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A meeting of the Federal Reserve Board was held in the office of the
Feq
°ral Reserve Board on Friday, May 13, 1927 at 11:00 a.m.
PRESENT: Governor Crissinger
lire Platt
lire. Hamlin
IMre Miller
Mre. James
Mr. Cunningham
lir. Eddy, Secretary
lr. McClelland, Asst. Secretary
Letter dated May 12th from the Assistant Secretary of the Federal'
Rege
Ve Bank of New York, advising that the board of directors at their
Regy
lng on that day made no change in the bank's existinz schedule of rates
of
Uscomt gng purchase.
Noted.
Telegram dated May 12th from the Chairman of the Federal Reserve
Bank
ot JRi‘31111101111, advising that the board of directors at their meeting on
at
8y mage no change in the bank's existing schedule of rates of discount
am. pumhasec
Noted.
y Telegram dated lMay 12th from the Chairman of the Federal Reserve
Rk gp 4
f Xangag City, advis ing that the board of directors at their meeting
13
: ¢ day made no change in the bank's existing schedule of rates of
ﬂco
ant ang parchase.
Noted.
Song of Mr. Gates W. McGarrah, Federal Reserve Agent at the Federal

bos
® Bank of yew York, dated May 9, 1927, in the amount of $100,000.,

Approveds
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Bond of ilre M. L. lMcClure, Federal Reserve Agent at the Federal

Reserye Bank of Kansas City, dated May 6, 1927, in the amount of $100,000.
Approved.

Letter dated liay 6th from the Assistant Federal Reserve Agent at
"B Seis)aan - kiviaing that ths Ansloan Trawt Oéupany ot San Frausfaco
o0 lay 4t closed their branch at Redwood Citye

Notede

Letter dated May 5th from the Federal Reserve Agent at Sam Francisco,
Mvising that on April 30th the consolidation of the French American Bank
b San Francisco with the United Bank and Trust Company of Califormia was
8ffecteq and on May 2nd the head office anl three branches of the French
American Bank were opened as branches of the United Bank and Trust Company.

Notedes ‘

Report of Committee on Examinations on letter dated May 5th from
the Federa) Reserve Agent at 3an Francisco, transmitting and recommending
*PProvey 0f an application of The E. G. Young and Company Bark of Oakland,
oreg"“* for approval of its action of March élst, 1927 in absorbing the
ommerc"5-*11 Bank of Oakland, & non-member; the Committee 2lso recommending
abpmvgl. |

Approved.
Telegram dated May 12th from lMr. Harry H. Rogers, advising of

hig

%CCeptance of the Board's appointment as a director of the Branch of
t

PMIMFL Raserve Daic of Dalles to be eabablished ab Ssn Antonio, Texase

Noted.

RASER
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Report of Committee on Salaries and Zxpenditures on letter dated lay
10ty from the Deputy Governor of the Federal Reserve Bank of New York, sub-
mittiﬁg for the Board's approval proposed promotions of employees from one
&rade to another, effective liay 1, 1927, the maximum salary of the new grade
11 sacn case being in excess of 32500 per annum, advising of the employment
°f Ur. Barry m. Elliott as Secretary to the Chairman of the 3oard of Directors

at

& salary of #5700 por annum, and recommending that the grade of Secretary
%o the
Sunya)

Chairman of the Board of Directors be changed from Grade G 3 with an
salary range of 2600 = $3,000 to Grade Che A. with a salary range
Of $4,000 to $5,000; the Conmittee recommending approval e

Approved. :

Letter dated lMay 1lth from the Federal Reserve Agent at Boston,
referrin@ to the recent surrender of stock in the Federal Reserve Bank of
Yoston by the Fitchburg Bank and Trust Company of Fitchburg, lasse, based
hon g reduction in its surplus account of $200,000; the Federal Reserve
Lgent inquiring whether in view of the fact that the trust company was
i s t;ec"hnicsﬂ.ly required as a matter of law to surrender the stock, the
aLpp]'j‘cat"ion for surrender may not be cancelled or withdrawn and the stock
reiss“ed to the trust company.

Referred to the Law Cormittee.

Report of EZxecutive Committee on letter dated May 12th from the
iomptmller of the Currency, recommending approval of the salary of
#4000 Per amum for National Bank Examiner C. C. Francis, assigned to

8
S80onq rederal Reserve District; the Committee also recommending

Approved.
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Report of Executive Committee on letter dated May 12th from the
c"mPtJ:'oller of the Currency, recommending approval of a salary of 33,000 per
MMM £or National Bank Examimer L. A. Shea, assigned to the 2nd Federal
fesorve District; the Cormittee also recommending approval.

Approved.
Report of Executive Committee on letter dated May 12th from the
Somptrol1e of the Currency, recommending approval of a salary of {3,000
Pr anmum for National Dank Zxaminer K. D. Strite, assigned to the 2nd
Fedeml Reserve District; the Committee also recormending approvale
Approvede
Report of Committee on District #7 on the matter referred to it at
iy Meeting on May 10th, namely, letter dated lay 6th from the Federal Reserve
{gent &t Chicago, with reference to an application for membership in the

Feg,
®ral Reserve System filed by the Center Line State Savings Bank, Center

Llne, I"ii‘?'higa.n, which the management of the bank has requested lay without
%tion until after an examination can be made at the end of several months,
% the Condition of the bank at the present time does not warrant a favorable
re%mn‘endation on the application; the Committee reporting that no action
Shouyg be taken on the application until the bank has been put in proper
Qondition and its new management has proven itself capables
Upon mot ion, the report of the Committee was ap-
proved and the Secretary was directed to advise the
Federal Reserve Agent at Chicago accordinglye

Letter dated May 9th from the Secretary of the Federal Advisory
Q°“11<:11

» advis ing of topics to be discussed at the forthcoming meeting

ey~

g
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od in(luiring whether the Board has any other topics which it wishes to add '

%o the rrogram, :

The Secretary was directed to reply to the above ;
letter stating that there are no other matters which ?
the Board wishes to refer to the Council,

The Governor then referred to the action taken by the Board at the
meeting on ligy 10th in voting to recommend the employment of Honorable b
Newton D. Baker as special counsel, on behalf of the Federal Reserve banks, i
12 the rar clearance suit of the First State Bank of Hugo, Minnesota, against
*he Pedgra) Reserve Bank of Minneapolis. He stated that the Board's action r
o, Submitted to the Governors' Conference which was then in session here L
* ¥4 that tne Conference having concurred in the recommendation of the Board, !i
ﬂ ‘ the Datter was taken up with lr. Baker. He submitted a telegram addressed
%0 the Board's Counsel by Mre. Baker advising of his willingness to serve f
ta the casa, g

Notede |

Report of Cormittee on Salaries and Expenditures on letter dated
Say 12th from the Deputy Governor of the Federal Reserve Bark of New York,
mbmittine‘ list of employees for whom the directors of the bank have ap-
Pl‘oved leaves of absence with pay on account of illness during the month
i April, where the total of such absences singe Jauary 1, 1927 has
emeeded thirty days; the Cormittee recommending approvale

Approved.
ﬂ* ‘ At this point, Nr. MeIntosh entered the meeting.

In accordance with the statement made by him at the meeting on

lia
3 loth; lir, James then submitted and moved adoption of the following
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Tesolut ions relative to the establishment and temporary housing of the
Proposed branch of the Federal Reserve Bank of Dallas at San Antonio:

"WHEREAS, by a resolution adopted by the Federal Reserve Board under
date of April 18, 1927, the Federal Reserve Bank of Dallas was authorized
Y submit an offer of not to exceed $225,000 for the purchase of the San
Antonig National Bank building in San Antonio, Texas, in which to house

® dranch of the Federzl Reserve Bank of Dallas to be established in

& Antonio, or in the event said San Antonio National Bank building
%0uld not pe secured at a price of 225,000, to parchase the so-called
Suith Brothers property located in San Antonio at the corner of Villetta
a-Teet and Garden Street (an extension of Navara), 100 feet square, at
';’750 per front foot, and to proceed with the erection thereon of a build-
cng for the proposed branch Federal Reserve bank, the total expenditure
wYering said building, vaults and permanent equipment not to exceed
#175,000 ang final plans, specifications and bids to be sutmitted to the
%deral neserve Board for its approvalj

Boa “"HEREAS, in said resolution of April 18, 1927, the Federal Reserve

bea L eXpressed the opinion that it would mot be advisable to house the

sitnm.l Federal Reserve bank at San Antonio in temporary quarters neces-
8ting separation of the various functions at different locations;

WHERRAS, by said resolution of April 18, 1927, the Federal Reserve

goa‘rd rauled that the branch of the Federal Reserve Bamk of Dallas to be
astablished at San Antonio should not be opened until permamnent quarters

o availabl a3

Feg, WHERZAS, in a letter dated limy 3, 1927, from the Chairman of the
1 8ral Reserve Bank of Dallas, the Federal Reserve 3oard has been ad-
86d that the offer of {225,000 made by the Dallas bank for the San

%0010 National Bank building has been declined; and

£ ""'}EREAS, the Governor of the Federal Reserve Bank of Dallas has
to 8d with the Federal ieserve Board a telegram dated lay 9th addressed
Whihim by the Chairman of the Board of Directors of the Dallas bank, in

Ch advice is given of action taken by the Dallas directors at a meet -

Feg on Nay 7th, in voting to accept, subject to the approval of the
v1d‘;l‘al Reserve Board, an offer made by the Frost National Bank to pro-
s

ufficient space in the Frost Nat jonal Bank building to house the

8
tirg organization of the proposed branch at San Antonio for such

fzrim of time as may be necessary to enable the Federal Reserve bank
®rect on the so-called Smith Brothers property pemanent quarters
ich to house the branch, and in which advice is also given of the
N of the Dallas directors in agreeing to pay for such space in the
' National Bank building a monthly rental of $850;

Rtig

PG Y

B
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& "THEREFOKE, BE IT RESOLVED, that the Federal Reserve Board approve
B action taxen by the Board of Directors of the Federal Reserve Bank
? Dallas at its meeting on May 7th, in accepting the offer made by the
1;;0" National Bank to provide sufficient space in its building to house
the entire organization of the proposed 3an Antonio branch, and to permit
% ; OCcupancy of sald space for such period of time as may be necessary
O enable tnhe Federal Reserve bank to erect on the so-called Smith Brothers
pr°p°rty permansnt quarters in which to house the branch, and also the action
saisaid directors in voting to pay to the Frost National Bank a rental for
 space at the rate of $850 per month; and
or BE IP FURTHER RESOLVED, that the Federal Reserve Board rescind the
th“"r contained inm its resolution of April 18, 1927, that the branch of
9 Federal Reserve Bank of Dallas at San Antonio shall not be opened until
torﬂlanent quarters are available, and that the Board interpose no objection
t the directors of the Dallas bank proceeding with the establishment of
bue Propossd branch and housing same temporarily in the Frost National Bank
udi:g.n

After discussion, Mr. James! motion was put by the Chair
and carried.

Mr, Platt, Chairman of the Committee on Exsminations, then submitted
i rplication for membership in the Federal Reserve System and for 66
"aTs ¢ stook in the Federsl Reserve Bamk of Richmond, filed by the
Sa °f Darlington, Inc., Darlington, Se C., which is being organized for
= Purpose of taking over the assets and assuning the liabilities of
s ¢losed Bank of Darlington, a former member of the System, with the
"Weption of stockholders' liabilities and with the understanding that
%14’430-25 of paper classed as worthless be eliminated; together with
: I‘ec“”“mend.at;1011 of the Board's sub-committee (1) That the application be
‘Dprwed subject to the nine conditions of membership contained in the

BOa
™'s Regulation H and the further condition that prior to the payment

£
. 4ividend the bank shall carry to surplus account not less than one-

t
"t bPart of its net profits for the preceding dividend period until its

PN R A 1 T U A T T
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Surplus fund shall amount to 26% of its capital stock; and (2) That the

b i \
%k be advised that the Board is now considering the question of vhat

Gha.nges should be made in conditions of membership in the light of the

T ————

Provisions of the MoFadden Act, anl if any changes in the present con-
Utions are found necessary the bank will be subject to such changes,

%4 acceptance by the bank of conditions now being 1mposéd will be deemed

to ve acceptance of any changes in those conditions which the Board finds to

b
s Necessary in view of the amendments contained in the McFadden Act.

S S A ——

Mr. Platt then réferred to the unsatisfactory condition of the

o

a
PPlicant bank and stated that the Cormittee on Examinations was not

( ‘ Drepamd’ after preliminary consideration, to recommend approval of the

plication,

T s i

Following a discussion, it was voted that the file
concerning the application should be circulated among all
members of the Board for their information.

e e

At this point, the Secretary of the Treasury entered the meeting‘
" took the Chaire
The Board then proceeded with further consideration of the recom-
man‘Wzions of the Open Market Investrent Committee, submitted at the meet-
lng Yesterday and on which no action was taken at that msetinge
Mre. Hamlin moved that the Board approve the recom-

mendations of the Open Market Investment Committee con-
tained in the report of the Committee dated liay 114 19274

f HUre. Miller stated that he would prefer to have action ;

‘ on the recommendations of the Committee deferred until the I
Board has had an opportunity to discuss the general question 4
of open market policy with the Federal Advisory Cowncil at ‘
their meeting on next Friday. He stated, however, that if
the Board did not believe it desirable to defer action

4 oL FRASER
aied.org/
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he wished to present for the Board's consideration,

as an alternative for Mre. Hamlin's motion, a memorandum
prepared by him as the basis of a letter to the Open
larket Investment Committee regarding its reporte.

The Chairman pointed out the desirability of estab- i
lishing & policy which he stated could, of course, be
changed by the Board at any time if developments war-
ranted. He stated that he believed unless there was |
some particular reason for not doing so the Board should !
concur in the recommendations of the Open Market Invest-
ment Committee, and pointed out that if the Board did
80, and following the mesting of the Federal .Advisory
Council, wished to change that policy there was no
reason why an amendatory action should not be taken by
the Board. He suggested that the Board might approve
the recommendations of the Committee and in advising of
such approval state to the Committee that the question
0f open market policy will be kept under consideration
and that the Board upon review might wish to take further

cr ‘ action.

e g e e T

e ~—

lire Platt then moved that Mr. Hamlin's motion be
amended to read as follows:

"Resolved, that the Federal Reserve Board approve
the report and recomendat ions of the Open larket Invest- ;
ment Committee, with the feeling that the securities pro- |
posed to be marchased should be accumulated slowly and i
with a view to the possibility that it may not be ad-
visable to purchase the full ampunt authorized within the
time limit mentioned."

Ir. Hamlin accepted the amendment moved by lire
Platt and by unanimous consent withdrew his original
motion.

Mre Miller then read to the Board the following
memorandum prepared by him and as a substitute for Mr.
Platt's motion moved its adoption by the Board as the
basis of a letter to the Open Market Investment Cormittees

;e "The Board has considered the recommendations of the
1 ‘ Open liarket Committee dated May 11, 1927, for the period
“ ending August 1:
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(1) That no further sales of System securities be made in
;al’%er to offset arrivals of gold from abroad now kmown or antici-

ed.

(2) That it shall be the policy of the cormittee between
now and August 1 next, gradually to acquire, if possible to do so |
Without undue effect upon the money market, sufficient additional i
Short-time government obligations to bring the total of the commit- ‘
tee's investment account up to :3250,000,000.

With respect to recommendation No. 1, it does not appear to !

the 3oard that the next few months will show gold imports to the

United States in any such volume as would indicate the necessity
¢ Or desirability in existing circumstances of amn offsetting operation |
by the sale of System securities. It has, therefore, nothing to sug- |
gest by way of modification of the course of action outlined by the '
Committee, unless there should be a marked change in the situation J
In which case the matter should be reconsidered. The Cormittee's |
recommendation is, therefore, approved. ;

i With respect to recormendation No. 2, it is the opinion of ‘
( ‘ the Board that the System's Special Investment Account should, sooner
i Or later, in accordance with the policy which has governed the oper-
ation of the Account in the past, be replenished by the purchase of
an amount of securities that would bring up the total holdings in

the Account to not less than 200,000,000

It is,however, the opinion of the Board that the present situ-
ation is not a favorable one for such an operation and that the re-
Sumption of purchases of securities for the Special Investment Account |
Sshould be deferred until such time as it may appear that such purchases i
Will have a desirable stimulating effect upon trade, industry or agri- ‘
Culture. The country is now entering a period of interseasonal trade
1ull with the demand for credit for commercial use slackening. The
ouly highly active market in the country is the securities market.

are is accumulating evidence of speculative excesses, which in part (
has been reflected in recent weeks in & great growth of brokers' de- |
Band loans. It is thought not to be desirable to stimulate these by t
2 reduction of the cost of money in the New York market such as would
Tesult from the purchase during the next two months of from {y100,000,000
o 150,000,000 of securities for the System accounts

It is the view of the Board that the movement of business, credit,
‘ gol4, money rates and other factors bearing upon the credit and open’
6 ‘ Market policy of the Federal Reserve System should be carefully and |
°0nstant1y watched, in order that when action is taken to replenish
the Special Investment Account it may be done with a minimum of un-
desirable stimulation. z

4 A FRASER i
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For its part the Board will follow coming developments

affecting open market policy with care and will keep in touch

with the Committee in order that there may be a prompt exchange

0f views and suitable action when cmditions warrant. For the
Present the Board does not think the situation favorable to a
securities-purchase operation and, therefore, withholds approval

Of the recommendation that the Committee at this time be given
authority to purchase securities between now and August 1 to an
amount sufficient to bring up the System's account to $250,000,000."

After a detailed discussion, lir. Miller's substitute
motion was pat by the Chair and lost, the members voting
as follows:

The Chairman, 'no"

Mr. Platt, 'no"

Mr. Hamlin, 'no"

Mr. James, ''no"

lre. McIntosh, '"no"
Governor Crissinger, '"aye"
Mre. Miller, "aye"

Mre. Cunningham, "aye'

Mr. Platt's motion was then put by the Chair and carried,
the members voting as follows:

The Chairman, "aye"
Govermor Crissinger, "aye"
Mr. Platt, "aye"

Mre. Hamlin, "aye"

Mr. James, "aye"

Mr. Cumingham, "aye"

lr. McIntosh, "aye"

Mr. liller, 'mo"

Mr. Cunningham then made the following statement:

myith the sincere hope that the view expressed
in lir. Platt's resolution that the securities which
the open market investment committee recommends be
purchased will be acoumulated gradually up to August
1st next, I am voting in favor of the motion.”

The Secretary of the Treasury then left the meeting and the Governor
X‘es
Wed the Ghair.

g FRASER
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The Governor stated that he would bring up as special order of business
8t the Ifneting of the ﬁoard to be held on Monday, the matter of changes in the
o8 it 1on of Federal Heserve Agent at several of the Federal Reserve banks which
the Boarg may wish to make, effective at the beginning of next year.

The Secretary then presented draft of a letter to the Chairman of the
OP@ Mariet Investment Committee, just prepared for the signature of the
Sovernor, advising of the action taken by the Board at this meeting with
Tospect to tne recommendations submitted by the Committee yesterdaye

Upon motion, the letter submitted by the Secretary
was approved and ordered transmitted.

The minutes of the meetings of the Federal Reserve Board held on liay

10
‘ B804 156h wepe then read and &pproved.

A

%_RTS OF STANDING COMMITTEES:

Dy
‘ted’ liay 13th, Recommending changes in stock at Federal Reserve Banks,
as set forth in the Auxiliary Minute Book of this date.
Recommendations approveds.
» llay 10th, Recommending action on applications for fiduciary powers
12th, as set forth in the Auxiliary Minutg Book of this date.
Recommendations sappro

The meeting adjourned at 7
\ ‘

/ Secret ary.‘%

Dag 8d
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