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COMPARISON OF TITLE II AS PASSED BY THE HOUSE

L-108

WITH TITLE II AS PASSED BY THE SENATE

Bill Passed by House.

Management of Reserve Benks.

Section 201 of the House Bill would
amend section 4 of the Federal Reserve
Act so that the office of Federal Reserve
agent would be abolished and the offices
of Chairman of the board of directors and
Governor would be combined in a single
chief executive to be known as the Gover-
nor, who would be appointed annually by
the board of directors, his original ap-
pointment and his reappointment every
three years being subject to approval by
the Federal Reserve Board. Upon approval
by the Federal Reserve Board, he would
automatically become chairmen of the board
of directors, chairman of the executive
committee, and a Class C director of the
bank; but, unlike the other Class C di-
rectors, he would not need to have been a
resident of the district for two years,
and he would continue as a Class C direc-
tor only during his service as Governor,
rather than for the usual three year term
to which the other Class C directors are
appointed by the Federal Reserve Board.

The changes mentioned above would
become effective ninety days after en-
actment of the bill.

There would be a Vice Governor who,
in the absence or disability of the
Governor, or during a vacancy in that of-

fice, would serve gs chief executive officer

of the bank and as chairman of the bank's
executive committee. He would be chosen
in the same manner as the Governor and

Bill Psss Senate.

Section 201 would amend section
4 of the Federal Reserve Act to pro-
vide for a chief executive officer at
each Federal Reserve bank to whom all
other executive officers and all em-~
ployees of the bank would be respon-
sible, and who would be known as the
President. He would be appointed by
the directors of the bank, subject
to the approval of the Board in
Washington, for a period of five years:
No provision would be made for him to
be a director of the bank, chairman
of the board of directors, or chair-
man of the executive committee. The
office of the Federal Reserve Agent

* would not be abolished and there

would be no change in the existing
law which provides that one of the
Class C directors appointed by the
Federal Reserve Board shall serve as
Federal Reservc Agent and Chairman of
the board of directors.

Effective immediately. ;j)(; ;~j.{
/‘i ¢ ; ,‘;/ ’/‘
/

There would be a Vice President
who, in the absence or disebility of
the President or during a vacancy in
that office, would serve as chief ex-
ecutive of the bank. He would be
chosen in the same manner and for the
same term as the President.
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Bill Passed by House. Bill Passed by Senate.

could be appointed a Class C director.

If he was appointed Class C director, he
could also be appointed deputy chairman

of the board of directors and like the
Governor, he would continue as Class C
director only during his service as

Vice Governor, and he would not be subject
to the requirement of two years residence
in the district.

Vacancies in the office of Governor Similar provision for vacan¢ies
or Vice Governor would be filled as pro- in office of President or Vice
vided in the case of original appoint- President.
ments, and for the remainder of the term
of the predecessors.

Federal Reserve bank directors, Omitted entirely.
other than the Governor and Vice Governor,
would not be permitted to serve more than
two consecutive terms of three years each,
<:: but present incumbents could serve out
their terms.

R. Admission of State Banks to Membership.

Section 202 would amend section 9 Omitted entirely.
of the Federal Reserve Act to permit the
Federal Reserve Board, upon the applica- ,7
tion of an insured nonmember bank, to B §
waive in whole or in part the require- Jﬁ AA / [/ o 7{( Y. A
ments of section 9 relating to admission : o /-" (4/4 'gj""‘L“
to the System. If such a bank was ad- R L
mitted with capital less than that re- / i ¢
quired for the organization of a nation-
al bank in the same place and its capital y
and surplus were not, in the Board's SAAAAY
judgment, adequate in relation to the e
bank's liabilities to depositors and
other creditors, the Board could re-
quire such bank to increase its capital
and surplus to such amount as the Board /f',
might deem necessary within such period ‘ b A A s
as the Board might deem reasonable; but
no such bank could be required to increase

C
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Bill Passed bvaouse.

its capital beyond that required
for the organization of a national bank
in the same place.

5. The Federal Reserve Board.

Section 203 would amend section 10
of the Federal Reserve Act so that in
selecting the appointive members of the
Federal Reserve Board, the President
would be directed to "choose persons
well qualified by education or experi-
ence or both to participate in the for-
mulation of national economic and mone-
tary policies."

4/)" -
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Bill Passed by Senate.

Section 202 would change the name
of the Federal Reserve Board to the
"Board of Governors of the Federal Re-
serve System", would change the titles
of the Governor and Vice Governor to
"Chairmen" and "Vice Chairman", and
apparently would provide for the 4/
reorganization of the Board within L
ninety days after the enactment of the q,

bill. The Secretary of the Treasury

and the Comptroller of the Currency

would cease to serve on the Board oA 13
after ninety days from the enactment 7/ '
of the bill; and each present appointive
member would cease to serve after A1 | 7

the g;gg;y=daa;gg£%od, or upon the “
earlier appointment of his successor.
The new Board would consist of
seven members appointed by the Presi-
dent, with the advice and consent of
the Senate, and serving for fourteen-
year terms, with the terms staggered
so that not more than one member's
term would expire in any two-year
period. The present provision which
directs the President, in selecting
the Board members, to "have due re-
gard to a fair representation of the
financial, agricultural, industriel,
and commercial interests, and geo-
graphical divisions of the country",
would be retained, and a new pro-
vision would be added requiring at
least two of the members to be
"persons of tested banking experi-
ence". A provision would be added
requiring that not more than four e
Board members shall be members of /Qv, :/

A



Bill Passed by House.

The Governor of the Board would
be exempted fromthe requirement that
no two appointive ‘members of the Board
may be selected from the same Federal
Reserve district.

There would be nothing to prevent
the President from reappointing present
menmbers of Board.

Upon the expiration of their terms
of office, members of the Board would
continue to serve until their successors
are appointed and have qualified.

It would be made clear that the Gov-
ernor and Vice Governor of the Board,
following their designation by the Presi-
dent, continue as such only "until the
further order" of the President. If the
Governor's designation as such should be
terminated, he could continue to serve
as a member of the Board for the remain-
der of his term; but if he resigned
within ninety days from the date of the
termination of his designation as Gov-
ernor, he would not be subject to the

L-108
Bill Passed by Senate.

the same political party, and that
members of different political

parties shall be "appointed alter-
nately as nearly as may be practicable".

Y

Reappointment of present mem- -~ /
bers is not expressly provided for, , )/
but apparently would not be pro- [
hibited if not more than four are W
of same political party.

>

The Chairman would not be re-
lieved of the requirement that not
more than one Board member may be
selected from any one Federal Re-
serve district.

Same i

Salaries of Board members would
be increased from $12,000 a year to
$15,000.

/

Board members appointed after 4
the enactment of the bill would not V//
be eligible for reappointment after

serving a full term of fourteen
years.

One of the members would be desig-
nated by the President as Chairmen J
and one as Vice Chairman of the Board,
"to serve as such for a term of four
years". The chairman would not be
relieved of the two-year disability
against holding any office, position,
or employment in a member bank if he
resigned as a member of the Board
after his designation as Chairman had
expired.

C provisions of existing law which prohibit / 0/ ALl 7
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appointive Board members who do not serve
out their full terms from holding any
office, position, or employment with a
member bank within two years after their
service on the Board.

The Board would be required to
keep a complete record of action
taken by it and by the Federal Open
Market Committee on all questions
of open market operations and all
other questions of policy, and to
include in its annual report a full
account of all such action together
with a copy of the records required

, to be kept.

4. Assignment of Duties by Federal Reserve
Board.

C Section 204(a) would amend section 11 Omitted entirely.
of the Federal Reserve Act to make it
clear that the Board may assign to desig-
nated members, officers, or representa-
tives of the Board, the performance of
any of its duties, functions or services
other than the determination of national
or system policy, the making of rules or
regulations, or the exercise of powers
which the Federal Reserve Act requires

to be exercised by a specified number of
Board members.

5. Policy Prescribed for Federal Reserve
Board.

Section 204(b) would add a new sub- The specific provision would
section at the end of section 11 of the be omitted entirely, but, as indi-
Federal Reserve Act so as to make it "the cated below, section 204 would retain
duty of the Federal Reserve Board to in section 12A of the Federal Reserve
exercise such powers as it possesses Act another provision regarding the
in such manner as to promote conditions standard for open market operations.
conducive to business stability and to
mitigate by its influence unstabilizing

C
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Bill Passed by House.

fluctuations in the general level of
production, trade, prices, and employ-
ment, so far as may be possible within
the scope of monetary action and credit
administration."

6. Open Market Operations.

Section 205 would amend section 12A
of the Federal Reserve Act, effective
ninety days after enactment of the bill.
The title of the Federal Open Market
Committee would be changed to the Open
Market Advisory Committee; and it would con-
sist of five representatives of the Fed-
eral Reserve banks (with alternates to
serve in their absences) elected annually
by the governors. of the twelve Federal
Reserve banks. The Committee would elect

<:: its omn chairman, and would meet upon
the call of the chairman of the Committee
or the call of the Governor of the Board,
but meetings would be called whenever
requested by a majority of the Committee
members or a majority of the Board members.

o~
W
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Bill Passed by Senate.

.’/

Section 884 would amend section
12A of the Federal Reserve Act, effec-
tive ninety days after enactment of
the bill, The Federal Open Mafket
Committee would consist of the seven
members of the new Board and five
annually-elected representatives of

ﬁ

the Federal Reserve Banks. One of the™

five Reserve Bank representatives
would be elected by the directors b
of the Federal Reserve Banks of
Boston, New York and Philadelphia;
one by the directors of the Federal
Reserve Banks of Cleveland, Chicago
and St. Louis; one by the directors
of the Federal Reserve Banks of
Richmond, Atlanta and Dallas; one by
the directors of the Federal Reserve
Banks of Minneapolis, Kansasg City
and San Francisco; and one for the
country at large by the presidents
of the twelve Federal Reserve Banks.
An alternate for each representative
would be elected in the same manner
as the representative. The Committee
would meet upon call of the Chairman
of the Board or at the request of
any three members of the Committee.
The present provisions for the meet-
ings. being held in Washington, and
at least four times a year, would be
retained.

/
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The Federal Reserve Board would The Committee would consider,
from time to time prescribe the open adopt, and transmit to the several
market policy of the Federal Reserve Federal Reserve banks, "regulations"
System, and it could make changes in relating to open-market transactions
the open market policy on its own in- of such banks/and "relations of the
itiative. However the Committee would Federal Reserve System with foreign
consult and advise with, and make central or other foreign banks.i]
recommendations to the Federal Reserve

Board from time to time regarding the
open market policy of the System; and
the Board would have to consult the Com-
mittee before making any change in the
open market policy on its own initiative.
The Committee would aid in the execution
of the open market policies and perform
related duties prescribed by the Board.
All transactions of Federal Reserve banks
under section 14 of the Act would be
subject to regulation, limitation, or

[1

<::' restriction by the Board. The provisions J/ , .f [///

of section 124 relating to the Board's —
power to regulate relations of the Federal

Reserve System with foreign central or

other foreign banks would be eliminated,

but apparently with little effect, since

the power to control such relations of

Federal Reserve banks would remain in the

Board under section 14(g) of the Federal

Reserve Act.

Federal Reserve banks would be re- Reserve banks would be forbid-
quired to purchase or sell commercial den to "engage or decline to engage
paper, government bonds and other such in open-market operations except

obligations made eligible for purchase in accordance with regulations
under section 14 of the Federal Reserve adopted by the Committee".

Act in the manner and to the extent re-

quired to effectuate the open market )

policies adopted by the Board; and they

would be required to cooperate in making

such policies effective.

The statement in section 12A that Present provision would be re-
open market operations "shall be governed tained, and no other standard would
be prescribed.

C
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with a view to accommodating commerce and
business and with regard to the general
credit situation of the country" would
be eliminated. As shown above, another
standard would be prescribed for the
Board in section 204(b) of the bill.

7. Discount Rates.

In addition to requiring the Federal Provision for consulting Com-
Reserve Board to consult the Committee mittee omitted entirely. Section
before making any changes on its own in- 205(b) would amend section 14 of the

itiative in the open market policy, Federal Reserve Act to require each

section 205 would also require the Federal Reserve bank to establish

Board to consult the Committee before every fourteen days, or oftener if

making such changes in the discount deemed necessary by the Board, dis-

rates of Federal Reserve banks or the count rates subject to review and
C reserve requirements of member banks. determination by the Board.

8. Requirements as to Eligibility of Paper
for Rediscount.

Section 206 would add a paragraph Section 203 would amend section
to Section 13 of the Federal Reserve Act 10(b) of the Federal Reserve Act so
to permit Federal Reserve banks, subject that whenever any member bank has
to regulation by the Board as to maturi- no eligible and acceptable. assets

ties and other matters, to rediscount available to enable it to obtain /
any commercial, agricultural, or indus- adequate credit accommodations at the
trial paper upon the indorsement of a Federal Reserve bank, any Federal
member bank, and to make advances to any Reserve bank, under rules and regu-
member bank on its promissory note se- lations prescribed by the Board,

cured by any sound assets of such member would be permitted to make advances
bank., In effect, this would abolish all +to such member bank on its time

technical requirements as to matyirity or demand notes secured to the
and other matters relating to advances satisfaction of the Reserve bank.
and discounts, and instead give the However, such notes would bear in-

Board pbwer to regulate such questions. terest at o rate not less than 1
percent per annum higher than the
highest discount rate at such
Reserve bank on the date of such
note.

/{4./, .f"?'
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9. Government Obligations and Government
Guaranteed Obligations.

Section 207 would amend section Section 205(a) contains the
14(b) of the Federal Reserve Act to same provision; but would add a /

provide that obligations of the United provision limiting purchases of direct \/
States and those fully guaranteed as to government obligations and of govern-
principal and interest by the United ment guaranteed obligations to pur-

States may be purchased and sold by ‘'chages in the open market. ~ HI
Federal Reserve banks without regard to se
maturities.
10. Federal Reserve Note Issue Requirements. v/j
Section 208 would amend section 16 Omitted entirely.

of the Federal Reserve Act to remove all
provision for specific collateral se-
curing Federal Reserve notes and abolish
the present procedure by which they are
issued to the banks by the Board through
the Federal Reserve Agents.

O

Instead, Federal Reserve notes would
be issued and retired directly by the
Federal Reserve banks under rules and regu-
lations prescribed by the Board; and all
provision for their redemption would be
eliminated, together with all provision ;
for the redemption fund now kept with the -
Treasurer of the United States for that //,/”f’
purpose. Federal Reserve banks would no
longer be forbidden to pay out the Federal /
Reserve notes of another Federal Reserve & £ S
bank. The existing provisions authorizing ., i
the Board to impose a tax on Federal Re- r
serve notes outstanding in excess of the — #fx”
gold certificates held as collateral, and ¢
to refuse a particular application of a
Federal Reserve bank for Federal Reserve
notes, would be eliminated.

Federal Reserve notes would remain
a first lien on all the assets of the
issuing bank. Forty percent reserves in
gold certificates would still be main-
tained against Federal Reserve notes in

A
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actual circulation; and thirty-five
percent lawful money reserves required
to be maintained by Federal Reserve
banks ageinst deposits could not in-
clude Federal Reserve notes or Federal
Reserve bank notes.

Federal Reserve notes received by
the Treasurer of the United States from
sources other than Federal Reserve banks
would be canceled and retired if unfit
for further use, and the issuing bank
would reimburse the Treasurer of the
United States therefor. Federal Reserve
notes unfit for further use when received
by Federal Reserve banks would be forwarded
to Washington, canceled and retired; and
if such notes were issued by another Federal
Reserve bank, the issuing bank would make

C reimbursement.

1. Reserve Requirements of Member Banks.

>

Section 209 would amend section 19 Section 206 is the same, exceptl
of the Federal Reserve Act to permit the that it would require the affirmative
Board to change the reserve requirements vote of at least fiye Board members 7/ /.,
of member banks "in order to prevent in- in order to change the requirements; [

Jjurious credit expansion or contraction"; and the Board would be forbidden to /
and to eliminate the necessity for first reduce the requirements below the

having a declaration, upon the affirmative present requirements, or to increase

vote of five Board members and the approval them to more than twice the present

of the President, that "an cmergency exists requirements.

by reason of credit expansion.” The changes

could be made for member banks located in

reserve and central reserve cities, for mem-

ber banks not in reserve or central reserve

cities, or for all member banks.

L2, Real Estate Loans.

Section 210 would make the follow- Section 207 contains the follow-
ing changes in the provisions of section ing provisions regarding loans by na-
24 of the Federal Reserve Act regarding tional banks on improved real estate:
loans by national banks on improved real
estate:

PN
A
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Bill Passed by House.

(1) The requirement that the real es-
tate upon which such loans are made must be
located in the bank's Federal Reserve dis-
trict, or within 100 miles of the place in

which the bank is located would be eliminated.

(2) The definition which requires the
bank to take the entire amount of the ob-
ligation would be eliminated.

(3) The five year limitation on ma-
turities would be eliminated and the
limitation to 50% of the actual value
would be changed to 60% of the appiaised
value. This would not prevent the renewal
or extension of existing loans, and the
existing exemption of mortgages insured
under Title II of the National Housing
Act would be retained.

fPermissible aggregate of such loans
woilld@ be changed from 25% of bank's paid-in
and unimpaired capital and surplus, or 50%
of its savings deposits whichever is greater,
to 100% of its paid-in and unimpaired cap-
ital and surplus or 60% of its time and sav-
ings deposits, whichever is greater.

(5) The Federal Reserve Board would be
authorized to regulete and limit the mak-
ing of such loans so as to require the
banks to conform to sound practices.

The provision of section 24 which
prohibits national banks from paying a
rate of interest on deposits greater than
that permitted by law for State banks or
trust companies in the State in which the
national bank is located would be eliminated.

L-108

Bill Passed by Senate.

(1) Present geographical limi-

tations would be retained.

Aty

be retained jff

14 . ¢

W,,,,‘

(3) Loans %muld be limited to
five years and 50% of appraised
value of property, except that
(a) amortized loans could be made
in amounts not exceeding 60% of
appraised value and for terms not
exceeding ten years, if install-
ment payments are sufficient to
reduce principal at least 50
within 10 years; and (b) restric-
tions would not prevent renewal
or extension of present loans,
and would not apply to mortgages
insured under Title II of the
National Housing Act.

(4) Same.

(5) Omitted entirely.

Same

»‘J‘

X .
,f"

(2) Present definition would V///

Lot/

/

§

/

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis





