yzs, there should be. tre you ready

he motion &

. sposes of the topics

VII, unless meone *ishes to raise a cquestion

one of the Tour
Gov. Van Zandt. Do you vest thi ame cormittee with
+the work under D-- "Report
comnittee to consider itv of and consolidation
the various reports and stati g o i gl the
ent,’

is exsetly the

that that commitie:

Gov.
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Governor Calkins, thet tonlc, D, T'as
suggested by you, snd I am toking the 1liberty ot answering
for you, inadvertently.
Cov., Caliins. I ccecept your Ansvers Thnlaithe lobow=

est immediste guestion for that committee to dsal iithe.

1 thinlzr thet is the first ons¢ and the

here in ~bout trenty minutes, end

~gk you !

EASEh

topics ~ou =ould like to di as vith the Tederel Reserve

Board. Moy I suggest o few that are in »y mind?

vy

First, I think 3~ ought to tallk over this gold matter

@ TT

sre discussing yesterday, the possibility of central

¥ e - =

banlt cooprration or banl’s of
T would nlso likes to discuss th r a 1ittl
bit ith the Fedsral Heserve Board, and the possibility of

cooperntion bat-ee he "oy Pincnce C rporation and the Feds

Reserv ank Thet mokeaso 7 good record of vhat we

correctly understood

cettle people




The Chesirmen, Governor Harding

b} >

not o> vhethecr the Board is.
Gove cllborn. Doces he fe=vor

-

lieve he has ons
GOVs SEETe
tion @ ought to

het do vou thi

A

the Sanntors, and nttond~d

3 — +-
Thursdey morning. IT seems <O

o7 the genaral subject e talked over v

the rrsponsibility doss not rest upon us to inform the other

membars of the Fadcral Regerve Board. Do vou think

Horrison?
Mr. fsrrison. I think note.
The Chrirmoile. Gov-rnor Herding was brought into the Con-
farence porticularly Tor that purpose,
Heppison, Voo,
Gov. Seay. You remfmpir
adjourned —ith Chairman Anderson?

The Chairmen. Yes, I did.
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points of the
¢ under & 5! e ¢ Governor?d
& report on
topics for &
oceurred to me that
and cconomy

just decided

Gov. Seaye

tion swster

should report our action regard-

cherges. Is there any-

other topic 111 occur to you vhile ve
discussion I vould like to report
INAdersoiie

Confarence

to = luncheon todoy at ¢ 0rclock X7 be he

11 o'elock snd T wouid like tc report how many can attend

o=

the luncheon. Suppose those who ¢ attend raise their
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right hands?
Including Mr. Ilarrison and myself I count eleven. g
\
Now in regerd to my interview with kr. Anderson, I sub-
mitted to him every point that was raised at the discussion
te the Bill; He was impressed by all of the mat-
I indicated to him that I thought it would be a goad
have Mr. Harrison redraft the bill to cover those
points and submit a memorancdum with an argument &s to the
resson for each change that we were proposing, and that I
think should be done,because all that I have done 1is to moke
e verbal argumcnt with him, and he is not a technical bank-
er, anc the force of that ergument may not appeal to the
members of the committee unless it is reenforced by a writ-
ten memorandum, and I am sorry to say thet the committee is
proposing to meet Mondgy in order to act on the bill, end
at the hazerd of very greatly inconveniencing Mr. Harrison
I am going to ask him if he can stay over in Washington long
enough to deal with it.
Now,the points thet I covered with him, so we could have

no misunderstanding sbout it, were to consider about the rela-

tion of cattle loan companies and the farm loan system; to

consider the necessity and limitations of Section 5202; to
consider whether the privilege accorded to the Federal Farm
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e
Loan System of discounting paper with the Federal Reserve
Banks should not be restricted to paper bsuring the endorse-
ment of member banks; to consider shether a clause could not
be added to the provisions for the amendment to the Farm Loan
Act which would make 1t not impossible but unprofitable for
any existing member bank to withdraam from the Federal Re-
serve System in order to take advantage of discount privi-
leges which would be equally advantageous through the Farm
Loan System and which they now get through the Federal Reserve
System. And a further clause which zould put the Farm Loan
System in the same relution to existing agencles for obtain-
ing credit informatlon about bunks that the Federal naserve
System now has, or should be with the Comptroller of the Cur-

rency.

Gov. Horris. I beg your pardon, but what was the last?

The Chairman. If the Farm Loan System 1s to make loans

to banks, it should be put in possession of the necessary

jnformation, and that should be indicated 1in some manner 1n

the bill.,
How, with these additions and amendments to the proposal

made by uMr. darrigon, and supported by a memorandwm on each
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point and submlitied to a committee, not us an expression
of opinion from the Governors but simply as a modification
of the suggestions I made personally, it seems to me ue
have gone as far as we cans

v@ now propose, as I understand the action of the
Conferencs, to take no formal action in the way of recommend-
ing any legislation at all.

(Gov. Van Zandt then made a statement off the record).

The Chalrman. Now I want to maks one more statament
in reference to my interviews with ir. anderson.

It developed in the course of our discussion that
Mr. Anderson was a 1ittls bit unerrtaln as to whether
ths existing cupital which had been pald in to the Parm
Loan Banks and the associations would be adequatas to
support the nes opsrutions which might result from this
amendment, and I pointed out to him that 1f a part of the
plan contemplated that all bunks taking advantags of thils
program, would be required to pay in the five per cent., that

was discussed hsre, it might not only furnish the capltal

required but would furnlsh the protection against withdrawal

agalnst the heserve System.
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governor Seay. Of course the reguirement to pay in
» Yy )

five per cent of the cepital is no comparison, does not com-

pare with the requirement now governing member banks, that

is the contribution of the reserve, the proportion one to
the other, is very small, But thet is just by the way, it
is not necessary to cdiscus 2. ve all kxnow it.

Gov. Horss. Mr.
if we could be informed somewhat of the points that may come
up on the bill thet will be brought forward. For instence,
I met one of our representatives yesterday and he tolcd me
that there was c legislation of this sort that he thought
was bound to go through. He offered when this legislation
came up to talk with us about the bill. He 1s a very good
fellow and a man we know vory well, and tales that action
generally when anything of this sort comes up that would in-
terest us. So if we were fairly well posted upon the other
side we might be a little better able to talk to him than
if we did¢ not know the points about it.

The Chairman., I refret to say, Governor torss, that
the situetion up at the Capitol epvears to be that there is
a ¥ind of rivalry between the Senators to ses which one could
introduce a bill first, each one seems to feel that he ought

to get there first. I had rather felt, speaking personally,
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from my om observation, that th= resl purpose and object

should be to

and rocormmend

intended that and not

5

h~ could and

Gov. Morss. Do not misunderstand me. This gentleman
introducing a bill.
Oh, I did not understend
he had no idea oi that; c-only vented

Dy

or support the bill by any informea-

=

the

to leave this
without any
Gov. Seny. think dacicdedly there ought not to be
any formal action, os you have sXpre
nors. A~s I apprehend theare might be

1NN e
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Do vwou tieke that a mobion?
deocidedly,

Your motion not desir-

5
i

recommendation?

ccond that motione
Gov., Morss. ~hy put sanrvthing on the rsco
even anvthing apgsiz

Gov. Seay.

H

the record concerning this matter I Hh il

to have an emphatic statement that no recogmend

m-. :xeﬂ

)

Gov. I2ncher.

Ga¥. Ocav. it vas not thes purpose of the Govrrnors

to concarn themselves in this matter.

Yir, Harrison. It —ould be a ;rcat help to the Secre-

t n the mi 1T something is stated about

be loose endsthad it vould

=

sort of expression from

Governors themselves.




T
Gov. Fencher. Iwould like to second Governor Seay's
motion.
(The cuestion wns teien ané¢ the motion was
The Chairmen:. Now, one othor matter
Senator Icndrick that I would e
more bcfore leaving washington,
him about this
the cuestion is what shell I saoy to him.
My thought is that i cen report that the Reserve Banls

in the centrcl scetions arc willineg to cdo anything end every-

hing thet they can to promote handling tixis metter by

cooper,ti g the "ar PFinance Corporstion, by removing
nmisunderstancings thet may have erisen as to the line of
borrowing--cs some confusion seems TO

Meyer anc so on-=thet 1t wouls be helpful. I understand
that you ¢o not contemplete communicating circctly with the
member benks in esch district,

Gov. Young. Not as a general circular but by corre-
spondence with e=ach inGivicual banlz. I thinl: we are safe
in reporting that we have cone 1t, esre doing it and will
continue to cdo it.

The Chairmen., oes that apply to your district, Gov-

ernor Callzins?
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mysclf
there is anvy misunderstanding about 1 ere is per-
some fTriction or sometn
est
the managers of that association |
benks are opposed to their progrem and 7111 block
sver they cen see an opportunity,

s —u -~ 2. K Sy Y
they are not rignt

S— ! %o anty 1cce ° T heve
smooth out that trinkle, O "ith any SUuCCEss

b § [PPR B
-Trnd +Te 9

o 4 2o ep:s i ve mariecing CPrEaniZtiem
LIS U LA < P

3 Ao 2 T
= ought to me =t t and deel with

T < cochlize
bankers ought to recognlize

nione~rs in this movement in Calirornia and

action and results s s some serious

we believe and is coming to staye.

The Chairman. Governor Biggs,

appropriate for
the

cooperative LOLReS0,

not A“n, obirccetl ahle =t all TO

The Chairman. Governor Van Zandt?
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Gov. Van Zendt. e are alzing it up not only with
our member bhanl:s but non-member banlis and even with inci-
vicduals.

gov. Callrins. I would like to say that there are or at
least there were two Gistinct clesses of cooperating market
associations, many of them dealing with btobacco, and one
desling with cotton, and so forth, were promoted by a
gentleman named thapiro, in Sanifrancisco. shapiro
out with the idea that he thought the essociation could
control prices. Some of these cssocictions sre 25 years
olc, One is the ESan ¥Francisco Citrus Growers. But now
Shapiro does not believe in controlling prices, he has

There is esnothcr schoo, if you please,

which may be said to he represented by Ralph Merritt.
ferritt is getting a lea=cdership, I should say.
is 2 sound progrem. Lverything should D6 cdone to
thet school and not the othors

The Cheirmen.  Well, the Viar Finance Corporation has
haé consiceraeble contact with Shapiro ancé his movements, and
heve underteken to malze emsiderable loans.

loan I heard of was that mode to the isssociation of Cotton

Growers of the HMississippi elta, and thare they agreed o




4

Finance Corporation

in Cali-

thousand dollars, That lookec

e e ety — ,\
ney maceeds are very

to maks

CIrograme—-

L

our-—topics.

situation 2nd

~ N S
2t tle; offi-

clency and econony, proposing

to- a0 dh that mattev collec~
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to report on the gquestlon of group maetings?

The Chairman. Yos.

Gov. MeDcugal. I want to report to the Board on behalf
of the joint committse, and {f you can handle that I =ish
you would. Mr. Jay has asked me to speak for thelr com-
mittee and statis that the vote was unanimous in favor of
continuing those meetings as at present.

Gov. Seay. The Board iltself appointed that committee

and 1t might be, Governor MeDougal-=

Gov. MeDougal. 1In view of ir. Jay having reported on
that T would like him:to.do 1it.

Gov. Calkins. In your discussion of the quastion of
efficiency and economy ara we golng to get any renewal of
the proposal we had made that e be permitted to 4o some-
thing effectlve.

The Chairman. .ell, I am of the opinion that the action
ne took yesterday precludes our suggesting those meetlings.

Gov. Calkins. hat action do you refer to?

The Chailrman. after you laft yesterday afternoon the

Conference passed a regolution recommending ths cont inuance




o
L,

of the group meetings, a regrouping to bs made by

Federal Reserve Board, and more frequent

>

thes CGovzsrnors i ashington. 'This

made by the

and Governor Se&a at it was absolutely impossible to

bring about an = ngement of the Governors in

other places then eshington

{(Gov, Calkins m~de > the reccord.)

The Chalrmen. he meeting I vill

o

eport the ection of the

is really a ¥ilsh of

R Nl

these matters more cff

w2 c8n do so by means

has suggested. Governor Harding, #s I recall a report nade

ther from the stand-
and its position, but
sublicity which wrould
other reserve
a a more poli-

cities vould arcuse comnent and tagonism of ¢

ticel character. As you lnow, Sec.otary (Glass at onc tinme

was very critical of theses meetings of the Governors,

e AAO
had better bring it out,.

Gov. Seay. Mr, Chairmen, it is my deliberate judgment
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that if the Go,crnors ¢esire to bring about in the future
the resumption of these meetings, it will be very wise to
go no further at this time,

If you gentlemen could have seen the viewpoint of Gov-
ernor Harding I think you would have been impressed, as we
have been impressed, and I am absolutely certain that such
& suggestion would not only malke no headway at this time but
it might be misunderstood and that our best chance of resum-
ing the independent mectings of the Governors lies in ac-
cepting the situation as it is for the moment and let re-
flection take place on the part of all of us, andlet the
future develop.

I am firmly convinced of that, and if the subject is
introduced I thinlz you will be convincecd of it when it is
concluded.

The Chairman. Governor Harding has sppealcé to me
personally to postpone pressing any such rocommendation,
and I told him that the feeling was very strong that if

the Federal Reserve Board wished to accomplish what they

are proposing to accomplish by appointing & committee they

never could do it, except we were going to have more fre-
guent meetings, ané of the character which had¢ been indieated

to him through our sub-committee.
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Gov. Seay. Your committee impressed the same view
upon him, and there it stands, and my belisef 1s that 1if
1t is allowed to rest whsre it is that it will bs more to
the advantage--

(Governor Calkins addressed the meeting, but by direction
his remarks were not reported).

The Chairmun, Governor Fancher offers a resolution
which has been duly seconded, that the report under No. VI,
operation, entitled "rersonnel and ~glfare', be made part
of the record and of the proceedlings. Is there aay dis-
cussion?

gov. Seay. I gsecond the motion.

(The guestion was taken and the motion was agreed to).
- (At this point Under Secretary Gillbert entered the

room) .

The Chairman. 're have left on supplement II two

subjects, the 1922 program for the iggue of Government
gavings gecurities, and discussion of the practice followed
by the Federal Heserve Banks in handling checks deposited
in the Treasury accounts, and #re. Gilbaert also wishes to
bring up for further dlscussion the questlion of allotments
of Treagury certiflcates.

Mr. Gillbert. T would like to begln on the allotment
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on
e

by

T

Treasury certificates. I am not sure that one aspect

that question vas Fficies r discussed the other day.

great edvantage of the present system, or of some sys-

modeled aftser the present system, is that it permits
e allotments ~ made to banks and other subscrib-

advance of the closing date. It gives them a

which they can go ahead a2nd resell. In a2 system

-

depend so much on the redistribution of the certifi

the subseribing banks that is an important consideration,

thinks

banke ond other heavy subscribers in

particularly vho will be absolutely unable to

melre any definite arrangements on veseld until the day

after the closing, anc tas 2 tments cannot be made until

late in the day of the osing of the I therefore

4

would either l1like to have some

Governors' opinion on that point or

(ot

open for furthsr discussion in the next tvo wee

by correspondence or otherwise.

Gov, PFancher. I think

ilare backs as
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subscrile d now?

wereile

is oversubsc:

G
~ =
gver had.

riet

Y T ._:I)e
v/ subscribed and

think thsat
outside,

to allot

ers & fair

bime e during the

to get.
The Chairman.

on that subjeet.

account ox

banks in

sbout this, os

Tl -Bes=tut

more rapidly

rost lig

Subsecrip

ilion dollers has come

Orleans

vour suggestion about how

T wired our manager today

the old subsgrib-

anr A
eV O

subscribing all the

7S

were pretty hard

T would like to suggesti =

n word

ptions made in one District for
anothe I may be vrong

is developing and ¥hat the rosult

e D
Hovey ie easing in New York
part of the country. That
na 12d, 2s is alwey

o

S

guidation in the industrial and money

5 B
subscriptions
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centers of ths country. Our louns have gone down Very
sharply at the keservs Banll. "he large banks have mostly
paid up ahat they ouz us. They are now looklng for in-
vestments for employment of their fuands. If the entilre
amount of an issue of certificates wus subscribed by the
liew York banks, even though they went to the other dis-
tricts in order to get their allotments, it would have
the same effact when the Governmant disbursed that money
as though the New York bangs were leading funds to the other
sectionsg of tha country., In other .ocrds, we maies the
entirs loan to the Treusury and the Treasury uses the
proceeds to pay the Gogsrnmsni bills all over the country,
snd I think it 1s a desirable development. I +ould not
interpose any obstacles ia the way of th=se subscriptions
being seat in to other distriets. Ths only disadvant-
age lies in the fact that shere banks in the other dls-

tricts really want these cartificates, the amount of tha

gubscription 1s influtsd by the subscriptions from Rew

York bunks and their allotments are correspondingly cut
dosn. MNo.: that is a hardship on thosc banks that rant
und aeed the invastment for thoair customsrs, but the ad-

vantugss of such a development it scems 1o me greatly




Governor Strong, in

thomselves may decline

other districts who
to male subacriptions at ths in -other

o

Probably they will say they went them for them-
and mey not nse The lcast criticism, as it
occurs to me, ‘&nd/ the .a @ st on was that wihilch wes
provosed; set ti : e in aGvance on which the subscript-

ions will be received, let them accumulate, meke & pro-

fizx the

Taking the subscriptions as

and¢ making no allotment until they close,

good grounds

Governor Seszy,
will moet the conditions that the Treasury
has in view, that is, distribution.
Mr. Gilbert. The objection I wanted
to be a practical objection from the viewpoint of
ple, and the people who buy to resell.
Go.,ernor Horss. Is ha ecistribution

established now that you could ignore

circumstances? I do not think there is any question of

s://fraser.stlouisfed.org



rec¢istribution now.

¥r. Gilbert. Ve wi mow how it is going, we might
allot, but the trouble with that is the long <istance

place would be out of

GoVvernor Morss. Suppose you did ennounce it

soon?

Mr. Gilbert. Well, there, too, it is a question of
the whole dis TEG1] If we only had to do ﬁith
New Yori, Poston, Philedelphia and¢ Clevelanc, we might
announce it the day before, but with other districts that
would hardly be

Goyernor Seay. Mr. Secretary, that would put the origi-

ubsacriber exactly where the banli subscriber is, and

subscriber does not receive
will
ar

Mr. Gilbert. I thought you aslked wheth/it would hurt

is dppetite. Yes, 1t may whet his

one possibility. You might close the subscription boolks

3

a day or two shead of the issue, a2s a general policy.

1 3
Maxre
nave v O

Governor Fencher. Then your announcement might/be

made, In other words, it appears to us in our Gistrict

tized for FRASER
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that ing the m: 2 Aes 1 sencding out the announce-
and bse ion blanit:s, and then the return
for the banks
outlying smeall banks, and
conaiceration—--
Chairman. I do not think you could close the

wooks without coing injustice. What impresses me-is

net the minute you adopt the basis of not making
ments until
subscribing
and no subscribing banl would know how many certific

be allotteduntil after the books : Therefore

they will not know how much to allot to their customers

for whom they ars

of their allotment,

I think that would

Governor Fancher, . it goes pacl:, Mr. Chairman,

1 3 TaF e " A
PONCS WesS madce,

etween the

Governor Fancher. Yes, there was 2 gap there.

to turn sround and provice
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ps://fraser.stlouisfed.org




payrent.

Governor Fancher. In the metter of the gap I see€ no

serious objection to your meliing your announcement a day

or two e= e : ha here woulc be sufficient time to
announcement, to get out subscript-

Now-the situa-
tion in our district is not as at grecater
are more compact. Our mail facilities
Gistances are not as long, but I think there ha

of time given.

several deys for a country bank

to get in a subscription, and they are the ones that are

Governor j.orss.
the directors to authorize their officers to do anything.
Mr. Gilvert. %What I would like to do on this allot-
ment business is to heve you to nsid a 1l e bit
more, and if y 1w & in within a week WO any
further view Turther suggestions you amayv. or
the pe > several banlis who handle the allotments

o oy el T think it

needs some thought.

itized for FRASER
s://fraser.stlouisfed.org




out a rather longtelegram on thet early in
September. I feel that the Treasury ought not to dis-
courage those subseriptions; but, on the other hand,
the Reserve Banks should not go so far with them as to
freeze out the local subscribers. It is a difficult thing
to adjust that, however.
Governor tvellborn. I Se ary our dist:ic%z
large subscriptions come in immedistely and before they
are locally subscribed for, before our local subscribers

to receive these letters, the subscriptions

Mr. Gilbert.
reason to make a proportionate allotment,
the dey of closing.

The Chairman. Gentlemen, the understanding is that
after deliberation, and with a view to the Secretary'c
deciding upon the principle.thet in futurs

g1l -write reports of %h ma.t AvVE you

to maeke in relation to

Mr. Gilbert. he question of Go_ernment savings

S

I have alresady sent ocut to each Governor
7

have been several developments in the

pitized for FRASER
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last few week The ssident has shown
he
to do
power to promote the sale of the credits
proclama-
o everything

active interest and

sevings securities in tho postoffice thon
reral years.
been through a pretty hard
perioc when Liberty Bonds and
A
freudulent te push
low rate of
securitics,

heve now comc to a pneriod when we

setive interest

good try

through
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The Postmaster General ie particularly anxious, I
think, to see some fisld organization maintained on about
the basis that we now have. The Treasury is quite pre-
pared to do that, and at least for the next six months,
until the new plans develop. It is the intention to dis-
continue absolutely the iar Savings Stamps and the Thrift
Stamps, to continue securities resembling the present
higher denominations, the Treasury saving certificates,
to change the basis, hoaever, so that it will be sold at
a fixed issue price, and will mature on the fifth anni-
versary of the date of issus. That willl make it possible to

continue the securities on sale indefinitely without

withdruwing them at the end of the year; it sould simplify

the accounting all along the line, and assist them
materially and put other things in that are rather advan-
tageous from the point of view of the Treasury.
Governor Fancher. Is it the thought of the Depariment
to continue the present war savings organization, 10 co-~
operate with the rPostoffice Department and the postmasters?
Mr. Gilbert. Very largely, with the local postoffices
in the district. If the baaks should begin to show any inter-

est in it, which is possible but perhaps not probable, the
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local savings organiz 1e banlks would be import-
ant for that sals. s the intention to make the new
securities much nore attractive in appearance than anything
that has previously gone out. They are being engreved
now on s Dasis of the spprearance of the Liberty Bonds
and otherwise on an attractive I think it will
also be possible to simplify somewhat the issue price,
make it a flat rouné amount. At present the $100.00
security is sold at a discount price of 82.40, the first
month. That is roughly 4 per cent compounded guarterly.

sury has felt that we could at least make that an
even 82.00. It will probeobly be unwise to go any lower
than that, but »p82.00 would be & convenience and might
introduce some new attractions.
It wiil enable us to talk in terms of a new deal.

We a2lso expect to have the limit of holdings increased

to $5,000.00, Thet has already been approved by the Sen-

<

ate, and it would be included in this revenue bill if it
passes in time.
Governor Callkins. MNr. Secrstary, are you intending to

say that the Viar Savings 7 zation will be continued to,

say, June of 1922%
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Continued to at least June 30th, 1922,
pDasis.
Governor Fancher, I understand you had in your appro-

J

priation ¢ rtain amount of funds that can continue that.

Mr. Gilbe There a ufficient funcés in our indefini

nite appropriation, yes, to continuc the organization on

that basis,

(Joint Conference between the

the Governors of the Federal Reserve Banlz follows.)
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