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At an adjourned meeting of the Federal Reserve
Board held with Governors of FPederal Reserve banks, sum-
moned to Washington for conference, in the assembly room
of the Board in the lletropolitan National Bank Building,

at 2.50 p.m. on Friday, November 9, 1917,

PRESENT:
Lr. Harding, presiding, KMr. Hamlin,
Mr. Warburg, dr. Allen, Assistant

Secretary.
dr, Williams,

Present also: lr. Lynch, Kr. Treman, ilr. Van
Zandt, Mr. Wold, Mr. Aiken, Mr. Miller, Mr. McCord, ilr.
Seay, lr. lcDougal, Mr. Rhoads.

lr. Aiken, for the Governors, reported the fol-
lowing action on topics suggested by the Board, - stamp
tax on 15 day notes, U. S. securities or commercial
paper, voted to take up with the Board the question of
exemption; committee of Governors will prepare and for-
ward a resolution.

Daily settlementé, - opinion of the Governors
that there should be no change at present, but it was re-
gquested that arrangements be made with the Treasury De-

partment, so far as practicable, to make transfers of Gov-




ernment funds from the Federal Reserve banks to the Kew York
Bank on Wednesday of each week, and further requesting that
the settlement day be changed from Thursday to Friday.

Service charges, - voted by the Governors that noth-
ing should be done at the present time, in view of the many
other activities of Federal Reserve banks.

Governor Harding stated that Secretary of the Treasury
McAdoo had expressed his regret at not being able to meetiwith

fhe Governors, and requested him to say the Secretary would be

glad to receive the Governors at his office at 4.30 p.m. today.

\ Governor Harding suggested that the banks should be i
looking forward to the question of the preparation of new Fed-
eral Reserve notes - that they should establish a maximum and
minimum supply, and that there should be discussion of the
plan now in force at the San Francisco Bank, of having Com-
mercial paper rediscounted by member banks endorsed by the
bank and held by the agent, and again endorsed by him to the
bank.

General discussion of discount rates having been sug-
gested, the following expression of views was made:
Deputy Governor Treman thought no change was neces-

sary at present, and expressed the view that money will grad-
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ually become tighter in New York. He anticipated re-
discounts of from 200,000,000 to $300,000,000 at the
New York Bank around the time of the second Liberty Loan
payment.

®or the purpose of making the discussion as brief
as poésible, Governor Harding suggested that each Govern-
or give a brief review of the immediate sitqation in his
district, a forecaste of the probable condition of his
bank on February 1, and a statement as to whether rates
should be increased.

Adopting this plan, Mr. Miller said that in Kan-
sas City the demand was now abnormally large, and he an-
ticipated that the peak of rediscounts would be reached
about December 15. He thought the rates at Kansas City
now a little high, except that for cattle loans. He did
not anticipate that the Kansas City Bank would ask re-
discounts of other Federal Reserve banks.

Mr. McCord said the peak of the loan in Atlanta
had probably been reached, and he anticipated relief
around the middle of December, with easier conditions

on February l. Ko assistance was likely to be asked by

0
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the Atlanta Bank from the other banks, and the increase in
rates recently made, will probably be suirficient.

Mr. Seay said very heavy subscriptions to the second
Liberty Loan had been made by the member banks in the Richmond
District, and he thought that the rates on loans secured by
Government bonds must be raised to encourage a clean-up of
these securities by the member banks. He anticipated heavy
and increasing demands, but did not think it likely that assist-
ance would be asked from other banks.

Mr. Lynch thought that the demands upon the San Fran-
cisco Bank would begin to decrease about December 15, although
they expected heavy rediscounts. -Conditions would be easy on
February 1, and he did not anticipate any need for assistance.

Mr. lMeDougal stated that the demand in the Chicago Dis-
trict was strong, that rediscounts were being made to 256 mem-

ber banks, including most of the large banks in Chicago and

" that the demand from banks in agricultural districts would prob-

ably increase. Easier conditions were anticipated around Feb-
raary 1. He thought the 3% rate should stand for perhaps three
weeks, and then be raised to 3%%, and that rates in all Federal
Reserve districts should be uniform. The Chicago bank will not

need assistance.



Mr. Aiken for the Boston District reported that
large city banks were rediscQunting very little, but said
that money would be very tight in New England from December
1 to January 1, and he anticipated that member banks would
be heavy borrowers during that period. Corporations in New
England bought bonds freely, anticipating that loans could
be had at 4%. Mr. Aiken said the Boston Bank would wish
to rediscount its paper with other banks, and he thought

it vital that liquidation of loans made to carry Govern-

ment bonds should be forced through an increase .in redis-
count rates. The rate should be such that banks will not \
have a profit on these loans.

Mr. Van Zandt said that ordinary loans in the Dal-
las District are not now at the maximum. Liguidation will
probably care for the demand to February 1. He did not an-
ticipate much change in the volume of loans until that
time, and the district will nbt require help.

lr. Rhoads reported for the Philadelphia District

that commercial loans had fallen of?f recently, but he an-

ticipated borrowings around lovember 15. His directors
thought the rate should be 4 after that date, and the

banks in the Philadelphia District expected such an increase. ‘
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Loney is not likely to be easier until after January l. Ko
help would be neeced in his district.

It was suggested by lir. Varburg that three things
should be considered in connection with rates: (1) Liguida-
tion; (2) The relationship between temporary borrowing and
Government financing; and (3) if for the sentimental effect
the 4% rate is not too low.

RPollowing kir. Rnoads' statement, ir. Warburg suggested
that the Philadelphia Bank should have a rate of 3% on accept-

ances, to which lr. Rhoads replied that the directors of the

Bank had considered such a rate, but had agreed that the 4%
rate was advisable.

Mr., Wold stated that the llinneapolis District was op-
erating under abnormal conditions, and, in reply to an inguiry,
that many farmers were still holding wheat. The condition of
' borrowing in his district was normally easy on January l. He
thought the 15 day rate should be increased to 337%,and that
there should be a fixed policy as to rates among the Federal
Reserve banks.

Mr. Fancher said that the directors of the Cleveland
Bank had increased their rate on Government securities and

h) for 90 day paper in September. The normal peak of their bor-
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rowing would be reached on December 15. He anticipated
calls for substantial advances to carry bonds purchased.
Corporations in his district had been investing their un-
divided profits in Government bonds, and would, therefore,
be borrowers at the banks.

Governor Harding thanked the Governors of the banks
for their attendance at the meeting, and for their generous
cooperation, und yielded the chair to iir. Warburg, who pre-
sided for the remainder of the meeting.

Mr. Warburg asked for an expression of opinion on
the part of the Governors as to whether State banks of small
capital should be admitted to the federal Reserve system
without the increase now made necessary by the Federal Re-
serve Act in their capital, to make it conform to the re-
quirements for national banks. On this question the Gov-
ernors in individual expression of their views, all voted
against any change in the law.

Mr. Williams asked if there had been discussion of
the condition of savings banks, particularly in New England,
and lr. Aiken said that the condition of these banks had
caused him much alarm, and that he thought some steps

should be taken to take care of them. Similar views were
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expressed by the other Governors.

‘0 Mr. Wold suggested the possibility of deposits by the
Secretary of the Treasury in national banks for loans to sav-
ings banks.

lir. Warburg, referring again to the question of rate
changes, said the Board would watch the devglopments,of Nov-
ember 15, when payment for bonds is to be made, and will prob-
ably communicate with Federal Reserve banks thereafter on this
sub ject.

At 4.20 p.m. the Conference adjourned, without date.
APPROVED:

Secretary.
Chairman.





