June 29, 1955
Internal Memorandum

Interview with Mr. Charles J. Rnoads =t Brvn Mzwr

Hlr. Rhoads, who was the first governor of the Federal Reserve Bank of
Pailadelrhis, is the only one of the original governors now alive. dJde is & men of
32 but still teil, active and very alert. He belonzgs to an cld Lusler fanily waich
ceme over to this country with Williem Penn end settled in & part of Pennsylveniz oc-
cuzied mostly by veorle of WelBn encestry. His femily hzve been makers of leataer beit-
ing for seven gznerzticns.

Mr. Raoeds lives on a SJ-scre farm not fer frem dryn riawr College with &
stone house built zbout 1700, & series of deiizhtful formal gzardens laid out oy 2is
wife, nis own cowe, chickens and spring weter tasting of iron. He grows ail his own
vegetables, and, in generel, lives the iife of & cultivated and delightful country
gentleman of wide exp=rience zad fine taste.

Mr. Zhoads wes z trust officer of tie Girard Trust Company wisn tie Federal
Reserve Act wzsz nassed. He clelms that ais spprintment to the first governorshin of tae
Federal Reserve Bank came about by accidsnt. He was telking with the president of the
Girard Trust Compeny 2nd expressing some indigaztion that =z prominent banker, wio had
been offered the post, would not teke it. Asked 1T ae aimser!
"Certainiy," and witiin a saort time his appoin@meat zrrived from Wasning on.

He szid taat he went into ths job entirsiy green, 'mowing nothing more about
banking than the trust business of the company witn whica 1o nad been working, sut,
seid he, everybody else was in the same boat wita tas poscible excention of Ben Stiong

4 peen working in connsction with

f\)

and Paul Werburg. It wes h1is impressiocn taat Streng 1
tre Aldrich Coznittee, 2nd Werburg, of courcs, hzd Euroreszn sicerience in ceatral
benking beaind aim.

Mr. Raosds' zdzirstion for Warourg gzoes very deep. Anpareni.y, tis two men
vere temperamentzlly scmevhat alike, snd Mr. Faoeds hed & regerd for tie older man's

wizdom which still continues. He cuoted Paul Jarburg es sering, "Wever iet your siort-

tern money zZet to ummenageszble prorortions. You must refund." And he drew various
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examples to prove how few people remember that. He spoke in particular about the present

Tressury, wiica in his opinion has too lerge a proportion of saort-term psper out. He

taemselves so flooded wita shori-term paper in tne

also spoke of the French wno found
2920's thet -men tasy zhould heove refunded in 1926, taey found it cuite impossible,

s

jetcil siould be edded to dr. Rrozds' account of 2is appointment to itae
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zovernorsaip as "by ciasnce." His fataer was tn

218 Woodrowr Wilazon zot is first treining as 2 rrofessor a
Rro0eds remenbers Woodrow
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2 admired aad very oriilicnt youn., professor, wraen he ains
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tne nene ERZ tae cppointment come up and ey heve hed To do wita aiz spesd; zccentance

es the cccentznce of the cdues of the newly riscde membsr banks. He
tor after the banks opened wnich must aave been the
£ session cevoted to mutusi =cuca-

Jf this conference, Mr. Strong was Cozirmen aad
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tion of the various representutives,

Hr. Jemes Curtis of the e Yo Ail the new probiens of tas newly
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created Federsl Reserve beznis -rere icid oa the teblie 2nc discussed at thet session. dr.

ur. Strong, tmor ae seems to place

taere, Otnervise, 1e rememoers

uovernor Seay of Ricamond, uovernor Aiken of Boston, Governor Kains of San Francisco,

Gnveraor HMeDougal of Caicego. Tas rest zre dim in ais mind.
Asked if he recalled Joe Zeca miiler of Kenses City, ne szid tazt h1e remembered
aim but that Mr. Miller mede no particuler impression.

Lfter the week's sessions, tie recomrendsations of this first meeting of
the Uovernors' Conference were taken to the Board.
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Mr. Rhoads regarded Mr. Warourg as the strong man of this group, but he ailso

thought that Mr. Delsno was vsiusble. He 1a8d no perticular regard for Mr. damiin, He

taought that Adolph Miller was not perticularly valuable waen he started but that he

beczme more so as tae vears went on and that he did show & cepecity for learning, wanica

nas not been credited to aim by other people. Mr. Rnozds and his wife motored in Caii~

(&3

fornia with Mr. and srs. Miller zt one time, and he too remembered & didactic and deter-

nined man who was ~uite sure thet e knew the answers to every cuestion.

dr. Bnosds zteyed with the Federzl Ressrve Bank of Philedsipnaia only for four
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Lzter 2 beak in petalehen, Pennslyvanie found t-o of h
2nd the man wno had been tacugat to be a thief vas dramaticeliy freed.;‘ﬁr.

Roads seid taat in the oeginaning taere wes very tittle entausiazm for the new Federel

Thzve was competition between the clesring house and the new benk, and as the ciearing
aouse in rhilsdeiphia pleyed & very importznt role in tae city, this competition made

for frictions. However, tine conflict with the new Federsi Reserve Bank grzduslly died
awey, snd the clesring house shed tahe functions vhich had been tcken over. Howvever, tiis
cid not mean the end of trouble. In 1929 the old schisms were regpened. It was extrene-
iy difficult to get clearing house members, members of the Federal Reserve System, and
non-clesring house members itogether to formulate eny kind of 2 poiicy on waich they couid
all agree., In the beginning there wes a constant tendency of certain banks to over-

borrow snd to refuse to keep up taeir reserves. They were irked by the coatrols waich

the new Act imposed on member banks, and they had no hesitency in making their irritation
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known.

Mr. George Norris was a friend of Mr. Rhozds, an active and good Democrat.
He was approached and promised the Camptrollersiip of the Currency under McAdoo, but
sometaing slipped. He started the Federzl Land Banks and laid out their administre-
tion.

Joan Sxelton Willisms, who was actually appointed to the Comptrollership
under Woodrow Wilson was "tae only man I ever knew who could strut sitting down."
Tais parase has been mentioned to me before, and it was apparently common among men
who, like Mr., Rhoeds, did not like Willianms,

0f McAdoo Mr. Raoeds szid that he came tinged with the reputztion waich
gathered around his oromotion of the subveys under the Judson. Apperently, a lot of
peopls lost money in this. In Mr. Rhozds' opinion, Mr. Mcidoo mishandled the rail-
rozds during the wer. Nevertaeless, he wes a personality to be recognized znd a
periner of George Franklin end Joseph Cotten. (More can certainly be gataered on
these points.)

Of W, P. G, Harding Mr. Rhoads said that his memory was that he was &
nolitical zpoointee znd something of & rrofessional soutierner, but it was obvious taat
he learned the job as he went along.

One story of = moment of tight monsy is worth noting. A moment came at the
Girerd Trust Compsny wnen money grew very tight, and currency wss hard to come by.
lr. Morris, hesd of the Uirard Trust Company, told Mr. Rhoads tast Betalchem Steel
always peid their workers in gold, and tazt he should get in enough for a mqpth or so.
The cuestion was where such an emount of gold for weekiy pesymentis couid be obtained.

a5
Mr, Wayne of the Americen Express, who«ie»a friénd, told Mr. Rhoads tazt he knew of a
gold supply which could be had for a very smell premium, 1/8 of a cent per hundred
dollars. It was the American Express Gold Hdoard in Canada which weas thus opened to
the Girard Trust Compeny's use. Taey moved immedistely to get it into Philsdelphie

and were thus 2blzs to provide the Bethlehem Siteel with sufficient gold currency to pey

their men.
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