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of the Federal keserve Board was held in the office of the
il = - . A = =
Federal Reserve Board on Friday, August 12, 1927 at 11:15 a.m.

PRESENT: Governor Crissinger
lir. Platt
Mr. Hamlin
Mr. MeIntosh
Mre. James
ir, kddy, Secretary ‘
lire. Noell, isst. Secretary

The Governor presented a report of the Committee on District #5 on

letter dated August 1lth from the Chairman of the Federal Reserve Bank of

R{ichmond, with reference to housing, persomnel, etc., for the branch of

L
that bank to be established at Charlotte, Ne. C.; the Committee recommend-
ing (1) that the Board give its approval to the plans and proposal of the
> 573
‘ \ Richmond bank in the matter of acquiring space in the First National Bank
building and ecquipping same for use of the Charlotte Branch; (2) that it
be suggested to the Richmond bank that a 10-inch door be installed in the
vault since this seems to meet the requirements of the insurance people
and as the use of the vault will be temporary; and (3) that the Rizhmond
bank be advised that the matter of approving the purchase of a lot on
which to erect a building at Charlotte will be taken up by the Board if
and when the Richmond bank has something definite to submite.
Upon motion, it was voted to approve the recom-
mendations of the Committees.
Upon motion, it was also voted to note with approval
o the report regarding p:srsonnel at the branch, made Dby
the lianaging Director, and transmitted to the Board in
P lir. Hoxton's letter of August 1lthe

iatter approved on initials on Lfugust 11th, under authority granted

by the Board at its meeting on July 28th, namely, action of the board of
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directors of the Federal Reserve Bank of Dallas in voting to establish

at that bank a rediscount rate of 3 1/25 on 2ll classes of paper of all

e peps

=

maturities, effective the first business day following that on which ap-

Ry

e A

proved by the Federal ieserve Boarde

S S

Formally approved, lir. Platt not votinge

g

Mre. Platt submitted the following statement in
connection with the above matter:

e e

#] am unwillingz to approve the reduction of the rediscount rate
in the Dallas district from 4 to 3 1/2 per cent at this’ time; first, be-
. cause it was not made in response to any local demand or because of any
local condition but because of the Board's request for uniformity at a
lower rate; and, second and chiefly, because in reducing its rate the
Dallas reserve bank, in my opinion, surrenders one oI the greatest ad-
vantages of the regional system - namely, the oppor tunity oi attracting i
funds from the cast by maintaining a rate higher than the eastern rates. i
‘ I think the Board's request for unifomity is a mistake. It cannot be g
4 ) denied, I think, that a higher rate does attract ‘funds. Certainly that
is true of international rates, and no one doubts the efficiency of ths i
\icher rate in London in attracting funds from XNew Yorke If it is not i
also true to soms extent as to Federal reserve districts, then there is .
little or no sdvantace in the regional plen of the Federal ieserve 3ys
tem as compared with the discarded Aldrich plan which provided for uni-
?om rates. I believe its truth can be demonstrated through a study of
the movements of cold from week to week thirough the Gold Settlement Iund.
Several of the leading financial writers, when the reduction of the Kan-
sas City rate was announced, stated that the result would be to promote
a flow of Tunds to Hew York so long as the Iew York rate remained hicher.
Coertainly that was not what the Board was seeking to accomplishe 3

“hen rates are uniform throughout the Federal sescrve System it 4
is clear, I think, that the New York rate is relatively high and serves !
to attract funds from most of the other distriets, particularly from the

sstern and southern districts. The tremendous accumulation of funds in
llew York at the present time, as shown by the Brokxers' Losn figures, took
place under unifomm rediscount rates maintained for a considerable period,

and, in my opinion, such an accumlation could not have been made so easily.
if wostern reserve rates had been maintained somewhat above the New York
and other nas‘u'arn rates. Four per ceat at a time of fairly abundant
bdﬂ)'leb of funds and of softening interest rates is 10t a low rate for
o lilew York, Boston or Philadelphia, but it is a low rediscount rate for
' ) Dallas, and for sever: al other western districtse.
Sonditions in the New York and Boston districts (disregarding
| : the speculation in the stock marikets) had for several weexs nr
clearly indicated the wisdom.of reduction, quite apart from the i
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npational financial situabion which provided an additional reason.
Zverything that we sought to accomplish was accomplished by the
reduction of the Ilew York and Boston rates. The lowering of rates
in the agricultural districts which at this time need money for
crop moving is a mere gesture, possibly harmless but also possibly
dangerous. t has been acclaimed by a few writers as an effort

to help the farmers but every farmer who DOYrows money must know
that it does not lower the interest that he pays.

It has been said the lowered local rediscount rate compels big
banks in the large cities of the west to grant lower rates to their
country correspondent banks, particularly to the non-member banks
whose officers have been told that they can obtain from their city
correspondents every service the Federal lescrve can give them.
This may be true, but we are generally not interested in non-member
banks andi I have never seen any ovidence that these small banks,
whether members or non-members, pass on & reduction of rates to
their customers. Frurthermore, there is plenty of evidence that a
low borrowinz rate, with a high spread of profit, tempts the small
banks into unsound advances or investments which get both themselves
and their customers into difficultiese

It may be said that I should have expressed disapproval of the
irst reduction made - the reduction at Iansas UCity. That reduc-
ion, however, was determined upon by Goveraor Bailey and his dir-
ectors auring my absence abroad and came throucih before I had op-
portunity to study the local situations. I had also sufficiently
expressed my disagreement with the plan for a new uniformity at &
lower rate bvegimnning with the western districts at the Open llariket
Cormittee ileeting of July 27th, the day after my return.

If thé reduction to 5 1/2 per cent already made by Kansas City,

Louis and Dallas, as well as by Boston, New Yorlk and Cleveland,
is made also by the remaining banks in the System, or by most of
them, then uniformity will have been restored but on a lower level.
The liew York rate will then again become relatively the highest and
will continue to attract funds to ifew York from other districtse"
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Letter dated sugust 1lth from the issistant Secretary of the Federal

Reserve Bank of ew York, advisin-z that the Doard of directors on that date

made no change in the bank's existin: schedule of rates of discount and

Parchase.

lloteda

Pelegram dated Ausust 11th from the Chairman of the Federal Reserve

Bank of iichmond, advising that the board of directors on that date made no

Change
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in the bank's existing schedule of rates of discount and purchase.

TGN A I 0 BN S Yo e VERE

S i a i v N

e Y e, S S e i oo

e

S P



w0
ds)

>

8/12/27 -

loted..

T —
=
~
L LA T TR & o il W WTTON I S TR D VL

Memorandum from Counsel dated August 8th, with reference to the Clayton

[
B SR

4ct application of lir. Louis #. Kraemer, involving the Reading National Bank
s o & 2 =l = ]

and the Colonial Trust Company, both of feading, Pa.; Counsel recommending

IR R e e 4.

that the Bosrd refuse the application temporarily, advise the applicant

that on the evidence before it it cammot permit him to serve the banks, and

A R ey Sy S i T I e ST S e e

request him to furnish the Board with additional information, and further

nty days advises the Board of his desire

that unless tle an
to submit such additional infommation, the Board's rofusal become final.

Upon motion, Counsel's recommendations were ap-
proved and the application temporarily refused, with

opportunity to the applicant to furnish additional I
§ information. ’ e
llemorandum from Counsel dated August 9th, with reference to the !
layton Act application of lLir. Scott e Znnis, involving the California #
i
Hational Bank and the Famers and llechanics Bank, both of 3acramento, }
|

Califormia; Counsel recommending that the Bozard refuse the application
I
temporarily, advise the applicant that on the evidence before it it camot ]
| j
permit him to serve the banks, and roquest him to furnish the Board with !
: 3
additional information, and further that unless the applicant within twenty e
days advises the 3oard of his desire to submit such additional informstion, i
| %
the Board's refusal become final. i
i

Upon motion, Counsel's reconmendations were ap-

proved and the application temporarily refused, with §
opportunity to the applicant to furnish additional g
i informationa {
Jemorandum dated Aucust 1lth from the Secretary, requesting authority ;

to employ a clerk in the Gold 3Settlement Fund Division, with salary at the
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rate of from 1,200 to J1,400 per annum, to £ill the vacancy caused by the
resigpnation of A. Le Houghtone
Approved.

Letter dated August 10th from the Federal Leserve Agent at New York,
referrinz to the action of the Roard on Auncust 12, 1926, in voting to
grant full trust powers to the Citizens National Bank of Englewood, e Je,
on condition that it would increase its capital at least 100,000 within
the next six months, which time was on September 11th extended to one year;
the letter stating that the bani (now the Citizens National Bank and Trust
Company of Zmglewood) has increased its capital from 3150,000 to .;200,000
and its surplus from ;200,000 to 2,300,000, of which 125,000 was paid in
and ;25,000 transferred from undivided profits, and now feels that they
are in good faith meeting the condition imposed, although, technically
the capital account was increased only ;50,0005 the Agéut requesting

advice as to any further action which should be taken by him in the

matter.

After discussion, it was voted to advise the Federal
Reserve Asgent that the Board feels that the action of the
Citigens National Bank and Trust Company of nglewood in
increasing its capital account in the amomnt of 150,000,
as above stated, fulfills the condition imposed upon it
at the time its fiduciary application was approved.

The mimutes of the meeting of the Federal Reserve Board held on August
11th were then read and approved.

.

REPORTS OF STANDING COIITIERS:

Dated, August 12th, Recommending a change in stock at Federal ZHeserve
Bank as set forth in the Auxiliary liinute Book
of this date.

Recommendation approved.
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