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FOREWORD

This booklet was prepared under the auspices
of the Federal Reserve Agents’ Conference primar-
ily to give the essential facts regarding the System
itself, and to furnish banks with a general outline
of the requirements for membership.
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T he Federal Reserve System T oday

The Federal Reserye System was created the Federal
Reserve Act, aé)ro (Y X Bner Zag 1913, T% twelye Re-
igrve banks op their doors for business on Novem er 16

omin istence within a few months after the out-
breck Fd ar, the System ﬁas eenr\aced Lrou out

|ts |stor|y W|th rob ems Ongnma on an , o;Ps t% arl n%/‘ljom

ab n?rma economic and ﬁ’
urmounting rsultant d| |cu tles . and "

he(ipln th overnmentto ?mance its pa Icipation In tﬁg
War ste met sdpcefsswe tests of Jts éren th and sound-
i SR R L S Tt o
or} %308 5?1 the #gstems adaplgab tdypto c anglné) con8
tions and its capacity for meeting deman S upon ItS résources
were put to a severe test.

In the s cceeding  ei s the S stem was confronte

f han %tnogle sqdollf%l tcondltl s A steady iow od!
%1 ro furnls a3|s for av ex ansmn of credi

|c wan ICIE? not onlg/ meet a mate needs .0
trad E but also to finance specu atlv (f“v”r |n t e secu |t es
mar ﬁts In real estate, a % |e S e co a 56 o
speculative boom. was fo owed a period of world-Wwigde b us
ness and lndUﬁtrla staonatlon o un recedente severlt)(J

|naI|n In the almas comoete lysis (h le countr

Jn[% machinery. urlng he dep res on tg LP/stem cush
lone e |n% rX< an eay moneg nolic Ron the re
gg E after “the gr clamation of the nat %nfa

ay tk ystem activel cooH] erated in the rehabi

tatlon the an ng ftr cture an e restoration of eco-
nomic and fmanma onfidence.

ions AT0L0ed 2 Valiable bads for Fither adapiing 16 Tinchons
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and admrnrs ration to serve t c terest With the . ass
age 0 the krn(d Act 0 e res gnsr tres
e[)e roadened an re C earI n aI ocat The ac
em % NUMErous c gebs some of wh rc un amena
c aracter, reflectin roa e coHcep ron o sems

ace In Hte r’t\)atr n’s ‘ecopomic t an existe w en rt was
sablrshe ac rnerg or t e Ha ion and exeou 10N 0
en -market Polrcres Was srmpr re responsibility for o en
arket oPera 10ns ftS well as or count rates and ‘reserv
gurremen as cearIgr fixe avrewt enlargrnﬂ he
stem’s ab rdy f0 maintajn soun credit condrtrons afd to
sérve the neeas of trade and industry.

T he Federal*R eserve System T oday

The Federal Reserve System comprises several parts, in-
cluding:

1 The Board of Governors of the Federal Reserve
System,

2. The Federal Open Market Committee.

3. Twelve Federal Reserve hanks with 25 branches.
4. Member banks, numbering about 6,500.

5. Federal Advisory Council.

Board of Governors of the Federal Reserve ystem—Broa

u erv owers are vested n the Board overnos of

I serve System whjch as Its 0ff] ces In Was rn

ton Vernors 1S, composed of seven me

p ornte b res dent with the a vice and cons t e
(itrnge sever}amem ers, the rest nt as re-

gleaotgrrargrlggudrrvrsr usgrr%? df : resenatllo'm "and

commercra er StS and
£ COUH r

two members ma
the same Federal Reserve dYstrrct y

Among the many responsrb Jities of the Board of Governors
those con ern credit o ICIeS ofé ster& are the m
Impoytant. 8 Hnt rat s C ar%e X Te ﬁrve B
whrch are esta h the directors t

re subAect to the rev ew and termrnaron of the Boar of

overnors. The oard 3/ é?tln certain limitations and In
order to prevent InJUI'IO credit expansion or contraction,

[6]
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chan%e rn)e requirements as to reserves to be maint rned b

memper n s a arnst deérosrts fter arg 1 1936, eac

em er 0 vernors will asR memper . qf

e eera I\?ar et ommrttee which 1s ¢ ar9 Wit

the resgonsr r t 0 t]ermr rn orc In_connection  wit

gurchas s and sa %s Ils an in the 0 en market—
geratron whic drscusse more rn a lat r paragraph

ns along these rn s myst eta en ith a vrew 0 acc m-

moéatm % merce an usrness an ith re ard {0 t eir bear-
Ing upon the general cre rt situation of the country.

Rr the Rurpose of Prevent} the excessrve use of credit
for the purchase or car P ecurities, th? Board of Gov-
rnors r authorr(? {0 r qu ate the amoun crg trt that ma
l{nrtra exhen ed and “su sequent arntarne rokers,
an thers Qn alt Yy Securit rh cert arn ece troH
istered a natrop 3ecurrtre change. arir
BO ers ave been canferre L\J}) rd Whrch are #kewra
esigned to enable 1t fo gre ent an un ue diversion of funds
Into “speculative operation
Ig cogne jon with its srigervrshon.of ederal Reserve hanks,
q overnors 1S also authorized to make examhnatrons
sych hanks: tor urre state ents and re orts from them: to
re uire the es]t Iscontinya E their branches:
upervise. the 1ssue a reArrement 0 erﬁ eserye notes
to a gor t some 0 ctors % eac eserve pank and
ap P porntment of the chief executive officers, as
escribed 1In

ate paragraphs.
In connectron wrth its su %rvrsr%n of m mber hanks, tn
(Par 18 auft é)rrze a ongdrP things AS to pass on |
afe banks and trust co 16510 mem?ershn{)
W ederal %sere @tem and on th termrn troQ nra)e

such xamine memb

:
e, Bl T o e

I i b S
gan{y or 5\ | ‘meetings; of S arehF ers of the member an s
%Ei o ulate rntgrlockdaeglre atronshrB etween em er

anizatio ling In seclr tres [ un
ton ntrtr% B rr?ember ban s and other an s

b tO remove O%ICEI’S anrswtfrrectors 0

[7]
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tinued violations of Iaw or unsafe [ unsound practtc S |n con
?ucttnﬂ the business of 3 I? a )f %sus gn member banks
rom the use of the cre It acr ME o tg eral Reserve Sﬁs
em for a |n n]ue use of pank credit for sRecualve
B ses or ot Sr purpo e Inconsistent with.t emalnten nce
sound cre conditions: (8) to. pass on appltcatlo State
member  banks to estab Ish o t-0 touvn branc £s: to pass
on ap lications o natlona anks for aut orrty 0 exe clse
tru owers or 1o ct) in |uC|ar¥ aac ties; g %;rant
aut g to natlog anks fo establi ranch? h [? gg
ount r|e or d encreﬁ or ms(u r OSﬁeSSIOHS of t
tates, .or to invest te stoc anks or corporattons n-
In_internatjonal oy for banktn ) 10 sup ervrse (t]F

el
ar%anlzla lon and activities ngnCOI’ 0rad I0§S 0rga IZ?(I&

ederal law to enga\ue In Ipternational or ore|[g a
Bxe cising Its s |?<by uncélons 0 er ederal Reserve
an s an mem r han do overnor? Er(yretr ates

regu aBons go (erntnr%bcer aln 0 the activities o a

sefve banks “an anks.

To meet jts expensesg é rﬁa}é the salaries of its members

and it nH) e es semi-annua ssessments
upon t e ra Reserve anks In proportion to their capita
stock and surplus.

T g Bo&rd of Governors is requrred under the Banktng Act
; 19 E a comﬁ ete record 0f ItS acta sonal t ns

tog her with the voteg tahen an é e reason rl
g s c ctions, and to include tnis record In its annual re-
ort to Congress.

et

Fed raI 0 en L\/Iarket Co mttt e—Federal rEeserve bank

Ee aut orlze (e g en market bonds an
ort-ter Itrrratto S q nltf ates, errg cce t
ches and other assets {st in a [ater paragra uc
chases and sales ma w e_made In_accordance with the d|
rection and regulation of the Federal Open Market Committee

Effecttue March 1,1936, the Federal Oé’ ert Committe
consl s tﬁ seven mem ers o fr oar overnors 0
edera eserve r]em and five representattv the

Fe eral Reserve ha are, 10 #e elected a ?f
member is eIecter? y the oards of directors ort] Hne Federa?

[8]
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B0 AT rg;err:je !

ra Reserve ant%ng é g Louls, oe eera
eserve Banks of Ric ‘f< ta and 'Dallas, ang one
the Federal Reserve Ban mneapolrs ansas iy, a

San Francisco.

(Pecrsr ns #n regard to 0 mar et purchases and. sales are
made wrt erence to ge %

ral credif. con ttrghs Whe here

IS evidence o undue use‘o (an credit, or Indications o eav
Becu ative .demands for cre B at are tengm to ereae
unlda conditions, the

esErve 3 S un er irection of and
tr?ns ado[p the Federal t mhtee
securities rn th open mar me t or w

a r

su%y re u tion in tehe rserve r?e srs of member. %an ks
In t err edera eserve gan In or er to pevent INjurioys
fre It expansion, the Boar Governors ma aso With certain
|m|tatro S, rncrease reserve re uirements, The sale of securi-

ties rn the 0 arket or t ncre se of reserve re urremer]ts
would norma ave the e fect 0 re Uirin mFm er hanks
either to urtar rom the Re-

thelr own o erations 0 borr w

serve an The. Fe er eserye hanks may exert furt er

ressure oh 0rrQwin raisin ?(rscoun rates, with the

gProvaI 0 E oar ov rmors, making It more expensive
member banks to orrow

On the other] E{nd whgn busrne(?er t%erecedrh%nand credit

emand | e bapks, un direction and.requ-
fﬁgonseg mﬁr ét an tth( (gommrtee mavehrvesecurrttes m

Increase the 8 F 0SItS 0
member banks hus rng{t em to Iflona o;ns or

Cgrvestmen N Wlt OUt avr orrow rom the eserve anks.
en market op?ratro , 1 ere[ﬁre exert. an |mﬁ8rtant inf uencg
fhe volume ‘of credit avarﬁ e 10 b]u HIESS and Investors an

on Interest rates, that Is, on the cost of this credit.

nder the Bankm% t‘ht 35 a complete record is keg
of the actions taken By t eral Market Commjttee
upon uestdp rc to ether With he vot taken and the
aso trhnde |ttees ct ons rs record wil
ishe , e Annua eport 0 e Board of Governors

e Federa Reserve dystem.

[9]
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T e Fe erzill Reserve Banks— The coun %ls divided jnto
E/vev era eservg StrICtﬁ in each 0 there |s a
edera eserve earlnlg the name of he m# Its OFS

tion. e(re ar(e so in ogpe ation 25 branches of” Federal Re-
serve banks and 2 agencies, as listed below:

District Number Lo&atggrr] gf ggﬁm Location of Branch
2 Buffalo, New York
4 E nunragth %re"nona
5 B
6 e A
ennessee
éans Louisiana
1 Detroit, Michigan
8
e i e
emph|s ennesse
9 Helena, Montana
10 . nver Jélrado
@T( |ta/§k0kla
il | P so Texas

I’ﬂOﬂIO a‘Fexas

2.
osﬂAn eles Cahfornla
tah
po arie as g%n
%ebnclyn AN 5, N Brnches amed e, Fiferal Reservy BT Gloonenle s,

The Fed ra Reserve banks are ugder the geener%l su ervmg
of the (a ors of the Federal Reﬁ a/% 3{[9]
Bﬂaotee eserve ank3|ss P/ ememe

S, fac |ch B re\guwe to su scrl 0 f capita
stock of Its respectjve Reserve bank in an amount related to Its
own pald up capital and surplus.

[ 10]
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Each Federal Reserye hank has a board of nine directors
w 03¢ membeys are residents of the respective Frstrrct an are
rred dto admrnr ter th affairs of the Federa Reserve hank

im artra The terms of office of a rrectoys are

ears 0 ay]ra jed that the term. o 8 Irector of eac
assh rﬁrre ye IX Of the nipe directors Tre eecte
mber banks of the cgstrrct These srxy ude: three

irectors, who st erepr enarv the em er

H s an Yv 0 arg usually active o rcer ember S
F ass B rr%ctors who may not cer rrectors

or e]myo oyees of any bank, but who’must e ac rvey engaqﬁ
qectr no r

yérrct in ommegce a%rrculture or | ustr
8 irectors, member bg ks are divide Q ree rou
accor rn& to srée of caprta an sur us—small banks, m

\ze banks, an S

la anks. roup .of member an
ects one Class A oﬂector and one Iag gpdrrector

The remaining .threg directors WQ re called Class C
Errgctoys are apgointed b te Boar Governors o the
edera eserve sterﬂ (ynotbbeerthe offrcfes] F
rs, em oees r’sto hdp ersfaét(y ne of the ss
irect esr nate y the Boar ovgrnors 0
Fe e R seﬁr ytem as an o t boar drrectors
? er[a eserve agent. ederal eserve agent, h
e official representative of # e oard of Governdrs ‘an rs
requrred o m narn a Io al lr()f ice of that.body on the premrses
8 he edera e a mrnrst s such pa tls 8
aw as are ted to hrm mar rns a ﬁtock of Fed-
era§ erve notes, an ods the. ﬁtera or sy notes wheH
rsfsu xamrnfers apE e wr the Erova of the Boar
ve%nors 0 h Reserve tem examine ? f
ember eFe er ﬁeserve Age eeps Imself y
Informed 0 t e condition 0 member~hanks.

Looking at the mcalke u/g dpf a_Reserve hank bo rd o gc-
tors In anqther way, Class Lrectors repres nt_le | ers of funds
Class B hrectors regres n] OFTOWeTs, fan Class C directors
represent the interests of the general public

. chref executive officer of a Federal Reserve bank, effec-
rve arch 1 %gé ; b resr?tent w%o to ﬁer wrth t%
rrst vrc resrdent rs a or te term o
rre s Wrth e Boar v rnoré
serve cers may appornte
y t e boar era

IfGCtOfS 0 t ESErve Dank.

[1]
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The Federal Reser(\{e banks derive their quds for advanﬁe
to mth er hanks or 0ﬁen market gurc ases Prmcrg Ey
rom the er con erre upo gresst ecelv
gosrts an 0 {0 |s dera F%ese e no ebeprmcr?(a
ureso eosrt ‘k eseve anks are the member b i
are re urre to Wrt eserve an S reserve ha
B e( bearing a sp ecr[re ercenta e relationship to the member
mens own deposrt labilities, and the United States Govern-

The Reserve hanks met hold a 40 Fer cent. reserve in r%)ld
ggrtr Icates aPamst edera] Reserve notes In crrcn atgo
er cen eserv in ﬁo certr Icates or other [none
?r? ajnst ﬁ ? tsrs with t eserve bn
a e In the form o old ce fl hcat S or Iawfu moneY
E e reserves of t e Reserve san consequen M rease
elr lending, power by, approxrmaeay W0 _an Imes
the amount pf the osrt %e 0SIts teRese ve nks, how-
ever, may. alsq he 0 %rned member ank rou orrow
In trom th e eEerve [ as a result.o og ar eJ
cg ses by these banks. epoFgrts obta ne in these wa¥s 0 not
to the reserves of t serve or to thel IeJtdm
Eower tfut on the contrar utr %es me o 'the reserves and con-
equently absorb some of their Tending power.

Federal Reserve banKs are not ogfercated for the pur ose of
ma in pRoflts [t was t wtentron r{rress mea the
ederal Reserve d&ct thaé activities of the Federal ReServe
anks, be drrecte ward In uenlcrn credit conditions tor the
est [nterests Eustr agricultu %nd commerce onse
uently, these banks in rgr ary times have a ange volume of
? assets and unused lendi g ower mce the Reserve, banks
e ultimate .reserves of the arb stem, |t 1S |mg
tant t at the endrng Power of these e at all érmes e-
8uate e not nX the seasonal man s of trade and In-

ustry but also unusual requrrements that may arise In excep-
tional circumstances.

, beeﬁ‘fé%vt'('re’trecf%?sat 6 Stocknold jf ! DEbar hanks ear%a”e‘ﬁtﬂtﬁﬁ
{0 receive a cumu five annfua lbereg ?g

id-n capital stock. On Decem % eer cedttmor;ttg

fr%elg%%serveg H% the 'memper gnkgq
(G el ko
earnings are paid Into the surpWrs und 0? trne Fe/deraf Reserve

[13]
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bank, which stren hehns th %Posrtron of the bank nd ncr ases
Its ability to serve lic. More t n one urt te
g regate net garnrnﬁ; (Q; the Reserve ba? S since therr orgam
Z was paid to t e ove nmer(tEJ as a ranchrse taﬁe 6)%

matp one ourth pal ividends to mem
ear ur un er act of Congress, was contripute
t e Ca |ta of .the. Federal Deposrt I suran e Caorporation,
our ins. |n the surplus accqunts h s ve ban s
n case o ofution o eea Res rve

h ny Hrpluusarle%]arr(r)rro ? ga)é E ds er
dends, and the par value of Tts caprtl tock is to be paid to 't
United States overnment

The Member Banks— atrona banks |n the ontrngnta
nite Sates are re urre ey mem ers of the Federa
eserv ystem, an ban s a trust cornpah %s ogerat
n un er tat %har er mlarﬁ2 with t rova oard
B Governars o the Federal Reserve come mem
ertinent mformatron with res ect to ‘mempershi P in the
eral Reserve System is given | a later sectron

About 40 per cent of the_commercial banks in the Unrteg
tates wer egr e(rs% System on Decem er 1 1935
feﬁ ember ad resources a Fntrn ut our
ths 0 the tQI[h ankrng r%% urce com rﬁr nks |
e couTn ere were' 6 er anks on Decem er
i ol T 10 J e e
\évtghes$25 0 capital to some teh Irarg st banks In the Unrtea

The relation of a.member bank to the Fedeﬁal RFserve t%ank
of Its. drsltrrct 1S s!)mr[?r In many.respects to the re tron 0
It s ¢ w(fl;{;from me

vidu
we erve banks recerve eposits and to member anks tHat t ey
make loans and supply currency.

e ﬁgh.;tt—tt% Fradnatgndv'wnar i

t, selected annya 0 Irectors 0
era eserve ani ydyS ICt alre Councll Is re orre 0

eF ?]shrngto t Ieao/t rrourr ti ?]each Xea( { r\ten rf
eLn ano/ nr]aﬁ FJ ri 0 gr r(hese?ngs in a]sﬁrn eosrer o? e%e
{1 ah agviso yct’t’”"' maX L

Governors o{ the pIfaeoeyral ?teserve System“on general %usrness

[ 14]
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and financial conditions apd making recommendations concern-
n matters vgt In the anrda‘s JHHS iction ants the “general
airs or the System.

The Work of the Federal Reserve Banks

%m rrncr al functions, o th% e(deral Reserve. hanks
re basr reseryes of the ban |ssu|n
[J serve nohes ma H I|,scounts a]nci
mem er anka urc asrn an rnvestments o )i a
ermrtte (51 arng Irect oan to usrnes an
ndust % %r ertarn conditions; cearrno coIIecrng checks
or member_banks, saf keerod g of ﬁecurr ies for member b aﬁ

outside of R}esew %n anch cities, and acting as fisc
agents for nited States Treasury.
: Holdr Re erves of Membifr Banks—Ever dgtermibe{r bank

urre aw to keep on .geposit with its. es_er]
asum hrch bears ecr d relation to its deposits
IS rensovgﬂs ortm erm seresrerve aann samoens%rvteserret tlrn d
on time de osrts are %% 03(? in all classes of banks qwhﬁ
[eServes re Hrre on eman ePosrts at the time th |sg %
was prepared were 1 r) eknt n central reserve crt){ %
Eer ent 1, reserve crt ans and 7 per cent-in other hanks,
nown as country ank
hanges .in the qume serve halange carrred mem-
ber anks with th tﬁes r\re% ?(3 are one o? emostr ortan(t
haltdprs of creotrh conditions. Since member banks are requir
P scribed rB[umum roPortron of . reserves |n rela-
tron to thei g 1t lianilities, and sgce IP 0 drnar]y times. banks
do, not casry a larg amount of .1dle. Tunds, changes in the
volume 0 reserve aances oré %rry corres on to ro-
R}ortronat C anpes in Posrts he When
ember eserves ncrease ec use |m orts. or
troug urc ases. b eserve hanks mteoenmret
banks tend to inc ease ther oans a d investme ts an %n
se uent t err de 0SItS, untr J ume IS as as {
R rve bal es are rtte ds % port. e other
reserye aban es re |m| |s troug orts
sa es o secyrities by t rve nks in the a( t of
rough a domestic deman or currency mem ban s must
bX tserra 88&”?%1”@3 f e re“”%t ra'%&ﬁpt ’t%‘ g A‘ék““mlg rle%ge?‘ and

I cen dr cen ra £SErve ¢
a ent eservec n g ger ¢ cent Or country banks; that on tr
epo Dedita ¥ Der efl't n’tem er

[ 15]
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?rther Irunrdate some of their loans agd rnv%stments or_borrow
Bom the Reserve anjzs In order to bring- their reserves up to
the minimum required by law.

Since the reserves onstrtute onIy a fractton of the deposrts
Ehat they are pe mrttﬁ to sroport s(rg reserves tend o
e acco panied nges] memlber b nk_deposits of ﬁevera
times the amount o chan t1s for this reaﬁon that re-
aerYars alances are sometrms referred to as “high power

The lower ortrgn of the accom an rn ehar hows
ourse 0 %m reserve b NCES (o

rror t e}se an es rarely e ceede the reserves re
gurre en memgo s when reserve balances increased were

er hanks WEre rHcre srng ther[) own Loans
Investments an deposrts rro aE ember bank re-
serves mrnrshed we

eriods whe ban credit, as me sured
either v loans and investments or by de osrT1 dec rne
creases, in reserves, therefore, were Indjcative o (bferrods creql
expansion, and decreases In reserves of periods of cre tIrqur
tron or contractron
Naqt onv char%;es in the Kolume of reserves of member ba]nks
Le SIgnifi ]a ut also the means that rrn out these
changes. It increases rn res rves are ca seit( rm orts or
0 en mar et operations v eSﬁrve nks, thm}/ com to th 8
ember vvrthout ausrn% em t0 horro H
r}seguenw vresut In at dency on the part o ebanks
outlets fo Hew funds. Inthes crr un]stances cred rt
con trons are easy an rnteresé rates ten cline
ever, the member "banks, Jn order ave t) requrred mount
o reserves must Porrow rom the é ank hen t eny are
efforts. to ?et ogt 0 Ves

to m t, an
me S Qr ca?f{?oans Credit conditions %ecome trgh an(! rnterest
rates advance.

For these reaaons th(e Reserve hanks can exert an im ort nt

rnf uence on cr% It conditions by rnBreasrng or decreasin
lyme of member bank reserves by buying“or selling secu rtres

rn the open market.

. Since 1% f 32 the demand for bgnk creErt by bysiness has been
rnactr(e heserves of member banks have een %rea 3/
rease stl, u Ren market oPeratr ns %er

i B Tl s oot o i S
eraI Fgeserv anks have een muc arger than t VYre minimum

[ 16]
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MEMBER BANK RESERVES AND RELATED FACTORS

MONTHLY AVERAGES OF DAILY FIGURES
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urred by law. These reseryes above le Iagal re urrements are
NOWN as “excess reserves. The conthe expa o these
%xcess reserves as In accordance t the Fe era serve
stemspP Icy of eas moneyﬁ rsue or the pyrpose 0 ower
b% ersesvar Ing’ money rates “and encouraging the recovery of

Some of the prrrbcr I factors, chan es in whrch hnfluence tR
volume o& mg eserve halances, 3re also shown on t 8
chart.* Gol stock an eserve bapk cr t ma be consjdere
% Rrrmar% squrces, of reserve fun s othe factors 0 not
itlons to the count[] stoc mcrease b k

reserves and ease cRn ditigns in the m eg market F
tlons in gold stock have eo&p srt% t, eefects VY
mcreases or dfe ’_%eases 0 rve ban cre t T rrncdaae
rt an comprrse s |scount for member

compone ts of Reserve han cre re Shown th mi
Bec on Q
s ou e open @ar et X eserve ban s
b% nre éates overnmeént securities. b
ﬁseher cﬁ s. As already ndicated, |t makes a f< rence

i1 Holti
ng%s in re erv&s are ¢

0
bans(es g)gm Seesre/reve nsksor re?luect boyrovrﬂng y me ber

ney in circulation” and “Treasury cash and deposits with
Federa? Isgserve B % nv¥hrch are asoys hown n t(hepchart %
ometimes SH gen 0 tors ma ing use 0 reserve.

Tncrea es an ecregsesr these in the opposite dire

0% tIOE
C an es N and Reserve an cre é mem erE)
ne% H’EHEXQ eet customers’ em% egta[)(/) qe It Trom

ve { he amo Lg s reserve
accoun an a mem ef ban sur lus cur-
renc &Ht
cco A
ank an

ith
euonSIsvrh rearvrng crer\fV mearsurresrrve

0n de osrt wrt tpeyde eserveybanks
ras cas nthe sur vaults resutma eﬁreas In reserve
:1] nceds member s oran In reasﬁ mr elr _borrowin s
whi rsements 0 such funds reasury have
opposite effect.

The Federal Reserve bﬂ \< Y be thoug (s of as afsystem
Bf twelve resgrvorrs eg ri he reserve deposits of mem-
er banks and prepared to make Ioans to meet the credit needs

it PR A g B e
[16]
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of its res ective dISt[)ICt Facilities for borrowm on soung
%ss s a s eserve ank are aQ assurance to a rHanag
F acn¥ to render hetter service to |ts industrial,
commercia icultural customers.

In actual practlce a memg r bdanks reserve account at he
eserve Pank %be increase eg egos'(tlng rrency.or checks
transfers a cP]rres on h \ye%orro P at the,

eserve bank, or B e sgle to t eser an e
cceptances, or u(n [ certain circymstances, by the sa% %
SO S S U e ML
eckeg aba]mst b%yhg member kgjank But any deficiency |n/the
requned alance must be restore
. No interest is paid op memher hank reserve depos
mtErest were (Jd %n sucH g]%posns eserye E rﬁé nPo Ilé EeeJ
ﬂ e?ooerae HP earn t elnﬁres and wou ave o R

thelr ? more mvesteg us, competin |reﬁ v[/)
commerma hanks or ans an Jnvest ents ince t P{u
mteres requnes p the operations 0 Reserv g
Bon ucted thh reference to 't 8 ]genera cond| 10n_0 cre %
usiness ratner than to the nee rnlngs the Reserve hanks
are not permltted to pay Interest on deposits

t nsion o edlt b Fegeral Reservfe Banks—The power

eserve st xt &redlt IS 0 reat Importance {0

u3| ess u t us take as an edampe groXer in

ustm ex s o wishes to carloa lour.” At t e
oment N account IS n CI nt to c?ver S

ea |estoh| for a [oan ebk

satl |e W|th ocerscre it r t|n rnasz hlm& daél oall

anote an rocert "the flour. As S It

JS cUstomers pa their b| S, t%e grocer accumulates ?unds
to retlre nis note.

In ordinar cncumstances a_bank’s resources are sfflclent
}o meet Its cu tomerhs Blrements hut th rocersa |cat|on
or a loan mag reac ank at a time w er cus
mers need business Io ns Bank ex |ts 0ans

t|me | ay In tur e force 0rrow. or teesta-
|s ment o e Fe era eserve System the usth an Woug
ave app |ed oan from S0 eot Lbank with which 1t ha
P cc UR sua . corr sgon ent ban scan meet reqﬂrements
of this character cqiing rn l] eir hank cusgomers Qwever
the COJresp?ndent ank similarly might not be In a position t
expan 0an

[ 19]
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ol T e
E ?Tl'il)ﬁé) ’ |t ma} ? fer to them&e%erv %an(h the roScer%
P ese|'1ve nk then examines, the note ]as f0 |ta
tqnlb”htey under the law and as t0éts Isoundnﬁss and, | sattsfrﬁ

|0an scounts. It and places the ‘proceeds In t
FESEIVE ACCOUt 0 qh Rus?rn ban d
Laer hen th rocers note matures a d | patd it

e B I il "l
FEQNT n { t g 1unas It borrowe rom the eser\t
as heen Dbette ﬁbe t0 serve Its customers t%an WOUﬁ

u

I

Egile ee{r the case If the reserve reservoir had not been avail-
e to araw upon.

Ehe rat ofr terest char ed the Hrbe bank by the eservE
bank 15 ca ed the * tscoun ate. ’TT érscount ate ac
I ée esta | vergceourtee

Eyassao pgseerrtlrse rgg %red y nert eeme% ssar Sy %
oard of Governors the ederal Res rve Xste a(?ov sub-

ect to review apd ete mrn tron tﬂ' [) & ernors
uch rate IS ap r unr orm%/ {0 a membe[ S In the h
trict a er e character and |

arac ly Tower than t
rate ¢ a ed its customersaby a memﬁer Hanl¥

The member bank’s lending rate at any particular mo ent
is determined, subject to Stat a Ia by.custom and busi-
ess conditl ns n the o t iscount rate at a
es Ve ban etermine are |th reference. to credrt
nditions. |sco nt rates are adva hen there is evr ence
excessrv of credit or the eve opment ulativ
agrtnérr%la d OWuced when usiness is inactive an eman

Federal Reserve baH snmax borrow from each other by re-
discounting loans which they have made.
which the Federal

Important types of credit extension i
Jf?oerser e ban syr%ay engage are gescrr d]bepow in" summary

Credrt Faci Jtres for Me ber Banks— Reserve nks are
uhh rized to ?coun tetr emper hanks et ,
whi consrstfs notes, drafts, hills of exchange, andg

ort maturities arisin to ) mercra

accep ances af s
trial} and agricultural transactions, an shont-term paper secured
[22]
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tr)rY obI| ations of th% United Stateb They are authorized to
ake ﬁnch to their meaner anks u on . the p Jomlssor
otes 0 tter for H s ot exceedi nmetﬁ/ ay’s élpfo
the. s curly é)a er el o dtscounth r purchase andfor
Peno 5. not excee ng een fays uPon t]e security of obliga-
Ions oft e United States and certaln other securities.

Eederal Rese(rve baPks ma%/ also n]ake advances to me ber

banks on oth&r Hds of Securl name upon ag ass ts o th e
mem er an hher ntber ise I| bI or nh |ch wil

e bl i e bt vl

ﬁbear mtereys at a ratehlt gtqesst han A F er cent per

hqt’e an tB |th]esdt discount rate (?he tAme in

JQ §tn€éssn% Orv be anke t0 errocueprgalgf pnrweesncwrber ban sltb%rbsn

coYIateraI o?ter tba elig Ej‘bqe pap%

Credit Facmttes for Other—FederaI Reserve . banks.
make wark |B8 capital loans direct tglestablls ed indus érla

eomme%mal sinesses whic fe Unaole 0 Secrp negded cre
rom IEI(i Sources. (‘f Exeoloans maly, be for heriogs
not exceeding five years, Federd tis ma al-

Reser

ticipate with mem ﬁn S or otber tll 3 inst tut|o E

making such loaps. At trd form of this Federal Reser e

assksta ce to In ustr or a member or nonmember to
eIIQaH sk rotectl tse Securing a commttment

omt eera serve (iomml nt binds th

esebrve ban fo ta e over the loan at the request o
[ endm ank and fo %ssume an ag{% Pro ortlon of any
08S, In No case exceeding 80 per cent

Federal Rﬁserve hanks ma also make advances to mdwbd
Has partners w Pr corporations upoF their notes secured
|recto atloso the United States for erlods not xceedtn
#n&g ?‘H‘”ﬂ%‘a an mgent clrcumstances, e Boar
E ver 0rs 0 t) ederal Resgrve r}/g em ma;/ ut ortze a
edt1et eserve ank under certain.conditions 1Scou t
n viduals, pa{ erships, or corporations notes tg a
0 exc ange o inds and maturities made e Ie or |s
or ember ban S. edera eserve pank s X |ch
ntermediate

ﬁort term agricultural paper for ke eraF
banks
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Open- Ma ket Jnvestments—Fede[aI Reserye banEs in ac(%ord
ance wrt(n e direction and reg atiqns P the Federal

arket Committee, ma Purc a? in the, open ma e}
an ers acce tanees cable tr ri ? lls o eéc ange
te Inds an ma urr es_eligible |scount aﬂd Irect “ohlI-
ations of te nrte tatés or obIr aflons which

u ranteed b

are Tu
e as Ce tan S Ortnlt%el’l‘ﬂ O%EGS EtlISOF](i 8? El%ﬁéraalnqnltretremeesdtrata

edit banks, of National Agricultural Credit ratigns, a
o gates In t e contrnentﬁgUnrted tates an ?rtrcaq subg-
visions th ereo These oPeratrons are an |mportant phase of

the System’s credit-extension activities.
Curren?y—Currency in this countrr){ Os become the “small

chanﬂe 0 buF e(gre ter the co ntry’s trans-
actions is sett a E chec ept when an In rstur -
ances resulte oard rrenc

amount of qurzency |n crrcu as varie ﬁc |e% wrt%
need for cash In"making retail pure ases and in paying wages

_The_Federal Reserve banks age the principal, currenﬁl r s
|rs of the Unrte &tes and their own noe or
asrceemen |n merrcan currenc M em er an
|n he cur P/t at“i ¥ng outb n( Fede Res rve
err tfict.  Nonmentber ban ua” 0 tam eir
rrenc elr corgessp ent ary< Ich”are members
erve tlr(n and order t e currency In turn
rom the e eraI eserve

Currew transactions between a member bank and a ngeral
esierve k are much th same as hose Hetwe nan or maA
and |ts de ositor dﬁ

ndividu gnee S currerm/\/e :

&ac nhrs %an a casfresr af

cren ance in the ban P in fun s In this manner

e ma orce to 0rrow. |m| ar[y when. a. me er bank

re UIres currence/ %ar{ o%t éo |tF stomers, it |n1e ect draws

cashes 8 ck on 1ts Federal Reserve Rank he member

E{nar{ Ind It necessary to borrow at the Federal Reserve
his purpose.

On the r()ither rrﬁnd when an rndrvrrLuaIers more curre

han h h 0sits it at his b
ogrq e%ewsrse e| ; nsrle?nlrlifra balnsk ecrds tg P%Ia]sg r(r)rore

&urrencey Hnees it will return the surrrn Us currency to the
eserve bank for credit to Its account. he Inc edase OJ
decrease In the volume of currency in crrculatron 0es not depen

[24]
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the F

on the initiative O[)anks

AR
e entjre cost of s

ban[s IS paid by the Fe

eral Reaerve hanks but upon. thg
elr needs, in turn, are determine

elr customers. it b
ing currency to and from member
erpzﬁ F?es ¥1k

erve b

In order t be able to s%p lé/ Il calls for rency withou

ﬁlag the Fe eral Reserve S eeg on ha stoc 50

enomlnatlons of currenc in. tlon stocks. 0

g H EcurrenC}/ als0 mam Blne at the Bureau of Engraving

rintin n ashington,

As banks of Issue, tBe Federal Reser(\{e h nks ave had out-

standing b8era erel Kesetye notes.and f eeFﬁ*a Cagrie pan

ecurrencr s| mteUnlted tates to gabouﬂﬁﬁfooeoooo
In crcu ation urln% Decem er b, Federa

however, have Deen Issued on

those Issued durin
sappearing from ci

sma
rapidl

|on? Orbe amount outséandln g at
Jy |

under s emaT%soenr(\{e
e has begn re atlveg
anking emergency ar

: W'}

ation.

bl

A cardboard carton of currency being strapped for shipment by a

Reserve bank to a member bank.

Steel bands are placed around each

package while it is compressed between the jaws of the machine.
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Federat Reserve notes are obli at| of the Upi t]ed States
dar irst an%ga(ram]phunt ien 0 a teas ets \7 ssum
p”q/%rgj? erve ban ey are lega tender ora

public an
Fed“rat) teggtgt E‘esﬁg for i p e, epplication, tf% 'fé

|ssue e Fe e Selve ﬁ n agamst the secur

certit Cltes %d o comm rC|a it cultural Pa er r{ws te

m purisgsee S cEeddpﬁ erseecrve F astoannsd 0¥ )t §% €s
ﬁgn authortzed [ty t X goaré overnors o the edera %

Tlie 'packages shown in the above illustration are new and used Federal
Reserve notes being issued by the Federal Reserve agent to the Federal
Reserve bank.

serve System. .Every Federal Reserye bank is r to main-

fain, res)erv S |n gi!d certtrfacates 0¥ not h?SS tﬁgu”&g rner cent

%%?A”?:Etrtt? aetegr} maiftaing tesrt\t e fgeadlier of e, O
tates for the redemption Oilts ed era eserve notes, but this

may D€ counted as part of the 40 per cent reserve.
* Extended to June 30, 1939,
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ISSUE AND RETIREMENT OF FEDERAL RESERVE NOTES

[12]

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



The co
or Fed er

notes |e
erve s
ank

rssued

Iedged with the

6 o TR

at an
security to prote

0ar.

mHst %1t %eless th

fime ca

Every R serve bank is re%urred to redeem in lawfyl
Its own Reserve not a
Reserve t but It rna not place the notes o
Reserve an 3 rn rrcp ation agarn n

B ent U ace the notes

ired to r H |Jor mp t\y everx other
BO 50 suc eserve pank, or, v

to forw them {0 the Treasurer

[ngton.

rve ban

Currency returned to the Reserve banks is sorted by machines of the type
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retrrem(ej

returne y t
S to the ¢

the ?ormer IS then entrttted

shown

stod

in this illustration.

[28]

nt by the Reserve ban
n the amoun

vernors 0

tor&eé\era

eserve notes

the notes |
era penat

ad worn an mutilated 0notteg arneletc?:telrﬁzeo ”}at
y ﬁ | str?fvrtgor urecertalrn them to
tg/tﬁ its F eaerm }ﬁes

e return of an equivale



of coIIater%I Returned notes qaln he obtained fﬁom the
?ent on the pre %ntatlon of co aera as required for the |ssu§

new notes e costs of engraving, ?rl ting, |ssumg an
retlrm% Federal Re eéve Hoter together’with insurance an ship-
ping costs, are pal eserve hanks.

Currency which returns to the Reserve banks unfit for further use, is cut
in two by this machine and the two halves sent in separate shipments to
Washington.

The. facmtles V|ded bty tb e Federal Reserve S stem for
horrowing ou sou assets 0 obtain urrenw rﬁ ress nt o e of
the most or%antFt rquvements tite ert an nan-
ciaL SYRLem, ;e Fedkral REGeIe et curttt%“s e e
¥vas dI#ICUT’[ to oBtam fllrst Hecaus facmtle ytor 1SSUIN psptl
C|entc rrenc to meet emergenc man s did not e |s
sec ecause there. was no ce tra trom whic
Iu orrow while m Imes of ftcgltx Iar\%e sca
DOSSIblE, eétt?ne”é%s' iy of V.Vn't‘f st%mt% S o ctte'm'
Bv on Wt rpnm a c Uses 0 % fgamcs otpgl% %

n man suspended eéy ents to de O?It rs, not-
W|t stan Ing t ctt at they owned sound assets of the types

[29]
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on WhICh the Fegeral Reser t%ary@ noyv extend credit. The
e %efvepo%“?gem e?ﬁ?eltsthe o A R A
of cash |n the years 1 301

The demand for currency is one of the principal sources of
Bhe seas nn] demanduf rm/serv ank cre |t ﬁls | shown]
tecarto onW|c e|n reseﬁtetota}]
cre extg eservg anks i ?a%y 918 rou?

ecem er 1 an aseﬁon W? volume of maney. In cjrc
tion. The cosg re aélons P the seasonal fltéctua ions In Re-
it In"cufrency Is at once evident

serve bank credit an

A coin-counting machine in a Reserve bank. In 1983t nearly $300,000,000
of coin was received and counted at the twelve Reserve banks.

Interdistrict Settlement Fund—Each Federal Reserve bank
has V\? dr osEt of gro‘tf certtlflc t S Wli:-'[?l the goard o?& Yernors
? urpw twelve deé)osﬁs IS called

f |str| et lement Fund, w ich was create Rassh
ral Reserve panks In settlln% thelr tr nsactjops wit ot her

Erlva%e or ‘ie se |re? conflect edera FE&eserve rl(s and
ranches, and at the close o ea day the Reserve banks wire

[30]
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E)Washm t(f(n thar total of t moug ts that the¥ owe the Bther
eserve b nter |stn ettlemen und combings
hes flgures and trans ers sums rom one ban sa? %nt In the

to “another’s acciount 10 trke net amount o ese Inter-
an ansaanns this check co ectlonf transfers of
unds for mem

%r hanks and t eserve pan

eTreas fr Federa
Investments, and an enormous ma other interdistrict. busi-
i\eepl % engnes an wn out

§SS ar? trﬁnsacetre]tgs 0% %;nc00 Q) usiness totalin
% Y%(?SOOB 086nwas handIeJ oyugh the ]Interdlstract §ett?emen

Check Colleigtlon Under re%ulatlons rescrf]bed b\{ the Boarq
Governors o the Federal R erveS stem, the twelve Fedﬁra
ese[]ve an S ach rhatlon -wid e cean house . for e|r
mem~aer banks an L Hc nonmembe an aﬁ mahnta
ErO(P” te baIancesbwn e Res(irve bﬁ For these ﬂ] s the
edera gr\ée anks will’ collect checks drawn on a
*nte mte tates which do not deduct an “e

OrB ghecﬁCkS on \tlyaemseF rece|Vﬁ throu ﬁ”na“ egaé%e’

s drawn on ban S In the same ederal eserve

Bundles of incoming checks being opened in the mail department of a
Reserve bank.
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dlstwct de[f(osned vY] a Reserve E aaer usuaIIX sen&dlrectlrv

rawn awn o an sina
qh er Federal ese ve |§ rct, wever are. ordln rly sent

e Reserve of that bstrlct rpresentatl 1S"pa meqt
etween Fede

r eServe or the proceeds, of chec P
eftle;

i ma%.rv S oo T

Interdistrict |tem rou ht eIn er ist |ct Se tlement F ave

educe ater|a the ave age. tim require to col-

ect out-0 town i S unde eod| rec routln ?ractlce
t

AR WL g T
check{ represents an impaortant S%\é!:rl](% to snness e(vﬁ ank:

g In this COUI’IbI’ Ma ﬁOVBf C Fe o T(CJ
Fe era Re el'ﬁ nks without payment 0 ‘exchange
ch arge” and this represents a Iarg saving IO commerce

Sorting U. S. Treasury checks in a Reserve hank. Each pile of checks is
drawn for a different purpose and by a different disbursing officer of the
Government.
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Callection of Notes Drafﬁ Bonds, Coupons, etc.—The Fed-
eral R se{ve anks also collect m celaneous Item H ch as
Hotes rafts bonr&s coupons, etc., o ecdrron erg% made t rou%
rect rou%n and the use of the Inter Istrict Settlement Fu
In much the same manner as checks.

Wire TransferunJ Funds— ember h m}( wrshrn to crea(’1

baIBnces or p S In anoth art of the coun ma\x
mea so W”ﬁ tr?nsfer rough their erve ﬂ) It
out 10ss of ti trans ers arg for mu %of Tno
(r]ost to member anks excegt where .mad e t benefit 0
(e] ortecostfofte
eans o

signate r‘rstomer when charge IS m
te egram Ese transfers are ac omFI [(
vices from the sending to the receiv B? edera L eserve .han
ment rs made through the medfum of the Interdistrict

Settlg

A clerk in a Federal Reserve bank counting coupons from various U. 8.
Treasury securities after redemption by the Reserve bank as Fiscal Agent
for the Government.

theFdscal Amqenr:Yn tThe Reserve Panks ahct as fiscal aqents oJ

ovVem (-% e SSUe, trans er, excnange,, Convers Of] aH
re emPtron 0 {rrte taJes Government s HI’III&S and I t
administration of special deposit accounts o overnment In
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ber_and_nonmember bank ions formerly performe
rThe Sub Treaaurres of tﬁ fJ ite §ta es In co gtron ﬁ
the exchange redem hon 0 nt[oney or the pu |c are an
ed now e Reserve banks, They are also called uPon to
agents for various, a encres an chrE ations

y the Governme

serve aﬁ
estab‘as h a?:for ex&m onstruc-
fion |n nce Corp oratko iscal @artmen

an s and the public

ﬁ Fed era Reserve hank 1s a convenjence to
aving occasion to eaI with the Government in these matters.

Informatjonal Services of the Federal Reserve System—Im-
ortant worL IS arrrea on bg/ the Board otS éoverh s of t n
ederal Reserve stem at % Reserve ban S |n t Ie

col ectrnn and . anaa/srs o |nancra usrnes data of loca

natrona and interriational scoR c urate ent Infor-
ﬁtron of this ch, ract r1S esse t,al e orficials eYsterr]
0 are res o sible for natjonal credit oIrcrefe forhﬁt mdteri

vﬁus asse IS ét%eg IC as ar as Bossrb e benefit
mem anks and business in general.

The %ffrcral publicatio the F?Qard of ernors of th
Fed era es rve stem te edera esere etrrb skrssue
month N su |ed ree rge to all member ans an
at su scrrg |on ar to cover rrntrn
to the.gener gnhbrc It |sasourc statrstrca mat r| -
|ng | ?ener usrn ss co drtr ns, t e operations o (h -

esefve banks an anks, mgney market. eve orh-
ments In this co X orernqtn han |n ata, includi
exchange rates ldings of c ral han san governments
reports”of centra nks, and simi ar material.

rgonth e\ar OFE busrnes con trons In. its drstr!)ct |
[ssued eral sferve E erevrews are pase
In art nrepo[ts recerve rom ba sanét rom Irms. repr sent
|n e % Ines 0 itry ap are ﬁ< to |nc e the
ype .of In rmaygn currently “usetul to bankers IP theyr endrn
a ctivities. |t|ont temon revrews of husin sfcon-
|t|ogs aIar eamount statrs ca atter tor the useo ofrcer?
P |r&ctors IS pre are at each Federa ﬁserve bank. Severa
?erve anks maintain libraries hlare 0 en t(

ub I(ﬁ ording access 1o . cglle tions of well-selecte df 00kS
agng lets, and “current perio |cas on economic and financial
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General Information Regarding M embership

in the Federal Reserve System

Among- the privileges which a bank enjoys as a member of
the Fede?al Reserve gystem are the foll \W

L Famld;les for rediscountin ellglble paper and obtain-
Ing advances on promissory notes

Obtaining currency and coin promptly when needed.

tI;I)eigect use of Federal Reserve check collection facili-

Direct use of Federal Reserve non-cash collection
Service.

Transferring funds by telegraph.
Drawing drafts on Federal Reserve bank

afekee fSéCUfItIeS(P y the Fed es?rve bank
or me db% rhks located ‘outside o ederal Reserve
ank and branch cities.

~ S o ~ L PO

8. Use of the emblem

o

emper bank _deposits are automatically jnsured b
&e Ee erap De %Solt [nsurance %orpoyatlon up tX
5,000 for any one depositor.

As stated abovg all natlonal banhs in pe contlgent | United

tates are required to ome MEMOErS, 0 era ESEI'VG
g/S em. Int e case o ofate. banklng inS ItUtI(H]S Inte este Iﬂ
comln members, app Icatlo u d resse

deral ESEFVFlca P a}ot £ rﬁes%rve Her F dist I'IC |n

Y\ﬁvlecshtl heesagwe congitjon 0 t e n(? 61< S fggg\(ne ; ent
tons tg ﬁ] oard o? ?th %edereﬁ ﬁ serve g?/stem

vernqrs 0 ?
which must pass on each application for membership.

mem%efscﬁlglg 0 odtE PR PR ChndiaRiation Ty on o
) The fi | hi Fth |
banek al%ncf]ae gelr%te?gY %adrag?enrdggolrt]s ?natnggéa#]p X ng

he ade uaC}é of its capital structure and its
uture earnings prospects;
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(3) The (cj B ence zi(nd n(eeds of the community to be
(4) flsrb/eetheryltt eor rate powers are consistent with the
urposes 0? % p|9e era? Reserve Act.

ame 0 th rtant statutory provisions regarding mem-
bership are SmpsgaL y o garding

chi C|arP tﬁl |red To be ellible fog ad |ssmn to member

prly includi !\ﬁlorngs%ﬁ\é%% Pem a ank or trust co

s and ot r mcorgorated han
|nst|tut|on ﬁ ngaged in 5|m1ar business but eﬁ< gtln mgtual
savings ? a

Hnlmgalr 3 :1g|ta %l?ffpc?enctatbtaenﬁtig it ”t]g Stt)ecor\be a Ratlongl
ere it 1 5|§uate exce d; at this require-

bevbé’b%ﬁ" .%a?peyffgﬁ e i
bg/stheelgotared %6 ovgrn trse o% %ve Free mrlerﬂeeggr\r/nea s?er‘bv a\ll\\lll?ﬂ

ect to t anks and trust companies having avera
dquosns of £10 6%0 0 more, wblcb aferpt at year aré req |r8§
ﬁ %err?ee{nts ? 8ft e. Federal Regerve System, |n order to have

ep03|t InSurance.

A mutual savings bank havin ital_stock mus
eligible, h Ve surbqgs anH 8IVI e ro?Pts of . not I% ﬁban the
amouna caplta require tO organize a national In the
same place.

The gnnlbmum cap | requwements with respect to new
national banks are as 0

In cities having population of: Capnéﬁ"ﬁb%ired
$.50

n ., outl |ng distric |t with .a population exceeding 50,000 %gﬂg%

i abltans prowdec} Q[ T permits BrGanization” 6f %Pzﬂe gen(Ls 100,000

tock Subscr pplyin ban IS required . to .sub-

SCFI% ?or stoei rPtbe Fe era? F%e}éer e of tﬁg dlstrlct in.an

F e ua ger cent Its (ﬁ ca |ta d surplus
mcb tal notes apd debent res sold t b econs ruc-
|na ce orporation), except that a mutua savings ban

s banks utu | sayings hanks Morrls Plan banks n§ other incorporated
antingsb iy £ = Lol bb%eeseeea' it A

] h e
Merm aers of ﬁhe edera eserve Systemt in Order to have deposn msuraﬂce e0°10" becorne
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must subs?rrbe for ar(} amaunt of stock ecwail to shx -tenths ?f one
er cent of. Its tofal deposits. one- t) ar va ﬁe
e stock IS @ the ot er haI emarnrnsg to ca
Board of (Pvernors of the Fe gserve }/stena ét
eamount aé In, the Reserve hank pays cumulative dividends

at the rate per cent per annum.
. Re eer uire enlt<s—A member B |1k must maintain with
(3P SR B ol M ST PO
class of tth (fg osit and thepl c%tron of t% Bank as Fogllows
Member Banks: hBeposrtesmt Deposﬁsf
Et B) [ SEOLraL TEREIVE CILIES 132)/}’ 3{&
""""""""""""""""""""""""""""""""""""""""""""""""""""" Y95 0
S and de srts |ess aances due from other sh items in
ot R R Rt Saar' G
If IBcat d in an outl rng drstrrc esBerve crtfy however,
ﬁ I_e an FEnay upQ pR]ro 0 oard of Governors
ederaI eserv ste hav s reserye. re%urrements
re uced t 0se s ecifl [ocated In a

drstrr t r% centra reser e cr a]y wrth the ag rov(i Hg
Boar qvernors of the F d Reserve. Syste ave |
reserve requirements reduced to t 0se specrfred In nzb .

. The Board of Governors of the Federal Reserve System ma
in order to prevent rngurrous credit contraction g ﬁxpansro
change the requirements for reserves of member banks located
In re e ve an entraI reserve cities or of t ose ocated eIsew ere
or o | member hanks, but suc reserveﬁ shall not b (els

f]centa es of deposits s own In the above schedule nor
mor than twice such ercentages.

The law pronrdes that Bo ngw Ioans maP/ be made n?r an
grvrden S ﬁ a member E |ts edser e 15 de |cren
enaIttr Srescrrbed the 8 Governors of
B era eserve stem are assessed frc!)encres in a
ank’s re erves ercrenc are computed. 011 the hasis ?
average net srt nces for sem -wee \y weeey 0(5
emr erro or ban ?cated In edera Fserv an
ranc crtre eserve cities, an sewhere, respectively

VquntarX Wit drawaI —Any Stag rn]embefr bank or tr st
comPan g withdraw , from “mem ers(! ter six moP
written ‘noticé has been given to the Board of Governors of the
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FFdﬁia'orRﬁéerhvard.srmmr H&?er rr SuTendet “%raaca”a“
eXCeptjo a crrcums nges,. SIX monts notrce ma
warve In n rvrdua 5es The aw
however, that no e]

ress authorit ergoar(esecrgreceblan r?}r]na théxcen)aeﬁga?engar

gear mrire th n er cen t of Its ca ra stock on account of
uch voluntary wrth rawals during that year.

. Examinations adndb Re orta Natronal ban I%s arcrd their affrl
lates are eﬁ(amrne amptroller o t urrency an
co res of e( reports are rnrs ed the Reserve bank.
mempber han % and their a |I tes are exam{n db ¥ exam}nehrs
pointed_wit tea roval of the Board o o(Ye nors 0 TI
era eserve S em: and, whenever t irect ors é)
edera eserv% ba rﬁfrove exam nations madeb TI fate
Sutnontes, Shet aer HonS o 1, Yeport, Mercol may be
ornPg H 8 . oard n}a%ov rnors og ?re Fedeg
eserye ste ee S it esrrable go ave a]t east .one req ular
examination of each State me ank, ch its trus
artment, made urrn% each calen ar ear eera eerve
ank’s exa Iners et _ﬂ] Indepen ornt \ﬁ a]te
an in thorities. e laws Qq or tateEeSUt orize t

B tq ce tpe reports.of exam ners eral Reserve
anks In lieu of examinations by State examiners.

A tatﬁ member bairk is required to furnish rt Feder I Re
serveI an sem -annual re ortf of earnrn S and vidends

not essfr # pe re orﬁ condition each year rnc
pﬁrtso Its raées wit certarn >%ce tions), “and to

SUC rs o con rtr? A]natrona endst rts era
Reserve hank ¢ reé similar repor[)swrc It sy rts {0 {
comptroller |[rgft uBrencly rpem er ban rrstaso urnrs

odica da

ES eserve wit reports of daily net deposit
alances for reserve computation purposes.

% nches of State Mem rBans State me ber banks m a}/
esta h and op frate ranches on the sam%con rtrons a

£ tto eSﬁme Imitations as th?se ap&lr%a gto nationa
Erons of the laws ate mw rch

e to the provi f Jwﬂ(}/
ove?rcr%es n{SEe eraI E{eserve eSyasptgrrr(r)V\%ntr? rtes%ecto% the
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establish etof ut-of-town branches. The Board’s approval
%}t re%uWeg %rancheswwrtnain thg chty, town, gr {)/Fr)lla\ée .'ﬁ
ich the parent bank is situated.

krmrtatron on Interest Paid on DeJJosrts—No member bank
o t Federal Feserv System may p ?/ Interest OH Posrt
|s aXaé)e emand, |t cer fple{crfre r[) ons:
over 0rs’ 0 ederal Reserve g 'ﬁ
requrLed w to i “egu atton the rate 0 méere t whic
may epa ymem er nks“on time and savings deposits.

Mrsce# a:neous Provrsr ns—There re a number o{ other
srons 0 edera Iawr atr ) dr rent aspects 0 operatons
na |o|n(! as WeI as ate swhrc become mempers
n e era eserve S se mem r hank must. have
not s th aP nor more rectors e are provrsrons
r 9 atrng oanf ? sown ex ?utrve o frcers rovtr m\g
of the remova g drrector or B er for violation. 0
or for continued unsatg or unso gm [actrces |m|t
he deqgree to which directors, 0 cers oyes of mem
anks.ma se[\re other banks or sec r|t| tSn| altrons an

Imposing penalties with respect to em ezz eme alse entries,
and similar matters.

é)ther im ortat provr lons \Brohrbrt memb%r banks fro
len dpn 0 ? ?terr own stock: Er hibit ¥men 0
rﬁarne divi en Imt actrvr(nes with reSpect to uchasrr?
5 rities and

S'[OCEg unqerwrhtrn(r; ane hPa Bé/lgng i SC ﬂcom

ulate t |atl
2 ates o |b|t affiljation, Wrt any 0rga |zat|on
r| cipally In the issue, underwriting, or distriputio securi-
Igs: m| Ioans on, sto rbon tera Imit oans to or
Invéstments in stock of affiliates; an Imit the Investment In
bank premises.

Cor]dréﬂons of t%vembershrg The Board Oé Governors .of the
5C

F eserve System prescripes for eaﬁ State nstitution
%ﬂn of gnem ership "conditions to which_the Instifution
s ee efore It 15 ad |ttdtot stem. These condttrong
are . e to maintain stan ar I membher. banks, an
0] |nsur DOWErs exer iseq after their admission will be

consistent wrt the provisions oqt e Federal Reserve Act.

The Federal Resfe Ye af%ent In each district is rePared to
F ”trsh on reguest ull information as o dt rocgdue to be
owed and torms to be used in applying for membership.
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