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Mseting of the Federal .ieserve Board was held in the office of the

Pedg
ra]l ;
l feserve Board on Friday, april 27, 1928 at 11:30 a.me.

PRESENT: Governor Young
Mr. Platt
lir. Hamlin
Mr. Miller
Mr. James
Mr. Eddy, Secretary
iir. McClelland, Asst. Secretary

The ms T
Minutes of the meetings of the Federal Reserve Board held on April

2 ¥
* 2814 ang 24th were read and approved.

Mr ; :
* Hamlin referred to the discussion which took place at the mecting
OnA
briy - :
“4th, regarding the authority of the Board in connection with pur-

Chg
Sgg L
a 1 2 ; T
5 O sales of securities by Federal Heserve banks &and submitted the
{o)
°Win
8 Statement counrirmine the personal views expressed Dy him during

the .

§ o "The only specific power g@ven to the Fede?a} ﬁegerze Board
RGSersdrqs purchases and sales of Government secur1§1es by Federal

® banks, is contained in Section 14 (b), stating that such pur-
ribeg %all be‘made in accordance with ru%es‘and.regu%ati?ns pre-
wer ¢ ¥y the Board. The 30ard? under.thls gegplon, is given th@ .

0 rcgulate, and probably it could prescribe, maxirmm and mini-

" 8mounts which could be sold during any one period, but it could

néirﬁid sales or purchases absolutely, for the power to regulate
he power to destroy.

hag bues ?g other yords,.the Federal &§§3rve Ba%k, undirttge Ait, :

akey awa;lZin a discretionary power which can be regulated out no

om the bank.

It should be noted that the Board is given power only to regu-
Purchsses and sales of Government securities under Section 14,
Section 15 it is given power not only to regulate but also to
Cl and 1imit purchases and sales 0f acceptances and domestic
rcﬁgreign bills. This latter power, however, does not apnly to

S€s of Government securites.
out op . The formation of the Open Market Investment Cgmmittee‘grgw
B°&rdl d_voluntary agreement entered into between the Federal AG?E?YG
i and the Federal leserve banks. Under this agreement, tie 1ndlv-

Do

1ate
Under
Testri
ang

Ly,
andal au“hOrity and diseretion of each Federal seserve bank to buy
to 5811 Government securities is taken away, and the power is given

® Open jarxet Investment Cormittee and the Federal Heserve Board.
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t
g ! believe a Federal Reserve bank could withdraw from this
8greement at any time. 4As a voluntary arrangement, however,
a? agreement is most desirable, and has worked well in prac-
tice, every operation of the Committee having been approved
Y the Federal Reserve Board.
i In my opinion, thg Federal Reserve Board has no legal
ght under the Federal Reserve ict to create such a Committee,
Or to take over to itself such functions, except by voluntary
8rrangement., If it had such a rieht and should exercise it,
;tCWOUId be tantamount to making ?he Federal Rgsarve System
clae‘bntral'bank operated from Washington. It might also be
“*8lmed, if it had such a right, that it could create a sim-
ilar Committee to take charge of the fixing of discount rates
ziathe individual Federal xeserve bankse I cannot believe
e ~finy such power was intended to be granted by Congress to
federal Reserve 3oard.”

The
Go :
i Vernor then stated that in accordance with the request of the Board
ltg
Meet 4 - 3
®ting on April 24th he discussed over the telephone with the Chair-

May
of the
® Federa] Reserve Bank of New York the action of the Executive Com=-

lnj
tteg Of thay

tion %

bank in voting to grant to lir. R. li. Gidney, issistant Deputy
* & leave of absence of two weeks, in addition to his regular vaca-

0
fuyy 1€ month, and, subject to the approval of the Board, to pay him
88)]

th v during such leave. The Governor stated he was informed that
e

irec
t yeia 3 % 5 -
Ors of the New York bank gave the matter careful consideration

Sug
q
pprOVed th \ ', S ~ 2.3 o
he e extended leave for ilr. Gidney only because of the fact that
P8ctg
3 L0 spend his vacation at the home of his parents in California

Cone s
thg “$iderapy g time is required to make the trip. The New York directors,
bere STaoy stated, regard this case as an exceptional one which is not to
Firdeq 8s a precedent.
¥r, Platt moved approval of the payment of full
salary to Mr. Gidney during the extended leave of ab-

Ssence granted him by the New York directors.

The roll being called, Mr. Platt's motion was car-
ried, the members voting as follows:
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Governor Young, ''aye"
fr. Platt, "aye"

r. Hamlin, "aye"

ir. Miller, '"no"

r. James, "no'

i
L
-
4
b
1
=
bt

Mat 3
. ter approved on initials on April 24th, namely, telegram dated
briy 2
4 B
th from the Chairman of the Federal Reserve Bank of Ninneapolis,

Adyiqs ;

lslnw
b 3 that the Sxecutive Committee, under authority of the board of
erectOrs

- » On that day voted to establish a rediscount rate of 4 1/25 on
1

Clag
Se . 5 B . 2 = s :
8 0f paper of all maturities, efiective the first business day

foll
Owin
8 that on which approved by the Federal Reserve Board. The Secre-

tary
Tag
b d to the Board the following telegram received from the Chairman

e ?i. y
m “lMeapolis Bank under date of April 25th:

"gur outstanding reason for increasing rediscount rate is

hﬁt in our judgment our rate should always be uniform with

ah: Chicago rate on account of the fact that the most import-
part of our district is contiguous to the Chicago district.”

The Board, on April 24th, having informally approved
the rediscount rate of 4 1/2% established by the Executive
Committee of the Minneapolis Bamk for all classes of paper
0f all maturities efiective April 25th, upon motion this
8ction was ratified, lr. James voting '"no".

In explanation of his vote, lir. James referred to the
Statement submitted by him at the meeting on April 18th
ln connection with the increase in the rate of the Federal
Reserve Bank of Bostone

Le
tter dateq April 24th from the Chaiman of the Federal Reserve Bank
ton
by
foyg

. ‘ ty
t

0f BOS

. adViSinsz that effective April 20th that bank's rate for purchases

rhme >
Nt securities under resale agreement was increased from 4 to 4 1/25,

0

o

Cop e
oy 4y
0 the discount rate made effective on that date.
without objection, noted with approval.

e -
legram dated April 25th from the Chairman of the Federal ieserve
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B
;mk e Boston, letter dated April 26th from the Secretary of the Federal
Re
waPVG Bank of Njew York and telegram dated April 26th from the Chairman
the Federal neserve Bank of Kansas City, all advising that their boards
ex.lrectors at meetines on the dates stated made no changes in the banks'
“Sting SChedules of rates of discount and purchase.
Without objection, noted with approvale.
: Letter qateq April 25rd from the Secretary of the Federal Reserve
n
F.t °f Cleveland, advising that effective May 1, 1928 the salary of Mre
" King, guard, will be reduced from ;2750 to ;2400 per ammum.
Noted, with approval.
At thig point, Mr. McIntosh joined the meetinge
C%mt:mports of Executive Committee on letters dated April 24th from the
Oller of the Currency, recommending approval of salaries of 2500

Der

ks for National Bank Hxaminers Bryan E. Horton and William 1. White-
s

y 8 :
ny S8igned to the Zleventh Federal Reserve District; the Board's Com-
tte
e

alsg recommending approvale

Approved.
25nlf Heport, of Cormittee on Salaries and Zxpenditures on letter dated April
m%ionrom the Chuirman of the Federal Reserve Bank of Boston, advising of the
metnlof the board of directors of that bank in voting to extend until their
“®ting Joayes of absence on account of illness granted Messrs. Joseph

Bllgkl

Sy T
i ’ “@ster y, Clark and Joseph L. Gaynor. and until May 1lst leave of ab-
e

®
8ra 3 :
0 Ated )iss Dorothy M. Roberts, liessrs. Buckley and Clark and Iiss
Sr¢
8
o Teceive half pay and lr. Gaynor full pay; the 3pard's Cormittee

Ty
QOmm eng s
g approval of the salary payments involved.
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Approved.
Rep
or £ e s : Tt 3 ¢
. t of Committee on District #4, recommending the appointment of ILir.
OSGPh
B 2 :
+ Shea, president of the Joseph Horne Company of Pittsburgh, &s &

irecto

r of ;

5 Of the Pittsburgh Branch for the unexpired term of lr. Charles W

I‘o-m
m, 4 _

' U8Ceased, ending December 51, 1928.

o Upon motion, Mr. Shea was appointed a director of the
5ittibur@1 Branch for the unexpired term ending December
y 1928,

The g
“8Cretary then presented a telegram dated April 25th from lir. A. Ce

Sehy
einer -
» 8dvising that he can not accept appointment by the Board as a

etOr
Of the San Antonio Branch for the unexpired term ending December

31 ] 1929 s

< Noted, and referred back to the Cormittee on District
#l1 for recommendation.

The g
€Cretary then read to the Board draft of a letter to the Governor

U
® Fe
By deral Reserve Bank of Z2ichmond, prepared by the Governor of the
ap
Y CONt 4 yoms
" Afirming telephone conversation reported to the Board on April 24th

limu;ve.to the action of the directors of the Richmond bank in directing
%ion of inyestment securities held by the bank.
Upon motion, the letter was approved as submitted.
e dated April 25rd from the Deputy Governor of the Federal Reserve

By
Tk o
f
Yo New York, with respect to gold exports since November 10th and the

tinn .
S Increase in the use of Federal Reserve credit; the letter also

Sety. .
ttlng Phs
th changes in currency circulation, member bank reserve resouire-
8

y an LS, Y » 5
4 the effect of sales of securities on the discounts of the Federal
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The above letter, having been circulated among &ll
Members of the Board, was noted.

't
Smorandum from the Assistant Secretary dated April 25th, recommending
Apro
v . ¢ X 1
81 by the Board of the following changes in the inter-district time

SCheg,
Q - < s . .
le, 8ll of which are agreeable to the Federal Reserve banks concerned:

»
rrSm Little Rocx to san Francisco From 5 days to 4 days
" ! it " Jacksonville AL A e A Y
“ i " " Portland " 5 M WA
W "_ i "  Denver i KT Hiaea sl
w “Ouisville " Seattle RREE R e e S
n ,_" " Los Angeles " Sl W gt
w comphis " Baltimore WL e s
R *  Richmond e iR e
w Ste Louis " Boston S R B
Ry " Helena N T e O
oo " Jacksonville e L i B
n " Portland " 4 " "3 "
n Omaha " 5t. Louis W liday M 2. M
Boston " St. Louis R0 Do S S
Approved.

8t
A bor dated April 26th from Hornblower, liiller and Garrison, New York
it

 Submy tting an application for approval and reservation by the Board

Ofth

e .

¥ title of "Federal Discount and Investment Trust" for a corporation
iey .
P Whids proposed to orcanize under the terms of Section 25 (a) of the
8dg
o Reserve sct,

After discussion, the above letter was referred to
Uounsel for an opinion as to whether the Board has authority
t0 disapprove the use of the word "Federal" in the title of
8 corporation organized under the Zdge Act, and also whether
?he Board may revoke permission previously granted for the
Inclusion of that word in the title of a corporation already
Organized.

Re
Port of Committee on District #5 on letter dated April 17th from the

ch*‘ixman

" Of the Federal Reserve Bank of Richmond, advising that subject to

9
8
DPPOVal of the Board the directors of that bank have authorized the
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immed-
ia
e construction of a tunnel connectine the new building of the
Balt iy
OT® Branch with the Postoffice building at Baltimore, and to ac-

cept
an
offer from George A. Fuller and Company, contractors for the

Balt'
img -
rq buildlng, to execute the work for a fixed total price of 331,200,

oy
§°Vldea 1t can be undertaken before their persomnel and equipment is moved
r

; ™ the Braney premises, the total cost, including architects fees, veing
8t i
‘timdted at 35,700, Mr. Jsmes, on behalf of the Committee, reported that
o

: neeessary authority for the construction of the tunnel has been secured

m the
TreaSury Department and that the Committee recommends approval of

e 80+ s
Gty ~ :
On of the Richmond directors.

Upon motion, the action of the directors was
approved.

7 T ;
this point, lMr. Platt left the meetinge.
Yema.
Morandum gated April 12th from Counsel, submitting draft of a letter

Oth
8
Federa1 Reserve Agent at Atlanta, with reference to an application
byt 2

€ ¢
e 0mptroller of the State of‘Florida for the cancellation of 120 shares

8depgy -
or al Reserve Bank stock held by the Southern Bank and Trust Company
Miam :
X4 the affairs of which have been taken over by the State Comptroller,

a1t;

Or;zuph *he Southern Bank and Trust Company has not been declared insolvent

auﬂujfed in 1iquidation; the proposed letter stating that the Board is not

thatzlzed to approve the application of the Comptroller of the State and

hmtekm Membership of the Southern Bank and Trust Company can not be term-
) eXcept after gsix months' written notice of intention to withdraw

i SYstem or unless expelled from membership for violation of the
Va4

81g :
ns of the Federal Reserve ict or the Board's regulations.
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the gg::: discussion, the proposed letter was referred to
mor with power.
ofuraft Of letter to the Chairman of the Committee on Banking and Currency
: the Senate, referring to an oral request made by the Chairman of the 7ice
Wep,
Onfrnor Of the Board for an expression of views regarding H. R. 10151, a
bal %0 ameng Section 9 of the Federal Reserve ict so as to permit all state
a:&x ad tygt companies which are members of the Federal Reserve System to
theéwnerally as depositaries of public moneys amnd as financial agents of
i SOVe rnment, when designated for that purpose by the Secretary of the
SL:]
"WY3 the proposed lstter stating that although the bill is of more

Intg
rest
Y0 the Treasury Department and the Comptroller of the Currency

thy
n tq
i the Federal Heserve Board, the Board would interpose no objection to
8 enactmen %
the n

lrea
0 mary Department has prepared a letter to the Chairman of the Senate
%nittee

The Comptroller of the Currency stated that he wnderstands

» Sugpesting some amendmsnt of the bill in questione.

the Upon motion, the proposed letter was then referred to
Governor with powers
3

8 3¢
Cretary then submitted letters exchanged with the Federal Reserve

4
Snt
at pps
% Phll‘ddelphia, with reference to applications for reductions in
Sg
requy , P ; o i
Yoq ®quirements from 105 to 7% of demand deposits, filed with the
Sra)
s Reserve Agent by the following outlying banks in the city of Phila-
Phig, v

Oxford Bank and Trust Company

Second lational Bank

Northeast National Bank of Holmesburg
Northeast-Tacony Bank and Trust Company
National Bank of Germantown

Broad Street National Bank
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He al80 presented a similar application addressed direct to the Board
b o i ’ '
Y ¥he Ninth Bame and Trust Company of Philadelphia, He stated that no

y y 3
ImrecOmmendation for approval or disapproval has been received from the

Fe : i i i !
derg) feserve Agent at Philadelphia on the applications filed with him,

but - » -3 v" 3 »
that the Federal Reserve Agent recommends that a hearing regarding the

a : o s : 3 wh i
pp]'C‘E‘tions be granted the Clearing House Association of Philadelphia which

i
nterested in the applications.

after considerable discussion, the Secretary was ;
directed to prepare and submit to the Board an analysis
Of the condition and character of business of the sev-
®ral banks filing the applications.

a general discussion then ensued with respect to the reserve requirements

of
g s
Mbe p banks, quring which Mr. 2iller moved -

"Effective at a date to be fixed later, the reserve
¢lties or Boston, Philadelvhia, Cleveland, St. Louis

8nd San Francisco be designated by the Board as central
Teserve cities."

lir. Hamlin moved as a substitute for lr. Kil%er's
Motion that the proposal contained therein be laid on
the table and referred to the forthcoming meeting of

® Federal idvisory Council for discussion and recom-
Mendation,

3 % 1 3 i
Lr, Hamlin's substitute motion, being mt by the Chair,
V88 carried.

Ur. o it f iderati
r‘ﬁlller then stated that he wished to submit for consideration another

Ty
e _ : : % g
seq Motion on which he would not recuest immediate action, as follows:

"That Counsel be instructed to prepare draft of an
&mendment to the Board's Regulations which would fix
Seven days as the minimum limitation on advances to
Member banks on their promissory notes secured by el-
18lble paper or government securities."

-After discussion, Mr. Miller's proposed motion was
laid on the table.

SER
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ated

Dated

4y hprid o5y,
» April 23pq,

» 4pril 24tn,

|
=~}

0=

COMMITTEES:

Recommending changes in stock at Federal Zeserve Banks

26th, as set forth in the Auxiliary liinute Book of this date.
Recommendat ions approved.

Recommending action on applications for fiduciary powers

as set forth in the Auxiliary lMinute Book of this date.
Recommendations approved.

Recommending action on an application for admission of

a state bank, subject to the conditions stated in the

individual reports attached to the application, &s set-

forth in the Auxiliary lliinute ook of this datee.
Recommendation approve

24th,

The meeting adjourned at 1£00 paeme
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