F.D,12A.3+. 6

No._  ©67:0

Federal R Bank
= DistriecfeNl:)‘.“: STAQO NG PAPERS

Correspondence Files Division

SUBJECT

N.Y STATE CommisSion) —To REUISE  BAnsING  LAWS

Gl 193 L 1914
' r L] L

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



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

L —anund
V4 /",7



Digitized for FRASER
http://fraser.stlouisfed.org/

4 :

£ £f L '
g ¥ : ADDRESS ALL OFFICIAL COMMUNICATIONS TO THE SUPERINTENDENT.
g B '

ﬁ/w/(/%%

BRANCH OFFICE OF

52 BROADWAY

0.7 L.
9:22:;wn¢mz MAR 7 = 19Fr4z/q QEZZ?V/

March 6, 1911.

Mr. Benjamin Strong, Jr.,
47 Wall Street,
New York City.

Dear Sir:-

I attended a hearing on Senator Grady's
bill providing for the deduction from aggregate deposits,
before calculating the amount of reserve, such deposits as
are secured by bonds of the City of New York. As a result
of the hearing the Cormittee declined to report the bill.

It i$ my purpose to endeavor to watch a
number of bills thchvhave been suggested, and which in my
opinion are inimical to the maintenance of sound banking.

Any suggestions which you may be able fto
furnish me will be very keenly appreciated. |

Faithfully yours,

(LA

Superintendent, 4

OHC /IFC.

Federal Reserve Bank of St. Louis
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Maroh 1, 191l.

Hon, Johm A. D governor,
8 of Her York,
Albany, New York.

Dear Sir: f/
£

I am taking the liberty o ing with this copy of letter
which I have written today to lr. oy¢ Superintendent of Banks, which

p- %

I think fully explains dtself.

considered as a whole, which cifically to the securing of
deposits of funds of the Ci ricowill doubtless be considered
_earefully by Mayor Gaynor- _othex/ proposed amendments %o the Banking

1aw, in relation to investment of tal and the lawful money reserve:
affest institutions : tate. You will doubtless recall

That portion of the proposed legiflation which really should be
of ¥

that the exist ing law ay to re B8 was enacted after most careful
consideration by a oum:{ ge of rs, appointed by Covernor Hughes,
whe gave the matter full a coneideration, and as a result of

their report, a conservativ satisfactory amendment to the Banking
Law was secured. Aside from the wwisdom of frequent chenges in the
Banking law, the prorosed legislation has many serious objections which

I would be very glad indeed to elaborate further if you would be interest-
od in having me do so. I have no hesitation, howevery in stating that

I believe many conservative bankers in this City, who are thoroughly
familiar with the qmstions which are considered by the bills referred

to, would be opposed to the ennctment of such laws, and would believe it
to be a serious step backwards.

Trasting that this matter will have your eamest consideration,
I am,

Respectfully yours,

S-Wo
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STATE OF NEW YORK
ExXEcuTivE CHAMBER
ALBANY

March 2, 1911,

.
%
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Mr. Benjamin Stong, Jr.,
Bankers Trust Company,
7 Vall st.,
New York City.
Dear Sir:

Governor Dix directs me to acknowledge
the receipt of your letter of the lst instant and
to say that should the bills which vou mention
come before him, careful consideration will he

given to the statements you make.

Very truly vours,

/4)2%52?522;" to the Governor

&_

.
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ADDRESS ALL COMMUNICATIONS T® THE COMMISSION TO REVISE THE BANKING LAW

3 e —
COMMISSIONERS: - ~GECEIVESR
A. BARTON HEPBURN , Pl O
CHARLES L. BERNHEIMER -
LOUIS GOLDSTEIN i ‘ AUG 2 2 '9]3
JOHN H. GREGORY ) ) \% -

REFERRED T®

FRANK E. HOWE
OFFICE

JOSEPH FRENCH JOHNSON "%

HERBERT H. LEHMAN :
RANDALL J. LE BOEUF )
ELLIOTT C. McDOUGAL i
E. P. MAYNARD

CHARLES A. MILLER

HENRY MORGENTHAU

FRANK M. PATTERSON STATE OF NEW YORK
JOHN HARSEN RHOADES

o COMMISSION TO REVISE THE BANKING LAW
Seocs V. woroAY -

DEARr Sir:

The Commission recently appointed by Hon. Geo. C. Van Tuyl, Jr., Superintendent
of Banks of the State of New York, to revise the Banking Law of the State of New York
is desirous of receiving suggestions both from students of banking questions and from those
who are practically interested in the operation of the Banking Law with reference to various
phases of its work, and for the purpose of obtaining such suggestions a number of blank

pages and addressed envelope are herewith inclosed.

The Commission will be pleased to have you call its attention to any ambiguities,
defects or errors in the present Banking Law. It will also be pleased to receive suggestions
with reference to changes in existing provisions relating to such important matters as the
amount and character of the reserve to be carried against deposits; limitations upon loans
and investments, with special reference to loans to executive officers and to directors;
dummy loans; second mortgage loans; loans secured by real estate generally; and the liquida-
tion of failed institutions. In various investigations it has been demonstrated that the
failures were the result of loans to officers and directors, or to corporations controlled by
them, and the successful liquidation of failed institutions has in some cases been rendered
almost impossible on account of the large proportion of real estate owned, or of loans

secured by real estate, consisting in some cases of second or third mortgages.

The question of the desirability of attempting to separate interest bearing deposits
in institutions other than savings banks, and compelling the investment of such deposits
in savings bank securities, will also receive the consideration of the Commission.

Some very important bills affecting savings banks were introduced at the last session of
the Legislature, and the Commission will be very glad to receive your views with reference
to the merger of savings banks, the establishment of branches and the necessity of creating
a contingent or guarantee fund in order to insure depositors against loss; also provision

for cash reserve to be carried in vaults, or compulsory reserve on deposit in banks.

It is generally conceded that restrictive legislation interferes with the legitimate
business of well conducted institutions without effecting its object in the case of institutions
whose officers are unscrupulous and desperate. Such men only stand in fear of the pro-
visions of the Penal Law. The Commission will therefore welcome any recommendations

for the proper amendment of that statute.
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Two articles of the Banking Law, one relating to Credit Unions and another relating

to Personal Loan Associations, are intended to ameliorate the condition of the indigent
but worthy poor, and protect them from the exactions of the loan sharks, and it is possible

that further legislation along the same lines may be practicable.

The adaptation of our own co-operative savings and loan system or of European

loaning systems to the needs of our rural communities will also receive the attention of

the Commission.

In order to further protect small depositors, suggestions have been made for legis-
lation to bring certain classes of Private Bankers under adequate supervision, and to prevent
so-called real estate companies of a certain class, and other questionable investment com-

panies, from exploiting the investors of the State.

The Commission doubtless will also consider the advisability of recommending pro-
visions to facilitate the issuance of State bank note currency so as to be ready in the event

that Congress in future shall modify the present prohibitory 10 per cent tax on State bank
notes.

If you have suggestions to offer upon any of these subjects, or any others pertinent to its
work, the Commission will welcome them. In order that all suggestions relating to the
same subject may be easily assembled for the consideration of the Commission, please
fill in the blank heading at the top of the pages used by you, keeping all suggestions with
reference to a particular subject matter separate, and numbering the pages relating to the
same subject matter consecutively. Additional blank pages will be sent you if desired.

An early reply is solicited.
Yours respectfully,

Acting Secretary to the Commission.
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STATE OF NEW YORK

COMMISSION TO REVISE THE BANKING LAW

Chamber of Commerce, 65 Liberty Street
TON HEPBUF NEW YORK, N. Y. A. BARTON HEPBURN

A. BARTON HEPBURN
CHARLES L. BERNHEIMER
Secretary

LOUIS GOLDSTEIN )
JOHN H. GREGORY — \‘~ Jamary 14, 1914, EDWIN F. ROREBECK

FRANK E. HOWE ,
JOSEPH FRENCH JOHNSON Ve

Counsel
. GEORGE W. MORGAN
HERBERT H. LEHMAN ? JOHN DE WITT WARNER

RANDALL ]. LE BOEUF 4 GEORGE I. SKINNER
ELLIOTT C. McDOUGAL L"‘,
E. P. l\ld‘AerAl;d[:LLER F g“;{ &
ERANE M. PATrERsog '\/ e
N HARSEN RHOADES .
i%gPOLADRSTERN “\/ v 3 AN 1 ;g\d
Mr. Benjamin Strong, Jr.,
President, Bankers Trust Co.,
New York, N. Y.
Dear Sir:
A% the request of Hom. A. Barton Hepburn, Chairman of the
Commission to Revise the State Banking Lew, I am sending you under
separate cover a copy of proposed chenges in the law providing for
State Bank Circulatiom, which have been tentatively approved and are
under consideration by the sub-Committee on Barks of the Commission.
Respectfully,

G T pelre e

b Secretary.,
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relating to trust companies ave the following:

(1) Zowm:; In the precent low meny provisions relating
0 trust companies are to be found, not in the srticle deal-
ing with trust companies, but in the article conteining gon-
eral provisions relative to the Bawicing Departmemt; and the
converse is also true. The now law remedies this defect,
while at the same time subdividing and reclassifying umeny of
the longer seations 80 a8 to mam the text & muoh more workuble
dooymnte

(2) Zowexes These have been enlarged by exprossly
gracteds '

(3) Beic Provisions: Several of the provisions applic-
able under the present law to Bavks or Savings Beml, btut not
hmm.mgﬂmwﬁommm
also to Trust Comenios; such for instance as those governing
the time within which resal estate must be sold, the right to
pay out a Joint deposit to either or the swrvivor, the right
to interplesd other claimants not parties to an sction to
recover a deposit, the interest and usury restrictions, and
the snmmal report of wuclaimed dividends and deposite.

(4) Losng: The new law slters the provisfons of the
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present law restrieting individusl loans, by limiting and de=
fining the alass to which tho maximum loan may he mude with-
out security, and by other minor ghangeds
The strictness of the present law provisions
against loans $0 onsble & person to pay for or hold sntock of
the trust company, io somewhat tempored by the new lew, On
the other hand, in addition to the present law provisions pro-
nbiting and penalizing s divector, officer, employes, 6l
from berrowing without the consewt of a majority of the diret=
tors, the new law directs a simllar prohidbition and penalty &e
geinst the trust commany meking such loan withgut guch cone
MﬂammmuummtmmM(h
oities of the lat cless) to eny offfcors
{8) Deposit Resorves: The new law materially

changon, and spparently relaxes, the roquirements of the pro=- ;
gsent low as t0 the maintenance of reserves agtinat depositse
1t alse opparently requires & trust company $0 accept &8 do=
positary for ite reserves a bunk or trust compuny designated
by the Superintendent upon spplicutions

(6) Aggountings Tho now lew provides somewhat
in detall for caloulstion and entries of asset values, gross
oarnings, net eamnings, snd swrplus fund and Aividendss

(7 ZBenorts and Regordsy Tho new law requires, in
sddition to the quarterly roports %o the Superintendent ro-
quired by the present law, speclsl roporis as &g whon ro=
quested by the Buperintendents The direstows® report of lia-
bilities nust inolude 1iabilities to the trust compumy of
overy sorporation in which any director owns ss smoh as 2575 of
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the outstanding stoeks tims materially changing the present
lew, which speeifies any cerporation in which any divector "is
baneficially interested as a stookholder, creditor or other-
wise". By the now law records must be preserved umtil six
years from the dste .of the last embrye

(8) Assesementss By the new law the Suparintend=
ent 12 required te cspess eny trust company Tor cuorosche
ments on reserves smounting to 1f or more of the aggregute
demand depositee

(9) Eoreigm Corperatiomss The provieicns of the
present law ave modified so as to prevent national banks, 88
woll as forelgn twmst ecompanies, from exevelising brust com-
pany powers within the state, exsept that national banks may
aet as fiscal or transfer agente of the United Statane

(10) Zederal Reserve: By the new lsw trast oom~
panies ave allowed $o hold stook in, and maiutsin veserves
with, foderal reserve banks to the sxtemt requireds

In addition to those above speeified, the new
law ¢ontains other less important asenduents sed innovati ons,
and numerous ghanges in wording, mmm The
lest mentioned changes, unnummm relating to
purely procedural matters, regerding notice, publisstion, file
ing, etce, are not reforred to, either in this memorsndum
or in the attached analysise

The attached aralysie; howover, indientes the
important changoss Under esch parsgraph amendsd 1s givem, a
the left, the section referemce to the present lew, and ot the
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4.

right the section referense to the mew lawe New provisions
are indicited as sugh, with gostion references to the new law.
For conveniense there is also sttaghed a comparetive table of
seotion munbers of the prosent and new laws, 8o far &9 con~
cerns the article on trust compenies.
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.poxation to & trust company is limited
to 257 of the latter's capital and sur-
plus, dut there ia excepted from this
limitation the Us 5.y the state, and
any country or incorporated clty of the
state. »
{Section 27).
{2) Hew lLaw.
‘ The new law makes the following changes
in the above restriction:
(1) the dividing line between
‘large and small oitles is railsed
‘40 2,000,000 populations
(2) the exception in favor of the
Ue 8. state, counties and incor-
porated elties of the atate is
broadened %o inelude “any eity,
towm or village" of the state;
(3) other possible creditors are
divided into
(a) foreign states and nations,
mnieipal and railrosd corpor-
ations subject to the state
publio service commissiom, and
(b) individusls, partnerships
and assooiations; and corpor-
ations and bodies politie oth-
er than those in class (a)e
The Sotal lisbility of any one of glass
{a) 18 allowed $o resch 257 and
respectively, without any requirement
a8 %o seowrity. The total llability
of sny one in olass (b}, however, is
allowed to reach 257 and 407 respec-
tively, only if either secured as in
exception Wo.l under the present law,
or based upon commercial paper of the
kind specified in exception No.ll of
the present lawe
. In computing such total liability, the
new law provides that there shall be
inoluded all loans made for the bene-
fit of the debtor, and in cuae the
debtor be an individual, 21l liabili-
ties of, and loan» made for the bene-
fit of, any partnership or assosiation
of which the individual is & meubers
“This subdivision shall not be con-
strued to rendor unlawful the contimued
holding of any seourities heretofore
lawfully agouired”.
(l.' - m;:-)o
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The present law provides that a trust
company shall not lend any money or

property to uny person to enable him
to pay or %o hold shares of 1%s stook
mmm&bﬁftu'wmw
: L

(2) Hew lews The new law inserts the moedifying
word "knowingly" before the word
"lond”, and adds the qualifieation
“unless the loan iz made upon security

(l’l’ - 190.&).

(1) Eresemt lawe The present law contains & provisien
: prohibiting with pemalty any offlcer,
director, clerk or employee from bor-
rowing from the truet company or for &
corporation controlled by him, exoept
with the gonsent of & majority of the
board of d%:rm. ,

(2) Hew laws The new law includes the above pro-
vision and adds & new provision pro-
hibiting with mmr the

ﬁm auoh ox-
upon such condition; or from
lending under any ciroumstances to
sny officer, where the trust company
is in a olty of the let class.
Fonalty applicable only to a person
"mowingly® violating the provision.
(M“ w‘ 1’0“’*

Vil. Apeounbing. (1) Assets not to be entered in any
name other than thet of trust company,
or under any designation not traly

{2) Securities to be entered at agtual
oost, and, for saloulation of profite
for dividends, at not exceeding pres-
ent cost as determined by amortisa~

tione
(Now -~ 194).
(3] Real estate wsed for bueiness not
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(B) Mow Lewre
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(1) 188 in & bovough of 1,800,000
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Such reserves must ooneist of Uy S,
ar silver sortificates,
w unumtum or
(

%u-um«
ﬂmnxmm

3) ﬁ":m, of lat or 2nd

{4) %&naﬁﬁormm
or in & villages

Thare lesy tham all of sugh reserves

are requimnvd to be 30 constituted,

te balimmes must gonsiet of moneys

on deposit svbjeat to calls

(1398).
e wm of the new law are

mul\'mw«h million

wmormlﬁmuu

muawwmu{nlm
or over but less than two wmillionsy

of whioh mthuhuug

(8) 108 olaewtere

bho on hand in o
closs, and wunmm
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X foint Depositss

X Interpleadors

Xle Jsurys

XIV,_Hot Navulngss

Tho prasent law provides that "gude

{A) Zresent Low.

— o
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(b) New law.

X. Surplus Pund,

XVi. Grediting Net

VI, Stoekholders
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plus profits" out of which dividends
can be made, shall be ascertained by
charging %o profit and loss and de-
ducting from astual profits;

(1) A1l expenses of business;

(2) Interest paid or ascrued and un~
paid on debts owings

(8) A1l losses, including debts on
which no interest paid for more
than one year, or on which judgment
unsatisfied for more than two

(1) of expenses and scorued inmter-
est deducted at last caloula~

of securities;

(e) Changes in (5) the time in which
no interest shall have beemn padd, to
two years, n};mpuunm

Sudgment shall have remained unsat-
isfled, from "more than two years"
0 two years.

(”"ma).

(New - 206).
Term does not apply to person hold-
ing stock in bona fide fiduciary
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the rate of
(1) & if encwoachment not over Bf of
(2) 8% on any additional encroachments
n excess of 25, ut mot over 5P

in euc
of such ) :
{5) 10,011"‘%_‘;“1' uaa‘rlm ol

imat be preserved until six years from
ante of 1mm.

E
:
2
"8
g
&

-

(B)  Hew lew.
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(4) Eresemt lsws

(8) Hew lows
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180
181
182
183
184
188
188
167
108
189
190
191
19z
198
154
185
196
197
198
199
200
anl
208
208
204
208
206
207
208
209
210
211
21z
a3
214
215
216
217
218
219
220
2L
222
283
485
486
467
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January 17th, 1914

Gentlemen :

You are respectfully requested to consider the enclosed tentative
report and submit in writing to E. F. Roreback, Secretary of Committee
to Revise Banking Law, Chamber of Commerce Building, New York City, any
comments thereon not later than January 22nd, 1914, in order that such
comments may be considered by the entire commission.

Yours truly,

SUB-COMMITTEE ON TRUST COMPANIES



T Januvary 21, 1914,

\)
£ the 17 nstant, I respectfully offer
/

he ort of the Sub-Committee on Trust

Ee F. Roreback, Esq., Secretary,
Chamber of Commerce Building,
New York Citye

My deer Sirs-
Replying to your invitatic
the following suggestions in regard

conxl)anieég-

=

L i
Pace 2 = 7th Line from bottom - Pirovides ifor the filing of one copy of

orgenization certificate in the office qfjthe Syperintendent of Banks, and one

copy in the offices of the Secretary of te of the County Clerke The

langusge is a little ambiguous as to whether all three originals are to be filed

in these three officese Possibly it is simp tended that one’copy shall be

recorded in the office of the Coun and subsequently filed in the office

of the Secretary of Statee

Papge 3 - 5th Line - "$25,000," Dollar mark. should be omitteds

Pages-at:ﬂwwm

B 8 - gubeparapyenh § - Moy have beon intended o include the power
t0 parchase bonds and othew oblisntions of corporations for inveotment, rosoidly
the words "bills of exshange’ wero Peally intendod o o "bonde", but 1f not, ¥he
words “bonfls end other oblisntions of corporatioms” should be added as I find w0
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Be s Rowoboek, Peq., Soevetory -
vhove in the Revord the epooifio power confersed won trast compenies to buy
o foeio 0f M1ls to bo elveulsted as mamey 4o 50 Mool 8 o possibly be cone
straed as inoluding $he notes of the Pedorol Nescrve Benks.
2age 30 ~ 1i8h Jdne ~[Me vords “in writing® should bo omitted. This
wiginglly pasced, was intended %o anply

tolephone, end I doubt the neoensity of ve-
Bgnoo the voto of interest, partdeularly es

mnmumsm,@- XRRER 0f Smorntes md of o Mmpvors
P PP — &
Mhm-mm.
muummwummmmmmnm
Comrt would Juatify conforving ¥hio powes ond 1% vould probably be exercised in
the publie interest,

I an not quidde oure that the provisions applicable to subs-paregra-he ome,
%o and three of Seotion 186, cnd oimilorly to sub-paregrorhs eix, seven ond
ofght are co dremm ap o molto elecr that the trust componies are not requived to

org/
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Bs P Rovoback, Tog., Seavotory =
cive bonds vhon appointed by tho Court in fidnolory capooitiess Sub-poregrorh
c.nmwmwwmmm-umuumunum
it chould so state, 1¢ seems to me. nmmnmtmmm
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Suggestions Regarding Tentative Draft of Report of
Sub-Committee on Trust Compamies of the Commission
o Revise the Banking Lawe.

Gaue

Page 2 - 7th Line from bottom - Provides for the filing of eme-eepy of or-

'retary of State and-in the-office

ganization certificate in the office'sof the

of-the-County-Clerk. It seems tome U
the necessity of filing an originel. The

”the record in the office of the County
Clerk should be sufficient with v
language as it now reads ap /tly contemplates that all three originals shall
pass out of the hands of the trust company into the variocus public offices.
Page 3 - 5th Line - w$25,000." Dollar mark should be omitted.

Page 5 -~ 17th Line - The word "been” misspelled.
28rd n - "Complied™ misspelled.

Page 9 - sub-paragraph 9 -~ May have been intended to include the power to
purchase bonds. Aand other obligations of corporations for investment. Possibly
the words "bills of exchange” were really intended %o be"bonda',' but if nct, the
wordS »honds# and other obligations of corporatimiﬁn should be added as I find no
where in the Report the spefific power conferred upon trust companies to buy
corporate bonds and obligations. The prohibition in the same paragrath against
the issue of bills to be circulated as money is so broad as to possibly be con-
strued as including the notes of the Federzl Reserve Bamks.

~ Page 10 - 1lth Line -~ -I-t—nm'gm words "in writing" should be omitted.
This amendment to the Banking Law, when originally passed, was intended to apply
to brokers' call loans on Stock Exchange collateral. Such lmmﬁl&:‘w word
of mouth aad?;-l over the telephone, and m o require((/

written instructions to evidence the rate of intgast, particularly as the rate
v Wtang 3G

dm{ £ Qud - e 2
frequently changes.y-every-tey,-when-money 15 active oﬁ ""fffm
L
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Page 11 - Under Section 185, it is proposed that trust companies shall conduct
the business of insuring title to real estate. This, I believe, to be an

Trar N6

unwise and unsound provision. Corporations of that character shewld be organized
e powtin vy Oberndn Reded

under separate statutory provisions and notygrafted om to the business of ;=

institutiond{that &s organized primarily to administer trusts and receive deposits.

Page 12 There has long been & feeling among trust company officials that it

would be wise to enlarge the powers of &Surrogate’ and of the Supreme Court(if

such powers are exercised bj that court) s0 that trust companies might be ap-

pointed administrators of the estates 61‘ intestates without regard to the rights of

next of kin, creditors, etoc. It necessarily implies the exercise of wise dis-
cretion by the Surrogate, but thoAreconl of thohcourt would justify conferring this

power and it woull probably be exercised in the public interest.

I am not guite sure that the provisions applicable to sub-paragraphs
one, two and three of Section 186, and similarly to sub-paragraphs six, seven and
eight are so drawn as to mdte clear that the trust companies are not required to
give bonds when appointed by the Court in fiduclary capacities. )

- giii):—gagngl_x_ - Page 13 -~ Mey apply to all previow Sections of the Act, but
80 intended, it should so-state, it seems to me, It is, however, wise that the

power should rest with the Cmu:b to require the giving of bonds when the necessity
arises through an impaired condition of the trust company acting as trustee.
Sub-paragraph 7 - Page 14 - 1Is it proper to describe these investments as

"such as the Courts recogmnize™ ? Are not the investments referred to by this

paragraph those which are fixed by statute and not by any rule or decision of

the Courts?
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Sub-paragraph 9 - Page 14 - Line 3 - The word "it" should be "igf".
Sub-paragraph "B® - Page 16 - I am inclined to think that 40% of capital,

surplus and profits is too great a latitude to confer upon any class of
institutions in making unsecured losms. That would entitle the Bankers Trust
Company, for instance, to buy ten million dollars of paper of one concern,
vhich is certainly too much.

Page 20 -~ Paragraph 15 - Line 2 - The word "at" should follow the word "amount".
Page 22 - Section 189 - The reference is to powers of tryst ¢ ampanies specified

&4 an
not in section 189, but as I understand it, in eeotion;\les, although the langunege

refers to sub-divisions of "this section".

Page 23 - 8th Line from Bottam - The word "proviso™ should be "provision".

Page 25 ~ Jiddle of Page - I do not understand the meming of the sentence to

the effect that funds may remain with a trust company upon the same interest as
other deposits of like amount. What émount does it refer to? The langunage «Lorn
=8 inexact, beo—sey-the~teasts Possibly, it should read "as other deposits of

like character to the credit of similar actions".

Page 29 -~ Following Section 195 - Should there not be some provision in regard
to the merger of trust companies? As I recall the statutory provision regarding the
merger of banking corporations occurs in another section of the Act. The section
respecting mergers should be more carefully written than at present and should

cantain s eifically a clear statement in regaxd to the right of succession to

°

corporate and personal trustse. Th& question has recently been raised as a result
a 7 corntaan Mansee dh
of mergers as to whether -the narged company succeeds bie testamentary trusts and
A m rarv ¢ Some donbf-
;@) furthermore, & Iitesquesbies L as to the power of sale of real estate

running to the merged campany. The cessor trustee does not ordinarily, as I

recall, succeed to these discretionary howers contained in testamentary trusts,
and there has always been doubt in my min 1n the case of the merger of trust

zoampanies as to whether auch diacret:lonary p\bwers may not lapse./ Some of the
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provisions of the Stock corporét:lm Law and the Bauking Law in regard teo the

character of notice, publication, ete. to be g:lvez; in connection with mergers
a ned™ g{}w‘nmg

peeadity are conflicting and if Hae- ,glmso the merger of trust

companies were @arefally prepared, the conflict of the existing statute’would

be remedied, by heving the notice provisions refer only to trust company mergers

T
and not other classes of corporations.

A~
Section 196 - The effect in the change in the reserve section is a moderate
reduction of reserve requirements, much less radical than would be involved
by the adoption of the same reserve plan as contained in the Federal Reserve
Act. On the whole, I am inclined to think that the section as drawn, goes as
far as.is now safe - and further, that it would not operate to the disadvantage
of New York institutions if they declded not to become member banks. This
compromise, &8s I read it, between permitting the Aat&tute to remzin as at present,
and adopting the Federal Reserve plan, W about as satisfactory as it
can be made. lf; \)
The last sentence on Page 29 should read as follows: "The whole of such
reserve fund may and at leé.st\ ten fifteenths must® .
Section 196 - Seems to contemplate the use of notes of the Federal Reserve Bank
as reserves for state instituioms. - I am unalterably opposed to any such
program as’ I believe it is unsound and will ultimately g%vo rise to difficnltiel.@
1t has been impossible with the limit of tfn?,? consider guite a number | ‘
of possible additions to the trust compeny section of the Barnking Law, which would ) df/us.
improve the Act .as-a-whole-wery materially. Suggestions of this character can be
made if time is permitted. For instamce - nothing now sppears in the Report in

regard to the method of computing net deposits upon which reserve is calculated.
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Thi s should either be specifically authorized by ruling of the Superintendent

of Banks or & definition of net deposits upon which $he-reserve calculationiies aLl
Silx [“,(;&Mad}&
made, should be min the Act, aad I would prefer that the Superintendent's
& acromedoltin r
definition be amthorized as it 1111 permit more latitute jn-desling-with-id-
5"’4
si-tubions which-become mbemhot the Federal Reserve System.

o G/f[tu

It is unwise that this legislation should be enacted without pnmlwfmr
£ g 6 pranmtfed T cownt

specific aguthority-for state institutions ,.\to hedd gold bullion and foreign

20
gold coin of a standard to be specified by law to—oem—tor reserve-fm

mbﬁfa/w>
This is the practice in Europe 2nd in time of gold mevement-would ldleedy facilitate

the handlingof gold importation. FUEA- y YW

Benjamin Strong, Jr.
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STATE OF NEW YORK

COMMISSION TO REVISE THE BANKING LAW

Chamber of Commerce, 65 Liberty Street

Commissioners Chairman
A. BARTON HEPBURN NEW YORK, N. Y. A. BARTON HEPBURN
CHARLES L. BERNHEIMER
LOUIS GOLDSTEIN Secretary
JOHN H. GREGORY .Tamzary 21, 1914, EDWIN F. ROREBECK
FRANK E. HOWE ¢ .
ﬁ’égg&?ﬁ”iﬁjﬁ;‘ﬁm = GEORGE W. MORGAN
RANDALL J. LE BOEUF JOHN DE WITT WARNER
ELLIOTT C. McDOUGAL GEORGE 1. SKINNER
E. P. MAYNARD
CHARLES A. MILLER
FRANK M. PATTERSON
JOHN HARSEN RHOADES N
LEOPOLD STERN ) 7
JEREMIAH T. MAHONEY C g
JOHHN J. PULLEYN =7
~2 CEIV B
a 2O Vg O™

Mr, Benjamin Strong, Jr., IAN © 2 1914

REFERRED TO

President, Bankers Trust Co., \ R CE

New York, N. Y.
Dear Sir: \

I wish to w\knawledge with thanks your letter of the 2lst inst.,
meking suggestions for cha.u¥ea in the draft of Article 5 of the proposed Bank-
ing Law. ‘

I have handed letter to the Chairman of the Committee on
Trust Companies and have sent a copy to the Counsel who is revising the rough
draft. \

%

\
~ \
.,;Very truly youz,

\ S R it
7 \ o Arcei~Nd

Secretary.
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ADDRESS ALL OFFICIAL COMMUNICATIONS TO THE SUPERINTENDENT.

G bl Tyl

Superintendent,

Mr. Benjamin Strong,Jr., /

President, Bankers Trust Company,
#16/Wall Street,

/
Dear «Sdig %/

/

Your lettef of February 27,1914;fwith reference to the
kinds of currency to be permitted for Eﬁé reserves on hand of
State Banks and Trust Companies, is aﬁfhand.

As the question of excludigéﬂational Bank notes from
that portion of the reserves on hgﬁd not required to be kept in
gold, gold bullion, gold certifig%tes or United States notes
was very fully discusseé Ly thefCommission on several different
occagions, I am of the opinionm that it would be fruitless for me
to again call this matter to its attention, and I do not feel,
under the circumstances, that it would be proper for me to attempt
to amend the Commission's bill in this respect,

There was a very decided inclination on the part of the
more conservative members of the Commission to provide that all
the reserves on hand should consist of gold, gold bullion,gold
coin,United States gold certificates or United States notes, It
was believed,howwver, if all the reserves on hand of State insti-
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s

Mr . Benjamin Strong,Jr. #2.

tutions were kept in gold, that there would be a considerable
drain upon other institutions., It was also believed that there
would not be a sufficient supply of small bills of this character
to afford coumter cwrency for banks and trust companies in manu-
facturing cities where there are large pay rolls, and that in
order to meet the demands of this character, these institutions
would be compelled to carry reserves on hand largely in excess of
those required of other institutions not so located, or not having
the same kind of demands made upon them,

There seems to be some justification at least for the
latter.érgument.

It was also believed by the members of the Commission

that the ultimate tendency under the Federal Reserve Act would

be to retire the bond secured currency

Yours very reSpectfdll

Superintenfdend/
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A. // March 13,1914

Superintendent,

Personal.

Mr. Benjamin Strong,
President, Bankers Trust Company,.
16 wall Street,
New York,N.Y.
My dear Mr. Strong:i=
I axw inclosing for your information a copy of
letter which I have sent to the president of the Trust Companies

Association of the State of New York,.

Very respec

(1 Inclosure)

Superintendent of Bghks%.
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pronEe ey .Pﬁ::f n" Lew Yok hﬂ "'wm m?w Mm
By dexr [.vr, leprillte
1 have thought it propew to mtmm umd‘
the "rust Compaay Associstion of the Gtate of lew hlt. of n CoN=
dition that hao wrisen with reference to tie proposed M-ﬂu ﬂ
the Baﬂm Law, . ,
You are of Gourse aware of the faot ﬂwumniﬁﬁm

whioh Hationsl Banks will be amuod to oarey ﬂu Mm

Jleserve Aotwere grently redived oo tmt in the t!l.ty of Vew York

Hational Danke and ':‘mﬁ Compnnics will be placed “ more ﬁn
apon the saué plane as Lo reserves, while 'ntional m in cwl-

certain spoelal privileges under ﬂl Tederal jeserve %,

turing the sesgions of the Comsiosion to Teviee the
panking Law 1% wag of course agresd that the reserves required
of Ltate Danke should be reduced to eorrespond with the mq

in the rescrves of lintional Banks., This more nearly Wﬂn :

the reserves rm&nd of trust coupanies. lotwithstwnding this
mmmuvmnuﬂn. tmrmnnmmum
banks upon the Comalosion awgued that the trust companies ﬂw




Mr,ldwin G, Merrill, ¥2

in the revision be compelled Lo crrry the game reserves s NHationsl
and state lanks, The fact that the cash reserves reguired of
trugt companies in lew York City were made two per centum less
than the reserve requ.red of banks has been especially eriticised.
Ag 2 result, it is belicved,of the feeling ereated by contehtions
over these comparatively trivial mat%orn,rnprnoentqtiveé of the
State Lankers' Association the other day oppesed the £Im§diuih <
passage of the revision, although eritieising no feature of it,
liotwithstanding their attitude upon the Commission, the ropgccta-
tatives of the Utate Banks and of many eof the National Danks have
been inelined to resent the attitude of some of the members
of the Statc Legislative Comnittee and are waging wn aciive calne w
paign to proocure the immediate passage of the bill, in cwvder that "]
Gtate institutions may immediately be authorized to join The Jedw
eral Heserve system, of tiey see Tit, and way, in any event,
obtain o far as reserves are concerned equal advantages with the
Hational Banks, - <

Inasmaeh ag the attitude of the State lankers' Asso-
ciation, whether autiorigzed or not, zecns to have been the re-
sult of the eonténtions to whieh I have referred, and the Legis-
lative Committee of the Trust Company Agsoeiation appeared in
support of the bill, | thought it best to eall your atiention
te the eituation, in order that there might be ovganized throu;ie
out the State an energetic suppoert of the position taken by the
Legislative Committee of the Trust Compsny Assoeiartion, if 2%?77%’
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Wy, Edwin G, Merrill. #3

deem such support proper and wise,
1 am sending = copy of this letter to the members of

the Legislati¥e Commistee of the Trust Company Association,

Very respectfully yours,

Buperintendent,
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