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A meting of the Federal Reserve Board was held in the office of the

Pederal Reserve Board on Wednesday, Maw 21, 1924, at 11:15

PRLSM: Vice Governor Platt
Mr. Hamlin
Mr. Miller
Mx. Gunnin„;ham
Mr. illddy, Secretary

a.m.

The minutes of the meeting of the Federal Reserve Board held on May

2°th were read and approved as amended.

The Secretary reported that he had taken up with the President of the

Pederal Advisory Council the recommendation made by the Council concerning

the open market and discount policy of the Federal Reserve banks and that

he had been advised that the reference to "aggregate investments" made in

the c 
ouncil's recommendation meant aggregate earning assets.

Memorandum dated May 14th from the Assistant Secretary, recommending

that the Board extend the sick leave of Miss M. M. E.mery, which expired on

IlaY 23rd, until May 31, 1924.

Approved..

Telegram dated May 20th from the Chairman of the Federal Reserve Bank

Of San Francisco, requesting approval of the action of the 11xecutive Committee

clf that bank in =playing Mr. :1. Hull as Assistant to the Counsel of the

bank at a salary of 0,000 per annum.

Approved.

Letter dated May 15th from the Federal Reserve Agent at San Francisco,

4147ising that the Pacific Southwest Trust and Savings Bank of Los Angeles

°4 Apr il 26th closed its branch at Biola, transferring its assets and business
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to the branch at Kerman and also that a new national bank is being organized

at Kerman for the purpose of taking over the business of the branch of the

Pacific Southwest Trust and Savings Bank at that place.

Noted.

Letter dated May 19th from the Chairman of the Federal Reserve Bank

cf Atlanta, with regard to the employment of Mr. G. T. Rives to make collections

the assets of the First national Bank of Acadia Parish at Crowley, La., at

a salary of 6,000 per annum.

Referred to the Law Committee.

Copy of a letter dated May 14th addressed to the Chairman of the Federal

Ileserve Bank of San Francisco by Mr. Neil Cunningham of Fresno, Califor
nia,

illaking formal claim against the Federal Reserve Banks of San Francisco and

Ilateapolis for the loss of ‘A11.70, alleged to have resulted from delay by

the Federal Reserve banks in transmitting checks for collection.

Referred to the Law Committee.

The Vice Governor then presented draft of a letter addressed to Honor-

Qle key Pittman, Vice Chairman on the Senate Commission of Gold and Silver

referring to his letter to the Board of April 15th requesting full

illi*crmation concerning the arrangements with certain foreign banking corporations

fcr the export of standard silver dollars, and enclosing copies of correspondence

14131noranda and other documents in the files of the Board which appear to bear

(111ectly on this subject.

Upon motion,the proposed letter was approved

and ordered transmitted.
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Memorandum dated May 17th from the Comptroller of the Currency, trans-

Mitting and recommending approval of the application of the First National

Bank of Tower City, North Dakota, for permission to reduce its capital stock

Ofl 50,000 to ';i25,000; the Comptroller stating the bank recently reopened and

that the capital reduction was a part of the plan for reoranization.

Referred to Mr. Cunningham for report and
recommendation.

Draft of reply, to letter dated May 13th from the Chairman of the

Federal Reserve Bank of San Francisco, transmitting copy of a commication

addressed to him by the President of the Security 2rust and Savings Bank of

LOB 
Angeles, inviting participation by the Federal Reserve bank in a simultaneouE

eZamination of the institution; the proposed reply transmitting copies of let-

ters exchanged by the Board Ath the Superintendent of Banks of California on

the subject of simultaneous examinations, and statin; that the Board assumes

the next examination by the Superintendent will be made by simultaneous entrance

into the head office and each branch and that the Board has advised the Supw:-

intendant that it is prepared to render such assistance in the conduct of his

eXaminations as it can reasonably and conveniently arrange, with the understand-

that the State Banking Department will make reimbursement for the actual

cost of services rendered.

Upon motion, the proposed letter was approved.

The Law Committee then submitted draft of a reply to letter dated

14aY ...aid from the Governor of the Federal Reserve Bank of Dallas, referring to the

13(Xrd's lqter (X-3983) on the subject "Collection of Notes Containing Provision
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f1' Payment of Attorneys' Fees"; the proposed reply st
ating that the Board

"fors no objection to continued collection of attorneys' fees on th
e basis

°f the bank's special contract with its Counsel whereby it agrees
 to ray him

1O% of the amount actually collected on all notes turned over to
 him for col-

lection, with afUrther stipulation that the bank will guarantee
 to its Counsel

that his remuneration shall not be less than a fixed amount annually.

After discussion, the proposed reply was

approved.

The Law Committee submitted a formal ruling, giving effect to
 the action

Of the Board, taken at the meeting on April 7th, in expressing
 its opinion as

to the eligibility of German trade bills for purchase by 2ed
eral Reserve tanks.

Upon motion, the ruling was approved.

Report of Law Committee on letter dated Ilay 5th from the Assistan
t

Cashier of the Federal Reserve Bank of Kansas City, enclosing copy 
of a

certificate of deposit form used by one of the member banks in tha
t district

alld inquiring whether such a certificate, which is "payable six o
r twelve

Incnths after date", should be classed as a time certificate of 
deposit, and

lf so, for what period or periods; the Law Committee submitting draft
 of a

relloly stating that for the purpose of computing reserve the certificate
 dur-

ing the first six months, should be treated in the same way as a tim
e certifi-

cate of deposit due and payable six months after date, and if 
demand for pay-

nient is not made at the end of six months, the instrument shoul
d be treated

(luring the succeeding six months in the same way as a six months'
 renewal of

a4ch a time certificate of deposit; the proposed reply stating 
further that

the certificate is objectionable on account of its doubtful 
negotiability
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is caused by uncertainty as to the time of payment.

Upon motion, the proposed letter was approved.

Letter dated May 16th from the Federal Reserve Agent at San Francisco,

tequesting approval of the designation as special assistant examiners of eight

enIployees of the Las Angeles branch named therein.

Approved.

The Law Committee then submitted drafts of letters addressed to the

Federal Reserve Agent at San Francisco and to the Farmers and Stockgrawers

4111k Of Montour, Idaho, with regard to the procedure for forfeiture of member-

ship of that bank.

Upon motion, the proposed letters were

approved.

Mr. Hamlin then presented the following resolution on which he stated

he did not request immediate action by the Board:

"1. The Federal Reserve Board herewith reaffirms the stat,ement

in its annual report for 1914, as follows:

"The Federal Reserve banks have expenses to meet, and

while it would be a mistake to regard them merely as profit-

making concerns and to apply to them the ordinary tests of

business success, there is no reason why they should not earn

their expenses, and a fair profit besides, without failing to

exercise their proper functions and exceeding the bounds of

Prudence in their management. la)reover, the Reserve banks

can never become the leading and important factor in the money

market which they were designed to be unless a considerable

portion of their resources is regularly and constantly em-

ployed. * * * * Normally, therefore, a considerable proportion

of its resources should always be kept invested by a reserve

bank in order that the release or withdrawal from active em-

ployment of its banking funds may exercise a beneficial influ-

ence. This is merely saying that to influence the market, a

Federal Reserve bank must always be in the market, and in this

sense, the Reserve banks 'All be active banking concerns rhen

once they have found their true position under the new banking
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"conditions. It would be a mistake, therefore, and a

serious limitation of their usefulness, to regard the

Federal Reserve banks simply as emergency banks. Regu-

lation in ordinary times, as well as protection in

extraordinary times, may be expected to become the

chief service which these institutions will perform."

"2. The Board concurs in the recommendation of the Federal

Ldvisory Council made to it iday 13, 1924, as follows:

"Under present conditions, it would seem that it would

not be out of line for the System to seek to preserve an

aggregate investment of substantially its present volume,

with a tendency somewhat to increase these investments if

this can be done without unduly affecting the market."

"3. this end in view, the Board is of the opinion that

the Federal Reserve banks should regard their present holdings of

earning assets, - about 8u0 millions of dollars, - as a minimum, and

that they should gradually increase these earning assets to approxi-

mately one billion dollars.

"4. That such increased purchases in the open market will

enable the Federal Reserve banks more effectively to regulate future

credit conditions should undue speculative activity tending to cause

inflation arise, and also, incidentally, go far towards providing

sufficient earnings for the :expenses of the System, and the dividends

prescribed by the Federal Reserve /let.

"5. That under present conditions, such increase of earning

assets will necessarily have to be made through the medium of open

market purchases of warrants, acceptances, and Government securities;

that such purchases should be made with discretion and in such a

manner as to effect a minimum change in the money market.
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"6, That the only situation, in the opinion of the

Board, which would justify abstention from the open market,

thus waiving the making of necessary earnings, would be

where such purchases would seriously disturb the market and

encourage credit inflation; that it vs the consensus of

opinion of the Governors at the recent Conference, that

under present conditions, a gradual increase in such invest-

ments would not bring about such speculative activity.

"7. That the reasons advanced by same of the Governors

at the recent Conference for restriction of open market opera-

tions, namely; Competition with member banks, and incidental

Interference with Treasury sales of certificates, are, in the

opinion of the Board, not sufficient reasons for abandoning

the policy of strengthening the System so that it can make

discount rates effective for the proper control of credit, in

case of undue speculative activity and inflationary conditions

in the future."

It ()lam
—AxS OP STANDING COMMITTS: 

Illited1 May 20th, Recommending changes in stock at Federal erve banks, as set
21st, forth in the Auxiliary Mmute Book of tJi date.

Approved.
d, May 21st, Recommending action on applications 0. iduciary powers as

21st, set forth in the Auxiliary Minute B f this date,
Approved.

Alm
.vvre

tio7i3

The meeting adjourned at 1

Secretary, -

Vice-Governor.
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