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it a joint conference between the Federzl Re-

.

-

serve Board and the Governors of Federzl Reserve Banks

-

held in the office of the Board on Thursday, 4April 5,
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ilr. Hdarding, presiding, Mr. Hamlin,

o
Mr, Delzno, ¥Mr. wWillis, Secretary.
’ D

11 ~
Mr. iWarburg,

Present also, lir. iilken, ¥r. Fancher, lr. lcCord,

lMr. MHebougal, ¥Mr. Calkins, lr. Treman, lr. Van Zandt,
Mr. Rhoads, lr. Geay, lr. Wold, lr. Curtis.

Governor Harding opened the meeting by stating
thut the Board would receive reports from the Governors

with reference to their delibersations, and called upon

Governor Aiken for & statement. Ilir, Alken said thut the

subject of Federal reserve drafts. lr. Harding thereupon
made a brief statement with reference to his views on the
use of drafts and checks, sketching the prevailing prac-
tice on the subject, and emphusizing the development of

the personazl check. He then called for expressions from

members of the Board, and lr. Delano made s brief state-
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ment with reference to the best mode of developing the
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aft business, expluining thit he was in general sympatny

with the plan which would be proposed by the Governors,
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possible modificution the use of a
special draft form, perhaps differentiated in color, to
be used by depositors in muking smzll drawings. Mr. Alken
said there had been much discussion of the situation among
the Governors, snd thut the report they hud agreed upon wus

the expression of mujority conclusions, t

¥

here being dissent

on a number of points. The matter was one thut would have

to be decided by the Board. He then read u report of con-
clusions arrived ut by the Governors as follows:

",.fter considerution of the reports of the com-
mittee appointed to comsider this subject, this Con-
ference recomrerds the adoption of the following plan:

(1) Thuat the privilege of drawing "Federal re-
serve exchunge" drafts should be limited to the country
baunks, or, in other words, to those banks carrying a
twelve per cent reserve.

T
P,
i

1o\ ™ +

(2) That the drafts should be drawn by member :

banks upon their ovn Federal reserve bank and made re-
) ceivable for immediate availability at pur subject to ]
{ finul puyment at any one mederal reserve bank specified

in the drart.

(3) Thut 4 special uniform form of draft be adopted ,
by all the "ederal reserve bunks, such drafts when drawn

upon this form to be the only ones which are receivable :
for immediate credit at par.
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be tried on a modest scule. If the proposed drafts should
be made both payuble znd receivable at any Federal reserve

bank, it "would involve a great deul of worry."

4 colloguy between lir. ‘larding and Ur. Fancher with

v/ - Q

clearing system
23
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drift toward the

General comment
and the idex was expressed that free transfers between Fed-
reserve banks would result in cutting reserve €S.

rebutted by lr. Hurding and others.

it this point lr. Hurding left the room, snd Vice

tovernor Jarburg took the chair,

A ceneral discussion as to methods of remitting wrd

o \ 9

cashing drafts was undertaken, sand the stutement ol views,

district by district, was then resumed.

nat there should be neither &n ex-

Mr. Calkins sa
chenge charge nor = limit to the amount of the pro
Yo such expedient was necessary in order to protect the baxnk. (

vy

Mr. Seay thought the action tsken should be conserv-

agreed with lir. Fancher.
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b

nt thut reserve banks ougnt not to

furnish exchange when member banks could buy it. It was
desirable to move slowly. He thought llr. Harding was
wrong in his belief that the personal check would be ex-

t this point llr. Hurding reentered the room and

- o

« v 1T emo o e
a supplementuary state-

ment of informal character showing thut there would be

+

an advantaze in getting a definite statement from each A

member present of his attitude with respect to two of

whether daily telegraphic advice sent by the originuting
bank was desirable, and (2) the question whether it vas !

W

desirable to muke drafts puyable only to the order of

sdvice, but not

to crosser

advice and to
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Mr. Seay opposed to telegraphic advice, but not to

»
O
ot

Ir. LicCord favorable to telegraphic advice, but
( 10a6d cerpaced cheel:
ypposed to crossed checks.

Ir. McDougal opposed to telegraphic advice; crossed

Mr. Van Zandt opposed to telegraphic sdvice, favor-
able to crossed checks.
lr. Calkins opposed to telegraphic advice, not op-

posed to crossed checks.

New York favorable to telegraphic ad-

not objectionuble. Lir. Curtis further
said thut the Federsl reserve bank of any district couald be

1 protected asainst exceesive transfers by the use of a modest

exchange charge. He thought the holder of

be best pleased if the draft was made payable rather than

receivable at a given reserve bank. [

Yir. Harding summarized the discussion in a closing
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the Government bond gyuestion.
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In reply Mr. aAiken stated thut the subject haud

been only informully considered, and that no report was

as yet ready in writing. lr. Harding said that the Sec-
retary of the Treasury would probably muke & statement as
to his policy tomorrow, and that it was desirable to ob-

tain at once the general substance of the Governor's

<
i
e

en stated that the Governors believed the
issue of bonds should be not less thun :$1,000,000,000,
whereupon Governor Harding stated that Secretary licidoo
hud stated that requirements of $3,400,000,000, approved
by the President, had been transmitted to the Appropria-
somnmittee of Congress. Continuing lir. Aiken said
that working on the 1,000,000,000 estinute it had been
agreed by the Jovernors thut 377 would carry the loan,
although perhups the larger output of bonds would result
in modification: of the interest rate.

inquired vhether the Government had
better purchase the bonds of the fllied Nations or guur-
antee them, or hold aloof from their finances. Nr. Alken

responded that the Governors thought we had better float

our own bonds and muke the proceeds payable to the for-
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eisners. Ilpon being questioned, zll present agreed to

tnis view, except ir. Treman, who said thut he would pre-
fer not to express an opinion. MNr. Aiken stated thzt the

Governors believed the bonds should be redeemable in five
years from issue, with a provision for redemption there-

after. One of the most serious matters in regard to the

whole situition would be the mode of sale. ' It was be-

ve
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lieved thut this should be done through Federal reser

barks. As to payrents, he thought they should be certainly

maede through the reserve banks to the Government.

suid the Secretary of the Treasury was

somewhst inclined to keep the funde on deposit with nationul

banks, and Mr. Delano suggested that the Board look care-

fully into the English rule during the recent loan of five

&)

N

billion which was desisned to discourage banks from sub-
& scribing, while leaving subscriptions on deposit with the
% banks which had received them. \
1 At this point discussion of the bond guestion was
suspended, and Mr. Harding called the atte ntion of the Govern-

ors to the question of u reserve statement for the use of member |

bunks reporting to Pederal reserve bunks, suggesting thut it
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