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At & speciel meeting of the KFederzl Reserve
Board held in the office of the Board on Saturday,

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

PRESENT :
Mr., Herding, presiding, ir. Warourg,
Mr. Hamlin, Mr. Miller,
Mr. Deleno, Mr. Willis, Secretary

Governor Harding read & telegrzm with refer-
ence to the question of a dividend at tne rederal Re-
serve Bank of Dallss, After informal consgideration,
the matter was lsid on the table until the meeting of
Monday, Decemper 10,

£ memorandum prepared by Iir. Warourg with re-
ference to current reserve proulems and the relief of
industrial enterprises, which had been made a special
order of the day's business, was read and discussed.
Governor Hsrding presented to the Board a resolution
suggested by the memorandum, and referring specifi-
cally to the so-called Calder Bill, now before Congress,
The resolution wss read snd discussed and, on motion,
moditications in form were introduced into itv.

On motion, it was voted that the Board adopt

the resolution, the Executive Commnittee to have power
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to modity the form of expressions employed in so far

TIERELS, The eder:l Heserve soard nas peen asked

|
informally for its opinion on & nroposed smendment to the
wederzl Keserve Act whicn would give the rederzl Keserve
.

[ Board power under certain conditions to permit tne redis-
count by Federzl Reserve banks Of notes naturing witvhin

3 - e re ~ ~a
ninety days secured by bonds Of Ce€

"

nd municipalities; by pbonds or obligations of tforeign

fx

governments, and of certain railroad and industrial cor-

porgtions; anc

WHEREAS, It is the duty of the rederal keserve

—
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X Bozrd to protect the rederal Keserve banks from new and

sdditional streins, especially as experience is already

’ o ~

showing that as the financing of tne.government proceeds,

the reserve nosition of tne rederal Heserve banks wl

-

B

gradually pe weakened; and

WHIREAS, The reserve strength of tne rederzcl Re-
’ -

serve pankxes measures the reserve strength of tne member

barks, and also determines the gold value of the rederal

ISNEG SU————_s

Heserve notes, thus making it important that the reserves

]
| of the rederzl Heserve system be protected against too

«

(5) rapid depletion if the nation's credit is to be maintained
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on a sound bpasis;
PHEREFOREZ BE I'l' RESOLVED, That in the opinion |
of the Board it would endanger the svability of tne red- |

eral neserve system to enact a law which will permit tne

esources of the rederal Heserve panks to pe made avail-

.
avle tror tne purposes set forth and in the manner out-
lined in tne proposed amendment.
WHEREAS, It is evident, nevertneless, that there
-

igs

is & weakness in our exisving tinancial machirery, in

that there is no agency for extending reliet to certeirn

tinencial institutions such £s savings panks, or to in-

dustrial enterprises engaged in operaticns essentizl to W”
the successful prosecution of tne wer and which, owing

to present market conditions, are unsble tvo place their

securities, and l

WHEREAS, In the judgment of tne Board the press-
ing needs of these bpanks and enterprises can best be re- ]
lieved by some tinencicl agency to be estaplished snd ﬁ

i
maintained by the government. l

42 EREFORE BE IT RESOLVED, Thet the rfederal ne-— {
serve Bo&rd recommends the organization of a corporsation
witn adegjuate capital, to be known a2s the War Emergency |

finance vorporation, to be owned entirely by the Govern- {ﬁ)
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ment of the United States and menaged by & board of

e ~ 3 3 v 243 - 2 4 - v 3 —
,ctors epnointed by the President, composed nrin

i cipally of reoresentatives of various depsrtments
snd of govermment boards; this corporstion to make

loans on approved security to savings banks &nd in-

1 iustrisl enternrises entitled to such accommodation,

g : so far as such relief cannot be obtained through ex-
istine finsncisl chennels, and

9 B4 IT FURTHEKR KESOLVED, As the sense of the
Pederal Reserve Board, that steps looking toward the
establishment of such & corporation would be especial-

the rallroads to wnich the Interstate Commerce Com-

mission in its recent report and recommendations to

the
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kind outlined above could sdequate

ciel requirements of the situstion.

|

The foregoing is & correct copy of resolutions
adonted by the Federal Reserve Board &t & meeting
held on December 8th, 1917.
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On motion, it wes voted that the Governor of
the Board be directed to transmit the resolution as
thus drafted to the President and the Secretury of the
Treasury.

Mr. Warburg's memorandum recurring for consid-
eration, it was, on motion, voted that the memorandum

pe laid on the table for today, but be made the specisl

order of business for the meetinz of Monday, December

i

0, and that all members be requested to put into writ-
ing for presentation st that time such criticisms or
suggestions as ghey might have to offsr.

Mr. Delano offered & memorendum vearing upon
the same general situstion, and recommending tne adop-
tion of & resolution witn reference to it as follows:

"I have n&d severzl visite from people con-
nected with public service corporations in New England
and in tne middle west asking that the Board take some

.
action in calling public attertion to tne importance
of tne conservation of funds, with & view to pﬁcning
&n efrective check upon States, municipzlities and
public service commissions in the mevter of requir-
ing the expenditure of moneys chnargeable to canital

account, for public improvements.

|




RS-

I FTne reason for putting some osrt of restric-
! tion on this metter is sutriclently obvicus, but tne
question is, how pest to epproach tne subject. 1
the President were willing to meke a proclamation,

that undoubtedly would be tne most eftective. DPernaos,

nowever, ne might not cere to do so and we mignt urge
tnet the Secretsry of the Tressury do so; or we mignt
ourselves do so, &8 a Board.

v . 1f tne latter course is taken 1 would suggest

the preparation of & caretully worded resolution wnicn

would point out the necessity of conservation of funds

I - -
\(J for tne needs of tne uovernment, &nd call upon all loyal
; Az pE T R v ; R )
l citizens, individually snd collectively, to heed thne
i warning; tnen to point out in a concrete way just wnetv
|

we neve in mind:

* First: Pnat States and municipslities snall not .

1 empark on new work wnicn envolves tne
expenditure ot new capital unless such

' new work is absolutely necessary to

1 public safety;

l Second: 7o ask that 2tates and cities, or tneir

l representatives, shall not c&ll upon

h

nublic service corporations to mske ex-
tenvions, additions or improvements whicn
are not absolutely necessary to puplic
safety, for the same reasons;

1 Third: Call upon all corporations other tnen

(?) public service corporations, and upon

} individuels snd co-psrtnerships to de-
for £11 ouilding operations, extemsions,
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improvements &and betterments which are
not actual ly needed, even though t hey

mey nave the funds in nand to justity

tnem;

4

rourtvn: Jall upon vanks, bankers &nd investment
houses to co-operate in seeing thnat
this idea is carried out.

As corollary to the above it might be
said that the Board should proceed in
prepering a concrete plan which would

provide funds tor public xervice zor-
porations o' for States or rmnicipeli-
ties for necessary improvements. “This,
1 tnink, is entirely true, but 1 believe
it should be deterred and mede the sub- : 1
Ject of & separate delivernace. ‘

—

After discussion it wes, on motion, voted that

lir. Deleno pbe rec
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empodying the ideas of his memorandum in concrete torm,
the same to be presented to the Hoard 2t its meeting on

Mondey, December 1U,

On motion, at 11:30 A. lM. tne Boerd adjourned to

. |
i

meet on lMonday, December 10, &t eleven A. M. 1
APPROVED: |

£ Secretary. |

Cheirmar
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