At o meeting of the Executive Committee of the Fed-
eral Reserve Board held in the office of the Board on Thursday,
December 11, 1919, at 11 A.ll.,

PRESENT: The Governor
Mr. Miller
Er. Williams
Ur. Chapman, Secretary.

Business was presented and disposed of as follows;

Letter dated December 1lUth from Frank . Killingsworth,
llessenger on the Board's staff, submitting his resignation to

become effective at the pleasure of the Board.

7oted to accept, effective at close of
business December 11, 1919.

ek The Governor read a letter addressed to him under
date of December 10, 1919, by Assistant Secretary of the
Treasury Leffingwell, containing a statement as to the status
of the Treasury's financial operations, and advising that he
did not wish the views cxzpressed in his letter of November
29th addressed to the Board to stand in the way of any action
which the Federal Reserve Board might now desire to take.
The Governor stated that he had addressed to all Federal Ge-
serve banks under date of December 1Uth, telegrams as follows:
Strong - New York.
Board believes that in order to discourage specu-
lation and check loan expansion, it is necessary to
ﬁ“ use discriminating judgment in making discounts and

advancements &s provided in Section Four, and to have
member banks understand that resources of system are
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not unlimited. Board realizes, however, that ad-
vances in rates constitute an important element in
making member banks and their customers understand
need of such discrimination and limitation. Treasury
position at present is sufficiently favorable as to
warrant abolition of preferential rates in favor of
paper secured by Liberty bonds and Victory notes.
laintenance of four and one-half percent rate on
Treasury certificates seems necessary to insure suc-
cess of future certificate issues, but maintenance
of this rate involves no great danger of expansion
as that rate affords no profit to banks carrying cer-
tificates but on the contrary offers inducement to
distribute certificates among taxpayers and other
private investors. Treasury does not ask continuance
of four and one-quarter percent rate on four and one-
quarter percent certificates. In bringing these facts
to your attention Board desires to say that if con-
ditions in your district are such as to render de-
% sirable four and one-half percent rate on all cer-
tificates and abolition of the one-quarter percent
differential in favor of rediscounts end advances se-
cured by Liberty bonds and Victory notes, 3Board is
prepared to approve such changes.

lforss - Boston.
Passmore - Philadelphia.
Wellborn - Atlanta.
Miller - Kansas City.
lIeDougal - Chicago.

Board believes that in order to discourage specu-
lation and check loan expansion it is necessary to use
discriminating judgment in making discounts and advance-
ments as provided in Section Four, and to have member
banks understand that resources of system are not un-
limited. Board realizes, however, that advences in
rates constitute an important element in making member
banks and their customers understand need of such dis-
crimination and limitation. Treasury position at present
is sufficiently favorable as to warrant abolition of
i‘ preferential rates in favor of paper secured by Liberty
A bonds and Victory notes. laintenance of four and one-
half percent rate on Treasury certificates seems necessary
to insure success of future certificate issues, but
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maintenance of this rate involves no great danger of
expansion @s that rate affords no profit to banks
carrying certificates but on the contrary offers Induce-
ment to distribute certificates among taxpayers and
other investors. Treasury does not ask continuance

of four and one-quarter percent rate on four and one-
quarter percent certificates. In bringing these facts
to your attention Board desires to say that if con-
ditions in your district are such as to render desirable
four and one-half percent rate on all gcertificates, and
abolition of the one-quarter percent differenticl in
favor of rediscounts and advances secured by Liberty
bonds and Victory notes, Board is prepared to approve
such changes.

Fancher - Cleveland.

Board believes that in order to discourage specu-
b lation and check loun expansion it is necessary to use
discriminating judgment in making discounts and advance-
ments as provided in Section 4, and to have member banks
understand that resources of system are not unlimited.
Board realizes, however, that advances in rates constitute
an important element in meiking member banks and their
customers understand need of such discrimination and 1limi-
tation. Treasury position at present is sufficiently
favorable as to wurrant abolition of preferential rates
in favor of paper secured by Liberty bonds and Victory g
notes. Naintenance of four and cne-half percent rate on
Treasury certificates seems necessary to insure success
of future certificate issues, but maintenance of this rate
involves no great danger of expansion as that rate affords
no profit to banks carrying certificates but on the con-
trary offers inducements to distribute certificates among
taxpayers and other private investors. Treasury does not
ask continuance of four and one-cuarter percent rate on
four and one-quarter percent certificates. In bringing these
facts to your attention Board desires to say that if con-
ditions in your district are such as to render desirable
four and one-half percent rate on all certificate paper,
Board is prepared to approve such change. In making your
recommendation you should consider effect of any proposed
P changes on market price of Liverty bonds and Victory notes.
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Seay - Richmond.

Board belicves that in order to discourage specula-
tion and check loan expansion it is necessary to use dis-
criminating judgment in making discounts and advancements
as provided in Section Four, and to have member banks
understand that resources of system are not unlimited.
Board realizes, however, that advances in rates constitute
an important element in meking member banks and their cus-
tomers understand need of such discrimination and limitation.
Treasury position at present is sufficiently favorable as
teo warrant abolition of preferential rates in favor of psper
secured by Liberty bonds and Victory notes. Laintenence
of four &nd one-half percent rate on Treasury certificates
seoms necessary to insure success of future certificate iIs-
sues, but meintenance of this rate involves no great danger
of expansion as that rate affords no profit to banks carry-
ing certificates, but on the contrary offers inducement to
; distribute certificates among taxpayers and other private
" investors. Treasury does not ask continuance of four and
‘ one-quarter percent rate on four and one-querter percent
certificates. In bringing these facts to your attention
Board desires to say that if conditions in your district
are such as to render desirable four and one-half percent
rate on all certificates and gbolition of the one-quarter
percent differential in favor of rediscounts and advances
secured by Liberty bonds and Victory notes, Board is pre-
pared to approve such changes. Board calls attention to
the fact that you have still maintained four and one-half
percent rate on member banks fifteen day collateral notes
secured by eligible commercial paper as sgainst four and
three quarters percent rate for all other maturities. This
difference in favor of fifteen day paper has led to abuses
in other districts and should you recommend discontinuance
Board would approve.

)

Biggs - St. Louis.

Board believes that in order to discourage speculation
ané check lozn expansion it is necessary to use discriminating
, judgment in making discounts and advancements &s provided in
q)‘ Section Four, and to have member banks understand that re-

h sources of system sre not unlimited. Board realizes, however,
that advances in rates constitute an important element in mak-
ing member banks and their customers understand need of such
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discrimination and limitation. ‘reasury position at
present is sufficiently favorable as to warran abolition
of preferential rates in favor of psper secured by Lib-
erty bonds and Victory notes. Ilaintenance of four and
oneg-half percent rate on Treasury certificates scems
necessary to insure success of future certificate issues,
but maintenance of this rate involves no great danger of
expansion as that rate affords not profit to banks carry-
ing certificates but on the contrary offers inducement to
distribute certificutes among taxpayers and other private
investors. Treasury does not a&sk continuance of four &and
one-gquarter percert rate on four and one-gquarter percent certi-
ficates. In bringing these facts to your attention, Board
desires to say that if conditions in your district are such
as to render desirable four and one-half percent rate on
all certificates and abolition of the one-quarter percent
differential in favor of roediscounts and advances secured
by Liberty bonds and Victory notes, Board is prepared to
approve such changes. Board calls attention to the fact
that you still maintain four and one-half percent rate on
fifteen day member bank collateral notes and on fifteen day
rediscounts of eligible commercial paper against four and
three quarters percent rate for all other maturities. This
difference in favor of fifteen day paper has led to sbuses
in other districts, and should you recommend discontinuance
Board would approve.

Young - linneapolis.

Board believes that in order to discourage speculation
and check loan expansion it is necessary to use discriminating
judgment in making discounts and advancements as provided in
Section Four, and to have member banks understand that re-
sources of system are not unlimited. Board realizes, how- -
ever, that advances in rates constitute an important element
in making member banks and their customers understand need
of such discrimination and limitation. Treasury position
at present is sufficiently favorable as to warrant abolition
of preferential rates in favor of paper secured by Liberty
bonds and Victory notes. llaintenance of four and one-half
percent rate on Treasury certificates scems necessary to in-
sure success of future certificate issues, but maintensnce
of this rate involves no great danger of sxpansion &s that
rate affords no profit to banks carrying certificates but on
the contrary offers inducement to distribute certificates
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among taxpayers and other private investors. Treasury does

not ask continuance of four and one-quarter percent rate on
four and one-quarter percent certificates. In bringing these
facts to your attention Board desires to say that if con-
ditions in your district are such as to render desirable

four and one-half percemt rate on &ll certificates and abo-
lition of the one-querter percent differential in favor of
rediscounts and advances secured by Liberty bonds and Victory
notes, Board 1s prepared to approve such changes. Board

calls attention to fact that you still maintain four and one-
half percent rate on member banks fifteen day notes and fifteen
day rediscounts secured by eligible commercial paper as &sgainst
four and three quarters and five percent rate for all other
maturities. This difference in favor of fifteen day paper hus 1
led to abuses in other districts and should you see fit to
recommend discontinuance Bosrd would approve.

VanZandt - Dallas.

=

Board believes that in order to discoursge spsculation
and check loan expansion it is necessary to use discriminating
judgment in making discounts and advancements as provided in
Section Four, and to have member banks understand that re-
sources of system are not unlimited. Board realizes, how-
ever, that advances in rates constitute an important element
in making member banks and their customers understand need
of such discrimination and limitation. Treasury position at
present is sufficiently favorable as to warrant abolition
of preferential rates in favor of paper secured by Liberty
bonds and Victory notes. lieintensnce of four and one-half
percent rate on Treasury certificates seems nccessary to in-
sure success of future certificate issues, but maintenance
of this rate involves no great danger of expansion as that
rate affords no profit to banks carrying certificates but
on the contrary offers inducement to distribute certificates
among taxpayers and other private investors. Treasury does
not ask continuance of four and one-guarter percent rate
on four and one quarter percent certificates. In bringing
these facts to your attention Board desires to say that if
conditions in your district are such as to render desirable
four and one-half percent rate on all certificates and abo-
lition of tho ome-half percent differentizl in favor of re-
discounts and advances secured by Liberty bonds and Victory
notes, Board is prepared to approve such changes.

&
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Calkins - San rrancisco.

Board believes that in order to discourage specu-
lation and check loan expansion it is necessary to use
discriminating judgment in making discounts and advance-
ments as provided in Section Four, and to have member
banks understand that resources of system arc not un-
limited. Board realizes, however, thut advances in rates
constitute an importent element in meking member banks
and their customers understand need of such discrimina-
tion and limitation. Treasury position at present is
sufficiently favorable as to warrant abolition of pre-
ferential rates in favor of paper secured by Liberty
bonds and Victory notes. lMaintenance of four and one- |
half percent rate on Treasury certificates seemS neces-
sary to insure success of future certificate issues,
but maintenance of this rate involves no great danger
of expansion as that rate affords no profit to banks
carrying certificates but on the contrary offers induce-
ment to distribute certificates among taxpayers and other
private investors. Treasury does not ask continuance of
four and one-quarter percent rate on four and one-quarter
percent certificates. Board brings these facts to your
attention and if condition in your distriet render de-
sirable four and one-half percent rate on all certificates
and discontinuance of the one-quarter percent differential
in favor of rediscounts and advances secured by Libertiy
bonds and Victory notes, Board is prepared to approve
changes. Board calls attention to fact that you still
maintain four and one-half percent rate on fifteen day
member banks collateral notes and fifteen-day rediscounts
secured by eligible commercial paper as against five per-
cent rate for all other maturities. This difference in
favor of fifteen day paper has led to abuses in other
districts, and should you see fit to recommend discon-
tinuance, Board would approve. In making your recommen-
dation you should consider effect of any proposed changes
on market price of Liberty bonds and Victory notes.

melegram dated December 11lth from the Federal Re-
serve Bank of New York in response to the Board's telegram
of December 1l0th, recommending approval of the following

rates, effective at the pleasure cof the Bank:




(0 1

Advences not exceeding 15 days to member
banks on their promissory notes secured by cer-
: : » 2 b - > eid
tificates of IndebtednessS.ceccicsessesccscacenee 4-1/28

Same, secured by Liberty bonds, Victory
notes and customers notes secured by either
N = o ~ A
Liberty bonds or Victory notes..ccecssscessceses 4=3/4%

o 3 e oo a
Same, seccured by eligible commercial psper. 4 3/48

Hotes, drafts and bills of exchange having

maturity at time of rediscount of not more than

90 days including rediscounts, for periods not

exceeding 15 days, of eligible paper having ma- R

turity at time of rediscount of more than 15 days 4=3/4% : i
Yotes, drafts and bills of exchange having

maturity not in excess of 90 days secured by N

Liberty bonds or Victory notesec.ceceeecscenscces 4-3/4%;

b Trade acceptences and bankers' acceptances
ﬂ having maturity at time of rediscount of not -
more thar 90 Ga¥S.cecessosiccncsarassssnssncssss 4-1/2"
Agricultural peper having maturity at time
of rediscount of more then 90 days but not more
5%

NN B T M OT D418 e 6 slarers oie olasvinte ¢ leinie era v atanra s win i 0y
Approved.
Pglegram dated December 11lth from the Federal Reserve
Bank of Richmond in response to the Board's telegranm of De-
cember 10th, recommending approval of the following rates,
effective December 1l&5th:
Member banks collateral notes and customers

notes secured only by U.S.Treasury certificates,
onG t0 90 daYBeisesiprsoneinossesrasvrssbesvecss

4-1/2%
Lember banks collateral notes and customers

b notes secured by Liberty bonds or Victory notes, ;

‘ one tO 90 days,.................-.---.-.-.-..... 4_3/4;3
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Uember banks collateral notes and customers
notes secured by war Finance Corporation bonds, one
ot 5_5/4/3

10 90 QEYBescvecvesnosvansnrrissvosnsociosscencas

lMember banks collateral notes secured by
| e Ja?
eligible paper, one to 15 daysSesscecececccccnnraces 4-3/4%

Trade acceptances, one to 90 daySeeceececccacns 4-1/25
Commercial paper one to 90 dayS.ececcsecceccsee 4-3/4%

Agricultural or livestock paper, one to 90
e 4—3/‘4;’_;

QBY8eestcsvasdastesassvosassssnsiossnosanesas

91 days t0 six mONthS.ieeeieereannucaronenrenns 5%

Approved.

(4t this point Mr. Harrison jolned the meeting)

Mr. Harrison read to the Board, draft of letter pre-
pared by him under date of December 1llth for signature by the
Governor, addressed to the Scandinavien-American 3Bank of
Seattle, Washington, cancelling the membership of that in-
stitution in the Federal Reserve Bank of San Francisco.

Voted to upprove the letter as sub-
mitted.

Voted further, that the Governor tele-
graph lr. Perrin, advising of the forwarding
of the letter to be delivered to the member
bank, unleas new facts or circumstznces de-
velop at the conference to be held with repre-
sentatives of the member bank on December 14th
which should appear to 1r. Perrin to justify
an extension of the period for cencellation
of membership.

(At this point lLir. Harrison withdrew from the useting).
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Letter dated December 8th from the Governor, Fed-
eral Reserve Benk of San Francisco, requesting that the
Assistant Treasurer at San Francisco be instructed to ceass
paying out $5 and 310 gold pieces wherever it is possible
to pay out 320 gold pleces in lieu thereof.

Referred to the Governor for trans-

mission to proper authorities of the

Treasury Department.

on motion duly seconded, it was voted that the
Governor be authorized to make public & statement of the
Board's policy in withholding at this time, authority to
Federal Reserve banks to engage in the grection of new

bank buildings.

Letter dated December 9th from Assistent Federal
Reserve Aguﬁt Yevin at Cleveland, in response to the Board's
letter of November 19th (X-1728) advising that the Guardian
Savings & Trust Company and the Cleveland Trust Company,
both of Cleveland, Ohio, due to & chenge in their policy in
soliciting commercial business, may now be conslidered as
being in substantial competition with nationsl banks.

Referred to General Counsel ror report
on permissions granted under the terms of

the Clayton Act affecting directors of the
institutions named.



Dig

wed for FRASER

gl stlouisfed.org/

92

Letter dated December 8th from the Governor,

ng for approval,

Federal Reservé Bunk of New York, submitti
schedule of recommendations of salaries of officers and

employees of that Bank, effective January 1, 13920.

Referred to lr. Paddock for report.

Letter dated December 8th from Gonsulting Architect

Trowbridge, submitting expense accounts of himself and 1.

o
Lo

Ten Lyck, incident to conference on vault testing.
Referred to the Secretary for report.
Report of discount rates at the various Federal Re-
serve banks; no changes recommended.
Yoted.

vernor reported rediscount transactions, pur-

my "
-ne Go

suant to authority heretofore vested in him; member bank

promissory notes secured by Government obligations, ratve

4-1/2% ,as follows;

Date Bank Redis- with Amount leturities

55,000,000 11-15 days

Dec.8th Philadelphia Chicago
L Pniladelphia Dallas 5,000,000 "
Moted.




o ]
Letter dated December 8th from the Federal Leserve
Agent at Philgdelphia, requesting approval of the payment of
additional compensation to the employees of his department
for the current period upon the same basis as paid to the
employees of the Federal Reserve Bank of Philadelphia.
Approved.
Letter dated December 6th from the Federal Leserve
Agent ot Boston, submitting for approval the following schedule
of extra compensation to be paid to employees of thet Bunk,
for the six month period ending December 31, 1919:
40% on compensation under $5U0.
307% on compensation of 3500 &nd under $1,000.
20% on compensation of $1,000 and under
$2,500,
Approved.
lMemorandum by Lir. Paddock dated December 9th, recom-
mending approval of organization chart of the Federal Reserve
Bank of Philadelphia.

Tabled for meeting of the Board to be
held on Friday, December 1l2th.

REPORTS OF COMMITTAS

o_l;:

|

L
3

Dated Deec. 10th, recommending chenges in stock at Federal Re-
serve banks as set forth in auxillary minute
book as of this date.

Approved.

i
0 Dated Dec. lUth, recommending action on applications for fi-
duciary powers, as set forth in auxiliary
minute book as of this date.

Approved.
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On motion duly seconded it was voted that at the
meeting of the Board to be held at 11 A.ld., On wednesday, De-
cember 17th, special order business be made of the questlons

»

of election of Class C directors of Federal Reserve banks and

directors of branches of Federal Reserve banks appointed by

the Federal Reserve Board, whose terms expire on December ol

1919, and increases of salaries of officers &nd employees of

the PFederal Reserve Board and Federal Reserve banks. |

Letter dated December 9th from the Cheirman, Federal

Reserve Bank of St. Louls, advising that the County of

{) ; Humphreys, Mississippi, has been created by assigning tc such
county, territory heretofore lying within Pume, Sunflower and
Jashington Counties (now &assigned to the Eighth Federal Heserve
District), and Sharkey and Yazoo Counties (now assigned to the
Sixth Federul Reserve District), and requesting advice &as to
what steps should be taken with respect to the assigmment of
the newly created county.
Referred to the Secretary for report.

Kemorandum by lir. Paddock dated December 1O0th, in
re application of the First xationul'Bunk, Emporlum,.Pansyl~
.vania, for fiduciary powers.

Keferred to the committee for report.
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At 12-30 P.M,, the mesting adjourned.
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Governif_ k





