June 82, 1938

A grester degree of uniformity 1o bank examinstion
procedure by examining agencles of the ‘edersl Covernment
snd of the state governments has been made possible through
an spreement resched by the Comptroller of the Currenecy,
the Hosrd of Governors of the Federsl lessrve System, and
the Poard of the Fedursl Leposit Insurance Corporetiom,
and comourred in by the lstional Asseclation of Zupervisors
of “tate Danks.

Coordinating with this agreement as to bank exam-
instion prectice 1s & revision of the investment regulstion
which governs the security purchases which may be made by
nationsl banks and state banks which are members of the
Federal Heserve Cystem.

The progrem of coordination stilch has been agreed wpon
concerns itself with the loans and investments which banks
may make and thelr trestment in bank examination and super-
vision.

It 1z believed that the interest of depositers will be
protacted ss in the past and that the sound banks that were
opened following the banking holiday of 1933 will contimue

to be soundly conducted and sdequately supervised iun the
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publie interest. At the same time 1t 1s hoped thet some
impetus will be given to the flow of bank sredit inte
business and industyy in the interest of sconomie rescovery
for with a persanent snd enduring prosperity will come an
added assursnce sand safety for bank depositors.

it has been sald frequently in the past few yoars
that the prectice of classifying cortain losns made by
banks as "Slow® hme deterred banks from making sound and
prof itable sdvances to business., The sgreement which has
been resched completely eliminstes the word "tlow" from
ths loan classiflcations by examiners and elesrly defines
the types of loans sisich are subjest to eriticlsm.

The sgreement minimizes the Importance of market
price or dayebyedsy fluvetustion in the cuoted value of
investuent securities in the portfolic of the bank snd
thus encourages the scqguicition of securities of invest-
ment grade for continued retention until maturity, and
dissourn;ee speculstion in securities, The treatment of
profite from appreclated sscurities will be such as to
furtber give sncouragement to sound investment prestices
by bankse
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fhe revision of the investment reguls tion governing
purchase of investment securities by mationsl bLenks and
state banks whleh are members of the Federsl leserve
System will make possible an sxpansion of bank credit
in the fleld of Bound loeal security lssues. It is bee
lieved also that olimination in this regulation ef

raferense to the ratings of securities will bring sbout
an improved prastice in the testing of the quality of
bonds in the benlks.
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