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Salt Lake City. Utah
March 30, 1935,

Mr., Marriner S, Eccles,
Governor, Federal Reserve Board,
Washington, D.C.

Dear ir, Eccles:-

The Cashier of Zion's Savings

Bank and Trust Company informs m® he has written

you in some detail regarding four Amendments to

the "Ban:ing Act of 1935," and "The Federal Reserve

Act," which are very desirable for strictly stock

savings banks. He has been talking to me regarding

the Amendments, and it does appear to me that it is
, nothing but fair tiat our non-mutual banks should

enjoy the same favorable legislation accorded mutual

banks. It does not seem right to classify us on the

saiie basis as commercial institutions, when we so

closely rese:ible in our operctions mutual banks,

The Cashier of the bank has submitted to me his

argunents in ravor of the Amendments., These I have
read and heartily concur therein. I sincerely hope
you will view them with the same favor =nd use your
influence to have them incorn»orated in the new laws.

I am taking the liberty of enclosing a copy of the
arguments, as submitted to me, and also a copy of
the suggested Aiendments to the Act.

Yours very truly,

»
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Noel JSavings Banks guarantee 0of all types oi deposits:

If the country is to have permunent deposit insurance,
the grest oriticism of the present Acet is thst all banks are put
together in one group, when their methods oi business are, in many
cases, diametrically opposed, some pay iutercst on practically ali
0i their deposits, while others pay no interect on any veposits
and therefwe reguire entirely difierent handling of ¢ eir re-
sources,

Inswance ior ssvings banks should command a very
low rate compared with comumerciasl and other types of banks,

All savings bank loans can be mece only on the highest type
01 security and the classes 21 security sand the conssrvative
margins reyuired are olainly stated in State Banking acts,

It is neither fair nor just (0o mutual savings buanks
and st ictly savings banks, as Operated under western condi tions,
to link thew witn departmcntal bDunks, commercial banks snd trust
companies where money is shunted irom one department to the other,
as Lhe opportuinty oiiers to play with the savings 01 savings
depositors,

Heal savinjgs buuxks opersted s such, are a.boon Lo the
msn or woman of small means, <vonditions in the Jest sre diiierent
from those in the sastern 3tates, hence codes, rules zand regula-
tions should vsry in esch Federsl reserve uistrict (o coniorm to
existiug concitions or eustoms not in eonilict with good saviigs

bank practices,
nuational banks under seversl adninistrations have bveen

receiving the individusl savings 0i tie peonle and issulng ssviug
pass books showing deposits =nd the monsy 8O received coreditec
to tue depositor as a saviags deposit, but here it ends. In

practice, irom here 0on, Lhe momey =0 recgeived is put into and
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. mingled with the other funds of the national bank, a co.uercial

' institution,

Ina nationsl bank, the people's saviu s deposits
can be loaned on notes of hand at will by the oificials of the
bank and, i1if they choose, without any security whatsoever to
protect the loan except the personsl responsioility oi the ree
cipient of the loan, '

In the interest oi safety, no mouney so deposited by
savings depositors should be losned without the borrower iirst
putting up ample approved security to secure the mouey so
loasneds In caliiornia, snd other States, the law governing
Jtate sanks rejuires thast no money received from saviiugs ueposits
be loansd el ther by strictly savings benks, mutual s«vings banks,
or by & savings department 0i s departmentsl bank except on ample

. and approved sescuritye 1hese provisions are apparently eutirely
ignored in the National Bank Acte

By combinstions sund oth r manipulations, banks incorporat-
ed principslly ifor commerciasl business have acyuired the people's
gsavin:.s deposits, somstimes in amounts elmost double their com-
mercial deposits, In one instance, in s puiclished statcuent, a
nstional bank has approxims tely two hundrec sixty mii.ions in
commercisl deposits =nd approximately four hundrec sixty milliouns
in savings deposits, all dumped into the same pot and tnese
gavings deposits can be handled snd losned comuercialiy, with =11l
the atiendant risks oi commercial banking, while mulual savings
banis =ndéd savings banks doing no commerci sl business, waen lozning
their deposits, must require ample securiiy 1or all losns madee

. ‘his concition o1 facts shows very clesrly thet banks having ondiy
savings deposits should be put in sn indepeuncent group by them-
selves snd not be iorced to participste in guamanteeing unsecured

losns 01 cgommercisl banks.
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. WOoeZe Interest on reserves of suvings bsunks in correspondent
Bsnks;
Under the provisiouns oi the sanking act of 1933,
mutual savings banks are allowed to receive interest upou their
deposits, (Section 1lle Pureb,)
There are 594 Mutual Savings Banks in the United States,

as ol June 30, 1932, and they are located in the following states:

Total - New Zngland States 379 Totsl Hesources &,711,2204000
Total - Lastern Ststes 196 lotal iescurces 7, 047,074,000
lotal - Middle .sestern States 16 Total resources 220,708,000
Total = Pascifiec States 4 Total Hesources 156,140,000
594 11,134 ,14&,000
. It wili be noted that 574 are locsted in the I w ungland and Lastern

Jtates, with resources oi yl1l0,758,294,000, while the Middle western
and Psciiic State have only 20, with total resources of 370,848,000,
or approximately three and one-half per cent 0i the total resources
o1 the kutual Savings Janks in the United States.
A lsw giving to the Mutual Savings sSanks of hew .ngland

and Lastern States specisl privileges by not allowing strictly
savings banks in the rest ol the country to receive interest irou
commercial banks upon their deposits is unjust =nd unsound. 1In
order t0 operate savings banks conservatively, so they will be able
to pay withdrawals without aiiecting thelr loaning ability, it is
very essential that they maintain suificient balences in cash with banks
duly authorized by the State Banking Lepartuent, ss depositoriese

‘ Unless a savings bank has the right to receive sowe interest irom its
depositories, thoe tendency would be to operate with as lit.Lle eash
as possible, in order to meet the interest to ssvings depositors,
costs of operation, and other demsnds 0i the savings bank business.
Uncer certain concitions oi the money market, this wight at times
csuse the hurried investzent in securities =nd possibly would
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e hoede Savings Banks as wembers 0f the Federal Heserve .Lystiem:
The Federal Heserve System was inaugursted to develop the
. commercial banking resources of the countrye osavings Banks,
properly operated, have practically nothing in common with the
Feaersl lleserve Jystem awd it would be a grent injustice to
iorce them 1o Join that systeme Ihey are not sble to discount
their loans with the Federal Heserve sank snd thereiore do not
receive the main beneflt accruing to commercial vanks which are
members 04 the system,
[l0e4e Savings sanks' deposiiors Leing allowec the use oi checks
to withdraw Ilunds;
ihe Feaersl Heserve Senk, having in mind solely commercial
business, would probably clessiiy checking accounts against s
eertain class 0of savings acoounts, on which checks are used as a
. convenient ioram of withdrawal, as being commercial vusiness which
would not ve the case, a8 10 ¢ommercial loans are made &t all by
savings bsnkse. It hus been found, uncer vestoirn coanditions, Lhat
a strictly savings bank, in order to iunction properly, should have
this type of accounte ihese accounts are opened principalily ior
personal convenieace Ly ssvings uepositors, who preier to ub all their
banking in one plucee ihey are not 0 a type that require commercial
accommodations Lhe baluuces are moderate alc the cuecking service nas
been iound tc oe s beneiit to the depositor as well as to the savings
banke 4lso, frequently, people obtain loans irom & suviugs bank, bpeu
checking accounts und some portion of t he money remsins with the bank

for a loag period.
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Insert on page & aiter paragraph 6 suoiair paragraph rescing
68 101liows; .

the term "non-mutuasl ssvings beuk' @s 08 & vauk, dther
than s mutunl ssviogs benk, transscting = seviugs bswk business,
which wainising not less ihal 86, in amouut o1 ils deposiis,
exclusive o1 Iunds held by iV in s Idducisry capscity, es time
savings deposlis 01 Lihe specilic term Lype Or 01 the i, pe waere
the right 10 require wirtien not ice deiore ps wiiting withdrawel
is reserved, oui in the cuse 0f & thor Yype represeated by s inge
passbooks =ad not subjeol to ciseking sud not withdrawable on
dewand ae a @atisr oI right exeept i1or a limited period oi anxt
more than 20 days subsequent Lo meturity.

Insert on page 1U, lines 21 and L&, sitor Lhe wordes ‘mutual
saving s bauks” Lhe L0.i0wlng: “"snd nonemutual ssviugs banio.

Ingert on puge 37, lines 19 amd 284: "(b) or s« noa-mubtual
savinge banuke"”

. Ingert on page 68, line 24: (&) t0 sny deposit made vy &
' none-mutual ssvings bank“e

Ingert on page 6%, line &, after ‘mulual savings Lanks” a
comme snd the words “non-mutual savings bsoaks,”
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