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Govermor Bcecles, . . . . Subject:_ Letters trensmitting further
lr. Wyatt, General Counsel. emendments to Banking Act of 1935.
ero 16—852
M

In accordance with your request I am handing you herewith
letters to Senators Fletcher and Glass and to Representative Steagall
trensmitting certain suggested amendments to the Banking Act of 1935
in the form in which it passed the House of Representatives.

These amendments include the followings

l. All amendments which you recommended to the House Banking
and Currercy Committee but which were not adopted.

2. Amendments necessary to restore the salary and retire-
ment provisions of the originel bill in amended form.

3« The compromise amendment requiring nonmember State banks
having denosits of $500,000 or more to become members of the Fed-
eral teserve System on or before July 1, 1937 in order to have
their deposits insured.

4. The substitute amendments to the Clayton Act and section
32 of the Banking Act of 1933 recently approved by the Board.

5. liscelleneous technical amendments.

In accordance with my understending with you the Clayton Act
amendment would become effective January 1, 193¢ instead of February 1,
1936« You authorized me to make this change on account of the fact that
a varagrash of the Cle;ton Act which would not be repealed authorizes
any person lawfully elected a director or appointed an officer or em-
ployee to serve for a year after his election or appointment.

lir. Oliphant has suggested thet section l4(a) of the Federal
Reserve Act be amended so as to authorize the Federal Reserve banks to
deel in silver as well as gold coin and bullion, but I heve not incor-
porated such an amendment because it may become controversial and I have
rnot had an opportunity to discuss it with you.

Inasmuch as the JSoard voted to have these letters prepered,
Ure lorrill thinks they should be avproved by the Board before being
sent out.

Respectfully,

S

Walter Wyaty,
General Coédnsel.
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Honorable Duncan U. Plot.hor.'; Chairman, \ :,/"-"'
Committee on Lanking and Curreney, y
United States Senate, ‘
mm"‘. D. Co
My dear Sexator Fletoher: |
i
Following my test before the Subcommittee of the

Senate Committee on Banking Currency which is conducting hear-
ings oa the propesed Banking of 1956 (8. 1715) there was filed
with the Committee a containing drafts of a number of
amendments to the bill as ori introduced (d. R, 65357 and

8. 1716) which I had recommendpd to the Committee on Banking and
Currency of the House of Repregpentatives and which are published
in the report of the hearings before the Senate Subcommittes, com-
mencing om page 320. !

I am now incleosing for the consideration of your Commit-
tee a memorandum containing in suggested amendments to H. R.
7617 in the form in which it passed the House of Representatives.
Some of these amendments are designed to effestuate changes in the
bill which I recommended to Banking and Currency Committee of
the House of Hepresentatives but which were not adopted by the House
of Representatives and others are designed to make further changes
in the bill in the light of further study mnd discussions which have
taken place since the bill passed the House of Representatives. The
memorandum contains a brief explanation of the purpose and effect of
each amendment; but I desire to add further comments regarding cer-
tain of the more important amendments.

The first amendment g in the inelosed memorandum
pertains to the insurance of deposits of State banks which are not
members of the Federal Reserve Bystem. As you know, the existing
law denies to nounmember banke July 1, 1987 the benefit of the
insurance of their deposits by the Federal Deposit Insurance Corpora-
tien) but this provision would repealed by the bill in the form
in which it passed the House of 1wuum.

The Federal Reserve lm has heretofore gone on record
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llonorable Duncan Ue. Fletcher - 2

as favoring unanimously the unification of all commereial banking
under Federal supervision and the Board is still of the opiniomn that
such an accomplishment would be distineotly im the publie interest
and is essential to ayy fundamental reform in our banking s ystem.
The Board is of the opinien that it would be a distinet step backe-
ward to repeal the provision of existing law which regquires all in-
sured nonmember Stete banks to become members of the Federal Reserve
System by July 1, 1937 in order to continue to have their deposits
insured by the Federal Deposit Insurance Corporation. The Board
believes that this requirement ghould be retel ned as proposed in the
originel House bill and as proposed in the Senmate bill (page 37,
line 18).

llowever, if the provisipons of existing law on this subject
cannot be preserved, it is suggested that the first amendment con-
tained in the ineclosed memorandum be adopted as a compromise. Thig
amendment would exempt from the requirement all banks now in existence
whose average deposits amount to less than §500,000, thus exempting
& large number of small banks which hold in the aggregate only a very
small pertion of the total deposits of the country and which feel that
they cannot afford to be members of the Federsl Reserve System, prin-
cipally beeause of the fact that membership would deprive them of
the privilege of collecting exchange charges on checks presented to
them for payment by the Federal Reserve banks. It is estimated that
6,644 banks would be exempted by this amendment and that only 2,038
nonmember Btate banks now insured would be required to beoome members
of the Federal Heserve System by July 1, 1937 in order to continue
to have their deposits insured.

The inclosed memorandum also suggests substitutes for sec-
tions 307 and 329 of the bill which would revise section 82 of the
Banking Aect of 1933 and the provisions of the Clayton Antitrust Act
relating to interlecking bank directorates. It was proposed in the
bill as originally introduced to simplify the provisions of the
existing law on this subject and to sliminate the necessity of the
Federal Leserve Soard passing upon thousands of individual cases
and issuing individual permits. The bill as originally introduced
would authorige the Soard to make exceptions by general regulations;
but, after further study, it is believed that it would be preferable
to provide for no exceptions except those stated in the statute itgelf.
The substitute seections would incorporate in the statute all of the
exceptions which the Board believes to be desirable.

-




Honorable Duncen U. Fletcher - 3

I sincerely hope that your Committee will give favorable

consideration to the amendments to . R. 7617 suggested in the
inclesed memorandum.

Very truly yours,

M, 8+ Eccles,
Governor.

Inclosure.
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Honerable verter Glass, Chairman,

Subcommittee on iLometary Feliey,
Bankirg and Deposit Insureance,

United States Senste,

hashington, D. Ce

My dear Senator Glass:

Following my testimony before your Subcommittee, there
was filed with the Subcommittes a memorandum containing drafts of
a number of emendments to the bill as originally introduced
(He He 5357 and S. 1715) which I had recommended Lo the Comittee
on Benking and Currency of the !{louse of Representatives and which
ore published in the report of the hcarings before your Subocom-
mittee, commencing on page 320.

I em now inclosing for the consileratien of your Subcem-
. mittee a memorandum containing certain suggested amendments te
He Re 7617 in the form in which it passed the House of Hepresenta-
tives. Some of these amendments are designed to effectuate changes
in the bill which I recommended to the Banking and Currency Com-
mittee of the House of Kepresentatives but which were not adopted
by the liouse of iepresentatives and others are designed to make
further changes in the bill im the light of further study and dis~
cussions whiech have taken place since the Llll passed the Houge of
Representatives. The memorandum oontains a brief explanation of
the purpose and effect of each amendment; but I desire to add
further comments regarding certein of the more important emendments.

The firet emendment suggested im the inclosed memoramdum
perteine to the insurance of deposiis of State banks which are not
members of the Federal Reserve System. 4As you kuow, the existing
law denies to nonmember banks after July 1, 1837 the benefit of
the insurence of their deposi‘s by the Federal Deposit Insurance
Corporations but this provision would be repesled by the bill in the
form in which it passed the House of nepresentatives.

The Federal Reserve Bourd has heretofore gone om record
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. lonorable Carter Glass -~ 2

as favoring unanimously the unification of all commercial banking
under Federal supervision and the Board is still of the opinien
that such an accomplishment would be distinetly in the public in-
terest and is essential to any fundamental reform in our banking
systems The Doard is of the opinion that it would be a distinet
step backward to repeal the provision of existing law which requires
all insured nonmember State banks to become members of the Federal
Heserve System by July 1, 1937 in order to continue to have their
deposits insured by the Federel Deposit Insurence Corporation. The
Board believes that this requirement should be retained as proposed
in the original House bill and as proposed in the Senate bill

(page 37, line 18),

However, if the provisions of exisgting law om this subjeot
cammot be preserved, it is suggested that the first smendment con-
tained in the inclosed memorandum be sdopted as & compremise. This
amendment would exempt from the requirement all banks now in exis-
tence whose average deposits smount to less than $500,000, thus
exempting a large number of small banks which held in the aggregate
only & very small portion of the total deposits of the country and
which feel that they cannot afford to be members of the Federal
Reserve System, principally because of the fact that membership

. would deprive them of the privilege of ecolleeting exchange charges
on checks presented to them for payment by the Federal Reserve banks.
It is estimated that 5,644 banks would be exempted Ly this amendment
and that only 2,038 nonmember State banks now insured would be re=-
quired to become members of the Federal Reserve System by July 1,
1987 in order to continue to have their depesits insured.

The inclosed memorandum also suggests substitutes for seo-~
tions 307 and 329 of the bill which would revise sectiom 32 of the
Benking Aot of 1933 mnd the provisiens of the Clayten Antitrust Act
relating to interlocking bank direcloratess. It was proposed in the
bill es originally introduced te simplify the provisions of the
existing law on this subject and to eliminate the necessity of the
Federal Reserve Board passing upon thousands of individusl cases
and issuing individual permitse The bill as originally introduced
would authorize the Board to make exceptions by general regulasiecns;
but, after further study, it is believed that it would be preferable
to provide for no exceptions except those stated in the statute
itself. The substitute sections would incerporate im the statute
all of the exeeptions which the Board believes to be desirable.
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' Honerable Carter Glass -~ §

I sineerely hepe t your Subcommittee will give favor-
able consideration to the s to H. R. 7617 suggested in the
inelosed memorandum. .

Very truly yours,

M. 8. Eooles,
Joverner.
Inclesure,
/emb
120, |y
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