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S. 3700 and HR. 9814 are companion bills introduced within the
last two days to amend Section 19 of the Federal Reserve Act. This
Section prohibits the payment of interest on demand deposits. The
Bill clarifies the Section so as to give the Federal Reserve Board
the power to define the terms "time savings", demand deposits™ and
"trust funds"®. It also inserts after the present prohibition ageinst
peying any time deposits before maturity a clause reading as follows:

"except upon such conditions and in accordance

with such rules and regulations as mey be prescribed

by the Federal Reserve Board"

To exemptions from the prohibition of payment of interest on
demand deposits 1s added "trust funds". Furthermore, the Bill pro-
vides that the prohibition against the payment of interest shall not
apply to & deposit which is psyable at a2 branch of a member bank located
in & foreign country.

These two bills are somewhat like S. 3651, concerning which I

wrote you a memorandum severasl days ago.
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IN THE HOUSE OF REPRESENTATIVES

May 31, 1934

Mr. SteacaLL introduced the following bill; which was referred to the Com-

mittee on Banking and Currency and ordered to be printed

A BILL

To amend section 19 of the Federal Reserve Act, as amended,
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and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That the last two paragraphs of section 19- of the Federal
Reserve Act (U.S.C., title 12, secs. 371a—371b) are
amended to read as follows:

““ No member bank shall, directly or indirectly by any
device whatsoever, pay any interest on anv deposit which
is payable on demand: Provided, That nothing herein con-

tained shall be construed as prohibiting the pavment of

interest in accordance with the ,terms of any certifieate - -

of deposit or other contract entered into in good faith which
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QW
is in force on the date 3 kh ]
Hre—prosasons of this paragraph; but no such certificate of
deposit or other contract shall be renewed or extended unless
it shall be modified to conform to this paragraph, and every
member bank shall take such action as may be necessary
to conform to this paragraph as soon as possible consistently;f
with its contractual obligations: Provided, however, That
this paragraph shall not apply to any deposit of 51}011 bank A @)W J}
which is payable only at an office thereof locatedwﬂ/y
the-States—of.the United States ard the District-oi-Golmmebia, |
or to any deposit made by a mutnal savings bank, and shall
not apply to any deposit of public funds made by or on
behalf of any State, county, school district, or other subdivi-
sion or municipality, ws~te—aty~depeosit—ofltrasi—famds, if the
payment of interestd\with respect to such deposit of public
funds or of trust funds is required by State law.

“The Federal Reserve Board shall from time to time
limit by regulation the rate of interest which may be paid by /
member banks on time.@m leposits, and fow j AL*
purpose may classify time and savings deposits according t02 %Z
maturities, conditions respecting receipt, withdrawal, .
repayment, locations of banks or otherwise as it may deem \
necessary in the public interest, and prescribe different rates

- ' . t] ‘
for deposits of different classes. / Nobwithstanding tho—pro~
Wslonsof the—frst paragraph of this section; the-Federa~
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rd/) or waive

Saume wibre
any requirement of notice before payment of any savings

de‘posit,!e,xcept as to all savings deposits having the same

requirement kAProvia’,ed, however, Phat-the provisions of this
paragraph shall not apply to any deposit which is payable
WM&W bank lovated vutside of -the

-.States-of the~United-States and the Disitrict of Columbia.

Bvery bank whose deposits are insured under the pro-.
sions. .of -section . 12B of this Act shall comply with
the-provisions of this paragraph and the paragraph immedi-

| N | with the 1l | roculod e
by-the-Federal-Reserve-Board prrsuant thereto— Any-divecter
ex-ofheer-of -y btk who sintttave continuwed to violate.the. .

plrovistens otz 6T {he Proceding paragrapn or the rates-or-
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73|>CONGRFSS} H R 9814
A BILL

To amend section 19 of the Federal Reserve
Act, as amended, and for other purposes.

By Mr. Steacann

May 31, 1934

Referred to the Committee on Banking and Currency
and ordered to be printed





