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HIGHLY CONFIDENTIAL June 23, 1937

To regulate bank reserves against deposits of nonresident aliens in order to
prevent or mitigate injurious credit expansion or contraction or in-
jurious effects upon the foreign trade or commerce of the United States,

and for other purposes.

Be it enacted by the Senate and House of Represehtatives of the
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United States of America in Congress assembled, That this Act may be cited as

the "Foreign Deposit Act of 1937".

c:: | Sec. 1. (a) The word "bank", as used in this Act, shall mean
any person, firm, corporation, association, business trust or other similar
organization engaged in the United States in the business of receiving
deposits subject to check or to repayment upon presentation of a pass book,
certificate of deposit or other evidence of debt or upon request of the
depositor.

(b) The term "deposits of nonresident aliens", as
used in this Act, shall mean deposits standing to the credit of, or in which
any part of the beneficial interest is in, (1) any porson who is not a native
born or naturalized citizen of the United States or of its territories, de-
pendencies or possessions and who also is not domieiled in the United Statcs,
(2) any firm, corporation, association, business trust, or othor similar

organization which is organized under the laws of a foreign country or which
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has or maintains cithor its.homc officc or its principal officc outside of
the United States, (3) any forcign central bank or any forcign government or
political subdivision therecof, or any instrumentality or agency of a forecign
govermment, whether or not such instrumentality or agency is an institution
sometimes known as a "forecign contral bank" and without rogard to the legal
capacity in which such doposits arc made by or arc owing to such instru-
montality or agency, and (4) any bank's branch, agency or officc located
outside of thc Unitcd States. In any case in which liabilitics to any pcrson
or organization of a kind described in clauscs (1), (2), (3), or (4) of this
subscction (b) arc created or incurrcd by any other person, firm, corpora-

tion, association, busincss trust, or organization with or pursuant to an

O

agreement or understanding, express or implicd, that deposits shall be made

or maintained dircetly or indirectly with any bank, such dcposits shall be
considered to be "deposits of nonresident aliens" within the meaning of this
Act. The Board may by regulation exempt from the operation of either section
2 or section 3 of this Act, or both, such an amount, not exceeding $25,000,

of the deposits due to every depositor as it may deem necessary or appro=-
priate in order to effectuate the provisions of this Act in accordance with
the'purposes steted in said section 2 and scetion 3. For this purpose the
reguletions may make appropriate provision with respcet to deposits maintained
in two or morc banks by one dcpositor and may, within thc limitation specified
above, classify deposits and cxcempt such classcs of deposits from cither

scction 2 or scction 3 of this Act or both, in wholc or in part and cither
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unconditionally or upon specificd terms or limitations or for stated poriods,
as the Board decems necessary in order to administer the Act in thc most prac-
ticable and workablc menner in accordance with its purposes.

(¢) Whorovor the torm "United States" is uscd in this
Act in a geographical scnsc, it shall be held to mean the States of the United
States and the District of Columbia, the territories, depondencics and posses-
slons of the Unitcd States, including the Canal Zonce.

(d) The Board is authorized, from time to time, further
to definc the torm "bank", "deposits of nonrcsident aliens", or "United
States" in a manner not inconsistent with the definitions givon above, to

- define banking and technical terms used in this Act in so far as such defini-
tions are not inconsistent with the provisions of the Act, and to prescribe
such rules and regulations as it may deem necessary, in order to effectuate
the purposes of this Act and to prevent evasions therscof.

(e) The term "Boaord", as used in this Act, shall mean
the Board of Governors of the Federal Reserve System.

Sec. 2. Every bank shall establish and maintain with the Fedoral

Reserve bank of the district in which it is located actual net balances equal
to such percentages of its doposits of nonresident alicns as the Board may
from time to time determine to be necessary and prescribe by regulation in
order to prevent or mitigate injurious crodit expansion or contraction or to
prevent or mitigate injurious effects upon domestic credit conditions or upon
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the foreign trade and commerce of the United States which may be caused by the
inflow of gold into or the outflow of gold from the United States or which may
be caused by changes in the amount of bank deposits of nonresident aliense.
Such percentages prescribed by the said Board shall be uniform as to all banks
having such deposits and may be applied to demand deposits, savings deposits
and other time deposits, or any of them, and different pcrcentages may be
required with respect to such classes of deposits respectively; but the re-
quired amount of such reserve balances shall not exceced in any case the amount
of deposits against which they arc respcectively required to be maintained. A
member bank of the Federal Reserve System which is rcquired to maintain
reserve balances under this Act with respect to any part of a deposit of any
depositor shall not be rcquired to maintain any rescrve balances against such
part of such dcposit of such depositor pursuant to the provisions of scction 19
of the Federal Reserve Act.

Sece 3. No bank, other than a Federal Reserve bank, shall accept
or maintein any deposits of nonresident aliens of the kinds specified in
clause (3) of subsection (b) of section 1 of this Act except in accordance
with such regulations, conditions and limitations as the Board may from time
to t%me determine to be necessary and prescribe in order to prevent or mitigate
injurious credit expeansion or contraction or to prevent or mitigate injurious
effects upon domestic credit conditions or upon the foreign trade and commerce

of the United States which may be caused by the inflow of gold into or the
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outflow of gold from the United States or which may be caused by changes in the
amount of bank deposits of nonresident aliens. The prohibition of this sec-
tion shall not become effective until such date as the Board may determine to
be necessary and fix in the regulations which it is authorized but not required
to preseribe in order to carry out the purposes of this section. In addition
to the authority contained in subsection (¢) of section 14 of the Federal
Reserve Act, any Federal Reserve bank is authorized to receive deposits of
nonresident aliens of the kinds specified in clause (3) of subscction (b) of
section 1 of this Act during such period or periods of time as any bank other
than a Federal Reserve bank may be prevented, limited or restricted from
receiving such deposits pursuant to the provisions of this section.

<::i Sec. 4. Every bank shall obtain from its depositors or their
representatives or agents within such period after the enactment of this Act
as the Board may prescribe and from time to time thereafter, either at the time
of opening of deposit accounts or at other times, such information or state-
ments in the form of affidavits or otherwise, and shall make such reports to
the Federal Reserve bank of the district in which it is located, as the said
Board may by regulation require for the purpose of effectuating the provisions

Qf this Act.
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Sece 5, (a) No bank shall use the mails or any means or instru-
mentality of interstate or foreign commerce in order to effect or attempt to
effect any act whiéh is prohibited by this Act or by the regulations of the
Board pursuant to the provisions of this Act. Any bank which violates or fails
to comély with any prohibition or requirement of this Act or any prohibition
or requirement prescribed by the Board pursuant to the provisions of this Act

shall be subject to a penalty of § for each day during which

such failure continues, which, by direction of the Board, may be collected by

suit or otherwise by the Federal Reserve bank of the distriet in which such

O

bank is located.

(b) Whenever it shall appear to the Board that any bank
is engaged or-about to engage in any octs or practices which constitute or
will constitute a violation of the provisions of this Act or of any rule or
regulation thereunder, it may in its discretion require the Federal Reserve
bank of the district in which such bank is located to bring, and thereupon
the Federal Reserve bank shall bring, a suit to enjoin such acts or practices,
and upon a proper showing a permanent or temporary injunction or restraining
order shall be granted without bond. Any suit authorized by subsection (a)
or (b) of this section may be brought in the proper District Court of the
United States, the Supreme Court of the District of Columbia or the United
States courts of any territory or other place subject to the jurisdiction of

~ the United States, without regard to the amount involved.
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