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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

September 15, 1927.

The third meeting of the Federal Advisory Council for the year 1927 began infor
mally in the Vice-Presidential Suite of the Mayflower Hotel, Washington, D. C., on 
Thursday, September 15.

The President, Mr. Wetmore, called the meeting to order at 10:15 A. M.

Present:

Mr. Arthur M. Heard District No. 1
Mr. J. S. Alexander District No. 2
Mr. L. L. Rue District No. 3
Mr. Harris Creech District No. 4
Mr. J. F. Bruton District No. 5
Mr. P. D. Houston District No. 6

Mr. F. 0. Wetmore District No. 7

Mr. Breckinridge Jones District No. 8

Mr. Theodore Wold District No. 9

Mr. P. W. Goebel District No. 10

Mr. B. A. McKinney District No. 11

Mr. H. S. McKee District No. 12

Mr. Walter Lichtenstein Secretary

On motion duly seconded, the minutes of the Council meeting of May 19-20, 1927, 
copies of which had been previously sent to the members, were approved.

The death of Mr. C. A. Morss which occurred on July 5 of this year was reported 
by the Secretary. The following resolution was adopted:
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KfMolutio■■ nnanSmooHlj' adopted by the Federal Adyioory 

('»■■■■ «'il in HrNNion at W jinIi Jii^ton, D.C. September 15, 1027

FEDERAL ADVISORY COUNCIL

THE MEMltERS OF THE FEDERAL ADVISORY COUNCIL 

DESIRE TO GIVE EXPRESSION TO THE PROFOUND 

SORROW CAUSED BY THE DEATH OF THEIR FORMER 

COLLEAGUE, CHARLES ANTHONY MORSS WHICH 

OCCURRED ON JULY 5, 1»S7.

MR. MORSS WAS BORN IN BOSTON ON JULY 13, 1S57, 

AND FOR MANY YEARS WAS PROMINENT IN THE BUSI

NESS AND FINANCIAL LIFE OF HIS NATIVE CITY. FOR 

FIVE YEARS MR. MORSS WAS THE GOVERNOR OF THE 

FEDERAL RESERVE BANK OF BOSTON AND FOR 

THREE YEARS A MEMBER OF T H IS  COUNCIL, AND 

DURING THE LAST YEAR ITS VICE PRESIDENT. IN 

THESE CAPACITIES HIS UNTIRING EFFORTS WERE 

GIVEN TO BUILD UP THE FEDERAL RESERVE SYS

TEM, AND HE MAY WELL BE REGARDED AS ONE OF 

THOSE WHO HELPED TO PLACE THE BANKING SYS

TEM OF THE COUNTRY' UPON ITS PRESENT F IRM  

FOUNDATION. AS A MEMBER OF THE FEDERAL ADVI

SORY COUNCIL, THE ADVICE AND COUNSEL OF MR. 

MORSS WAS OF THE GREATEST VALUE AND HE EN

DEARED HIMSELF BY BIS KINDLINESS AND COUR

TESY TO ALL HIS FELLOW MEMBERS.

RESOLVED THAT THIS RESOLUTION BE SPBEAD UP

ON THE MINUTES OF THE COUNCIL AND THAT A COPY’ 

THEREOF BE SENT TO MR. MORSS’ FAMILY AS AN EX

PRESSION OF THE HEARTFELT SYMPATHY OF THE 

MEMBERS OF TRE FEDERAL ADVISORY COUNCIL.
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At the request of Mr. Heard, the Secretary had sent to members of the Council 
previous to the meeting a copy of a letter dated June 29, 1927, from Mr. Ashton L. Carr, 
Vice President of the State Street Trust Company of Boston, dealing with the desirability 
of having audited statements required by Federal Reserve banks in connection with 
rediscounted paper. The President was asked to inquire of the Federal Reserve Board 
whether any progress had been made in respect to the following request made by the 
Council on September 17, 1926:

“Attention has also been called to the Federal Advisory Council that the 
various Federal Reserve banks have different practices and requirements as to the 
form and character of the statements to be filed by companies. The Federal Advisory 
Council believes that the requirements and statements should be standardized and 
that companies having one or more subsidiaries should be required to file with their 
banks of deposit a consolidated statement and detailed statements of all their 
subsidiaries.”

In reference to topic No. 1, the following recommendation was adopted:

The Council would consider it impractical to make a rule requiring audited 
statements in connection with bills discounted for member banks.

Mr. Heard was requested to write to Mr. Carr giving him the opinion of the Council 
as expressed in the above recommendation.

In reference to the topics suggested by the Federal Reserve Board whether any steps 
should be taken in reference to the apparent tendency toward the conversion of deposits 
from demand to time classification, it was voted to ask the Federal Reserve Board for 
further facts based on studies made by the Federal Reserve Board. It was further voted 
to ask the Federal Reserve Board to withdraw the question for the present as there was 
some danger that it might become a political issue if agitated at this time.

In reference to the topic, question of eligibility of notes endorsed by officers of non
member banks, the following recommendation was adopted:

The Council does not consider the mere fact that paper has been endorsed by 
an individual who happens to be an officer of a non-member bank as making such 
paper ineligible for rediscount.

It was voted to request the Federal Reserve Board to discuss with the Executive 
Committee of the Council the question of changing the system of present periods for 
reserve requirements before putting any changes into effect.

Mr. Wold had suggested a topic: “The policy of the Federal Reserve Board in ap-
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proving changes in open market and discount rates.” It was felt that this topic was 
really a part of the larger question which had arisen as a result of the action of the Federal 
Reserve Board in ordering the Federal Reserve Bank of Chicago to lower its rediscount 
rate, which order had gone into effect on September 7, 1927.

The President, Mr. Wetmore, made a statement in reference to what had occurred, 
communicating to the Council the various letters and telegrams which had passed be
tween the Federal Reserve Board and the Federal Reserve Bank of Chicago.

The meeting adjourned at 1 P. M.

W A L T E R  L IC H T E N S T E IN ,

Secretary.
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

September 15, 1927.

At 2:30 P. M. the members of the Council reassembled in the Vice-Presidential Suite 
of the Mayflower Hotel, the President, Mr. Wetmore, in the Chair.

Present: Mr. F. O. Wetmore, President; Mr. J. F. Bruton, Vice-President; Messrs. 
A. M. Heard, J. S. Alexander, L. L. Rue, Harris Creech, P. D. Houston, Breckinridge 
Jones, Theodore Wold, P. W. Goebel, B. A. McKinney, H. S. McKee, and Walter 
Lichtenstein, Secretary.

Mr. Creech left at 3 P. M.

Mr. Alexander read a statement prepared by Governor Strong of the Federal Reserve 
Bank of New York in reference to the reason why the Federal Reserve Bank of New York 
had thought it desirable to reduce its rediscount rate. It was voted to discuss this situa
tion with the Federal Reserve Board.

The meeting adjourned at 5 P. M.

WALTER LICHTENSTEIN,

Secretary.
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

September 16, 1927.

At 9:15 A. M. the Federal Advisory Council reconvened in the Federal Reserve 
Board room, Treasury Building, Washington, D. C., the President, Mr. Wetmore, in 
the Chair.

Present: Mr. F. O. Wetmore, President; Mr. J. F. Bruton, Vice-President; Messrs. 
A. M. Heard, J. S. Alexander, L. L. Rue, Harris Creech, P. D. Houston, Breckinridge 
Jones, Theodore Wold, P. W. Goebel, B. A. McKinney, H. S. McKee, and Walter 
Lichtenstein, Secretary.

The recommendations formulated in reference to the topics (Nos. 1 and 2, attached 
hereto and made part of these minutes) were formally adopted for presentation to the 
Federal Reserve Board.

The Secretary read a wire from Mr. W. J. Duggan addressed to Mr. Wetmore, 
suggesting the appointment of a special commission of economists to assist the Council 
in reference to a study of rediscount rates. The wire was placed on file, no action being 
taken.

The informal discussion in reference to the Chicago Federal Reserve Bank situation 
was continued.

WALTER LICHTENSTEIN,

Secretary.
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MINUTES OF JOINT CONFERENCE OF THE FEDERAL ADVISORY COUNCIL
AND THE FEDERAL RESERVE BOARD

September 16, 1927.

At 10 A. M. a joint conference of the Federal Advisory Council and the Federal 
Reserve Board was held in the Federal Reserve Board room.

Present: Members of the Federal Reserve Board:

Acting Governor Edmund Platt; Messrs. C. S. Hamlin, A. C. Miller, G. R. James, 
E. H. Cunningham; also Messrs. W. L. Eddy, Secretary, and J. C. Noel, Assistant 
Secretary, and E. A. Goldenweiser, Director of the Division of Research and Statistics, 
Federal Reserve Board.

Present: Members of the Federal Advisory Council:

Mr. F. O. Wetmore, President; Mr. J. F. Bruton, Vice-President; Messrs. A. M. 
Heard, J. S. Alexander, L. L. Rue, Harris Creech, P. D. Houston, Breckinridge Jones, 
Theodore Wold. P. W. Goebel, B. A. McKinney, H. S. McKee, and Walter Lichtenstein, 
Secretary7.

The President of the Council, Mr. Wetmore, called the meeting to order.

Mr. Wetmore made a statement in reference to the situation created by the action 
of the Federal Reserve Board in ordering the Federal Reserve Bank of Chicago to reduce 
its rediscount rate. Mr. Wetmore stated that the Council was not considering the legal 
aspect of the question but was merely interested as to whether the Federal Reserve Board 
had pursued a wise policy in the action which it had taken.

The minutes of the Federal Reserve Board bearing on this action were read as was 
also the letter of September 2 of Mr. William A. Heath, Chairman of the Board of the 
Federal Reserve Bank of Chicago, addressed to Governor Crissinger.

Mr. Cunningham, in the discussion which followed, stated that he had been the one 
who had moved the resolution which had instructed the Federal Reserve Bank of Chicago 
to reduce its rediscount rate. In further explanation of his position, Mr. Cunningham 
gave to the members of the Federal Advisory Council copies of the following statement 
which he had made at a meeting of the Federal Reserve Board on July 13, 1927:

“Realizing that the question of a credit policy by the Federal Reserve Banks may 
come up for discussion and consideration during my absence, I desire in this mem
orandum to present my views relative to such policies so far as can be discerned 
at this time:

“First. In the absence of any material change in existing credit conditions between 
this date and August 15, 1927, I would favor a reduction in the discount rate of 
the Federal Reserve Banks on or about August 15, 1927. I believe such action
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would have a very stimulating effect on the marketing of crops and on general 
business activities during the fall season, without giving undue encouragement or 
added impetus to stock market activities.

“Second. I do not favor additional Open Market purchases by the Open Market 
Committee unless or until it has been fully demonstrated that the reduction in the 
discount rate has not created the ease in the credit situation that was expected.”

The meeting adjourned at 11:30 A. M.

WALTER LICHTENSTEIN,

Secretary.
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

September 16, 1927.

At 11$5 A. M. the Federal Advisory Council reconvened in the Federal Reserve 
Board room, Mr. Wetmore in the Chair.

Present: Mr. F. O. Wetmore, President; Mr. J. F. Bruton, Vice-President; Messrs. 
A. M. Heard, J. S. Alexander, L. L. Rue, Harris Creech, P. D. Houston, Breckinridge 
Jones, Theodore Wold, P. W. Goebel, B. A. McKinney, H. S. McKee, and Walter 
Lichtenstein, Secretary.

The following resolution w'as presented:

“ The Federal Advisory Council has reviewed the facts before it relative to the reduction in 

rates of discount at the several Federal Reserve banks during the past few weeks.

“ The Council regrets that the Federal Reserve Board should have initiated or forced a 

reduction in the rate of one of the Federal Reserve banks in the face of the decision of the 

directors of that bank to maintain a 4%  rate. It does not appear to the Council that an emergency 

existed such as to justify the Board in departing from the usual practice of fixing rates at the Federal 

Reserve banks even if technically authorized by law.

“ The Council is of the opinion that this regrettable occurrence could have been avoided if a 

full and frank interchange of views between the Federal Reserve Board and the Board of Directors 

of the Federal Reserve Bank of Chicago had been had.”

The adoption of the resolution was moved by Mr. Alexander and seconded by Mr. 
Jones. The resolution was adopted. Mr. McKinney voted “no.” Mr. Heard voted 
“no,” explaining that he doubted the wisdom of passing and recording any formal resolu
tion. It was agreed that the resolution should be recorded in the minutes of the Council, 
read to the Federal Reserve Board, but that there should be no publicity of any kind.

The meeting adjourned at 12:35 P. M.

WALTER LICHTENSTEIN,

Secretary.
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M I N U T E S  OF JOINT CONFERENCE OF THE FEDERAL ADVISORY COUNCIL
AND THE FEDERAL RESERVE BOARD

September 16, 1927.

At 12:40 P. M. a joint conference of the Federal Advisory Council and the Federal 
Reserve Board was held in the Federal Reserve Board room.

Present:

Acting Governor Edmund Platt; Messrs. C. S. Hamlin, A. C. Miller, G. R. James, 
E. H. Cunningham; also Messrs. W. L. Eddy, Secretary, and J. C. Noel, Assistant 
Secretary, and E. A. Goldenweiser, Director of the Division of Research and Statistics, 
Federal Reserve Board.

Present: Members of the Federal Advisory Council:

Mr. F. O. Wetmore, President; Mr. J. F. Bruton, Vice-President; Messrs. A. M. Heard, 
J. S. Alexander, L. L. Rue, Harris Creech, P. D. Houston, Breckinridge Jones, Theodore 
Wold, P. W. Goebel, B. A. McKinney, H. S. McKee, and Walter Lichtenstein, Secretary.

The President of the Council called the meeting to order and presented to the Board 
the recommendations of the Council which had been proposed (recommendations Nos. 
1 and 2 attached hereto and made part of the minutes).

Mr. Wetmore stated that the Council had adopted a resolution in reference to the 
change in the rediscount rate of the Federal Reserve Bank of Chicago which he would 
request the Secretary to read. He stated that this resolution would be incorporated in 
the confidential minutes of the Council but not made public.

The Secretary read the resolution in question.

At 1:15 P. M. the joint conference adjourned, concluding the session of the Council.

WALTER LICHTENSTEIN,

Secretary.
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RECOMMENDATIONS OF THE FEDERAL ADVISORY COUNCIL TO THE
FEDERAL RESERVE BOARD

September 16, 1927.

TOPIC No. 1. Should Federal Reserve banks require audited statements in con
nection with the paper which they discount for member banks?

RECOMMENDATION: The Council would consider it impractical to make a 
rule requiring audited statements in connection with bills discounted for member banks.

TOPIC No. 2. Question of eligibility of notes endorsed by officers of non-member 
banks.

RECOMMENDATION: The Council does not consider the mere fact that paper 
has been endorsed by an individual who happens to be an officer of a non-member bank 
as making such paper ineligible for rediscount.
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