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PROGRAM

GCOVERNORS CONFERENGC E

May O, 1927

Washington, D, Co

CREDIT TRANSACTIONS AND POLICIES

A, Open Market Operations.
1. Report of Opon Market Investment Committoee.
2, Policy.,
3, Discussion of effect upon money market of the
foreign accounts handled for the System.

Discount Rates and Policies.

Relations with Foreign Banks.
1. Report
2, Monetary situation sbroad, es cbserved last
ear and this year in
{a) France
bg Italy
(c Poland
3, Discussion of progress towards restoration of
gold stendard abroad and present development
of intormediate stage of gold cxchange stand=
ard and its relation to the Federal Reserve
Systom and its policy, including report on
foreign balances in this country.
4, Taxes on income earned from bills purchased for
account of foreign banks.

Continuous Borrowers.

Report to be submitted by each Federal reserve bank
showing number of borrowing banks in each district
with particular reference 1o auber of banks which
have been borrowing for a year or more, the amount
of their capital, surplus and total resources, and
the average amount of their borrowings from the Fed-
eral reserve bank. (See paragraph 5 of Secretary's
Minutes of November 1926 Governors Conf erence.)

E. Should notes held by a member bank bearing ondorsement
of officers of nonmember banks be considered eligible
for rediscount at F. R, Banks? (See Board letter
X-4813 deted March 22, 1927.)

F. Strong Stabilization Bill., (H. R. 7895)

G. Desirability of semending that part of Section 13 relet=
ing to discount of demand and sight drafts secured by
shipping documents covering domestic ghipment of ag-
riecultural products so it will include all staple non~
perisheble commodities, such for example as flour,
bran, cottonseed meal, etc., as well as reimburscment
drafts for the procccds of othor bills carrying
shipping documents.

Minneapolis

New York

Now York

New York

F. Rs Board

New York

Dallas




2
. H. The possible effect of decision of Supreme Court of

Texas in rendering trade acceptances non-negotiazble

where they contain the clause: "The obligation of

the acceptor hereof arises out of the purchase of
goods from the drawer, maturity being in confarmity

with the original terms of purchase."
This decision wes rendered in the case styled
Lane Co, vs. Crum et al, in the following opinion:
“For an instrument to be negotisble, the oblige=-
tion of the maker must arise exclusively from the
instrument, No obligation arising from a collat-
eral trensaction can be imported into the terms of

the instrument without destroying the negotiability
of the instrument."

II, COLLECTIONS AND CLEARINGS.

A, Report of Stending Committee on Collections.

B, Non~Cash Collections.

1. Discussion of ruling of F, R, Board as to op- F. R. Board
tional charges for handling non-cesh collec= Richmond
tion items, and situation arising from the Min- Cleveland -
neapolis method of handling nonwcash collection items., San Francisco

2. Resolution of Governors Conference submitted to
F. R. Board on the question of non-cash collec=
tions. (See paragraph 28 of Seeretary's Minutes
of November 1926 Governors Conference.)

C. Diseussion of ruling of F. R. Board providing that where
nonmember banks desire to receive their own items from
F. R. Banks and agree to remit at par in satisfactory
exchange, it is incumbent upon F. R. Banks to so route
the items.
1, Should not member banks be given preference in
routing checks on nonmember banks in the same
town or city where such items are desired by
member banks? Dallas
2. Should F. R, Banks send checks to nonmember banks
when there is a member bank in the same place? Boston

D. If F. R. Banks send checks to nonmember banks, should those
banks be required to file copies of examiner's reports

or deposit securities in sufficient amount to protect
remittances?

E., Possible reductions in number of checks handled by F. R.
Banks account of automobile registrations and drivers'
licenses. Philadelphia

. F., Removal from Par List of nonmember banks because of ine
ability or unwillingness to furnish exchange immediately
available, Minneapolis
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COIN., CURRENCY AND CIRCULATION.

Ao

B,

G,

Gold Holdings and Payments. New York

Treasury Currency Committee. Treasury
Report of Progress.,

Future Currency Program.
Has the time approached to consider in anticipation
some program as to the two per cent Consols now
held to secure national bank note circulation? New York

OPERATION AND ADMINISTRATION.

A,

BI

Proposed Revision of F, R. Board Regulations.
(See Board letter X-4804 dated March 4, 1927.) F. R. Board

Revision of Treasury Department Circular No. 92,
issued April 17, 1919. (Report to be submitted
by Governor Norris.)

Regulation relating to method of computing menber
bank reserves for penalties. New York

McFadden Bill., (H. R. 2)

1. Effects of McFadden bill on branch banking in

the different districts. (Bach district is

askod to submit a report.) New York
2. Prospects of State banks converting into

national banks in view of terms of McFadden

bill. (Each district is asked to submit a

report.) Minneapolis
3. Are there any other questions requiring dis-

cussion which are raised by enactment of

McFadden bille New York

Agencies of Federal Reserve Banks.
1. Cuban Agency. New York
2. Possibility of establishment of other agencies,

Should not F. R, Banks be reimbursed by Federal Land
Benks for expense involved in paying Federal Farm
Loan coupons?

At the last conference it was voted that each
Governor submit a new estimate of expense involved
in hendling these coupons. (BSee paragraph 41 of
Secretary’s Minutes of November 1926 Governors
Conference.)

Air Mail Service.
1. To what extent is it being used or should be used
by F. R. Banks?
2, Its effect on Time Schedules? Boston

Pension Bill,
1. Report of Pension Committee.
2, Discussion of plans for agein toking wp Pension

Bill. New York




4
Report of Leased Wire Committee.
Report of Insurance Committee.
Report of Committee on Saf ekeepinge

Report of Advisory Committee of Governors on Legislative
Matters.

FISCAL AGENCY.

A, Possible improvements in method of allotting Treasury
Notes or Certificates, (With particular reference to
desirability of reasonsbly firm district quotas.) Philadelphia.

Rs://fraser.stlouisfed.org



VI. SUPPILEMENTARY TOPICS

A. Dlember bank stamping on cashier's check "not payable through
Federal Reserve Bank."

B. Par Clearance Case of the State Bank of Hugo, Minn,

C. Report of Sub-Committee of General Committee on Bankers
Accepntances,

D. Purchase of gold abroad.
E, DBeduction of non-cash items from "balances due to banks,"

F. Reserves against time deposits.
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GOVERNORS CONFERENCE

May 9 - 12, 1927,

Washington, D, C

First Day's Session, Monday, May 9.

Mornin

The meoting was called to order at 10:20 o'clock a2, m,

PRESENT; Governor Crigssinger
Messrs, Platt, Miller, Hamlin, James, and
Cunn ingham
Governors Harding, Strong, Norris, Fancher,
Seay, Wellborn, McDougal, Biggs,
Young, Bailey, Talley, and Calkins
Mr, Harrison, Secretary.

\“‘-vm\ = . . i )
SUPPLEMENTARY Member bank stamping on cashier s check "not (1
TOPIC VI. A payable through Federal reserve bank, "

[Sec_also paragraphs 2 and 4)

At the request of Governor Crissinger, Mr, Newion D. Baker

made a statement to the Conference of his views concerning the legality
‘of the action of the First National Bank of Hartford, Ala,, in stamping
on its ecashier's checks the phrase "not payable through the Federal Re«=
serve Bank of Atlanta,” and outlined his tentative opinion as to the
possible steps to be taken at the present time:

(1) To amend the regulations of the Federal Reserve Board so

as to prohibit the use of such a legend on a member bank's check or a

depositor's check;

(2) To have the Federal Reserve Board request the Comptroller
of the Currenecy to bring to the attention of member bank directors any
violation of such regulation and penalties for such violation;

(3) To havé the Federal reserve bank charge to the reserve

sedount of the member bank any such checks, whether c¢ashier’s checks or

ps://fraser.stlouisfed.org
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depositor's checks, if returned unpaid;

(4) Any such checks returned by a member bank to the

Federal reserve bank to be held by the Federal Reserve Bank of

Atlanta, with notice to the member bank that its account has been
charged.
After general discussion of the suggestions of Nr. Baker,
the joint conference adjourned at 12 o'clock, and the separate
Governors Conference convened.
(See pages 3 = 70 stenographic record)
SUPPLEMENTARY Member bank stamping on cashier's check "not (2)

TOPIC VI. A. payable through Federal reserve bank."
(See_nlsc paragraphs 1 and 4)

The Gonference discussed the points raised in Mr, Baker's
discussion of the legend stamped on certain checks payable at the
First National Bank of Hartford, Ala., and without formal aetion it
was generally agreed (1) that Mr, Baker should be requested to consult
with the Federal Reserve Bank of Atlanta to see whether it would be
feasible to have the matter settled amicably before taking the aetion
proposed by Mr, Baker; (2) that if it should be decided not to attempt
to negotiate the difficulties, then the Conference favors the proeedure
proposed by Mr, Baker and suggests that he should send to each of the
Federal reserve_banks a written outline of that procedure so that they
may be guided accordingly; (3) that each Federal reserve bank should be
provided with copies of the suggested amendments to Regulation J and
bank cireulars in order to give them an opportunity to consider the pro=-
posed changes; (4) that each Federal reserve bank should give instruc=-
tions to its transit department to be on the lookout for such checks;

and (5) that consideration should be given to the possible effeet of

a ehange in the regulations on other banks not now using this legend,

(See pages 70 - 82 stenog;aphie record)




At 12:30 o'clock the conference adjourned in order to per<

mit the members of the Open Market Investment Committee to hold =

meeting.

First Dayv's Session, Monday, May 9.

Afternoon

The meeting was called to order at 3:15 o'elock.

Topic X, H. The possible effect of decision of Supreme
Court of Texas in rendering trade accep-
tances non-negotisble where they contain
the clause "The obligation of the acceptor
hereof arises out of the purchase of goods
from the drawer, maturity being in conform=-
ity with the original terms of purchase,”
This decision was rendered in the case

styled Lane Co, vs. Crum et a1, in the folw
lowing opinion: “For an instrument to be
negotiable, the obligation of the maker
must arise exelusively from the instrument.

No oblig ation arising from a collateral

transaetion ‘cen be $mported into the terms
of the instrument without destroying the

' negotiability of the inst nt,"
(See also paragraph 13!

Various suggestions relative to the amendment of the legend

now used on trade acceptances were disecussed, (See also paragraph 13)

(See pages 83 = 87 stenographie rgcord)

SUPPLEMENTARY Member bank stemping on cashier's check "not (4)

TOPIC VI, A, payable through Federal reserve bank."
ZSee also paragraphs 1 and 2

i e———"

At fhis .po int Mr. Baker reftgmed to the meeting end
Governor Strong reported to him the points and suggestions which had
been raised informally by the Conference {see paragraph 2). During the
¢ourse of the discussion, Mr. Baker suggested that he and Mr, Wyalt bew
lieved it advisable to request Mr, Parker, Counsell of the Federal Reserve
Bank of Atlanta, to come to Washingtom %o talk over the situation with
them and to decide whether efforts at conciliation would be worth while,

In the meentime, it was understood that gaeh Covernmor would instruct the

Rs://fraser.stlouisfed.org



trans it department of his bank to wateh out for checks bearing the
legend in question, to handle them in the usual course, and to fore
ward them to the Federal Reserve Bank of Atlanta for collection as
usual, and that the Federal Reseérve Benk of Atlanta should then
handle these checks zs agreed upon, that is, forward them to the
member benk for collection, and if returned unpaid, charge them 1o
the account of the member bank under advice to the member bank.

kP

(See pages 87 = 106 stenographic record)

At 4:15 o'clock p, m, the Conference adjourned in order to
permit the Open Market Investment Committee to meet with the Federal

Reserve Board.

Second Day's Session, Tuesday, May 10,

Morning

The meeting was called to order at 9:30 o'clock a, m,

Topic II, A. Report of Standing Committee on Collections.
(Printed pages 107 = 114 stenographic record)

Mr, Strater read the report of the Standing Committee on Col-
lections,

Upon metion of Governor Seay, it was

“" VOTED +that the report be received and committed to the

study of the various Federal reserve banks with the request that each
Foderal reserve bank submit its views or comment‘s concerning the pro=
posed Time Schedules to the Standing Committee on Collections before
the fall Conference of Governors, Mr, Strater was requested to write
to sach Federal reserve bank describing the nature or extent of the

comments which he would like to receive from the various Federal re=

-

serve banks, - '
: /(@g;s 107 = 131 stenographic record)
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Topie IV, H, ‘gg?_ox‘t' of the Pension Committes,
{Printed with exnibits es 132 - 171
stenographic record)
Mr, Kenzel distributed and then summarized the report of

the Pension Committee, After discussion of various aspects of the

report, upon motion of Govermor Calkins, it was

VOTED  to adopt the report together with its recommendat ions,

including the appropriation of $10,000 for further sctumrial studies,

Rs://fraser.stlouisfed.org

(See pages 131 = 190 stenographic record)

Topic II. C. Discussion of ruling of F. © ard provigd

that where nonmember banke desive to re«.
ceive their own items from F, R, Banks ang

ree remit at pa tisf r ©
change, it is incumbent uwpon F. R, Banks
to so route the jtems, ' '

1. Should not member banks be given
preferenes in routing cheeks on
nonmembey banks in the same town
or ¢ity vwhere such items are de=
sired by member banks?

2. Should F, R, Banks send ehecks to
nonmember banks when there is a
member bank in the same place?

The procedure followed in various distriets in handling for
collection items drewn upon nonmember banks was briefly discussed.
While under the present regulations of the Federsl Reserve Board the
method of handling items drawn on nonmember banks is not e xpressly
set forth, it appearedA to be the opinion of the Conferenes that such

items should be sent direct to the nonmember banks on which drawn if

they desire them to be 8o sent and if they are willing %o remit in

satisfactory exchange; the decision as to whether or not the exchange

is satisfactory being a matter for the determination of the Federsl

reserve bank,

Upon request of Governors Talley and Harding the topic was
passed without aetion,

(See pages 190 = 205 stenographic pesord)




Topie II. E, Possible reductions in number of checks
handled by F. R, Banks account of auto-
mobile registrations and drivers'

licenses.

Aft_er discussion this topic was passed without action.

(Seg_ pages 205 = 209 stenographic record)

Topic IT. F, Removal from Par List of nonmember banks
begause of ingbility or unwillingness

/ to furnish exchange immediately available.

Govemor Young referred to the fact that approxima‘@ely .350

bar;ks in the Minnejapolis distric't do not remit in ixnmedia‘t;efly ayailable
exchange gnd raised the questionn whether the Federal Reéerire Bank of
Minneapolis should insist on immediately available exchange, aﬁd whether,
if such exchange is not provided, such banks should be struck off the
Par List. The general opinion seemed tg be that. gat isfactory ex_change
need not necessarily be immediately available exchange and thgt insis~
tence on such exchange would result in driving meny banks in vgr.iouvs.

districts off the Par List. In the circumstances, Governor Young said

that he would let the matter rest at leaét for the pmSV

(See pages 209 - 221 stemographic record)

Topig II, B, Non=Cash Collections,

1, Discussion of ruling of F, R, Doard as
to optional charges for handling non-
cash collection items, and situation
arising from the Minneapolis method
of hondling non~cash collection items.

2, Resolution of Governors Conference sub-
mitted to F. R. Board on the question
of non-cash collections, (See para-
graph 28 of Secretary's Minutes of .
November 1926 Governors Conference. )

(See_also paragraphs 12, 42 snd 43)

Governor Fancher reviewed the present status of the non-cash

" collection system end referred particularly to the devglopment ginege

. the Board's ruling of September 1926 which made it optional with each
Federal reserve bank as to whether or not they would ecollect items pay-

able at street addresses. Govemnor Strong also referred to the many

igitized for FRASER
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diseussions of this whole subjeet and called attention to the

numerous yotes which have been taken by the Governors Con ference,
usually nine to three, in favor of continuing the non=cash collec~
tdon serviee as at present, including all items, even those payable
at street addresses, and without any charge. He felt that the Fed«
eral Reserve Board should now decide this important question and as
requested by the November 1926 Governors anference apply their
ruling to all districts alike in the interest of wiformity.
G_overnor Young suggested that before any action is taken the collec~
tion committee should go to Minneapolis to study their local problems.
Certain Governors objected to this procedure unless the present prac-
tice in Minneapolis is suspended in the meantime in order to prevent
further dissatisfaction and complaint throughout other districts,
{See pages 221 ~ 257 stenographic record)

At 1:00 o'clock p. m, the conference adjourned to reconvene

at 2:30 o'clock p. m.

Second Day's Session, Tuesday, May 10,
Afternoon

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

SUPPLEMENTARY Par Clearance C:a.sce of the State Bank of
PIC VI. B, Hugo, an’
~(See_also paragraph 25

3 The Chairman presented to the Conferenee the resolution

passed by the Federal Reserve Board on May 9, recommending the em=

ployment of Mr, Ngwt_éx'\.‘D. Baker to act ms special counsel on behalf

of all Federal 'r.es.e-n.le banks in the par cléafahée case of the State

Bank of Hugo, Minn. V8, the Federal Reserve Bank of Mimneapolis.
After consideration by the Conference, it was duly

VOTED that the conference is in favor of having appropriate
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steps taken to employ Mr, Boker to aet as speceial counsel in the
par clearance case of the State Bank of Hugo vs. the Federal Re=

serve Bank of Minneapolis,

(See pages 258 = 263 stenographic record)
At 3:00 o'clock p, m, the tonference adjourned to go into
joint sess_ion with the Federal Reserve Board to discuss the subject

of Non=Cash Collsections (Topic II, B.),

At 3:05 o'clock p. m, the conference met in joint session
with the Federal Reserve Board.

PRESENT: S YGovemcr Crissinger

Mzesrs, Platt, Miller, Hamlin, James
and Cunn inghanm '

vovernors Harding, Strong, Norris,
Fancher, Seay, Wellborn,
MeDougal, Biggs, Young, Bailey,
Talley and Calkins

Mr, Harrison, Secretary,

Topic IT, B, Non-Cash Collections.

1. Discussion of ruling of F, R, Board
as to optional charges fgr handling
non=cash ¢ollection items, and situ-
ation arising from the Minneapolis
method of hendling non=cash collec=
tion items.

2 Resolution of Governors Conference sub=
mitied to F. R. Board on the question
of non=cash ecollections, (See para=
graph 28 of Secretary's Minutes of
November 1926 Governors Conference,)

(See_also paragraphs 10, 42 and 43)

Upon request of Governor Crissinger, who ook the echair,

Governor Fancher reviewsd the recent correspondence between the Fed-

. ersl Reserve Board and the Foderal Reserve Bank of Cleveland on this

subject, Governor Strong then summarized the history of the non=cash
cqllee“tion system and presented his objections to the plan of eollee-

tions now in vogue in the Minmneapolis district, There was a general
igitized for FRASER
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discussion pro and con and most of the Governors who spoke empha-
sized the confusion and inconsistency of the present situation and
the likely serious effect on the Federal reserve collection system
throughout the rest of the country, It seemed to be the sense of
‘!}he Confgrence as a whole that the Federal Reserve Board, as pre=
viously requested by the Governors Conference,_ should promptly end
f_ipally dispose of‘the matter by adopting a miform practice ap-

plicable to 211 distriets alike.

(See pages 263 = 337 stenographic record)

At 4:55 o'clock p. m, the joint conference adjourned.

.TheuGove:mors Conference reconvensd g‘t 5:00 o'clock p. m.,

wit‘i_n »Governors .S'trong and Young absent, and with Governor McDougal

acting as Chairman,

Topic I, H., "The possible effect of decision of Supreme
: Court of Texas in rendering trade ac-
ceptances non-negotiable where thev con=-
4ain the eclause: "The obligation of the
acceptor hereof arises out of the pur-
chase of goods from the drawer, maturity
being in conformity with the original
terms of purchase." : i
This decision was rendered in the case.
stvled Lane To., vs. Crum et al, in the
following opinion: "For an instrument
to be negotiable, the obligation of the
maker must arise exclusively from the
instrument, No obligation arising from
a2 collgteral transaction can be.imported
into the tsrms of the instrument without

destroving the negotiability of the in=
‘strument.™

: (See 2lso paragraph 3)

. : After discussion, upon motion of Governor Seay, it was

VOTED that Mr, Harrison be requested to confor with the
counsel of the Federal Reserve Board with a view to defefmining :

itized for FRASER ~ Whether a revision might mot be made in the form of clatife now gfamped
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upon trade acceptendes so as to avoid the obstacles raised in the
decision by the Supreme Court of Texas in the case of Lane Co, vs.
Crum et al,

(See pages 337 « 341 stenographie record)

Iopic XV, B, Revision of Treasury Departmeént Circular
No, 92, issued April 17, 1919, (Re<
port to be submitted by Governor Norris. )

{See aiso paragraph 27).

Govemor Norris’ reported to the Conference the steps which
he had taken, as requested by the last Governors Cenferenée, to procure
a revision of Treasury Cireular No. 92, explaining that the Treasury
Department had advised him that they would consider the matter and in-
form h:un later of their decision. Mr, Harrison was requested by the
Confersnce to ask My, Dewey to discuss this topic with the Gove_rnor_S'
Conference when he appears to dis¢uss the Treasury's currency program
under Topic IITI. B, |

(See page 341 stemographic record)

Topic III. B, Treasury Currency Committee,

Report of Progress.

Owing to Mr. Dewey's absence from town, this topic was

passed without any discussion. <

Topi¢ IV, T. Report of lLeased Wire Commitiee,

Governor McDougal referred to the action of the last
Governors Conference in asking the Leased Wire Committee to study
the question of an additional supply of code books, After commun i~
cating with all Federal reserve banks and the Federal Reserve Boérd,
the committee concluded that in view of the available supply of code
books now held by the Federal Reserve Board, the question of having
. an additional supply printed should be deferred for amother year,
Governor McDougal also reported that there has been no change in the
arragement of the lemsed wire oircuits, that the present facilities
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are ample, that the service is satisfacto_rz', and that there are no
recommendat ions to be nde by the committee.

Upon motion of Governor Norris, it was

VOTED that the report of the Leased Wire Committee be re«
ceived and filed.

(See pages 342 - 343 stenographic record)

Topic IV. J, Report of Insurance Committeg,

The ecommittee reported that since the last conference there

have been no new matiers referred to it for consideration. Upon motion
of Governor Norris, it was

VOTED +that the report be received and filed.

(See pages 343 = 344 stenographic» record)

SUPPLEMENTARY Report of Sub=-Committee of Generzl Committee

TQPIC VY. C. on Bankers Acceptances,
(Printed on pages 344 = 345 of steno-

graphic record)

Upon motion of Governor Fancher, it was

VOTED that the report be received and approved and that a

copy be transmitted to the Federal Reserve Board for its information.

(See pages 344 - 345 stenographic record)

S —— 4 St
Topic I. G. Desirability of amending that part of Section (10)
13 relating to discount of d2mand and sight
drafts secured by shipping documents cover=

ing domestic shipment of agricultural products

so it will include 21l staple non=perishable

commodities, such for example as flour, bran,

cotionseed meal, ete,, as well as reimburse=
ment drafts for the proceeds of other bills

: carrying shipping documents,
(See_2lso paragraph 24§

Upon motion of Governor Talley, it was

VOTED that this topic be referred to the Advisory Committee

of Governors on Legislative Matters for consideration and recommendation.

(See page 346 stenographic record)
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Topic 11T, A, Gold qudings and Pgmentg.

It was understood that Mr, Harrison would forward to each
Governor a statement showing the gmount of payments end rece'lp‘bs of
gold by the several Federal reserve banks as well as a comparison of
the present holdings of payable gold by Federal reserve banks.

{See pege 347 stenographie recor_d)

At 5:45 o'clock p, m. the Conference adjourned to recon=

vene at 9:30 o'clock a, m. on Wednesday, May 11.

Third Day's Session, Wednesday, May 11.

Morn ing

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

Teopic I, D, Continuous Borrowers.
Report to be submitted bv each Federal
reserve bank ghowing number of borrow=
ing banks in eaeh district with parti-
cular reference to number of banks which
have been borrowing for a vear or more,
the amount of their capital, surplus and
total resources, and the average amount
of their borrowings from the Federal re-
gerve bank, (See paragraph 5 of Seere-
tary's Minutes of November 1926 Governors
Con ference., )

Each Governor reported to the conference the number of bor=
rowing banks in his district with particular reference to the number
of banks which haveAbeen borrowing for a year or more as well as the

average amount of such borrowings,

(See pages 349 - 356 stenographic record)

At this point Governor MeDougal took the chair.
A——
Topic I. E. Should notes held by a member bank bearing enw
dorsement of officers of nonmember banks bhe
considered eligible for rediscount at F. R,
Banks? (See Board letter X-4813 dated :
March 22, 1927.)

Upon motion of Governor Harding, it was

VOTED that in the opinion of the Conference any note offered

-

for rediscount which is endorsed by an officer of 2 nonmember bank puts
m—

(22)
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the Federal reserve bank on not :‘Lge tov invest igate ‘_the. facts and
if the facts show that the' ;191'_.3 is not being offered in ef_fect
for rediscount for the benefi‘b'of f.he nonmember bank, there is
nothing in the endorsement to impair the eligibility of the paper.
It was also the sense of the Conference tha‘_t there is no need for
a ruling by the Federal Reser%_re Board on @his subject. .

(Seg pages 356 = 360 stenographic record) _

Topic IV, F. Should not F, R, Banks be reimbursed by
Federal Land Banks for expense ‘i.n_w_'rolved
in peying Federal Farm Loan coupons’
At the last Conference it was voted
+hat eaech Governor submit a new esti~
mate of expense involved "in handl ing
these coupons. (See paragraph 41 of
Secretarv®s Minutes of November 1926
Governors Conference, )

Each Governor reported to the Conference an est imate of
the cost involved in paying Federal Farm Loan coupons, Governor Seay
moved it to be the sense of the Conference that Federal reserve banks
ahpuld be rqin'lbursedqur the expense involved in paying Federal Farm
Loan coupons but no vote was taken. upon this resoluti_on. Governor Talley
suggesteg adding the phrase "if and when sueh reimbursement might be
asked by tlée Federal reserve bank." Governor Seay aec'epted'thié sug-
gested amendment provided a further additjon should be made to the
résolutiqn, ﬁhat 'is, wit the amount .involved.iq sufficient 4o justify
the Federal reserva_baz;k askix)g fgr i‘_b." ‘Govemom Seay and Talley
no intedAout that this resolution would observe the principle involved
-but leave to each Federal reserve bank to decide whether reimbursement
was worth while or not.

After further discussion and consideration of the suggested

. resolut ion, motion of Govermor Calkins, it was

VOTED to be the sense of the Conference that in principle

a Federal reserve bank should be reimbursed_ for services performed

gitized for FRASER
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for Government agencies other than the Treasury, when the expensé

involved is sufficient to justify such bank®s asking for reimburse-~ -

ment a

(See pages 360 - 369 stenographic record)

Topic I. G, Desirability of amending that part of Seection
13 relating to discount of demand and sight
drafts secured by shipping documents cover-
ing domestic shipment of agrieultural pro-
duets so it will include all staple non-
perishable eommodities, such for example as
fiour, bran, cottonseed meal, etec., 88 well
as reimbursement drafts for the proeseds of
other bills carrving shipping documents,

(See also peragraph 19)

Upon further consideration of the earlier action on ‘bhié
topic (see paragraph 19) the suggestion was made that the matter might
properiy be héndled by 2 ruling of the Federal Reserve Boar.d. and upon
motion of Governor Harding, it was

VOTED that the Federal Reserve Board be asked to reconsider
its previous ruling to the effect that bran, flour, cottonseed meal,
etc., are not non=perishable readily marketable steple agricultural
products within the meaning of Section 13, it being pointed out that
the partieular paragraph in question does not contzin the limitation
"in the raw state" as in the previous paragraph of the law, It was
'understood that tl_ais action does not revoke the action taken Tuesday,
May 10, under TopicrI._ G,

—
(See pages 369 - 376 stenographic record)
Governor S'tt;ong took the chair,

SUPPLEMENTARY Par Clearance Case of the State Bank of
TOPIC VI, B, Hugo, Minn,

(See_also paragraph 11)
The Chairman readMnference a telegram from

. - Mr, Baker accepting the appointment of special counsel in the
Par Clearance Case of the State Bank of Hugo, Minn,, vs. Federal

Reserve Bank of Minneapolis,
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At 10:50 o'clock a, m. Mr, Mills, Undersecretary of the

Treasury, joined the meeting and off the record discussed the
Treasury's fiscal program,

Topic V. A. Possible improvements in method of allot=
ting Treasury Notes or Certificates,
(With particuiar reference to desirability
of reasonably firm district quotas.)

The Conference discussed with Mr, Mills possible means of
allo‘_ct_ing ce;tifi_p_atgs in some manner that would avoid upnecessarv
padding of subscrip‘h ions, Wiﬁthout formal action, it was understood
that the Fedefal Reserve Banks Qf Boston, Philadelphia, Clevelangi,
Dallas and New York would each designate = representative to serve
on a committee subject to the cell of Mr. Mills to go to Washington
tg discuss this topic as well as the revision of Treasury Depar'tx_nent
Ci;-culfar No. 92 {see paragraph 14). It wes. suggested that Mr. Mﬂ.ls
would indicate to_the committee what data should be prepared in ad-
vance of the mee‘_ating;

(Sge pages 377 = 389» stencgraphic record)

Topic IIT, C. Future Currencv Program.

Has the time approached to consgider in
anticip: . ion some program as to the

two per cent Consols now held to se-
cure national bank note circulation!?

Governor Strong referred to the possible retirement of
national bank currency an_d all the Gpvemors expressed their views
as well as possible reactions of nat ional banks in their distr_icts.
It appéared ‘to.be the consensus of opinion that the larger national
banks would have but little object ion to the retirement of national

bank notes but that certain of the smaller banks, largely for senti-

. mental reasons, might feel reluctant to abandon the circulation

privilege.

(See pages 389 - 395 stenographic record)
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At 12:30 o'clock p. m, Mr, Mills left the meeting and

. the Conference adjourned until 2:30 o'clock p. m. in order that

the Open Market Investment Committee might meet in the meantime.

Third Dayv's Session, Wednesday, May 11.

Afternoon

The meeting was called to order at 2:00 o'clock p. m,

Topic IV, A. Proposed Revision of F, R, Board Regula=
tions. (See Board letter X-4804 dated
March 4, 1927.)
(See also paragraphs 30, 34 =nd 39)

Upon motion of Governor Fancher, it was

VOTED that the Conference recommend to the Federal Re=
serve Board that, if agreeable to the Doard, a committee represent-
ing some Federal reserve banks be asked t§ assist the counsel of the
Board in giving .considera't jon to the suggestions made by the various
Federal reserve banks relative to the preliminary redraft of the
Board's Regulations prepared by the counsel of the Federal Reserve
Bqard, end to assist tﬁe coungel in redrafting the new regulations,
with the request that each Federal reserve bank be given an oppor=
tunity to examine such redraft before final promulgation. It was
understood that any proposed suggestions would be mailed direct to
My, Harrison so that they could be ayailable for use by thé Federal
Reserve Board's counsel and the committee, if approved by the DBoard.

( see pages 396 = 397 stenographic record)

Topic IV, C, Regulation relative to method of computing

member bank reserves for penalties,
(See also paragraph 29)

It was understood that this topic would be referred to the
Committee which the conference suggested should be appointed to assist
the counsel of the Federal Reserve Board in redrafiing new regulations
in the light of suggestions received from all the Federal reserve banks,

{See pages 397 - 399 stenographic record)
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Topic I. A. Open Market Operations.

J-EL-T--S_G“_Q also ga?ggragh 45)

The secretary distributed to the Conference the final
draft of the report of the Open Market Investment Committee which
was to be taken up with the Federal Reserve Board later on in its
meet ing with the Open Market Investment Committee. Upon motion,
it was unanimously

VOTED that the report of the Open Market Investment
Committee be approygd. ) : _ _ 7 : :

(See pages 399 - 405; 411 stenographic record)

SUPPLEMENTARY Purchase of Gold Abroad.
ToPIC VI. D. :

Mr, Harrison discussed the recent purchase of gold by the
Federal Reserve Bank of New York to be held under earmark abroad
and asked whether the other Federal reserve banks eared to parti-
cipate with thé Foderal Reserve Bank of New York. All of the
Governors agreed to paﬁicipate although it wzs understocd that
their action was subjeect to ratification "by their réspective
boards of direetors,

{Sec pages 405 - 411 stenographic record)

Topic IV, D. McFadden Bill. (H, R. 2) (33)
, 1., Effects of McFadden bill on branch
banking in the different districts.
(Eaeh district is asked to submit
a report.) ;
2, Prospects of State banks converting
into national banks in viewof
terms of McFadden bill, (Each
district is asked to submit a re+
port.

Egch Governor reported concem_ing the effects of the
McFédden bill on branch banking in his diétrict as well as on the
. subjéct of eonversion of State banks into-national banks. The views
expressed indicate that there is not yet any substantial evidenee of

a tendency on the part of State banks to econvert into nationa} Banks
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and 1ittle noticeable effect on branch banking in the various

. districts except in a few local ities,

(See pages 411 = 424 stenographic record)

Topic IV, D, McFadden Bill. (H. R. 2) : A
3. Are there any other questions requirimg

discussion which are raised by enact=
ment of McFadden bill?
(See also paregraphs 29 and 39)

. - = £
Reserves Against Time Deposits. In consideration oi

Topic IV. D, 3,, which was placed on the program merely as an invi=-
tation for suggestions or discussion, Governor Norris and others
present urged the need for revision of the Regulations of the Fed-
eral Reserve Board on the question of reserves against 1ime depogits,
It was the sense of the Conference that the increase in the amount of
deposits, which are subject only to the three per cent reserve, 1is a
growing evil and needs early attention. Governor Seay proposed that
the special committee, which the Conference suggested should be ap-
pointed to study the new Regulations of the Federal Reserve Board,
might be requested to take up this question. with the Doard, but
Governor Harding e xpressed the view that the matter could be handled
only by an amendment to the law and indicated that he thinks some
maximum 1imit must be placed on the amount that may be carried as a save

inga deposit for any one account, (Continued under paragraph 39)

(See pages 425 = 432 stenographic record)

Topic IV, E, Agencies of Federal Reserve Danks.
1. Cuban Agency.
2. Possibility of establishment of cther
agencies,

This topic was withdrawn at the request of Governor Strong,

Topic IV, G, Air Mail Service.
» 1. To what_extent is it being used or should
' be used by F, R, Banks?
2, Its effect on Time Schedules?

There was a general discussion of the use of the 2ir mail

gervice for collection items, It was the comsensus of views that the

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




19

air mail serviee has noﬁ_yet had sufficient experiencg‘to justify
general use»forvthis purpose and that the Federal reserve_banké
shou16 await further reports snd recommendat ions by'the Standing
Committee on Collections, which, as indieated in its report to the
April 1925 Conference, will keep thisvmatter under consideration.
(See pages 433 = 440 stenographic record)
Topie IV. K. Report of Committee ori’ Safekeeping,

(Printed on pages 440 = 461 stenographic
record)

After general discussion of the report of the committee
filed with the Federal Reserve Board, it appeared that éhe re commen =
dat ions contained in the report are consistent with procedure now
generally followed by most Federal reserve banks, Upon motion of
Governor McDougal, it was

VOTED that the report bs received and approved.

Governor Calkins requestad to be resordeﬁ as not vo#ing
‘because of the fact that he has not had opportunity'to study the
report.

(See peges 440 = 466 stenographic record)

Topic IV, L. Report of Advisory Committee of Governors
on Lezislative Matters.

Governor Seay reported that there has been no meeting of

the Advisory Committee of Governors on Legislative Matters since the

1ast conference because no new matters have been referred to it for
consideration =and becausg the Federal Reserve Board had reported to
him that they had no special matters to refer 1o the comnitiee.

{See ‘'pages 466 = 467 stenographic record)

SUPPLEMENTARY Reserves against Time Deposits.
. TOPIC VI, F :

(See_salso paragraphs 29 and 34)

Upon further consideration of this topic, which was dis-
cussed under parsgraph 34, upon motion of Governor Harding, it was

g/ /fraser stiouisfed.org VOTED that the Governors of the Federal reserve banks view
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with grave concern the weakening of the reserve»posi’t ion of the
banks of the country due to the constantly growing tendency to
transfer what are in effect demend deposits into so=-called time
cortificates or savings accounts, and respectfully suggest that
if the Board finds that it ceannot aﬁeéuateiy cope with this ten-
deney by regulation, steps should be takén to impress upon the
Congress, at its next session, the importance of amending the re-
serve provisions o_f the_ Federgl Reserve Agt in such menner as to
safeguard the banking position of the country.
(See peges 466 = 468 stenographic record)

SUPPLEMENTARY Deduction of Non-Cash Items from "Belances (40)
TQPIC VI, E. Due to Banks,"

Governor Fencher presented to the Conference _t_'or congidera~

tion the rulddg of the Federal Reserve Board contained in’ iﬁbs letter
of March 24, 1927, (X~48‘16), which refers tc an earlier ruling dated
October 2%, 1926, (X=4705), on the question of the deductio:n of non=
cash items in trangit from "balances due to banks" for the purpose of
determining reserve requirenients. Uponrn motion of Governor Fancher,
it was _ _ ' ] =
VOTED that the €on forence respectfully cé.‘;l to the atten=
tion of the Federal Reserve Board the fact that the ruling in its
lelter of Mareh 24, 1927, (X-4816), in reply to letters from the
Federal Reserve Bank of New York da'teAd November 8, 1926,'9-md Febrﬂary
18,. 192% will have the e‘.ftect, Af generally adopled as a pract ice
by member banks, of reducing vesy ohsiderably the 1iability in the
item "due to banks" upon which the reserve ealculation is ma_de,
which appears to be urgjustifiable because of the faet that the
items so deduc'.ce_vd geed not have been br‘édi‘ted to the deppsitorsf

accounts under the terms of the Board®s ruling.
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Topie T. F. Strons Stabilization Bill. (H. R, 7895)

Governor Strong diseussed the objects of H, R, 7895,
known as the Strong Stabilizatlom Bill, and indicated that Con=
gressman Strong is under the impression that there was some con=
certed effort on the part of the Federal reserve banks 4o oppose

his bill. All of those Govermors present, who had written fo

Congressman Strong, stated that they had done so without any ex=

change of views with any other Governorg, and Governor Sirong was
auvthorized to so advise Congressman Strong.

(See peges 469 = 473 stenographic record)

Topic II. B, Non-Cash Collections.
\
{Ses also paragraphs 10, 12 and 43)

Governor Seay made a motion that the Conferense should re=
affirm the resolution adopted at the last Conference of Governors
and urge upon the Federal Reserve Board the need for its early ac-
tion. B_’e‘!_‘pra any.act‘i.on was takeg, Governor H_arding suggested the
consideration of separate resolutions on the advisability of uni-
formity and the need for a prompt ruling one way or another. Upon
request of some of the Governors action was postponed until the Con~
ference reconvenes Thursday, May 12.

{ See pages 474 = 479 stenographic record)
At 5:00 o'clock p. m. the Con ference adjourned to recon=-

vene Thursday morning, May 12, at 9:30 o’clock a. m.

Fourth Dav®s Session, Thursdav, May 12,

Morn ing

The meeting was ealled to order at 9:45 o'clock a, m.

Topic 11, B, Non=-Cash Collections,
(See_also parsgraphs 10, 12 and 42)

Upon motion of Governor Harding, it was
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VOQTED that as,de {inite recomnendations on the subject of
non=cash collections have been made at succcssive Conferences of
Governors for the past three years to the Federal Reserve vBoard, after
full discussion, and as all members of the Conference as well as mem-
bers of the Federal Ressrve Doard are fully informed on the subject,
there is no fuxjther information necessary in order to enable anyone
to vote intelligan‘bl_y on this subjec_‘to

Nine Governors voted in thg affirmative., Governors Young,
Bailey and Wellborn voted in the negat ive,

Upon motion of Governor Harding, it was then

VOTED that the Conference believes that this question
should not be held in abcyance any longer, and requests the Fed-
eral Reserve Board to make, at an early date, a definite ruling
on the subject one way or the other.

Ten Governors voted in the affirmstive. Sovarnors Young
and Wellborn voted in the negative.

Upon motion of Governor Harding, it was then

VOTED thaﬁ in the opinion of the Conference it is de-

sirable that any ruling made by the Federal Reserve Board should be

uniform with respect to its appliecation at all Federal reserve banks.

Nine Govemors voted in the affirmative. Governors foung,
Bailey and Wellbom voted in the negat ive.
- Upon motion of Governor Harding, it was then
VOTED thg‘b the collection of ali non=-c¢ash items, including
those payable at street addresses, should be coatinued at 211 Federal
reserve banks.
Nine Goverr;ors vpted in the affirmative. Governors Young,
B‘g.iley and Wellborn voted in the negative.

(See pages 481 = 486 stenographic record)
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Topic I. C., Relations with Foreirn DBanks,

My, Harrison submitted to the Conference off the record
a report of the relations with foreign banks and discussed with
the Conference the monetary situation abroad and the progress to=
wards restoration of the gold standard.

{See pages 486 = 487 stenographic record)

At 10:30 o'elock a. m, the Conference adjourned in order

that the Open Market Investment Committee might meet with the Fed=-

eral Reserve Board,

HA W e e

reconvened at 12:15 o'clock p. m.

Open Market Operations.
also paragraph 31)

equest of Governor Strong, Governor Harding re=
ported to the Conference the substance of the meeting of the Open
Market Investment Committee with the Federal Reserve Board,
At 1:00 o'clock p. m., the Conference adjourned until

W

2:30 when the Conference was to reconvene in joint session w

v
ith

the Federal Reserve Board.
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