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it made little difference as to the _ Bank presenting it for redis.
count, Willis gaid F,R.Bank ought to help a weak bank provided it had good paper
but that Warburg differed & thot Wer burg also claimed F.R. Banks were not Commer-

8 said if not Commercial barks and not intended to help weak banks

good paperywhat were they for,

day while Wer burg was decrying competition of Rega
_ minded him that if Banks preven.
ted or fought such reasonable tition,someone would introduce 2z Bill author-

izing Heserve Banks to receive deposits from and deal direct with individuals,

WVarburg said when any such pawm broking system wes established,he would not be on

he Boar to think the]ﬁ%rm?n,French & British Central Banks were pawn

broking establishments from his reasoning,
The redistricti - announced they would probably report next Monday, A
ny truth in rumor they were ¢ nsidering abolishe-
Bank, Board ! give out statement
which had not re
not went any
gone too far, Dglano

d by Directors: I softened

me deelared Boaxd

Warburg fought lat-
5 should have nothing to do with pub-
voted v it bew
cause gave too much power %o
natter of abolishing Minne 8 dJank wes dis Ty ¥ yethe Comm, not
lish it,everyone
~=arding was

vanks in




would report on
heldythis was mnot before said however,Comm, would

e e
t ,‘,“»1‘

had confidential talk with Glass~-he said we had no right

duce number of districts & Congress would sent any attempts Was very bi
Y8 Werburg,
munition exports
Reserve Act by
Tove 12, Fpiday,
Adoo would not dare to fight them on redistri
had backed down on ¥bieign agencies of Reserve Banks & would back down on this
for fear faect of division in Boerd being known would injure administration and
deprive it of its best political asset-~the success of the FeRsAct,

Williems sald Harding had had a talk with him which he had reduced to writing
% which was duly approved by ° ﬂrulﬂ*' this memo, said that the majority (or the
Comm, yam mot sure which) had determined %o redistrict,that they would report acw
cordingly and desired their report submitted to Pres. Wilson--that they would
vote to put it through unless Pres, Wilson personally communicated with Delano

and asked him not to do it in which case they would lay it on the table for prea

sent, (In other words unless Pres, Wilson begs for mercy from Delano--they will

do their best to destroy the F.R.system,)

Williams said they had deeided to sholish Dallas also and substitute W. Orleans

At meeting today,VWarburg brought up letter from Jay asking that Regulation

Re be amendede~or that part of it providing that open market purchsse of Accep-
tances be permitted only where satisfactory statement of conditions made to F.R.
Bank on form approved by F.R.Board--i,e, Acceptances other than a Bank, Jay said
his Directors were willing to arrange so that such statements of condition should
be made only to F.R.Agent & Govr,,to remain on their personal files & not be sube
Jeet to inspection by the Directors, Y>rburg was very persistent this should be

done,also farding & to somewhst less extent,Delano, "srburg said matter arose

Particularly with regard to J.P.Morgan & Co, who w ; willing to have their
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Congressman Glass called a said he ha . statement in morning papeTe

e -
»

<2 . 5 P y N ol TG N R 7 £
0 redistricting and th: it said some members fTavored cutting dowm number of

d give out an interview

y P
Srnou

an affront t

-d b LA 8

ht to say that Presg, had interfered & Comm, had
8e's solicitatione-he saw the point & agreed
the Pres, should 1terfere but we must fight it out in Board, He said the
members f that Yecause of McAdoo's relationship he exercised an undue influe-
nee over the Pres, and that facts might not be correctly reported to Pres, by
McAdoo, Teter called up MeAdoo in accordance with message to that effect found
at home earlier in evening, He vms very indignant at Harding's suggestionm-as-
ked me to induce the 4 to put it in writing & said if they did something might
happen at the White House, I told him in my opinionyif the Pres, even now would
give Board a status sbove Counsellor of State,Sol-
Gen, & Assts Secys, it would go far to restore good feeling--& I believed that
this little thing was the real cause of the trouble~~that they felt they were

not part of Administration & so they established one of their own; that I beliea

ved “arburg was deliberately trying to embarrass admipgistration for Pro-@rman

burposes but that other three were very angry because of pique at being slighted,

Hey0f course,said this could have nothing to do with their attitudé which he ase
cribed to samemotive as Werburg, fe said he told Delano when he dined with him
some time ago that he intended soon to take up matter with Pres., & hoped he could
Please Board, I begged him to do it at once even if Pres, the day after should
remove them all, I added that they could show now they wereout in cold--could
not even address Atty, Gen, & had no status,
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added that I

good talk about Redistri
Went thro one of

The docket

Comm, off Redistricting b ate 1
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that President should settle
impression-<lcAdoo sometimes
tried to
he
EXDETwm
7 Delano reported
Secy. McAdoo asked decisio
with
of his annuel
certainly not until

in town.=knew

speclal meeting tomorrow to ta

a copy of the report
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eime
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d how much time we wanted, I
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should
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on asking Comm, to report

ing in detail what the facts and experiences vere which were referred

to in Report on which these conclusions
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reportyand in
1llizamsyhe finally adm 3d that had even yxritten &

I then asked Delano whether the Comm, had not

prepared and agreed upon some specific plan of redistricting,incidentally abo=
lishing certain F.R.Banks vihe e
in hands & f£inally said--there have been
report finally submitted this
mornings At that moment Foulke brought in my Resolution shich I read--again

there was a terrific explosion and Delano & Miller again repeated their charges

about delay etes T said to Delano that I thought it was of doubtful propriety

for a Comm, to consult with other members of the Board to the exclusion of some
in a matter as vitally important as this & he turned on me savagely almmst as

if he intended personal violence & asked whay I meant., I started to repeatmy

statement but he yelled oute~I heard it § What do you mean by it--in a most

threatening mamnner, I calmly repeated my statement & he said thésComm, has

been treated shamefully--you do not want to discuss this question honestly,

Ithen assked if members of Board had not been consultede~other than Comm,--on

any specific plan of redistricting & he yelled out--lever} Iater Dro Hjller

admitted that he had discussed specific plans & had opposed several suggestions

He added that while he had consulted with Comm, & had helped with their rea

port it was always with an "open mind" & he was absolutely free to vote in any

way upon the request of Comm, for instructions or upon any specific plan later

presented, ~ater in the meeting Delano anno@nced thst he kpew that the Comm,
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proceedings
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ad no objection but he violently op-
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2
Willi

iems said |
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1 accurate report, Wa burg said

had voted

one mO'V"”‘. alli ma LS ,_‘i._ m:r;‘\_hc.?.

copy of our attorney's opinion to us and it wasvoted to recone

Then another row followed & aga he Resolution was tabled 4 to 2,

at meeting when matter was

mation "to be shot at’,

sald we had treated Comm, harsh] v - acting in good faith,

were not hone S’c.—--pettifog{;ing_-plp T wa.s SOTrTry any

members felt that way & remin hem tha! th M had state 1 ag soon

btained the information asked 1 m olution,I should ask only

week in which to study it 2 Lhen would be willing to vote upon the proposition

~-that if the information were not furnished before the meeting I should then

ask for 1 week from that date to study the metter--and that if thst request was

LL|

pettifogging or obstinate or parliamentary tactics for delay (Miller's statement)
I should nevertheless insist upon 1t, Miller said our attitude made him wany to

vote the whole hog--for all the Comm, wanted--whether he personally agreed on
merits or not,and he manted to do this "damned quick", Miller,also--referring

to Gov, Burke sjid that one member of Board directly inspired Gow, Burke's ste

I.r,._n'\

tack on Flnnﬂs&%& Reserve Bank, T asked him to name the member & he said Secy,

L)

McAdoo, Delano said he knew Secy, McAdoo would not

andi that

1+ Tr1oe+ .
1te Question arose her any member had consulted with Secy,
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with Comm, re-
based on facts &
that Comm, was not
T

t¢ another report

0 rece g 1t

giving copy of report
Comm,~-Delano saying he would write Glass
him to return this,
ago Board passed vote calling on
port whether any need of Reserve B&#;K_
there, This was dore someof Board felt that some member banks were try=
FaRuBanks 2 T weal refusing to ask for rediscounts, Iater %
was voted downe-Willig 1 - I suggested that such action might slaem
morning after pra ng the Reserve System
not making expenses,must prove ght to continue,
Hov, 18, Thursday, Spoke before Phila, Chamber of
Nov, 19, Friday, MNr Lyerly of Federal Regerv

Council had considered subjeect of cutting down F.] : & Panks-~that wi

many believed this could eagily be done,the “ouncil was unanimously of opinion

this such action wees out of guestion & should not be

abolishing Comptrol~
had so written Mr Morgan wt sausge C 38,d1id not attend
Couneil,

learned authoritstive

Ly the 25 of n powerful
country,were secretly arranging to leave the Mationsl Banking

charters as State Banks
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1524
to postpone matter f Atty, G¢ S 01 n as of course they would not care
might neccesits rt proceedings,
arburg had previously to first row at
if legal proceedings did result with trouble for o
~~the more y +i g ) > the 7as 2 deliberate eonspiracy to jam th¥ough

1 meets Willis also told me of his
was retained by bankers association--Chicago
write the book on Banking & wrote 75% o0f ite-
Yational Reserve Assciation Bills thet DR, I,
bimselfs that he thought unhesitatedlv thas I
to believe that as 2n old teacher of Willis,he could dominat
1lis prepared draft of Bill for Glass Commge: that Dr, L. got
séneral theory he was working on--of consolidation of reserves~
could draw z Bill showing his-.Dr, L.'s ~-views & Glass said Yes,
Nen drew a Bill of which Willis has = copy:s that the Glass bHill
founded in any way upon Dr, L.'s bills that they were careful not to base
Administration bill upon any bill presented bv special banking interestss that
Jre L, wrote Willis sski ng for copy of Administration bill but Willis replied he
could .8 he had been forbidden to disclose it to anyones that this made Dr, L
Very angrys that later a Chicago banker (either Hurlburt or fkrtmll) stated pube
licly that F.R.Act was based on Dre L.'s bill: that Willis at once wrote denvine
thisg, Also said N.Y., crowd tried 10 have Glass removed from Comm, yals0 ! to have
Willis removed as expert--that the o X ty Bank worked on Ailes in Weshing=-
ton but he declined to have ~nvihine d t3 that they induced Congress

or Senate Comm. to summ im & he appe= % showed by documents that Administrs

1T Y

tlon _-:ill was not :-_’-“Oul-i{:_.:,f_'_ on Dr. I..TS - v Ot‘ﬂcr 1)_ I‘ s blll ;Ie Sa‘id

crowdgespecially Warburg,brought every pressure upon him to control the

an nonest man but that he wrote him directly as to aut horship of Administr

Bill & Dre L, refused to discuss matter; said Dr, L, became convinced the bankers
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were working for their own rather than f people's interest; that Forgan¥H3e
& “eynolds of Chicago were more narrow &hdrbigoted than Vanderlip & Buschyé& Dr,L,
finally gave up in disgust,
Board voted today,that I accept invitation of the Republican Club of M.V,
n January, Verburg said Club had previously inviged him

Y |

he wes a Republican he fought it best to decline., This is the

-

nas announced to the Board that he is a Republican, I had thought
thet he had told Senate Comm, when called before it on subject of his confirmate
ion that he had no polities but would have voted for Wilson had he been qualified
to vote, In addition to above,last year when attacked in Senateyhe wrote Sene
ator Veeks saying he was = Republican & complaining against Republican atitacks

& Weeks replied that he wns against such attacks,

Dec, 1, Vednesday. Took up question in Board of approvings minutes of meeting

of Iov, 22 when Atty, Gen,'s opinion was read by me, Willis read a very abbre-

viated sccount and an amplified one, Did not exactly please anyone

ves tokens ~HMiller & Dglano wanted a short report & Harding & Varburg a longer

one, liuch discussion sbout my sct in 2.8king Pres, to get opinion of Atty, “en,
Harding said he had drawn a draft of Comm, report on this but it had not been

passed by Comm, I said would be glad to have any action Comm, desired ss to a

further report but of cours ' ; wvas critieized,I should submit in full

iy reasons for believing an emergency existed warranting my actiong Miller come

PlAdned of executive interference referring--as he expressly said-~-to the Pres,

o o

W_ discussed the mstter the whole morning=~I said there was an emergency jus-
tifying my action~-similar to emergency I presumed must have existed when Delano
as Vice~Gov, went vith Gov, Strong to Mr Morgan & Col, House, Delano said he did
this as an individual & I replied that I wrote letter to Pres. as a lember

well as Gove Miller made a long stotement admitting he had vritten

report of redistricting Comm, & had consulted with the Comm, &

~~absolutely inconsistent with his statements on lNov, 15,

work of Organization Comm. wes done badly-~thought Sec, very foolish not to co=

pera now & ~ L e . s
operate nov correct errors from within as otherwise they would surelv later be
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anyone, I rex
even thought
certainly would make no such agreement
property of the F.R.Board, Finally Delzano sent up

vn maps a2g follows marked by him as Harding 2e marl by him ¢

marked by him ag W criticism of e Comm, plan (sic), Warburg m

o]

something about hs had plans in the alternstive 1llis was very angry at re-
ference to his map & asked 5 minutes in which to explain, He said he was appoine
ted Seeys of the Comm, yet had never been asked ad 2. single meeti

1

=3 LILC

Yarburg. had brought him a2 draft of report & asked him to delimit
secrecy was enj upon him by Verburg--that
not mentioned it to anyone

Willis exp ained

After luncheon

which abolished Bodton,
only one favoring =bolishing Boston &
to be abolished, This is in
Before going to lunchyDelano came in &

vanted to talk with him S unday love 14

driving with me to avoid discussion,

sﬂﬁy with her, I said if we had had a talk we should ha

ded much trouble, I spoke also of Hording's ultimatum to the Pres. and at first

+ + 1 g e B Bl L, ma sl g > Sia M 4 g 7 e
took the view that Harding wes speaking only personally but I reminded

Hove 15 that he had reported his talk with Williams %o +the
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Comm, & he remained silentyand this P, M, Williams said it wa ;ated at one

of the meetings that the Comm, asked Harding to see him,Williams, Werburg in

favoring a complete statement on minutes kept saying WWe must not
records". I explained to him that the suggestion of Miller & Delano
"forge" the records but to put upon record the reports,resolutions,votes etc
without trying to mtate in full the bitter remarks,debates etcs This latter
Warburg himself s2id was not necessary to be inserted,
Thursdaye Dece 2. In looking over Redistricting papers,l came 2c ross & copy
OF a letter of Williams to Secy, lcAdoo dated Nove, l2,enclosing a printed or
rather typewritten mem, of Harding's talk with him, The letter sayss "I enclosd

a mem, Of an interview with Mr *arding who has seen & confirms it--he asked if

1 would tell you that,when he called on you 2 or 3 evenings ago,he carried with

4.

the Comm,'s report and = map showing the proposed redistricting

with permission from the Comm, to.leave with you for yvour informstioN-«-===

He stated that he now hes it in his desk & will be pleased to send it to you
should you care to see it before it is submitted to the Board next week, Per=

sonally I have not seen the report or the map., ©Sincerely Yrs, Jno, Skelton Wil
~1ans,

fhe mem, referred to--of which I have a copy--as also of zhove letter--gives
their talk in detail, The proposition as %o submittine to Pres, etc, is staw

ted by Harding #n mem, as from Men %o HEn. Hardine however stated in meeting

of Nove 15,that he reported whole conversation to the Comm, and none of them

questioned or denied his authority. Then the Comm, suthorized him to present
8 map & he told Willigms the plan sbolished Bostonellinneapolis & Atlanta etc.

e -a

‘iWiidde ceme in late this P.M. and among at while acting

as expert for Glass--just after McAdoo took had met him,

& Man whose neme he would not givescelled for a copy of the draft of the Bill

for Werburgs Willis declined & the man said ¥r Worbure has s long memory both

i0r his friends & enemies, Also said "Secv, MeAdoo is under heavy obligations

to Kuhn,loeb &

Co, and he vill certainlvy give '.'.".!_T‘rburg: a copy as soon 28 he g;e'l'.s

one', Willis still declined, Said also that Col, House obtained a

ch




surope together,whence

“axrburg

Switzerland wrote = Bill,especially
dation of reserves from the Stock Lxchange

disfayored (sic) Stock Exchange, Willis
=1 he 19 e -1 Sy P W n . S g g - 1 19 ecdarastn =]
so,he discovered copy-~that Glass wes very much disturbed

ng him a copy

Tt

from other sour-~

asked to rém

A 1 - -
then went to

people the pros=

periily engendered by the F.R.Act, IHe then said--suppose we put Glass on the
Board in Miller's place ? The whole country would applaud this., I said no one

sdmires him and hig 2bility more than I-~but in my opinion

this time would be political suicide, It would inject = fierce

-

fight--disturb the country and rob the Administration of much of the

it even by Republicans for enacting the Act, It would

I begged him to

conceded %o
Politically into the hands of the Republican pariy,

over well & he said he wouldysbut I fear I made little impression

upon him,

LJECa Zrd, report from Comm, on Redistricting.

action of Comm.-~contained errors of fact--spoke of

It wa.g an att

dilatory methods-~said would not now

= 5'21-"' z 13 e +£* =1 rni 1 2 s
asxing rres, for opinion ete, I no objection to report

& reference to propriety

belng recelved provided certsin errors were strickenout
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also--that they would look
led as of today but that
wes referred to,I should have to file a report justifying
We had a long wrangle all the morni ing as to minutes of meetings of lov., 15 &22

294 I suggested certain additions, Delano submitted proposed letter ruling

that Chief examiners ought not to serve as Deputy F.R. Agents,
g0 over to Dec, 13 or at least one week, This was bitterly objected to,.
sald matter wes referred to Secve McAdoo & himself & that they reported
policy should be laid down as per sbove letter: said I also fove
iad favored this policy & believed in it now,but thought
time fo lscussion, VWilliams said Secy, lMcAdoo should have

to consider it, Harding then got mad-~said Williams was misreprese

McAdoo who favored this policy--that 6 members were present & matter

should not be deloyed etce Finally,as Delano & Harding were going South tomorrow

-~-matter was postponed to Deec, 134 At noon recess I read over proposed letter~-
found as to removal of Examiners as Directors but wes cone
fined t X 281ng 1o be Deputy F.R,Agents, I said this st meeting in after-
noon, Harding & Delsno vigorously denied this ~-I asked Delano to point out
where the letter favored removsl as Govt, directors, He underscored the last few
linegs, I said this merely spoke of Examiners being relieved of their direct duties
etc, meaning ag I read itsduties as Deputy F.R.Agents, They both denied this
I then said I saw no reason for removing either Gatch or Starek (each of whonm
have 1 year more); that Furst's term would expire Jany, 1 : that question would
whether Purst should not be made an unattached Govt, director: that this
policy which Boerd could determine: thet however this wes
Va8 no reason why Exasminers whose terms had expired should not
cease to be Deputy F.R,Agents but continue at Govt, dir:e s 2.5 until

their terms ez Pire, The matter wes then

ropped for present. Walked home with
Secy, lcAdoo~=he said he had read my reply to Verburg's history of Acceptance

regulations & thought I certainly should send it to him, (I gave SecVe & CODPY
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over split in Board & then would
ational High
I thought of

told me 2 day or S0 agogshe varburg

L o

postponing next meeting of Federal Advisory

A suggestion

A 10 11 A s ar 1.3 - " 9 . -
a “YALWras Je - 1Ls mnor l'-.]._:.ll-r‘ al

looked over their pr

HI

i B B e
cerivaln stateme 108

game effect,conceding of gse that the | 1, had a right to file any report

pleased Board could i 1t & make such disposition

I ssid I merely wanted t a3 2t I was willing to leave th
record out if the Comm, preferred to put matter ine

to report w y me gi ould be answ ; was for them to determine,

Wllliams determined to fi n answer to this report as it was
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Thursdaye. Dec, 23. Harding introduced resolution setting forth certain 166,
important questions which should be setitled by Board,among which were 1, Hxaming

rs reports. 2, Whether Govrs. should gserve as Class @, directors, 3. Whether

Govs, should be appointed Govi, directors or limited toddirectors whesther Govh,

R s o I A a1 5 o e .
or elected etc, Agreed that passage of reso

lubion should not commit any member
on merits but merely expression of opinion that questions should be take:n up
and settled in that order, Secy, M, said ought to be postponed until next meet

ing but Harding & others vigorously objected. I moved that 2 above,split up

a/serve as Deputy F.R.Agents; B/ as Class C, directors, ‘arding fought this

but Miller voted with us & it was carried, Herding then moved Previous question
on the Resolution--at first I thought I would object on ground that previous
question was not part of general Parliamentary law and that in any event,we
ought not to cut off debate in this summary manner, It occurred to me however,
that perhaps we might want_to pass some clearing proposition in the same way,so0
I made no objection, Secy, M, also introduced resolution against any director
or officer serving also as politieal or public officer of the U,S,~--State,polia
tical Comm, etc, Word"henceforth" was used,clearly showing did not apply te
present officers etec, Warburg moved to add word "act" as such,which was passed,
On way home,Willis pointed out,that this was broad enough to include Starek as
he might be held to be an officer of the U.S. I said,thought Secy, did not ine
tend this to apply to any director now in office but that it did apparently
settle policy that when Starek's term expired,he could not be elected,
Baturday, Dec, 24, Asked Secy., about thia--hg said did not intend it to apply
to Examiners at any time nor to directors etc, now in officeshe admitted it
might be construed to apply to Starek when his term expired,if he was an officer
Uy,Se==but that he had said at time it did not apply to any director or officer
now in office but only to directors etc, elected or appointed in future, WVar-
burg said this A.M.,he voted for it on assumption that word act meant now & that
Secy, introducel it as an easy way of getting rid of Starek, I told him such a
thought had never occurred to me, If it has any such application,we should also

have to call for resignation of Gov, Wells,Gov, Hanna of N, 9akota as well as
Starek.
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Tuesday, December 27, After long discussion.passed a resolution forbidding

holders of public or political office,U.S.,State,Municipal etc, from being elig-
ible for election or to act as directors,officers ete, Also resolution that
future policy of Board is that examiners should not be eligible or act as Deputy
FeR,Agents or Govi, directors, Williams agreed to give reports to FeReAgents
--see letier,
Wednesdaye December 28, Modified above political resolution~~directors already
electedynot required to resign, Passed resolution,Advisory Council should not
be teken from directors,officers etc, of F.R.Banks--not to apply to directors
until Janye ls 1917, Elected several Govt, directors, Secy, McAdoo said politi
cal resolution not intended %o apply to those now in office--~to make this clear,
above amendment passed, I pointed out,that resolution passed today or yesterday
as to annual elections of officers;would bar out Gov, Wells from serving as
Treasurer of Democratiec National Comm, At first Secy, M, said No--but later
agreed to this, Elected Peabody directoé{& Deputy F.R.Agent at N.Y, revoking
Starek's designation as Deputy F.R.Agent, In discussing appointment of Govt,
directors at Xangas City,Williams rointed out that Judge Goodrich ~~recommended

by FeR.Agent Miller--was s Republican and said we were proscribing Democrats,

This was first time polities introduced directly into deliberations of Board,
Secy, U, said we ought to try to have reasonable number of men of all political
faiths represented, Delano said 2 out of 3 Govt, directors at Chicago were
Democrats-~only a minute was given to this discussion-.I had no opportunity to

say anything--at proper time,however,I shall make my position clear that polities

should not enter into our deliberations, 5

December 29, Thursday, Agreed on notice to be sent out to khrat,&a%ﬁb & Starek

that henceforth ZExaminers not to serve as Deputy F.R.Agents & as rule for fute

ure not to serve as Govt, directors & I was directed to write accordingly, I
raised point that I must tell Satch & Starek whether this decision affected their

standing 2s Govt, directors for balance of terms--Gatch 1 vear & S tarek 2 vears

Seey, M, said wkkR/this decision '
write them not to affect their present tenure as Govt,




directors--everyone heard this & no one objected, I accordingly wrote tkﬁ%’aa

above, I trust this ends the Starek dispute,at least until end of his term,
Comm, also presented resolution calling upon Comptroller annually te present
for approval,list of Examiners with sala?ies. Williams asked for opinion of
Councel & it was voted so to ask Elliott,
1916, Jany, 6, Thursday, Delano & Warburg sent letter to Federal Advisory
Council,asking Tecommendation as to taking steps to raise rates to prevent specw
ulation by member banks etc. I objected on ground no necessity for increasine
commercial rates as no speculative activity there and we have no power over spec
ulation & investment loans by member banks, Letter had been sent & agreed fie
nally to let it stand on distinet understanding not to bind any member,
Jany, 12, Wedmdsgtay, Oswald Villard called and said a Congressman told him there
Was a scandal connected with Judge Ramsey,appointed Deputy F.R.Agent at Dallas-
that the Texas Legislature had forced him to admit that he had committed perduryb
ete, He saig he would see this Congressman tomorrgw and verify matter & if I
did not hear from him,I could assume nothing to it,
Jany, 13, Dr, Hfller & I held up letter to Judge Ramsey as to qualifying,to
hear from Villard, He did not notify us and Board decided to send letter recalle
ing it if necessary by wire,if we should hear from Villard, I asked Houston
about “amsey--said he knew him well-a man of highest character--and nothine in
these charges, His appointment had been given out some days ago & was well rea
ceived, N charge ever brought against him, Seecy, McAdoo gave dinner this even
ing to F.R.Board, Presents Gregory--Houston--Senator Swansong-Mr Glass etceetc,
Bertie sat on left of McAdoo and Mrs Swanson on his right-;I was next to lirs
Swanson, Secy, McAdoo told me to go in to dinner directly after Cabinet as that
was my ranks, This put me ahead of Glass & Asst, Secy, Roosevelt,
At meeting today,I objected to clause in annual report apparently justifying
Reserve Banks in not making expenses & dividends especially a clause to effect
that Resgerve Banks must invest 250 millions at 2% to earn expenses & dividends,

Gave notice would introduce resolution that Banks---expected to earn both and to

earn gross 5 millions for this burpose would have negligible effect upon the
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527 millions gross earned last year by National Banks,
Sunday, Jany, 16, E.A.Krautoff of Kansas City called in evening, ©Said he wisa
hed to protest against having Mr Fleming made Deputy F.R.Agent at Kansas City
Banky that while his present standing wes admittedly high,vet an investigation
of his early record would show it to be unsavory; that in 1892 he was on a bala
lot commission which helped to disfranchise negroes and that while Senator Reed
was Mayor,he controlled certain public utilities--I think telephones-~which he
leased and later sold at large profit to the Citys that it involved scandalss
that he wvas willing to go before our Board and tell them this in person,
;any. 17, Told Board every word Krgutoff said-~much discussion as to whether
Fleming had had banking experience, Warburg said whether he had or notyhe had
had more than lMoline & he would vote for him as Moline was clearly not up to
the standard. I suggested that we ought to investigate Krautoff's charges,but
in view of the numerous indorsements,especially of the leading bankers,in his
favor,the Board thought this unnecessary and voted 5 to 2,on.D§1ano's report,

to designate him, Dr, Hfller & I voted No,and Dr, M, asked to have his vote

recorded,

{8ny. 19, Wednesday, At ball given to Pres, by S. American Ambassadors & Minis=

ters,Judge McCoy said to me that he was amazed that the people dbd not more geha
erally see the great adventages of the F.R.Act; that he was satisfied it was
largely owing to Compt, Williams; thet this had come to him from all over the
country, He ak%o said "I will say to you in strict confidence that--no matter
how I may finally decide the Riggs Bank case;I believe that Williams®' letters
were good illustrations of how not to do a thing: they were most intemperate
and unjudicialyand in my opinion he has injured and is fearfully injuring the
Administration,altho I admit he is honest and very likely able, He added that
something should be done to prevent his utterly wrecking the Administration,
Jany, 18, Tuesday, This morning,Williams brought up matter of his salary from
date of qualification as Comptroller to Aug, 10, Elliott and Cotton some time
8go gave opinion that he was entitled to it and a few days ago the Comptroller
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of Treasury ruled that it was a valid debt,payable out of the F.R, assessments,

Delano,to whose @omm, matter had been referred asked for more time, Williams
objected and finally Delano said if Williams insisted he could make preliminary
verbal report, Williams did insist an Dglano said he wasexamining matter--could
not find how matter was referred to Compt, of Treasury but finally found it was
a letter of C.S.H, Prepared by Elliott, It seems the matter was docketed when
Elliott's opinion was rendered and that this opinion was called for offieially
by the Board, One morning,Willis told me Compt, Williams objected to its being
docketed as it was a claim which required no action by the Board,the question
being purely one of law, That same morning;Elliott came to me with the opinion
& said no reason for docketing it as it was purely a question for Compt, of Treas
urye That day,I think,Williams renewed his objection in the Board ang finally
the Board struck it from the dockets, I explained to Board,that while my recollec
tion was not very freshyyet I could say that I never had referred any question
the matter
to Compt, of Treasury without informing the Board, On thinking/ik over,I remem-
ber distinetly what Elliott said to me as above and am quite sure that I stated
this to the Board and that the Board understood the question was to go to the
Comptroller, This is only explanation for Board's action in striking it from our
docket for not a word was said against the e¢laim in any waYe Delano then went on
and said he had written a confidential letter to the Secv, of Treasury which he
readse In this he did not deny legality of claim but said he should vote against
ityespecially in view of mote of Board that it would assume all expenses after
Aug, 10(or whatever the date was,) Delano then asked for more time and no objec~
tion vas made, I told Secy, M, of this--he was very indignant with Williams for
bringing it up at this time and in the afternoon meeting said he wanted matter
held up until he could look inte it,to which Williams said he had no objection,

JIa 19, Wednesday, Williams again brought up matter in Board and oriticized

certain parts of Delano's letter,

dany, 20, Thursday, Secy, lMcAdoo read a memorandum agreed to by Board,telling

Governors they could no longer maintain a regular organization of Governors acting
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collectively,and while no objection to informal conferences,they had no legal

right to form any regular organization outside the law; that while Board always
glad to consider any question with individual bank,the conference in protesting
at Minneapolis sgainst "pressure" by the Board in suggesting ratesyclearly went
beyond their legal powers ete, Gove Strong admitted this and said Governors could
easily accommodate themselves to the spirit of the memorandum, Gov, Wold says he
was sorry Board misunders@ood purpose of Gov,'s conferences, Secy. McAdoo handled
matters admirably and Gov, Aiken told me in evening,while dining with me,that ever
word McAdoo said was right & deserved,
Jany. 28, Friday, Board completed draft of annual report for = paged proof, I

Put in an amendment askine that a specific statement of just what Act has done

in reducing rates,be inserted, “arbure objected,as did also Miller & farding,on
ground that some timq/ggzrd might net want to take/:ggponsibility for the pre-
vailing low rates if they should result in over-expansion, Secy, McAdoo said the
rates were specifically referred to in the reports of F.R.Agents and it would be
better not to go into too much detail & he begged me to withdraw the Amendment,
which I reluctantly did, I also introduced an Amendment showing that expenses &
dividends could easily be earned by F.R.Banks,except in most abnormal times,witha

out serious competition with Eember ﬂanks,and reaffirming our statement in last

year's report that the F.R.Eanks were not emergency banks, This was referred to

Dre Mjller to draft a paragraph for future consideration, Dr, Miller put in an
Amendment to Seetion 1l4,adding to the open market powers of F.Re.Banks the right
to buy notes secured by warehouse receipts covering agricultural staples, I mo-
ved to amend this by authorizing purchase of notes bearing the signature of two or
more responsible persons ete, All agreed that Dr, Mﬁller's motion was to0 nare
rowyfavoringsas it did,agricultural products;and that,if anything were to be done,
it should be broadened, Warburg objected strongly to my motion--said trade ace
ceptances would greatly enlarge scope of Reserve Bank operations and that notes
should not be included in open market powers, I insisted upon a vote,& finally

SOmeone moved to lay whole matter on the table for the present, The vote was a
tie,C.S.H,
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Williems,and I think Miller voted No, and Delano,Warburg & Harding Aye., Secy,

licAdoo voted Aye and matter was laid upon table, Secy, licAdoo said he favored
my amendment but thought it should not be pressed at present time, Delano said
if forced to vote now,he would also favor my amendment but bought it should be
postponed,
dany, 28--8atdzday. Varburg circulated a proposed addition to the report asking
for amendment of law,as Sgcy. of Treasury could now spoil distinct policyﬁggerve
Board by depositing Govt, funds in the banks without the consent of the/Boards
also that Board had no control over Compt,'s rulings nor over appointment of
Examiners--nor of reports of conditions,nor of Emaminers reports of examinations,
Amendment mildly stated no present trouble as Compt, had in fact practically
cooperated with Board,but trouble might arise in future ete, This is a direct
and intentional slap at the Secy, & Williams, WVarburg told Willis,he had at last
got the votes and should insist on putting this through on M nday,
Jany, 31, Monday, Secy, McAdoo ® uld not be present and consultation postponed
until Tuesday, Secy., asked me to prepare other amendments to the report which
we could demand a2 vote upon and I did this, I impressed on Secy, that phis wa.s
a direct attack on him & Williams & he must/zgeat it, He agreed to this,
¥ebruary 1, Tuesdays. Secy., McAdoo could not be present and consultation poste
poned until tomorrow, Harding told Secy, in mv presence,that Dadano said he
would file a minority Teport on this amendment even if all the others voted
against it; that the members felt indignant at their status and ultimately in
tended to move their quarters out of the Treasury building as they were looked
upon as merely a dept, of the Treasury under control of the Secy, Secy, lMcAdoo
said that fact that g Cabinet member was one of Boardyadded dignity to its that
the Board with certsin members,wanted Secy, & Compt, put off the Board & wanted
more power which no Administration would ever give thems that as to atatua;he had
told the Pres? he would not object if Board were put ahead of Asst, Seecyv,.'s but

that the Presg/ wa$e§$barrassed from fact that Asst, Secy,s had a status for s

ecentury & it was/difficult to overthrow this, “arding said he personally thought
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the dmendment should be dropped but that if insisted uponyhe should have to

vote at least for partpefcit, He a%leo complained bitterly of Compte's rulings
and lack of tact, I gave drafts of additions to report to Secy, M., to consider,
They were l, Direct gppropriations by Congress fo? our salaries & expenses,

e Approval of Compt,'s efforts to stop usury, 3, F.R.Board to have power to
fix meximum rates for Hember Banks, 4, Stamp tax for checks in interstate com
merce of banks not joining 8ystem, 54 Govt, to subscribe for stock in F.Re ganka
when reduced by withdrawals etc. 6, Right to individuals to deposit in F.R.?anka
etcqetce I am satisfied the intent of Warburg is to furnish political ammunit-
ion to Republicans & regret that the others;perhaps unconsciously are lending
themselves to this movement,

February 2. Vednesday, Long meeting 3;6 P.M, Discussed Warburg's proposed ad-
ditions, Delano said did not approve original memorandum but did approve thisg
sald would a2pprove anything which clearly revealed his position as to Govt, de-
posits & Compte; that he should insist on making his position clear in report,
Yarburg said memorandum was originally his but now was more Harding's, ?arding
sald he merely had redrafted it, Warburg talked for a léng time, Said Seey,'s
action in making the 15 million deposit had injured F.R.System & interfered with
market for rediscounts vhich was necessary for other F.R.fanks and gave figures
to support it, The Sfcy. explained reasons--great emergency-~cotton contrabande
South would not be satisfied on bare assurance that assetss of F.R.System were
at disposal of Southern banksj had merely announced from Maine that he would
deposit if necessary,before depositing consulted with Boardsy if pgssible would

have consulted with Board before making announcement but was away, Secy. said

little of deposits were in fact used & “arburg agreed to this, ‘arding said how

could 15 million affeect cotton crop of 800 million except psychologically %
Harding said would not be for him to attack Secy, for helping the South, Admita
ted to Warburg,he had written Seey. no deposits necessary, All agreed effect
wes largely psyohological.' Secys. explained fully that present law gave him this

right & all agreed to this, Secy, said--checks & balances--Reserve Board could
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at any time overcome any action of Secy, a/ By redistricting; b/ Bz_raising

discountimg rates, Secy, addedyno such legislation could possibly be enacted
& would injure influence of Board to reveal divisions in Boards; would be con-
strued as a politieal attack on Secy, & Compt, C.S.H, asked that Varburg ad-
dition say TRATK1Y what it meante-a direct attack because of Govt, deposits,
I made Warburg admit the his plen must ask legislation preventing Secy, from
depositing even in “ationd baﬁk depositories without consent of Reserve Board,
I pointed out that such a law would necessitate continuance of Sub~ Treasury
system forever, Delano saig under present law Secy, must equitably divide dew
posits among the several states and law should be same for deposits in Reserve
banks, Secy, said if any future Secy. should put deposits arbitrarily to in.
Jurg F.R, system,Pres, would remove him: as much danger of hbe Reserve Board
acting wrongfully as the SecYs C.S.H. pointed out thst if Board asked legis-
lation,we should all have to fight & show our differences before the Comms, of
Congress, Warburg said bills would be introduced any way, I replied if bills
introduced by othersy,any of us,if summoned,could express our opinion with a mine
imum of injury to Board but if we ourselves asked for legislation,we must prove
before Comm, reasons for it and this would foree us to fight with one a other,
Finally Harding said he would vote vs Warburg suggestion but a/ reserved right
to bring matter up laters: :
rity report to signify his concurrence in that part which he approved, Miller
then reagd Paragraph to effect that Board had made no recommendation as to cera
tain other questions because of difference of opinions,and more time needed for
consideration. Secy, H.,C.S.H.‘& Williams agreed to something like this & matter
to be considered again tomorrow, Seey, M, did not read or discuss ang of our
new suggestions but he showed Harding a copy before meeting, ﬁarding bitterly
objected to the one asking for direct appropriations by Congress & evidently
these amendments hag great influence in changing his mind,
February 5, Da.turday. After long discussion;agreed that Report should go in
without Warburg or Delano's amendre nts as to Govt, deposits & changes in Compta




roller's office, It was agreed;however,that prior to Jyne 30 '16 if any 215;'
more members wished to transmit amendments on eny subject to Congress,the Board
would send them,having right of course,to file a minority report or = majority
one and this to apply to any other amendments of which Secy, said he had a nume
ber not yet offered, We then took up Delano®s amemiments to law as to Compte
roller, C.S.H, showed that substituting approval of Reserve Board for approval
0f Secy.over Compt's office,would not help but would cause more troublegy that if
any change were necessary--which he denie%,believing that cooperation would work
harmony-~the whole functions of Comptroller must be changed--he must be made a
subordinate of Reserve Board subject to its appointment & removal & his right to
report to Congress must be taken awaye Secys M, said he knew cooperation would
Produce desired result and he directed Comptroller to consult Board on all impor
tant proposed action such 8s new statements in consolidation reports etec, The
Board then appointed Farding to deal with Comptroller onm all these matters,
February 7, Monday, Williams said he had heard in confidence that ﬁarding had
agreed to accept Presidenﬁy of the Baltimore Trust Co, into which a large Natioa
nal Bank was to be merged & that Warburg had advised him %o do Soybut merger had
fallen through & finally Ingle was elected Pres, of the Trust Co,

February 9, Wednesday, Varburg had read a memorandum based on the examination

of Phila, Heserve Bank,showing how much money it must invest to earn expenses &

dividends, Inference drawn-- capital too hich & cannot earn dividends without
Practically using up all its reserves, Warburg said showed conclusively that
should not be over 6 banks & t#At capital paid in should be reduced, Cléémed
that all investments meant depletion‘of gold & thht St, Louis gold was only 50%
& even then was not earning expenses, The other members ,like a flock of sheep
agreed, Williams not present, Delano & Miller said whole system depended on N,Y.
which was thus practically a central Bank, Harding said N.Y, ought to be the
cgntral Bank of the_U.S. Dr, Willis said Werburg's argument was a gross fallacy,
February 11, Friday., Warbure sald,while he was sorry Garrison had resigned,yet
he felt under the circumstances he could have done nothing else, Thé& the F.Re

Board had precisely the same relations to Congress as did Garrison, Congress was
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a mass of ignorant men interfering with matters of which they knew nothing--

that such a ® ndition was intolerable, Secye McAdoo said he was glad Yarrison
had resigned-~that he was a reactionary and had absolutely no sympathy with the
Administration, This AM, wrote letter to Pres, indorsing hig position as again
st Garrison,

February 14, Monday, Delano made report upon Williams claim for salary up to
August 10--1914, Showed evidence of bitter feeling and clearly implied that I
had asked opinions of Elliott without authority of Board, He evidently is lay-
ing a foundation for future attacks on Williams, I will reply to this, ZHarding
introduced a proposed letter to F.R, Bank of Atlanta,requiring it to keep 100%
Reserve vs Govt, deposits, Said McAdoo told him it was a Damned fool letter and
he would insist upon a record vote on it, Postponed until,a #ull meeting, Hara

ding was very ugly,

february 15, Tuesdays Federal Advisory Council reversed its attitude as to re=

duction of Capital of F.R.?anks & voted 7 to 3 against such reduction, Forgan
while favoring reductionysaid it was absolutelv necessary to earn dividends as
otherwise system would be looked on as a failure, Said the competition would be
absolutely negligble, All the members seid a/ Member banks were not disturbed
at failure to earn dividends, B/ That even if capital were all paid back,the
member banks under present conditions could not earn dividends upon it,

Wing & the others agreed that under present conditions most of the banks could
not earn dividends unlesgs they went into open market more largely, Wing said
Boston could not get enough eediscounts from Member banks on notes to pay divia
dends except in a commercial grisis & that in Acceptances lay Boston's future,
Var burg was very sour at this,

February 16, Wednesday, fate in afternoon,Compt, Williams came in very indignant
at Delano's report and attached chronological statement as to Williams' claim
for salary prior to Aug, 10, 1914, He said the statement that he had strenuous-
ly objected to Elliott's opinion'being put on the docket for Oet, 15, 1915 was

false and an attack on his honorg that tomorrow he would ask Delano at Board
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meeting what he meant by this reference and if he did not explain satisfactoril
he should then and there thrash him soundly and @f he told him to put his own
interpretation upon it,he should also thrash him/, I told Williams that Delano
had reflected on megmore than on him as his statement that he had never seen
Elliott's opinion of Oct. 8 until 13 months afterward and also that I had sent a
letter to Compt, Werwick asking for an offieial ruling on Oct, l2-~three days
before the matter was docketed--vas an attack on me as it implied that I had
acted without authority of the Board, I told him,I would look into the whole
matter and made him promise to take no action until I had done 80,
February 17, Wednesday, Saw Delano and Willis about Willisms matter, Willis
sald Compt. did not object to docketing the matter but on contrary,said if
Board wished to take it up he had no objection, TFinally after talking with
Villis,I wrote Delano a letter based on this talk with Willis and on Elliott's
letter to me,showing that it was Elliott in his letter of Oct, 8, '15 to me,who
pPointed out tha Board must obtain o?ficial ruling from the Compt, of Treasury
before it could pass upon the matter, I also told Delano in the letter that
the matter was docketed by Willis because of my sending Elliott's opinion of
Oct, 8 to him; that altho dated Oct, lz;it was not sent until after the meeting
of Oct, 15, The facts were that I received Elliott's opinion on day it was
dated-Oct, 83 that I probably (recollection not very distinet) asked him to
draft a letter to Compt, of Treasury in accordance with his own suggestion cone
tained in his saig letter; that on afternoon of Oct, 8,Friday,I went to Mattapoi

sett for Sunday; on Monday I went to Newport with Asst, Seey, Roosevelt & from

there to Indianapolis not returning to Washington until Thursday,Oct, 14 3 that

On morning of Friday,Oct, 15~-Willis told me that the matter had been dtricken
from the docket for the days that later in the morning Ellio%t came in and eXm
Plédned that the matter should not go on dicket until Compt.'s ruline was oba

tained; that he had told this to Delano who fully agreed; that Elliott told me o
in his letter to me written & few days agoythat I said I would explain this to

the Boards; that I went down to the meeting with Elliot+'s opinion of Oct, 8 '15
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in my hand$ this latter statement Blliott made to me orally a day or two aéo)

My recollection is that after Willis had explained why matter was stricken from
docket (our records show he explained this) I told the Board of his opinion and
Cotton's approval of it,(or rather of the earlier draft of Dec, 9314) and said
the matter should go to Compt, for official ruling & thet I would so send it,to
which there was no objection, No formel vote was taken as the matter had been
gstricken from the docketyand my statements were merely informal, The notation
on my letter made by Compt, shows he did not receive letter until Oct, 22.
Elliott explained this to me by saying Compt, was out of town & he did notm--
deliver the letter until his return, See my letter to Delano dated today,
Later Delano came in andsaid he would recast the chronological history attached
to his report to conform with the facts, He also said Williams would be bitterl
attacked if he took this moneys that if he was his own brother he would beg him
not to ask it; also said Congresaman Glass had heard of this but not throush
him and that he had told him he was much disturbed as to the matter, I then
told Secy. McAdoo about it and saw Williems & said Delano would strike out the
mistaken reference to him & besged him to pay no more attention to it; later,
about 6,15 P.M,,I met Delano in corridor & explained to him what I had told
Villiams,

Thursday, February 17, This A.M, held hearing on Conn, bankers petition to be

- = ' . 1 Petitioners
assigned to N.Y.District, During hearing asked Reiwgeyhow many of the 52 petita

ioning banks had joined the voluntary system of clearing,established by F.R. Ba
of Boston; they said very few but could not answer definitely but would ascer-
tain, Suddenly Harding exploded & said he objected to any questions which
would involve further delay--that he wanted to vote at once and settle this mate
ter and would not permit any further delay, His manner was discourteous and in-
sulting, I,of course,maintained my dignity to avoid having a row before the
Petitioners and before meeting adjourned stated I had vritten F.R.Agent Cure
tiss asking this question and had received a letter or telegram from him that

morning answering this question,and as it was purely a question of record,I
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furthersthey all agreed to this, Harding is evidently not agentleman as he

has shown from time to time at Board meetings, He evidently has little sympathy
with the F.R.System and he and Werburg are reactionsaries to the 1;ar.‘s/t'_.igegree.'
lionday, Feby. 21, Wa rburg's memo, amending F.R.Act to permit Mu%; “avings
Banks to join system as associate members without payment of capital was consid-
ered; Werburg had also provided that State banks & Trust Co.'s could join as
associate members without making any capital payments but could rediscount only
through a member bank, I prepared a memo, objecting to part relating to State
banks, Quite a bitter debate, Harding got mad and said he was a chump ever %o
have gone on Board; that the Administration members evidently were determined
not to allow any amendments; that we were determined on this é}rse for fear it
would give the Republicans political capitals I said I hed paid no attention to
considerations--he said Secy, M, had told him as above, I said such an amende
ment would be takeM as a confession that our system was a failure without State
banks & if adopted it would break all,our efforts atk coordinstion, Warburg &
farding sald I was afraid of political opposition, I replied as amendment would
be taken by bankers as an admission the system was a failure. Warburg & Harding
both at once saiad it was a fallure unless radically amended and within 5 years

this would generaslly be admitted, thy both wanted to do away with capital pay=

ments by State banks in order later to bring about return of paid in caPital to

member banks., Finally it wes agreed to draw new amendment limited to Mﬁt.bth
ings banks. Harding brought up his proposed letter to Southern banks as to 100%
Teéserve vs Govt, deposits. On discussion it wes shown that these banks were not
using this money--i.e, in effect,they were keepine 100% reserves,

I suggested merely writing approving the course of these banks in conserving fund
which Secy, at any time might remove,and finally Harding agreed ta redraft it
along these lines, WVarburs brought up his comments on Broderick's report on Bos-
ton Bank and I gave notice I would file a dissenting memorandum to prove no need

for paying back capital, See mv draft,

Wednesday, Feby, 23, Spoke at dinner of Union Trust Co. and Safety Deposit and

Trust Co, of Springfield,
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