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At a joint session of the Federal Reserve
Board with the Governors of Federal Reserve banks
neld in the office of the Board at 10:30 A. li. on
Monday, December 11, :1916:~
ST LAY VAT
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Governor Harding, presiding, Mr. Miller,
Lr . Warburg, Mr. Delano,
¥Mr. Hamlin, lr. Willis, Secretary.

Present also:- lr. Wells, lr. Van Zandt,

Ur. MdCord, Mr.: Curtiss, ir. Alken, kr. Seay, Hr.

Fhoads, ¥r. Fancher, Mr. Treman, Mr. Wold, Mres Miller,

Mr . McDougal.

Mr. Harding sddressed the Conference, outlining
the functions ‘it might well perform, and indicating his
views of the relation of the Board to it. He then: took
up the programme of the Conference as tentatively drafted,
and’ indicated the points therein which he considered of
special interest, naming particularly 5(f) on reserve
penalties; No. 6, clearing and collection, especizlly
gubdivision (h); Neos. 1l, 2, and . 3; No. 8, gold-settlement
fund; No. 21, branches and agencies. No« 9 on currency

and reserves, however, said Governor Harding, was interest-

ing but academic unless dealt with in a strictly practical
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way. The Board might or might not ask for amendments on
il the points indicated in the topic referred to under that

i' head. . lr. Harding then proceeded to explain the Board's

s i

complete programme of amendments as tentatively blocked

out, following substantially the same lines that had

s -3 ¢ i
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been ggreed upon as set forth. in the Board's minutes of

the meeting on kriday, December 8th, but adding thereto

—

| a twelfth proposed amendment not there enumerated, call-

ing for the issue of rederal Reserve notes directly
against gold, this being the same recommendation made

in the Board's last annual report. Mr. Harding also S&id‘
that the Board had considered the question of having
Federal Reserve notes issued at the cost .of the Govern-
ment, and had almost determined to ask for it, but had

changed its mind owing to the fact that it was at prescnt

not dependent upon Congress for appropriations, a condi-

tion of affairs which might be hazarded by the innovation
referred to.  He added that it was possible that the

j‘ : Board would ask Congress to authorize .a reduction of the

paid-in capital stock of any Federal Reserve bank to oneé~
half of the present figure.

i / Mr. Harding then took up the Board's statement of

b November 28th relating to Treasury bills of foreign govers
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ments, and stated that he would outline confidentially
the history of this statement. Ile described the visit
¥Mr. Henry P. Davison to the Board some ten days before
the issuance of the statement, sketching the conversation
with him, and his proposal then set forth to offer on the
market an indeterminate amount of the bills. He said that
Mr. Davison could not possibly have obtained from this
conversation the idea that the Board was favorably im-
pressed: with his plan. Nevertheless the firm of J. P.
Morgan & Company proceeded with its plan for the issue
of the bills. Meantime the Advisory Council had met and
the whole matter was taken up with that body. Immediately
upon the sadjournment of the Advisory Council a statement
very conservatively frumed was issued, such statement being
intended to express the ideas arrived at by agreement with
the Council, This statement was misinterpreted in various
quarters, and was, therefore, followed by the statement of
November 28tnh. The bills, as a consequence, were withdrawn,
and since then the sentiment of the foreign press had be-
come more friendly, toward the action of the Board.

In closin; lr. Harding gaid that committees of the

Board would be nemed to consult with the Governors on various
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topics, us‘might be desired, during the continuance
i of the session. He announced that Mr. Warburg would
address the Conference on a special topic,.

Mr., Warburg, ﬁhercupon, outlined briefly thoe
gituation as to bankers acceptances, suggesting the
appointment of a small committee to deal with the subject.
He referred to the possibility of raising the prevailing
rates on acceptances and suggested that the system had now
reached the point at which such an. increase would be not
only possible, but probably desirable. Lloreover, there was
needed a better development of & policy of general cooperéa-”
tion on the whole gquestion of acceptances. At the present

-

time the system has accumulated about 340,000,000 of renevwd:

nk

scceptances, due to the lack of cooperation smong the banks

in meking their purchases. A further topic brought out for

i consideration was the question of a differential rate favor”
il able to the acceptances of member banks as against those of
non-member banks. Finally lir. Warburg suggested that the
time has come for the discussion of the use of endorsed
acceptances instead of continuing a situation in which theé
Ef acceptor often undertook to market its own acc0ptancesl/

;

Upon the conclusion of lir. Warburg's remarks, Mre
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Harding presented a question recently raised by a New

I

York bank with reference to the method to be used in
reconciling member banks' reserves, and the treatment of

uncollected balances with Federal Reserve banks in that

connection. Fe recommended that the Governors ap
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a special committee to consider this matter.

Secretary Curtis of MNew York inquired the Board's

i

. . . s 1 3 l
policy with respect to the Committee of the American f
Bankers' Association now working out the clearing and }
;

collection question,. and Mr. Harding briefly replied that 1
1

the Bourd's policy was, so far as possible, to hold aloof §
2

1}

from the discussion unless asked by & Committee of Congress i
to present its wiews. |
|

In closing lir. Harding renewed his suggestion that E

a committee on acceptances and acceptance policy be named f
by the Governors.

On motion &t 11:50 A+ M. the joint session adjourned.
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