At an informasl meeting of the Federal Reserve
Board nheld in the office of the Governor on Saturday,

May 18th, 1918, at 11:00 A. M., for the purpose of

hezring claims of Birmingham, Alapama, Jacksonville,: [
Fla., and Nashville, Tenn., for a branch bank of.the

Federal Reserve Bank of Atlanta:

PRESENT:
Mr. Harding, presiding, Mr. Miller,
Mr. Warburg, Ur. Williams, L
Mr. Delano, Mr. Adelson, Assistant

Secretary.
Mr. Hamlin,

Present also: Representing Birmingheam, Ur.
Oscar Wwells, President, First National Bank, Mr. J.
H. Brye, President, Traders National Bank, Lr. W. H.

Manley, President, Birminghami Clearing House Associa-

)

tion, Mr, J. K. Jackson, Vice-President, imerican
Trust & Savings Bank.

Lepresenting Jacksonville, - kMr. Giles L. Wilson,
Vice-President, Florida National Bank.

Representing Nashville, Tenn., - M¥r. J. T. Howell,

President, Cumberland Valley National Bank, lir. T. 3,

S

w¥abb, Vice-President, Fourth & first National Bank.

(&)

r. T« G. Garrett, Mngr., Nashville Clearing Hous
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Representing the Board of Directors of the

Federal Reserve Bank of Atla nva; lir. M. B. Wellborn,

Mr. W. H. Ketuvig, Mr. J. A. McOrary, Mr. P. H. Kittles,

lr. H. ¥, kandolph, Counsel.,

By way or opening the hearing, pr. Harding
stated that the neering would nave & very important
bearing upon the policy of une Board in establish-
ing branches; thatv thé applications received trom
the three cities represented at this hearing appear-
ed to have many meritoricus points, but that there
are general -certain policies to be considered in
tne establishment of branches. that it is impossible
to give every community what they wish in tnis mat-
ter because a multiplicity of branches would tend
t0 weaken the administration of the parent bank.
That thne Chairman of the Board of Directors of the
Federal Reserve Bank of Atlants together nin£ such
members ot vhe Board who cared to come, had been
asked to be present at this hearing so that they
might discuss the case from the standpoint ot the
Federal Reserve Bank of atlanta as -representing the

dissrict as & wnole. That due consideration would

be given to wnav Lr. Wellborn nad to sa&y on behalf
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of his own Board, and tnat one representative from
each ot vhe applicant cities would be asked to make
a concise statement regarding the claims ot his own
locality.

Mr. Wellborn stated; - That his Board had
held several meetings regarding the establisnment
of branches and had been thinking tne matter over
for severzl months; that it was the pretty general
opinion of his 3oard, nearly all agreeing, that they
did not see the necessity of any branch banks being
estaplished atv the present time, and had recently
passed & resolution to that e:recu;;nnan he did not
think it would increase the efficiency of tneir ser-
vice shroughout the wuole district; especially in
nandling rediscounts and shipment of currency to
member banks; tnat they recognized it is intended
by law that banks shall be established so that cér—
tain cities mignt be able to handle business to
petter advantage through the Federal Reserve Bank,
and mignt be intluential in getting state banks to
enter une system. That vranch banks are very expen-—
sive, and wvhile tney could well artord to pay for

tnem at present, it was likely they would have some
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slack years like 1915 and 1916.

In reply to a series of questions by lr.
Harding, ﬁr. Welloorn staved, - that tThe present
income of his bank was apout $100,000 per month.
Reserve, about 747%; gold reserve $34,000,000; paper
pledged with the Federal Reserve agent, $25,000,000.
Mr. Harding inquired as to the sentiment of the
Atlanwva Board regxarding tne estaplisnment of & branch
in Yew Orleans. lr. wWellborn stated; -~ That vhey
were somewhat divided, but felt tne law at wnat time
was mandatory. e relt tnat as New Orleans was urging
for the establishment of a branch, and as it was the
largest civy in the district, it was entitled to iv.
Ur. VYellborn stated that there were four member banks
in New Orleans, at the time the branch was established
and that =t present there were eight;:that the New
Orleans Bank was fully self sustaining. That iv nad
justified its existence, and that they would not be
willing vo contemplate closing the Branch; vhat tne
operations of the New Orlesns Bank did not conflict
in any way with the Atlanta Bank; - tnat the cost Or
operation has been gpout 330,000 per annum, and that

it would probably run to §42,000 this yesr. That the



(]

earnings for the last six monvhs cover 405 of the
vneoretical capival,

Mr. Harding theh stated that he did not
know thav there was any advantage in being hear
rir§b or last, but in order to be absolutely fair,
tne cicvies would be heard in the order that tneir

names were drawn. The names were drawn by lr.

wellborn in the following order:

p—

Jacksonville, Florida.
Kashville, Tennessea.
Birmingnem, Alabama.

Mr. Giles Wilson presented the case of the )

2

Civy of Jacksonville. In reply toc a series or
questions, he stated; - that Jacksonville was the
gateway to Florida, that the entire state of Florida
should pbe allotved to Jacksonville, ir a branch wes
established; that the Florida banks are not as active
borrowers &s banks in adjacent states but that tne
establisnment of a Brancn in Jacksonville would stim-
ulate business and encourage banks Lo engege in more
intimate relations with the Federal Reserve System.

Thauv Jacksonville is a general clearing point for

jtave Banks; vhat frequent transfers are made for ac-

count of inverior banks; that all poinuvs in tne suate
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ot Florida could be reached within twenty-four hours

by mail from Jacksonville. That the heaviest calls

for currency are during the winter tourlst season

(December, January, February and Murch). Payments

over the counter by Jacksonville banks, @nd shipments ;
to country banks fbr the tﬁree national banks in Jack-

sonville are about (39,000,000 ror vhe period, October

vo lay. Rates of exchange vary from 50¢ to $2.50 per

1 tnousand. Thet there are about 56 navional banks in

Florida, and about 250 state banks, that at present

;W0 stete banks are members of the system., That a

3 branch in Jacksonville would probably result in a
dozen more coming in. (Mr. Wellborn sfated that there
are about 69 state banks in Florida that are eligible
for admission). That & bank with discount powers was
contemplated. Mr. Hsrding then cutlined briefly the
plan of operation of the Baltimore, Pittsburgh and
Cinecinnati Branches. Mr. Wilson stated that he did not
regerd the discount privilege as essential, that a bunk
along the lines of the Baltimore, Pittsburgh and Cin-
cinnati Banks would be satisfactory. That the Jackson-—
ville banks paid 2 to 3% on bank deposits; 3% being paid

{ on more or less dormant accounts. Lr, Harding tnen
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called attention to the fact that these rates of
interest add to the cost of money, and are not nelp-
ful from & national standpoint at this time. HMr.
Wilson stated that they would be delighted with hav-
ing an opportunity of lowering the rates; that the
6% rate wus maintained in order to keep business
which would otherwise be attractcd to other citiese.
That the establishment of & branch in Jacksonville |
would add to the prestige or tnat city as a banking L
center. Llr. Harding then asked Mr. Wellborn the

rate or interest paid by Atlanta barks on bank deposits,

)

to which ¥r. Wellborn replied, 3%. kir. Harding as

1~
e

ed if the atlanta banks had this question put to them

from & patriotic standpoint, as to the effect of these
high rates on the tinancial condivion of the country, f
might they be induced to lower their rates. lr. Well-

born replied that if Mar Harding would go there as he

did to Few York, then they would reduce the rate, and

that he would have the backing or five banks. LMr.

Harding stated, "I wish you would say to those banks
that this matter was discussed while you were here,

and the Board feels very strongly that they ought to

minimize their interest rates." Mr. Wilson stated 14’
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that suitsble guarters could be found. Lr. Harding
stated the proposition had been made oy cities ap-
plying ror brancnes, vhat the local banks would guar-

od or one ysesar,

e

antee expense of operation ror a per
ut that he felt sate in saying tne Board did not
propose to approve such & plan. Lr. Wilson stated
that the population of Florida was about 40ﬂ colored,
and 60% white; thav the white population is divided

$ into a fair percentage of nervous peonle. Lr. vell-
born then called lr. wilson's attention to the tact

that his bank was paying 4% on benk balances in samme

i

\ cases, to which Mr. Wilson replied that such rate

was paid only on a dormant accountv. 1lr. Wilson stuted
that Jacksonville banks would be willing to take some

general action witn the banks in Birmingham, Nashville,

e

and Savannah, looking to a unitrorm adjustment of inter-
est rates. Mr. Wilson was then excused.

Kr. Howell, representing Nashville, Tenn.,
stated that, - The first consideration of the banks in
Nashville, was wnevher their motive in applying for a
branch was a patriotvic one, and that if a branch bank
at Nashville could not be operated ror the beneriv and

welrare or the System, they did not want it. In re-

b

|
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sponse to & series of cuestions, Mr. Howell stated
that the population ot Nashville was apbous 125,000;

that he regarded nis city as being & banking center

b

for Southern Kentucky, Southern Alabama, and all of

Northern Georgla. Lr. Harding then called attention
to the fact thet Southern Kentucky, West Tennessee,

and Nérthern Mississippi, are in the St. Louis Dis-

trict. lr. Howell continuing, stated, that banks

in Fashville would be willing to make an agreement }
to hold interest rates down, and would be more than

willing to do so if they could get influence from

o

the Comptroller's office to bear upon certain banks;
that the rate paid now is 3%. That a branch in Nash-
ville would make itAeasier for the Nashville banks

‘to urge eligible state banks to come into the system,
Mr. Howell stated that & bank operated on the same

plan as the Baltimore, Cincinnati and Pittsburgh Banks,
would- be satisfactory. That their payrolls. and currency
shipments (including money paid over the counter) for
the last 7 months, amounted to over $25,000; that for 9
months in the year currency. is in demand. For the re-
maining three months exchange is in demand. That Atlanta ;

was Nashville's main source of currency supply. Mr. 3
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Howell further stated that Nashville is & great
educational center and that the foreign population
is small. The distances between certain points and
Nashville were then discussed as well as the bank-
ing relstions between Louisville and Nashville, and
Lemphis and Nashville. Lir. Howell stated that suilt-
able space witn excellent vaults in the building for-
merly occupied by the american National Bank, could
be obtained. Mr. Howell called attention to the
powder plant being built near Nashville in connection
with which the present payroll is about $500,000 weekly.
That the business of Nashville would not be affected
by the establishment of & branch at lemphis.

Mr. Oscar wells, representing Birminghanm,
Alabama, stated that the Birmingham application for
& branch bank was based on the assumption that the
time had come when, in the interest of the develop-
ment of the System, perhaps it was wise to grant such
applications and establish more branches, and that &
branch at Birmingham, with the branch at KNew Orleans, {
would fairly well cover the volume of business of the
5ixth District. That by time and railway schedule,

Bimingham is closer to Nashville than Atlanta is.



In response to a series of guestions, lir. Wells stated

that the Birmingham banks agree with the Board's views

as to a 25 rate; that the demand upon the Birminghsm

Banks for currency, is :seasonal only to the extent
that they enter invo the handling of cotton and that
other reguirements for payrolls are about the same the
year round. That the average monthly payroll in the
Birmingham District is scmething over $2,000,000, and
that there are a good many foreigners in the coal and

ore mines anid industrial plants. That there are two

state bank members at Birmingham, and the existence b}
of a branch in Birmingham would serve as an excellent |
example to other state banks, and be the means ot
drawing other banks into the system.  The population
of Birmingham is about 200,000, That they would be
glad to have a bark with the fullest powers, -but th
they would defer to the judgment of the Board. That
satisfactory quarters with excellent vault facilities
could be obtained. The distances between Birmingham
i and Atlanta, and Birmingham and Fashville were then |
discussed. lr. Wells stated that currency requested

by telegram from Atlanta edrly in the morning could

not be received the same day, that it was in over-
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nigpht proposition. In response te the questvion,
wnether a branch at Birmingham would stimulate busi-
ness and interest in the Federal Reserve System, lir.
wells stated that his answer would be based 1urgel?
upon the experience in New Orleansy that that branch
made an excellent record after it.once started. Ilir.
Harding then asked ilr. Wellborn as to whether banks
in New Orleans, Yashville 2nd Birmingham used the
discount facilities of the Reserve Bank. Lr. Well-
porn replied that the banks in Few Orleans and Nash-
ville did, but thauv the banks in Birmingham did so
very seldom. 1lr. Wells stated that his bank had had
no occasion to discount in recent ysears.

.

The hearing then adjourned at 1:15 P. M.

APPROVED:

Chairman

c¢?3C14??»3:>E:i:) Acting Secretary
/





