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ID BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

Office Correspondence
To  The Files

From Mr. Coe

•

Date July 3, 1941

Subject: 

After correspondence with Yrs. Hamlin (see letters of May
25, and June 4, 1941) the items attached hereto and listed below,
because of their possible confidential character, were taken from
Volume 169 of Mr. Hamlin's scrap book and placed in the Board's
files:

VOLUME 169

Page 5 
Memo to Mr. Hamlin from Mr. Goldenweiser transmitting table

showing the wealth and income of the United States in 1895
and 1926.

Page 11 
Report of the Chairman to the Open Market Investment Committee

at Washington, March 21, 1927.
Page 15 

Memo to Board from Messrs. James and Hamlin attaching report
of a committee of directors appointed by the F.R.Bk. of
Atlanta to make a survey of the quarters and organization
of the Havana Agency.

Page 37
Member Banks Borrowing Continuously in Excess of Capital and

Surplus during February 1927 -
Pa

Pa

0
X-4820) Changes Procedure in Elections of Class A & B directors.

X-4818) Group Life Insurance.
Page 103 

Memo to Mr. Hamlin from Mr. Wyatt re Establishment of Federal
Reserve Agencies or Branches in Porto Rico and Hawaii.

Page 107
Memo to Mr. Hamlin from Mr. Eddy attaching Report of Committee

on the Function of Custodies in F.R. Banks.
Pages 134 & 137

Memo to Mr. Eddy from Mr. Smead re cost of bank premises of each
F.R. Bank.

Page 139 
Cost of Bank Premises of Federal Reserve Banks to December 31,

1926.
Page 141 

(X-4831) Bankers' acceptances secured by terminal grain elevator
or warehouse receipts issued by the borrower.

Page 142
Memo to Mr. Hamlin from Mr. Smead showing earnings and expenses

of the Branches and Agencies of the F.R. Banks during 1926.
Page 143 

Memo to Mr. Hamlin from Mr. Goldenweiser giving some contrasts
between now and Grover Cleveland's time.
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likOw
ence
dowAm,4

Goldeaweicer

I translit herewith a table showing the wealth and income of the
United States in 1895 and in 1926, first in dollars without reference
to the price level and secondly in doilars with the purchasing power
that they had in 1913. The table shows that when dollars are reduced
to an equal purchasing power, income in 1926 was two-thirds as 1ar.(27e
as total wealth in 1895, and that the increase in wealth between 1895
and 1926 was twice as large as the total wealth on the earlier date.
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WEALTH D IN:30.YE OF TH2 UNITED STXTES

Ls,
( In billions)

: 1895
:

: 1926 :
Per cent of

increase

fealth:

In current dollars 76 375 393
In 1913 dollars 108 250 131

Income:

In current dollars 13 90 592
In 1913 dollars 18 53 199
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Form No. 131.

Office Correspodlence
To _

From

Mr. Hamlin

Mr. Goldenweiser

FEDERAL RESERVE
BOARD

Subject:

110
Dilte. March 14, 1927 If/T3

I transmit herewith a few hasty remar!cs comparing conditions at

the present tizie with those in the 1890's. I hope that they may be of

some use to you.

Volume 169

Page 143

ani.1,417,t MKTS. 0444.
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S
COI 'STS BETWEEll NO7 AND 03.01Liii Ti..2

In the period of Cleveland's second administration the United States was
a countr:i of less than 70,000,000 people. The increase in our population in
the past 30 years, or some 50,000,000, is equal approximately to the total popu-
lation of the country in 1880.

In 1890 the esti.aated national wealth of the United States was 5,000,000,-
000, or 31036 per capita; in 1922 it had increased five-fold to ;320,000,000,000
or nearly •3000 per capita, and our national income today is estimated to amount
to some :',0,000,000,000, exceeding accumulated wealth in Cleveland's day by some
,e25,000,000,000.

Before the late war it is estimated that we owed the world about ,000,000,-
000; now the world owes the United States several times that amount.

T.otal receipts of the Federal Government in 1895 amounted to .324,000,000. In
the fiscal year 1926 they were apDroxLiately ten times this amount or .3,318,000,000.
In Cleveland's second administration annual interest on thepub1ic debt amounted to

some 30,000,000, or approximately 40 cents per capita. Last year interest pay-
ments on account of thllebt amounted to 744,000,000, or approximately 640 per
capita.

Our stock of money in 1895, amounting to ,819,000,000, included 636,000,0)0
of gold coin and bullion. ri?oday our gold stock of 4,500,000,000 includes approxi-
mately one-half of the world's total stock of monetary gold. In the four years
1893-1896 our net exports of gold in excess of' imrts exceeded '200,000,000, and
gold remaining in the country was largely withdrlmn from circulation and hoarded.
This condition is in contrast with conditions today, when our banking authorities
are faced with the question of handling our gold reserves in such a way as to
avoid inflation of our bank credit.
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- Office Correspartence
Federal Reserve Board

To  Subject:_

Form No. 131.

From_ Committee on District No. 6.
('Tesers.-Jkines and• Hamlin)

FEDF.RAL RESERVE
BOARD

Date
March 22, 1927

Y)ur Committee has considered the attached report of a committee
of directors appointed by the Federal Reserve Bank of Atlanta to make
n survey of the quarters and organization of the Havana Agency of that
bank, and recommends that the Federal Reserve Board approve of the report
in its entirety, same having had the approval of the Board of -irectors
of the Federal Reserve Bank of Atlanta, as stated in a letter from the
Chairman of the Board, which is attached hereto.

The Atlanta Committee recommends removal of the Agency office from
the building of the :ational City Bank to a modern office building in
the sane locality, known as the Metropolitana Building. The Atlanta

Board voted, subject to the approval of the Federal Reserve Board, to
authorize the officers of the bank to neaotiate a lease for space in
the MetroPolitana Building for a -eriod of five years at an annual
rental of :>1,800.00, with an option to renew the lease for five years
at the same rental. The Directors of the Atlanta Bank have also au-
thorized its committee on the Havana Agency to procure plans and sueci-
fications for the installation of a vault and equipment suitable for
the Agency, and to close the contract for such vault and equipment.

Slight increases are recommended in the salaries of the present
manager and assistant manager of the Agency. The manager, 'sr. L. L.
Iragruder,now receives a salary of $416.67a month. It is proposed to
increase his salary to $500.00 per month. The assistant manager,
ffr. H. C. Frazer, now receives a salary of $300.00 per month. It

is proposed to increase his salary to $350.00 per month. :_oth in-
creases ore subject, of course, to the approval of the Federal Re-
serve Board. The Havana Committee states in its report that upon in-
vestkgation it found that the present salaries of the manager and as-
sistant manager were out of line with their responsibilities and du-

ties and were barely sufficient to afford them a living in Cuba.
In its report, the Havana Committee states that while it believes

that the present aansger and assistant manager can pronerly perform the
mechanical port of the a-)rk of the Cuban Agency, they :feel that the
head officer of the Agency should be a man of polish and address and

one who can represent the bank in the conduct of that Agency in connec-
tion with the high officials of the large member banks in Cuba and of

the Government of Cuba, and the Committee ha a recommended that the pres-

ent manager nnd assistant aanager be retained in other capacities and
that a man properly qualified be employed to act as manager, with sal -ry
at the rate of from $18,000 to 312,000 per year, and with a fund of from
2,000 to '-3,000 at his dis-osal to take care of such expenditures as are
not directly related to th,_ work of the Agency, but which may be regarded
as incidental to its activities.

Volume 169
Page 15
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•••• ••• • I•••

-2

Your Committee would recommend that if the Board approves of
this reoom endntion of the Atlanta Committee and Directors, that
it impose the requirement that expenditures for such a fund are to
be made strictly in accordance with a policy laid down by the Di-
rectors of the Atlanta Bank, and that the fund is to be audited
periodically by the proper officer of the tlanta Bank.

•
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ON
For

FID NTIAL 

use of Federal

Reserve Board only

Federal

Re serve

District

New York

Philadelphia

Clevelnmi

Richmond

Atl•mta

Chicago

St. Lauis

ilkneaoolis
Kansas City

Dallas

San wrancisco

TOT1L
Feb.
Jan.
Feb.

1527
1927
1926

EER BV.TXS BORROWING CONTINUOUSLY IN F,XCIISS OF C1PITAL AND SURPLUS DURT:TG FT.;.IBRU'iRY, 1927

ALSO BORRO.:IINGS OF ALL 1,741-BT,3R B.TKS T TH7 7,17.D OT T17.ONTF

GROUP I - N11 b-mks borrowing

continuously in excess of capital

-Ind surplus during the  month

Capi- !Dorroviin s on Feb.

Num- tal
ber and Amount

surplus

1 GROUP II- Banks in Group I

1 whose borrowings at the end of month(
  were at least twice capitql & surplus:

28 1 Capi- Borrowings on Fob. 28 Accomm-o--7

Ratio to
capital &
surplus

2 $1,260,0r)0 $1,621,000 129%

3 473,3oo 1 26,000 132

3 1,265,000 1,422,000 111

3 293,000 397,000 133

4 620,000 1,112,000 179

q 2,373,000 2,988,000 126

34 2,148,000 2,301,000 130

8 703,000 881,000 125

4 242,000 341,000 141

20 1,377,000 1,948,000 141

2 116,000

92

103
lo4

10,895,000
9,940,000
18,224,000

FEDERAL RESERVE BO‘RD
DIVISION OF BANK OPERATIONS

C. nRCH 2, 1927.

4424%772..a.. //6.c

7

171,000

1)4,308,000
13,323,000
25,296,000

1)47

131
134
139

Num- tal Ratio to dated

ber and Amount capital & during

surplus surpIs month

1 $75,000 $150,000 200';%

2 400,coo 313,000 2c5

1 31,000

1 35,000

1 35,000

2 53,000

1 50,000

9 63o,000
11 8o6,oco
11 6g9,000

79,000

75,000

91,000

116,000

255

214

253

219

104,000  208

1,433,000
1,749,000

1,547,000

211
217
225

St. 5315

GROUP III - All member ban's in district

Total
num-
ber

Capi-
tal
and

surplus**

162 416 $296,267,0'0

337 921 1,242,033,000

357 771 429,434,000

255 343 461,00,coo

194 574 205,600,000

139

495

191

79

111

93

153

475

1,323

6o6

747

167,733,000

564,333,000

176,333,000

. loo,600,000

934 138,567,000

817 143,467,000

6s6 296,233,000

2,566 9,168 4,222,900,000

2,825 9,206 4,186,166,000

2,659 9,437 3,932,600,000

*Includes a relativoly small amount of paper discountnd for

service certificates)
4-1'7]stim:-.ted on basis of c-Tital of F. a

Borro- ings on Feb. 28 
Ratio to

Amount* capital &

surplus

$41,605,000

135,746,000

39,407,000

34,202,000 7.4

23,207,000 11.3

30,410,000 18.1

79,727,000 14.1

15,992,000 9.1

4,731,000 4.7

7,717,000

3,637,000 2.5

53,087,000 17.9

469,553,000
424,839,000
576,643,000

nonmember banks (secured by -djusted

5.6

1)4.5
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ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

O 
FEDERAL RESERVE BOARD

WASHINGTON
Xit

March 31, 1927.

SUBJECT: Changed Procedure in Elections of Class
A and B Directors.

Dear Sir:

At the last Conference of Federal Reserve Agents
Eessrs. Hoxton, Martin and Curtiss were appointed a
committee to submit a plan nroviding for changes in
the procedure now followed by the Chairmen of the
Federal reserve banks in electionsof class A and B
Directors, along the lines of the discussion of the
subject which took place at the Conference. The
Committee's report, copy of which is enclosed, has
been filed with and approved by the Federal Reserve
Board, and the procedure outlined therein should be
made effective at the time of the next elections.

Very truly yours,

D. R. Crissinger,
Governor.

(Enclosure)
Volume 169
Page 50

TO L.LL CHAIM:924
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO

THE FEDERAL RESERVE BOARD

SUBJ7CT: Group Life Insurance.

Dear Sir:

March 25, 1927.

It is the Board's understanding that all Federal reserve banks

Vave taken out amployees' groun life insurance covering : officers and em-

ployees at both head offices and branches in an amTunt equal to their

annual salaries with a maxi= limit, usually f:f $5,000. We also under-

stand that recently some of the Federal reserve banks have made arrange-

ments with insurance companies to allow 

o 

emoloyees of the bank to take out

additinal enTgrap insarance at their own expse, or at a flat rate, any

difference between oach rate and actual cost being charged or credited to

the bank's expenses. The Board would like to IJIather complete infor-

mation in its files regarding the group life insurance policies now car-

ried by each bank on the lives of its officers and employees, and I would

request that you furnish it, at your earliest convenience, with the fol-

lowing information:

1. Date on which bank first took out group life insurance.

2. Name of the company with whidi original policy s wa taken

Tat, together with all changes in companies to date and

reasons for changing.

3. Conies of all group life insurance contracts now in effect.

4. Schedule of rates charged by ages or groups, if not shown

in contracts now in force.

5. Whether all ermloyecs of head office and branch are con-

sidered as one grow.? and if not how many separate groups

are there and what are the reasons for the saparate groups.

6. Statement showing the following information by years since

group life insurance has been carried:

Year Total Net Emplw-ee s Average Claims

Premiums dends Expense Average Average cost per dpai 

paid age No. employee benefi-
ciaries

Volume 169
Page 59
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.01111 X-431g

7. Whether officers and e..anlo7oes arc -wrmitted to ta2:e out
aU.itional graup life intrara-Ice under present contracts
at their own exnense and, if so, the nu:iber carrying
the adaitional inaurance, the a-.1ount of such insurance
in force and the 7-,ethod of assessing the e:.?loyecs
thE,refor.

S. If bank has made arrangeents referred to in No. 7 above,
show rate and total L.:mount paid by a7..-2loyees for additional
group insurance and cost, if any-, assul-::ed by bank.

It will be ap)reciated if you will furnish us, in addition to
the above information, such data as you have beari.ig on the reasons for
changes from year to year in the cost of croup life insurance and other
pertinent data regarding your erperience with groan life insurance Which
you think would be of interest to tLe Board.

Very truly yours,

Walter L. Eddy.
Secretary:

TO CT-UIRMEN O LL i. R. BNKL3.
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Form No. III.

Office Correspontence
To Mr. HPmlin

Mr. Tyatt

FEDERAL RESE.RVE.
BOARD
•
Date_

Ai(

163Anril 11,1927.

Subject_ _.. _Establishment.Federal
reserve agencies or brpnches in Porto
Rico and Hawaii.

Pursunnt to the reouest contained in your memorandum of
Merch 30th, I nm hnnding you herewith n cony of nn opinion rendered
by this office under date of January 12, 1924, nnd n cony of P let-
ter addressed by the Boerd to Pcnornble John W. Weeks, Secretnry of
Tar, under date of vebrunry 13, 1924, with reference to the estab-
lishment of a brf,nch or Pc:ency of n rederP1 reserve b

II I 

ank in the
Philippine Islands. What is sPid in this letter nnd opinion with
reference to the Philipnine Islnnds would apply equnily as well to
Porto Rico. Porto Rico, like the Philinnine Islands, is P mere
insulnr possession of the United States pnd its status is nrnctical-
ly the same as the Philinpine 'IM

It appears that Hawaii is considered nn integrel pnrt of
the United Stntes (See ruling on nnpe 91 of June 1915 Bulletin). By
the provisions of Ser:tion 2 of the Federpl Reserve Act, however,
the Federal reserve districts are limited to "the continental United
States, excludin,?' Alnska", and by Section 3 "brnnches of Yederal re-
serve banks mny be established only within Federal reserve districts".

It would be impossible, therefore, to estnblish n brpnch in Hawnii
without an amendment to the law. On the other hnnd, Hawaii is not a

foreign country and, therefore, there is no authority for the estab-

lishment of a Federal reserve agency there nursuant to the provi -

sions of Section 14(e); because that section only nuthorizes the es-
tablishment of agencies in foreign countries.

I suggest that if '1". ncFadden desires to have branches

or ngencies established in Porto Rico Pnd Hawaii he should intro-

duce p bill snecifically authorizing the establishment of such

branches or agencies. Of course, this office wi 1 be very :1.pd

to draft such an amendment if desired.

Memo and letter
attached.
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-7 c,7c1

Respectfully,

Triter stt
General Counsel.

411).

1,1
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The Federal henerve Beard

Edgar W.Free%an,Assistant Coun
sel.

January 12,1924

Esta,blishrient of Branch Bank

in the Philippine Islands.

This office has been requented for un 
opinion us to rhether or

not the Federal Reserve Lank of 
Sun Francisco may establish it branch at

4Lni1a in the ehilippine InInnin
. This question is raised at the in-

stance of the Secretary of War w
ho tranemits a cablegram from Gover

nor-

General Wood imp:trim,- whether it
 would be )oseible to have the Federal

Reserve Syntem extended to include
 the i'hilippine Leland by establiSh-

ine a branch of the Federal Reser
ve Bank of San Frenc1sco in 14uni1a.

There does not appeur to be any pro
vieion of law rhich would au-

thorize a Federal reserve buck to e
statlish a branch bank in the Phil

ippine

IslanAn, and I ar, of the cpinion
 that it could not be done without 

an.

umend:lent to the 2ederal Reserv
e Act.

SeoVon 3 of the Federal Reserve ;Ac
t provides in part: "The

Federal Reserve Board ma' pemit
 or re:-juire any Federal reserve 

bank

to estalAish brunch bunks withIn
 the Federal reserve district in wh

ich

Is located or within the distri
ct of ist. Federal reserve. bank which

nay have been suspended." The twe
lve Federal reserve qistricts are

 COn..

fined by law to the continenta
l United States and since the Act

 author-

izes the entablish.ent of bran
ch banks only wt In these limits,

 the

oossitility of a Federal reser
ve branch in the Ailippines is excl

uded.

It inay be that 3eneral Wood has in 
mind the establishment of

a Federal reserve bank agency ra
ther than a branch bank, and that s

uch

an agency would serve hin nurpose
 equally well. With regurI to this

question, Section 14 of the Fed
eral Reserve Act provides in part:

 "Every

Federal renerve bunk shall have p
ower * to open and maintain acccunts

in foreign  countries, appoint correspond
ents and entabl:?h Li;ono_19s in 

friabi countries  * *." The Philippine Islande•is not a for
eign country,

but is an innular ponession o
f the United Staten nnder the juri

sdic-

tion of the Bureau of Insular
 Affairs of the United States War

 Depart-

and there le ne express provislo
n aithorizing the estublment

of Federal renerve bank apen71
es except in foreign countries.

There Is a here possibility that a
n implied power to estL,blirh

an L.gervd in the Philiepine Ie
iands may be engendered from the p

rovi-

sion of Section 4 of the Federa3 
ieserve Act which empowers Federal 

re-

serve banks "to exercise * * 
all Power?, specifically grunted * *

and si;eh Incidental powers an shall
 be necessary to carry on the busi

-

ness of bunking within the lim
itations prenerited by this Act.

* In

cenetrvirg this provision, thi
s office has expressed the opinio

n

that Federal reserve banks are
 authorized to esta:linh domentic

 agen-

cies for the purpose of perfo
rming limited functions incident

al to

the normal buninen of *heir principals, and it was
 on this theory

that the Atlanta bunk entabli
thed an agency at Savannah for th

e receipt

and shipment of currency, and that the San Francisco bank 
was author-
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ised to maintain an agency at boise, Idaho, for holding currency

in caetody. In order to warrant the establishment of an agency, how-

ever, it must be shown that it is reasonably necessary or incidental

to the proper conduct of the principal's, corporate business. I do not

understans that the Federal Reserve Bunk of Sun Francisco transacts any

business in the Philippine Ielanas, except possibly to the extent that

Federal reserve notes issued by it are in circulation thsro, and it

could hardly be said that the establiessent of an agency there would

be reasonably incidental to its corporate operations. For this

reason I am inclined to believe that the Philippine Islands would not

be a legitisate place for the establiehment of an agency under the

incidental power clause of Section 4, although tin question is not

entirely free from doubt.

There are two possible ways .1.1 which the Federal Reserve

System might he inlirectly extended to include the Philippine Islands.

Section 19 of the Federal Reserve Act provides in part that national

banks, or banks organized under local laws, located in Alaska, or in

a dependency or insular possession of the United States may, with the

consent of the Federal Reserve board, become mesber banks of any one

sf the Federal reserve districts. I as infoised that there are at the

present time no member bunks in the Philippine Islands, and shile u

special Act of Congress would be rewired for the organization of a

national bank there, arrangements might be seade whereby one of the banks

orgunized under the local laws of this insular possession might, with

the Board's consent, become a member of the Federal heserve System.

Section 25 of the Federal Reserve Act also authorizes na-

tional banks, having u capital and surplus of 41,000,000 or more, with

the Board's consent, to estaslinh branches in insular pos essions of

the United States. Under this prevision of the law one of the large

national banks in California might establish a brunch in the Philippine

Islunus. In either of the above ways, the Philippine Islands would

have nome connection with the Federal heserve System and this might

partially serve General Woodlo purrose.

Respectfully,

Edgar T. Freemals,
Assistant Counsel.

EWF-sad
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February 14.

lion. John . • eeks,

eorete.ry Of ,ar,
,ashinLton,

/4, dear Li*. Seoretry:

The :edema lieserve Board has Oven very careful oonsidera-

tion to your letter of January 3 in which you transmitted a cableL
ram

from Governor-Goneral Wood of the Adlippine Islands inquirinc whe
ther

it would be possible to have the :ederal Leserve 4stem extended 
to

include the Alilippine Islands by establishing a braneh of the loder
n1

eserve Bank of :tin aruuojgco in L:anila.

It appears that the l',oard has no power under the law to au-

thorize. or require a l'ederal reserve bank to establidh a bran
ch beak

in the Fhilippine Islands. :;ection 3 of the :ed?.ral :.eserve ;tot, which

deals with the establishment and operation of Yeders1 reser
ve branch

barks, provides in part, "The /edema ::eserve 3oard may permi
t or re-

quire any Federal reserve bunk to establish ',ranch banks gulag, gle 

lidmliskjemerve diktrig,t in which it is located or rtithiat
jatdIstrkot 

amm0444tria,rqp9rve tcrhich may have been suspend
ed". The hil-

ippine Islands are not contained in any eederal reserve d
istrict and

amordiagly there seems to be no legal authority for th
e establishmnt

Of a Federal reserve branch banic in the lalippine Islands. Aker() IL

a possibility that if some LInk located in the 'hilippino Islands

should become a member bank of one of the l'ederal'reserve b
unks, as

provided by 'oection 19 or the Federal '.eserve Act, the Fe
dral reserve

district of that Federal reserve bunk woulL be afttomatioa
lly extended

to include the 'hilippine Islands. In such case, the authority for the

establishment of a Federal reserve branch 'bank might arise",
 but inas-

much as this (luestion is largely academic at the pres
ent time the ?Amard

prefers not to pass lk)on it. '

It appers :41so that there lc no provision of h,.y ,rhieh would

authorize a iederal reserve bank to establish :11 at,enoy in the Philip-

pine Islands...;ection 14 of the :ederaI :serve Aot authori
zes Federal

reserve beaks to establish agencies onlj In foreign 
countries, and the

7hi1i:ipine Islands are not a foroicn country, but an in
sular possession

of the United ::tates. The Board knows of no other provision of lawun-

der whiCh a iederal reserve bank aLency nicht be establ
ished in the

2hilippine Islands.

1heTloard, moreover, is inclined to the opinion that it 
would

uv well to defer consideration of the question wheth
er the -edema ::ererve
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.ystes could be extended to include the hilippine Islands until the

permanent status of the .1hillopine National Bank, now organised and

operatinc in 1.anila, shall home been definitely determined. The

3clard underetands that this bank is not a national-bankinc, associa-

tion orcanized under the laws of the United .tates, but that consider-

ation iv being riven to the question of oonvertinc it into such an

association. If this were done, or if this bank should become a, mem.

ber bank, it is conceivable that Governor-ten rid "ood's purposes

might In ,:art be served.

yours vory sincerelL7,

D. R. Crissincer,
Governor.
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r Form No. 131C

'Office Correspontence
FBDERAL RESERVE

BOARD

To  Mr.  Hamlin Subject: 

Fro. :;417

0

Date_April 12, 1227

For your information, there is enclosed herewith n copy
of the Report of the comnittee on the Function of Custodies
in Federal Peserve Tlanks. This report was presented to the
Roard on April 8th and ordered referred to the Law Committee,
and will be submitted to the Governors' Conference.

Volume 169
Page 197

2-s4SIS
GPO
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March 11, 1927.

REPORT OF THE COMMITTEE ON THE FUNCTION OF CUSTODIES
IN FEDERAL RESERVE BANKS

Pursuant to a letter from the Federal Reserve Board, dated January 5,

1927, in regard to the safekeeping of securities by Federal Reserve Banks, the

committee designated by the Board, consisting of

R. A. Young, Governor, Federal Reserve Bank of Minneapolis,
WM. !,1cC. Martin, Chairman and Federal Reserve Agent„

Federal Reserve Bank of St. Louis,
J. H. Case, Deputy Governor, Federal Reserve Bank of

New York, Chairman, •

duly met at the Federal Reserve Bank of New York on March 4 and 5, 1927.

The Board requested that this committee give consideration to all

phases of the safekeeping probl,em. The committee, therefore, after careful

consideration, has divided the problem into specific questions and makes the

following responses and recommendations in respect thereto, in which are incor—

porated their views as to the questions specifically raised by the Board, as

well as to other questions involved in a general consideration of the safe—

keeping problem. These questions and responses and recommendations follow:

1. Should Federal reserve banks receive for safekeeping secur—
ities which are the property of member banks, and, if so, should
any distinction be made as to the location of the member bank;
that is, should the same service be rendered to both city and
country banks!

The Federal reserve banks are all rendering a safekeeping service to

their member banks and it ir, doubtful if the banks could avoid the rendering

of this service to at least a limited extent, even if they desired to do so.

For instance, the banks necessarily hold large amounts of securities as collat—

eral to loans. The loans are paid off and the securities generally are
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permitted to remain with the reserve bank as a matter of convenience and in an-

ticipation of the need for further borrowing. Securities so held, even though

originally pledged as collateral, are held in safekeeping and it would be very

difficult, if not quite impossible, to avoid the holding of securities in such

cases. In addition, a large number of banks have lodged with their Federal

reserve banks for safekeeping all or a substantial part of their security hold-

ings. In some districts the reserve banks are already holding a majority of

all of the securities owned by the country member banks within the districts.

This represents a service of very great value to the country member bank and,

incidentally, to the public interest generally, for the reason that the majority

of country banks do not have vaults of proper strength for the gafeguardingof

their property. Your committee believes that the value of this service to the

member banks is far beyond its comparatively small cost to the Federal Reserve

System and that it is a service which is incident to the maintenance of the

reserve account.

It recommends, therefore, that the Federal reserve banks receive for

safekeeping securities which are the property of their country member banks.

As to whether or not this service should be rendered to both city and country

banks, it is the view of the committee that in general the policy should be to

limit the safekeeping of securities to member banks outside of reserve and

branch cities, but that the reserve banks should exercise discretion in the

case of banks wbich do not have adequate vault protection of their own, regard-

less of location.

2. Should Federal reserve banks receive for safekeeping secur-
ities the property of correspondents other than member banks,
agencies of the Government, etc.?

It is the view of the com7ittee that the reserve banks may properly

receive securities to be held for the account of the Secretary of the Treasury
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and other agencies of the Government, in cases where the banks are specifically

authorized by law to render this service, or where they have been specifically

requested by the Secretary of the Treasury to render it as fiscal agents of the

United States Government. The committee also believes that the holding of se-

curities for foreign or other correspondents may properly be undertaken.

3. Should Federal reserve banks hold securities in safekeep.
ing for other Federal reserve banks?

It is the view of the committee that this is a service which may

properly be rendered by one Federal reserve bank for another, but that it should

be strictly limited to the holding of securities which are the property of the

depositing Federal reserve bank and should not in any case be extended to in.

securities which are the property of its member banks or others.

4. Should Federal reserve banks receive for safekeeping
from member banks, securities in which third parties have
an interest proprietary or otherwise?

Your committee is of the opinion that Federal reserve banks should

not in any case render this service, for the reason that it would impose liabil-

ities which it is felt the Federal reserve banks should not assume. Aside from

the question of possible lack of legal authority, numerous difficulties could

arise in connection with this service if it were undertaken, incident to the

accounting for securities held which were known to be the property of a third

party, or in which a third party has an interest; for example, the administra-

tion of the inheritance tax laws, etc. In this connection the committee con.

sidered a letter addressed by Mr. Martin to Mr. Case under date of February 1,

1927, a copy of which is attached as Exhibit A. Furthermore, and as a pract-

ical matter, if the reserve banks were to undertake to render a service of this

character, the possible volume of business which might ultimately be offered

is enormous and would imoose e very great burden upon the reserve banks, not
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only for the expense which would be involved, but for the liability incident

to the handling of a great volume of securities. There would also arise the

element of competition with member banks which are especially equipped to handle

such business for profit.

The committee recommends, therefore, that the Federal reserve banks

should not receive for safekeeping from member banks securities which are not

the property of the depositing member bank.

5. If Federal reserve banks are to hold securities for safekeep—
ing should a charge be made for this service with respect to any
particular class of safekeeping?

It is the view of the committee that in all cases where it recommends

that the Federal reserve banks should render a safekeeping service to member

banks, this service, the cost of which to the reserve banks is not great, should

be rendered free of charge.

In the case of securities held in safekeeping for other than member

banks, as, for instance, foreign correspondents, agencies of the Govern-nent,

etc., it beli3ves that the matter of a charge should be left to the discretion

of the reserve bank handling the business.

6. What are the legal responsibilities involved in the handling
of securities for safekeeping, and would this legal liability
be increased if a charge were to be imposed?

There is attached as Exhibit B copy of an opinion of counsel of the

Federal Reserve Bank of New York, dated January 20, 1927, which the committee

considered and adopted. This opinion was rendered with reference to the law of

the State of New York. The rule of law is that reserve banks holding securities

in safekeeping for member banks are not in any case insurers against loss. In

any case where a reserve bank is expressly paid for these services, or where it

might be found that in fact there is a lawful consideration passing from the

member bank to the reserve bank (and the opinion anticipates that in all
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these cases there would be found to be in fact a real consideration passing

from the member bank to the reserve bank), the reserve bank would be liable

in the event of loss of property held by it only if it should be proved that

the reserve bank had amitted to give to the property held in custody the same

care that would be given by an ordinary prudent banker to the conduct of his

own business in like circumstances. In any case where it might be found that

the custody of the reserve bank is gratuitous, the reserve bank would be liable

for any loss occurring only if gross negligence were proved. These are definitely

settled rules of law in the State of N ew York, and while there might be slight

variations, it is believed that they are of quite general application. The

opinion expresses the view that while, theoretically, there is a difference

between a possible charge to a jury that the reserve bank is liable if it failed

to use the care that an ordinarily prudent banker would give to the conduct of

his ovn affairs, and a charge that the reserve bank would be liable only if

gross negligence were proved, yet as a practical matter it is doubted that there

would be any great advantage to the bank in the event of the latter of these two

possible charges.

The opinion refers, also, to the legal effect of the clause in the

safekeeping receipt issued by the Federal Reserve Bank of New York, as follows:

"The Federal Reserve Bank will give to property left in its
custody the same care that it gives its own property; but

beyond that will not assume responsibility."

At the time the opinion was written it was thought that this provision would be

of dotibtful effect. However, in an opinion decided in the last month in New

York it was held that the liability of a bank holding securities in safekeeping

was limited to that expressed in the receipt. The law is contrary to this in

many states, where the courts hold that contracts seeking to exempt a party

from the consequences of his awn negligence will not be given effect.
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The opinion also discusses the liability of the banks in safekeep..

ing operations on behalf of various Government departments, and, after ex-

pressing the view that probably there would be found to be a consideration

moving from the Treasury to the reserve banks for the performance of these

services, states that the liability of the reserve banks is to use in the

custody of these securities that degree of care which an ordinarily prudent

banker would give to the conduct of his own affairs in like circumstances.

7. Should any distinction be made as to the class of
securities which will be held in safekeeping.

It is the view of the committee that no distinction should be made

as to the class of securities to be held, if its recommendations in other

respects are accepted. That is to say, if the securities to be held for member

banks are restricted to those which are the property of the member banks for

whom held, then any securities which the member banks own should be held by

the reserve banks.

In submitting this report the committee desires to point out that it

has given careful consideration to the value of the service which the reserve

banks might render to the member banks in relation to the cost of that service.

It believes that the value of the service is very great, especially to the coun.

try member banks, who, in many cases, are without proper facilities for caring

for their securities. It believes that by restricting the service for member

banks to securitius actually owned by member banks, the burden on the reserve

system will not be great, and that the expense will be very small compared with

the value of the service rendered. The commlttee is convinced that the

service should be restricted to those securities which are the property of the

member banks, as, if this were not done, the volume of securities which would

ultimately find their way to reserve banks would be very great and would impose

a burden on the reserve banks, which they would be unrarranted in assuming.
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it would also bause. the reserve banks to enter into direct competition wdth

member banks which are equipped to render a safekeeping service for individuals)

Thich it believes the reserve banks should not do.

Respectfully submitted)

xR. A. Young)
WM.Martin
J.Chairman.

While the above report was unanimously adopted by the Committee) nevertheless
jovernor Young desired to have noted his exception in one regard as follows:

"Governor Young desired to make an exception to the
rulc described by Paragraph Four so as to allow the Federal
Reserve Bank of Minneapolis and possibly other reserve banks
similarly situated to continue to receive from member banks
and hold in eafekeeping collateral deposited by member banks
to secure State or other public deposits, the reasons for
such exception being that the Federal Reserve Bank of
lAinneapolis) and possibly other reserve banks, have done a
substantial amount of this business for member banks with
mutual satisfaction and further that local conditions are
such that the Federal Reserve Bank of Minneapolis) and
possibly other reserve banks, have relatively few opport-
unities for rendering services to members and hence are un-
willing to refrain from giving this substantial aid."
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COPY

EXHIBIT A.

FEDERAL RESERVE DANK
OF

ST. LOUIS

February 1, 1927.

Lr. J. H. Case, Deputy Governor,
Federal Reserve Dank,

New York, N. Y.

Dear Lr. Case:

Referring to your letter of January 14th, with which
you enclosed agenda for meeting of our Safe Keeping: Committee,
I believe there is something we should at least have in mind in
connection with consideration of the question as to whether or
not we should accept custody of securities owned by customers of
member banks, and that is the effect of the state inheritance tax
laws.

Under the Lissouri inheritance tax laws, should we ac-
cept the custody of securities owned by customers of member banks
we undoubtedly would be under the responsibility of notifying the
tax authorities in the event of the death of the individual cus-
tomer, and in addition to this we, of course, would be under the
responsibility, in the event of the death of a member bank's cus-
tomer, of seeing that the securities reached the proper legal rep-
resentative of the deceased, which mould necessitate scrutiny of
letters of administration. All of this responsibility is obviated
if we deal only with securities owned by member banks.

We all here think that you have covered the matter very
thoroughly in your agenda and that after consideration of this our
committee should have an excellent starting point for its discus-
sion. I hope very much that 1,3-. Young is not still sick. As it
may be of assistance to you in setting a date for our meeting, I am
advising that I have engagements on February 9th and February 14th.

Yours very truly,

Vbt. Lc C. /Lartin,
Chairman of the Doard.
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To Li-. Kenzel

From L. R. Wason

EXHIBIT 

LEMORANDUK
re

DANK'S LIABILITY IN CONNECTION WITH
SAFEKEEPING ACCOUNTS.

January 20, 1927.

Reference is made to the letter of the Federal Reserve Board of

January 5, addressed to LT-. Case, in connection with the work of the committee

appointed to make a study of the question of the safekeeping of securities by

reserve banks.

The board asks to be advised specifically (a) as to the legal

liability of reserve banks acting as bailees of securities for pay and (b) as

to the legal liability of reserve banks acting as bailees of securities with-

out compensation. I shall endeavor to answer these questions with reference

to the law of the State of New York. In order to answer fully, it seems de-

sirable, first, to state the various circumstances under which this bank en-

gages to act as bailee of securities. We shall then in each case reach a con-

clusion upon the question of whether the bailment is for hire or gratuitous

and, having determined that question, express an opinion as to the measure of

care required of the bank.

First, then, this bank receives securities from member banks solely

for purposes of safekeeping. Upon the receipt of such securities the bank

issues a receipt, of which the following is a provision:

"the Federal eserve 'Lank will give to property
left in its custody the same care that it gives
its own property; but beyond that will not assume
responsibility."
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In these transactions there is no express provision for payment for

the services of this bank. However, in view of the relation of eI. with

its members, the fact might well be established that the transaction involves

mutual benefits and sIased upon a real consideration. Ly best judgment is

that we would be found in fact to be bailees for hire in these cases.

Now as to liability in eases of this sort. In the first place,

whether the bank is a gratuitous bailee or a bailee for hire, it is not in

any sense an insurer against loss. If we should be found to be a bailee for

hire, as anticipated, we are responsible under eSecsons of eIcurs of

this state for the use of ordinary care - that is, the measure of care which

an ordinarily prudent banker would render in the conduct of sIwn business

in like circumstances. If, on eSe hand, we were found to be in these

cases a gratuitous bailee, the courts would instruct a jury considering the

It ismatter that the bank was liable only if gross negligence were proved.

doubtful as a practical matter that any substantial benefit would accrue to

the bank, so far as legal liability is concerned, as a result of the latter

of these two possible charges by a court.

It might be contended that the clause quoted from the receipt is a

general avoidance of liability, if we had shown the property of a member in

our bank the same care as our own. However, the courts do not look with favor

uII n contracts in which parties seek exemption from consequences of their own

neglect, and I doubt that this provision would be of any effect at all if

there was proof of negligence or if there were circumstances giving rise to

an inference of negligence. These remarks concerning the receipt apply, of

cS urse, to all cases in which the receipt is issue5.7

x,
kNote - In the case of Sagendorph v. First National Lank

of Philmont, (reportedSupp.,decided af-

ter this opinion was written, it was held that a stipula-

tion against liability contained in the safekeeping re-

ceipt, identical with the one under consideration, limited
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the liability of the bank holding property in safekeeping
to that expressed in the receipt. This seems now to be
the law in New York. However, there is much authority

contrary to this in other states, where it is quite gener-
ally held that stipulations against negligence are of no
effect.)

Another class of cases in which this bank has on occasion in the past

received securities for safekeeping from member banks is identical with the ono

just considered and involves a receipt containing the same provision as the one

above referred to, except that the bank is on notice that the securities in

this class are the property of some person or corporation other than the member

bank. It has long been the policy of this bank not to receive securities on

this basis. However, since the question appearstr: be involved in the considera-

tions of the Loard, we shall consider the question of liability in transactions

of this sort. So far as concerns the question of whether we are bailees for

hire or gratuitous bailees and our consequent liability, the considerations are

exactly the same as in the case first discussed. There is, however, another

aspect of the question of liability applying peculiarly to cases of the sort

now under consideration. This question is as to our duty to inquire into the

terms of the trust under which the member bank acts for its customer. The rule

of law in the State of New York is that where a trustee deposits funds belonging

to a trust the bank acting as bailee is under no obligation to inquire as to the

terms of the trust. It is entitled to assume that the trustee will apply the

funds to their proper purposes. If the trustee misapplies the funds without

this bank's knowledge, it is not responsible therefor. Of course, if this bank

had knowledge of such violation or if it profited in any way by it, it would be

liable; otherwise not.

A further question which might arise in this class of cases is as to

the duty of this bank if, in a given case, it should be advised by a customer

of the member bank or by the member bank of any dispute between them as to what

disposition should be made of property held in custody. In such cases it is
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clear that the duty of this bank would be to release the securities only upon

the consent of both parties, or to deliver them over in accordance with an

order of court,

The next class of cases for consideration is the one in which we hold

securities as collateral for loans to member banks or where we hold them with

the understanding that we may use them as collateral if required. The receipt

in this class of cases contains the same provision as the one quoted above, and

the same remarks as to the legal effect of the provision apply.

In these instances I think we are clearly bailees for hire and are in

consequence chargeable not as insurers but with the duty of using the care an

ordinarily prudent banker in the conduct of his own business in like circumstances

would exercise.

There is a large class of safekeeping operations arising out of our

relation as fiscal agent of the Treasury of the United States and as fiscal

agent of other corporations organized under Federal law. We in fact hold in

many accounts securities of various departments of the Government, either by

virtue of a special request of the Treasury or under the Treasury's Circular

No. 154 of Lay 15, 1922, and letter of Lr. Gilbert, addressed to

Governor Crissinger under date of July 17, 1923, authorizing reserve banks to

take securities tendered by Treasury officers in the ordinary course of their

duties. Also, we hold collateral pledged by banks to secure special Government

deposit accounts. These securities are held under letter of Lay 29, 1917, ad-

dressed by Secretary LcAdoo to the bank and letter of April 25, 1919, addressed

to the bank by Assistant Secretary Leffingwell.

In none of these cases do we make any direct charge for our service

of safekeeping, except that of the Alien Property Custodian. However, it is

thought that in the event of any question about liability it would probably be

determined that in fact there is some consideration passing to us, in view of
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our relations to the Treasury as its banker. It is not adequate compensation

in any safekeeping transaction, but is nevertheless a real consideration.

As to liability in these cases, there is no judicial authority, the

question never having been presented to the courts. However, in my opinion,

our responsibility in all these cases is not that of insurer but that of an

agent to his principal, and in my judgment in all of them we would be held to

that degree of care which a reasonably prudent banker would ordinarily give

to the conduct of his own business in like circumstances. It is true that the

letters of lv,essrs. LcAdoo and Leffingwell, above referred to, are open to the

construction that the intention was to make this bank an insurer for the receipt,

t custody and disposition of collateral for Government deposits.

In some of these accounts we have notice that the property held is

subject to rights of third persons. In these cases the same considerations of

liability apply as appeared heretofore when we discussed those cases in which

the bank has in the past received securities for safekeeping from member banks

where this bank is on notice that the securities are the property of some per-

son or corporation other than the member bank.
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orin No. 131.

Office Correspontence
To 7r. Eddy 

. qmead

FEDERAL RESERVE
BOARD •

Date_ "pril 19, 1927.

Subject_ Bank premises.

!- -

In accordance with your telephone request I am
handin:: you a statement showinF, the cost of bank premises
and of furniture and equi'2ment of each Pederal reserve bank,
including branches, to the end of 1926, together with the
ratio of such cost to paid-in capital. The figures repre-
senting the cost of land are actual in the case of all ban)z
which bought land and erected new buildings, but represent
aporaised values in the case of those banks which purchased
land with buildings thereon which were remodeled for bucking
houses. The cost of bank premises as riven in this statement
represents final cost for all buildings in Pederal reserve
ban.::: cities except 2hiladeliThia, where the estimated cost of
completion is about ':16,000, but fir-ures for the branches at
Birmingham and Salt Lake City are incomplete, and, of course,
buildings will shortly be under construction for the Baltimore
and ')etroit branches.

The cost of furniture and equipment re9resents
total exoenditures for furniture and equipment since the
establish-nnt of the 7ederal reserve system less credits
receivPd for equipment sold within the calendar 'Tear in which
it was )urchased. "ccordinf; to general instructions, funds
received for equipment sold after the close of the calendar
year in which rchased are credited to profit an loss.
The furniture and equipment fioares, therefore, do not
represent the cost of furniture and equipment on hand at
the end of 1926, but include the cost of equipment purchased
for use in rented buildings as Yell as in buildings owned by
the bans, and also furniture and eT:i)ment which has been
worn out in use.

Voluue 169
Page 134
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.14.A.

COT OF 314.'.7K 1.21i.:31USES OF FIDTARAL RESERVE BANKS (INCLUDING BRANCIES) AND OF

FURNITUR3 AlTD EC,UIPL:1TT TO DEC-J.11E8M 31, 1926, ':IITH RATIOS TH.:MEN' TO CAPITAL AND SURPLUS

Federal
Reserve

3ank

111Pncludinr
branches)

Cost of land Cost of buildings 7otal Cost 3o(Y:r. value less
reserves Cost of

furniture
and

equipment

Total cost of bank premises
and furniture and equipment

Amount

Ratio to

.mount

Ratio to

Amount

Ratio to

Amount

Ratio to

Amount

Ratio to
Lid.13--
i-
tal

,,,ao.-
and
surp.

'Cap-
ital

Cap.-
and
surp.

Cap-
ital

Cal)._
and
surp.

Cap-I

ital

Cal:.
and

surp.
Capital

Cap ital
and

surplus

Boston ;1,246,726

(Per cent)

14.2 4.7
•
'4,204,760

(Per centj..

47.8 15.9 05,451,486

(Per

61.9

)

20.6 080

(Per cent)

44.6 14.9 405,062 !,5,856,548

(Per cent)

66.5 22.2

New York 5,482,889 15.0 5.6 16,436.120 45.1 16.8 21,919,009 60.1 22.4 16,276,255 44.7 16.6 1,770,467 23,689,476 65.0 24.2

Philadelphia 799,652 6.3 2.4 2,337,267 18.5 6.9 0,136,919 24.9 9.3 1,703,913 13.5 5.0 600,528 3,737,447 29.7 11.0

Cleveland 1,592,450 11.7 4.3 8,758,260 64.3 23.4 10,350,750 76.0 27.7 7,118,585 52.3 19.1 982,046 11,332,796 83.2 30.3

Richmond 572,512 5.4 3.1 2,523,221 41.4 13.8 3,095,733 50.8 16.9 2,105,536 34.6 11.5 664,887 3,760,620 61.7 20.6

-tianta 702,225 14.0 4.8 3,212,505 64.0 21.9 3,915,134 78.0 26.7 2,863,582 57.1 19.5 347,339 4,262,473 84.9 29.1

Chicago 3,613,548 21.6 7.4 7,495,184 44.8 15.4 11,108,732 66.5 22.9 7,765,659 46.5 16.0 1,271,262 12,375,954 74.1 25.5

St. rouis 1,571,558 29.7 10.3 3,835,851 72.5 25.2 5,407,409 10Z.2 35.5 3,557,327 74.6 26.0 825,992 6,237,401 117.8 40.9

Alkneapolis
IMPIsas 'City

605,521
638,260

19.8
20.0

5.7
6.3

3,105,158
5,610,359

101.5
133.7

29.4
42.4

3,714,719
6,446,619

121.2
153.7

35.1
48.6

2,773,695
4,458,936

50.5
106.2

26.2
33.7

416,028
683,579

4,130,747
7,132,198

134.8
169.9

39.0
53.9

Dallas 286,435 6.7 2.3 1,964,340 45.7 15.7 2,250,775 52.3 18.0 1,754,553 40.8 14.0 488,517 2,739,292 63.7 21.9

San Francisco 527,071 6.1 2.1 4,225,120 48.8 17.1 4,752,151 54.9 19.2 3,397,325 39.2 13.7 1,285,334 6,037,525 69.7 24.4

Cotal 17,836,891 14.3 5.0 63,712,585 51.0 18.0 81,551,476 65.3 23.1 58,129,886 46.6 16.4 5,745,041 91,296,517 7.-.1 25.8

FMERAL RESERV---] BOARD
-IVISION OF a,-x OPERATIONS

AP= 1927.

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



•

CAA.

COST OF aknif. PREMISES OF 2aapiaki, RESRTE BANKS TO D240:24BER 3 , 1926, AND RATIO OF COST TO CAPITAL AID SURPLUS

Federal
Reserve

Bank
(including

branches)

Cost of land Cost of buildings Total cost Bool-c value less reserves

Amount

Ratio to

Amount

Ratio to

Amount

Ratio to

Amount

.Ratio to

Capital
Capital
and

surplus
Capital

Capital
and

surplus
Capital

Capital
and.

surplus
Capital

Capital
and

surplus

(Per cent) (Per cent) (Per cent) (Per cent)

Boston .1,246,726 14.2 4.7 :4,204,760 47.8 15.9 „5,451,486 61.9 20.6 •3,946,060 44.8 14.9
New York 5,482,889 15.0 5.6 16,436,120 45.1 16.8 21,919,009 60.1 22.4 16,276,255 44.7 16.6
Philadelphia, 799,652 6.3 2.4 2,537,267 18.5 6.9 3,136,919 24.9 9.3 1,703,913 13.5 5.0
Cleveland 1,592,490 11.7 4.3 8,758,260 64.3 23.4 10,350,750 76,0 27.7 7,118,585 52.3 19.1

Richmond 572,512 9.4 3.1 2,523,221 41.4 13.8 3,095,733 50.6 16.9 2,109,536 34.6 11.5
At 702,229 14.0 4.8 3,212,905 64.0 21.9 3,915,134 78.0 26.7 2,86&982 57.1 19.5
Chicago 3,613,548 21.6 7.4 7,495,184 44.8 15.4 11,100,732 66.5 22.9 7,769,699 46.5 16.0
St. Louis 1,571,558 29.7 10.3 3,835,851 72.5 25.2 5,407,409 102.2 35.5 3,957,327 74,8 26.0

A.nneapolis 605,521 19.8 5.7 3,109,198 101.5 29.4 3,714,719 121.2' 35.1 2,773,695 90.5 26.2
Kansas City 838,260 20.0 6.3 5,610,359 133.7 42.4 6,448,619 153.7 48.8 4,456,936 106.2 33.7
Dallas 286,435 6.7 2.3 1,964,340 45.7 15.7 2,250,775 52.3 18.0 1,754,553 40.8 14.0
San Francisco 527,071 6.1 2.1 4,225,120 48.8 17.1 4,752,191 54.9 19.2 3,397,325 39.2 13.7

Total 17,838,891 14.3 5.0 63,712,585 51.0 18.0 81,551,476 65.3 23.1 58,129,886 46.6 16.4

FEDERAL R3SMRVE BOARD
DIVISION OF BANK OPERATIONS

APRIL 16, 1927.

/‘ F

PoLg-t-. 3
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ADDRESS OFFICIAL CORRESPONDENCE TO

THE FEDERAL RESEPVE BOARD

•

•
FEDERAL RESERVE BOARD

WASHINGTON

X-4831

April 19, 1927

SUBJECT: Bankerst acceptances secured by terminal grain
elevator or warehouse receipts issued by the
borro7rer.

Dear Sir:

Reference is made to the recommendation of the last
Governorst Conference "that registered terminal elevator or ware-
house receipts wnich are issued under conditions and practices
simi?ar to those prevailing in the case of such receipts issued
under the supervision of the Railrolid and Warehouse Commission of
the State of Minaesota, are wiiin the s-Arit of the Board's
regulvtions rer.uiriap that warehouse receipts to be eligible as
to collateral for aece-otances must be issued by a warehouse inde-
pendent of the customer and that, therefore, the Federal Reserve
Board should rule that acce-)tances secured by such warehouse re-
ceiTts are eligible -Irovided, of course, that such acceptances corn-
1y with all of the relevant recuirements of the Federal Reserve
Act."

After giving cart.ful consideration to this matter the
Board has voted to disapprove the recoamendation of the Governors!

Conference.
The Board has also given careful consideration to the re-

commendation of a previous Governors' Conference with reference
to the matter of ado7)ting an amendment to Section X(3) of its Regu-

lation A so as to make eligible for rediscount or purchase by Feder-
al reserve banks a bankerst acceptance drawn by an elevator or ware-
house company and secured by terminal waretouse receipts of the ele-
vator or warehouse company that draws the draft, and has decided not
to adopt such an amendment.

Volume 169
Page 141

Very truly yours,

D. R. Crissinger
Governor.

TO GOVERNORS OF ALL F. R. BANKS.
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Form. No. 131.

Office Correspontence
To Mr. Hamlin

FEDERAL RESERVE
BOARD

Subject:

6t,

Date_ February 23, 1927

In response to your telephone request there are shown below earnings and
ex7,enses of the Branches and Agencies of the Tederal reserve banks during 1926.

1. Havana Agency

2. Bufffalo

4. Cincinnati
Pittsburgh

5. Baltimore

5. Birmingham
Jacksonville
Nashville
New Orleans
Havana Agency
Savannah Agency

7. Detroit

8. Tittle Rock
Louisville
Y.emphis

Helena

10. Denver
Oklahoma City
Omaha

11. 71 Paso
Houston

12. Los Angeles
Portland ,
Salt Lake City
Seattle
Spokane

(a)Includes $47,500 earnings

Volume 169
Page 142

:.2arnings 

(a) •A13,969.60

563,394.41

325,-72.93

1,011,071.28

149,548.22
222,321.33
246,884.05

20,094.30

98,273.01

226,121.42

54,711.55
40,016.46

157,896.23
9°,205.44
117,277.24
32,143.92
63,077.63

4,042,079.52

Current
Expenses

$16,210.52

313,334.02

329,792.17
531,485.25

348,717.81

39,989.03
155,318.30
39,540.09
203,210.143
25,716.87
9,873.97

417,403.17

122,868.18
105,873.91
153,703.28

97,502.83

182,965.83
194,638.69
211,532.06

120,486.09
168.086,11 -

•••••••

500,705.59 -
190,052.140—
291,977.40 --
170,450.30 —
135,838.13

5,242,777.93

on cable transfers to Cuba, sold by parent bank.
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Individual deuosits in banks of all classes have increased from less than

5,000,000,000 in 1895 to nearly ten times that amount or :49,000,000,000 in

1926. The number of banks has increased from approximately 7,500 in 1895 to

nearly 28,000 in 1926.

The decade which includes Cleveland's second administration was a decade

of agitation and Popular discontent. 3asiness ethics, if not conformin- to lower

standards than those of today, conformed to standards which were at le,,st in some

respects very different from those observed either voluntarily or under compulsion

today. one illastration of this difference, it may be noted that the practice

of discrimination in railroad rates and rebating by the railroads was universal,

and that no effective means of control had been found. To sive and to accept re-

bates and to benefit by rate discrimination was in fact not considered particala3iy

disreputable by business men or by railroad administrators. Today such practices

are practically unknown and would not be tolerated.
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