
At a special meeting of the Federal Reserve

Board held in the office of the Board on Saturday,

December 8, at 10:15 A. M.,

PRESEYT:

Mr. Harding, presiding, Mr. Varourg,

Mr. Hamlin, Er. Miller,

Mr. Delano, Mr. aillis, Secretary

Governor Harding read a telegram with refer-

ence to tile auestion of a dividend at tne rederal

serve Ban of Dallas. After informal consideration,

the matter was laid on the table until the meeting of

Monday, Deco:111)er 10.

A memorandum prepared oy Mr. Warburg with re-

ference to current reserve proldems and the relief of

industrial enterprises, which had been made a special

order of the day's business, was read and discussed.

Governor Harding presented to trio Boped a resolution

suggested oy the memorandum, and referring specifi-

cally to the so-called Calder Bill, now before Congress.

The resolution was read and discussed and, on motion,

modifications in form were introduced into it.

On motion, it was voted that the Board adopt

the resolution, the Executive Committee to nave power
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to modify trio form or epressions emoloyed in o far

as necessary.

VERI;LC, The esedelel Rese*.ve Board nas been asked

informally for its opinion on a proposed amendment to tno

Federal Reserve Act whien give the feder.- Reserve

Board power under certain conditions to permit trio redis-

count by Federal Reserve banks of notes maturing 'aitnin

ninety days secured b7 ponds or zertaie states, counties,

and municipalities; by bonds or obligations of foreign

governments, and of certain raiiroad and industrial cor-

poratiens; and

WHERA3, It is the dut:i of trio rederad Rece.ve

hoard to :)rotect the federal Reserve banks rrom nea and

additional strains, especially ns experience is already

showing that as the financing of tne government proceeds,

trio reserve nosition of the Fedeml Reserve banks will

graalally be weakened; and

WHT,RES, The reserve strength of tne Federal Re-

serve banks measures the reserve strength of the member

banks, and also determines the gold velue of the federal

Eeserve rotes, thus making it important that the reserves

of the Federal Reserve system be protected against too

raoie deoletioe if the nation's credit is to be mnintained
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on a sound Dasis;

THEHEYORE BE IT RESOLVED, That in the opinion

of the hoard it would endanger tne stability of tne fed-

eral geserve system to enact a law which will pennit tne

resources of the federal geserve banks to ee made avail-

aule for the purposes set forth and in the manner out-

lined in tne proposed amendment.

7HER&S, It is evident, nevertneless, that tnere

is a weakness in our existing financial macninery, in

that there is no agency for extending relief to certain

financial institutions such cs savings banks, or to in-

dustrial enterprises engaged in operaticas essential to

the successful prosecution of tne war and which, owing

to present market conditions, are unable to place their

securities, and

WMEREAS, In the judgment of tne Board the 9ress-

ing needs or znese banks and enterpriFes cr,r best be re-

lieved Dy some financial agency to be established and

maintained by the government.

riEREfegE BE IT R2SOLVED, That the federal ge-

serve board recommends the organizatio of a corporation

witn adeivate . capital, to be known as the Jar Emergency

fimnoe uorporation, to be owned entirely by the Govern-
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mert of the United States and managed by a board of

directors spnointed by the President, comnosed prin-

cipally of representatives of various depr.rtments

ad of government boards; this corooration to make

loans on :prove. security to savings banks and in-

dustrial enternrises entitled to such accommodation,

so far as such relief cannot be obtained throu,sh ex-

isting financial channels, and

BE IT Ft:ET-FILL :RESOLVED, As the sense of the

Federal Leserve Board, that stens looking toward the

establishmnt of such a corporation would b3 es3ecial-

ly timely at this moment in view of the situation of

the railroads to which the Interstate Co1Terce Com-

mission in its recent report and reco=erdations to

Congress has called attention; it being the view of

the Board that the creation of a corporation of the

kind outlined abo.:e could adequately meet the finan-

cial requirements of the situation.

The foregoinc-, is a correct copy of resolutions

adontcd the Federal eserve Board at a meeting

held or December tith, 1917.

Secretary
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On motion, it was voted that the Governor of

the Board be directe.i to transmit the resolution as

thus drafted to the President and the Eecretaxy of the

Treasury.

Mr. Warburg's memorandum recurring for consid-

eration, it was, on motion, voted that the memorandum

be laid on the table for today, but be made the special

order or business for the meetin of Monday, December

10, and that all members be requested to put into writ-

ing for presentation at that time such criticisms or

sugcestions as they might nave to off;r.

Ur. Delano offered a memorandum bearing upon

- the same general situation, and recoTmJndin,g tne adop-

tion of a resolution titn reference to it as follows:

"I nave nad severL1 visits fro,n people con-

nected .:ith public service corporations in rew England

and in tne middle west asking that the Board take some

action in calling public attention to tne importance

or tne conservation of funds, with a view to 7uuting

sr effective check upon States, municipalities and

public service commissions in the matter of requir-

ing tne expenditure of moneys cnargeable to ca?ital

account, for public improvements.
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Tne reason for puLting some osrt of restric-

tion on this matter is sufficiently obvious, out tne

question is, now pest to approach tne subject. If

Trio President were willing to make a proclamation,

taint undoubtedly would be tne most effective. Pernnoc,

nowever, no mignt not care to do so and we mignt urge

tnat the Secretary of tne Treasury do so; or we mil:nt

ourselves do so, as a board.

If tne latter course is Laken I would suggest

tne preparation of a carefully worded resolAtion wnicn

would point out the necessity of conservation of funds

for tne needs of tne uovornment, and call upon all loyal

citizens, individually and collectively, to heed tne

warning; tnen to point out in a concrete way just mitt

we nave in mind:

Tnat States and municipalities snail not

embark on new work wnicn envolves trio

expenditure of new capital unless ULICA

new work is absolutely necessary to

public safety;

Second: To ask -mat States and cities, or tneir

representatives, shall not call upon

public service corporations to mske ex-

tentions, additions or improvements wfticn

are not absolutely necessary to publiu .

safety, for tne same reasons;

Third: Call upon all corporations other tnan

public service corporations, and upon

individuals snd co-partnerships to de-

fer all buildin.;.; operations, extensions,

•

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



improvements ard betterments talon are
not actually needed, even though they
may nave tne funds in nand to justify
them;

FourDn: Call upon banks, bankers and investment
houses to 'co-operate in seeing that
tnis idea is carried out.

As corollary to the above it might De
said tnat the Board snould proceed in
preparing a concrete plan wnich would
provide funds for public xervice cor-
poratiol:s To for States or municipali-
ties for necessary improvements'. This,
1 tnink, is entirely true, but 1'believe
it should DO' deferred and made the suo-
ject of a separate delivernace.

After discussion it was, on motion, voted that

Ur. Delano be requested to prepare a draft of a plIm

amoodying the idea of his memorandum in concrete form,

the same to be prose ted to tae ioard at its meeting on

Monday, December lu,

On motion, at 11:30 A. M. tne board adjourned to

meet on 14onday, December 10, at eleven A. M.

AP2ROVED:

CnaI rm n
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