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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

Office Correspondence Date  August 5, 1941 

To  The Files  Subject: 

From Mr. Coe 

After correspondence with Mrs. 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 216 of Mr. Hamlin's scrap book and placed in the Board's
files:

VOLUME 216 

Page 9 
Bank of England Credit - Data on.

Page 
Earnings & Expenses of F.R. Banks, June 1931.

Page 39 
Earnings & Expenses of F.R. Banks, June 1931.

Page 55 
Memo to Mr. Hamlin from Mr. Wyatt re Special Condition re Loans

to R. Caldwell and A. B. Banks by American Exchange Trust
Company, Little Rock, Arkansas.

Page 19 
Letter to Mr. Hamlin from Carter Glass re F.R. Banks guaranteeing

foreign bank credits or buying foreign finance bills under the
guise of prime short-time commercial bills.

Page 109 
Memo to Mr. Hamlin from Mr. Goldenweiser re foreign acceptances.

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



•

1925, January 8: 

Bank of En4and Credit. 

Governor Crissinger told C.S.H. he had seen Governor Norman in
New York Monday; that he sought the cooperation of the banks of the
United States and the Federal reserve banks in bringing the pound sterling
up to par, and help her in repeal of the prohibition on gold exports; that
if not done now, it might be a long time before it could be done; that a
loan of 500 millions would have to be placed in the United States; that
he wanted credits in the Federal reserve banks of say 250 millions, either
by buying sterling bills or by loaning or selling gold; that he wanted
the Federal Reserve Board to approve such credits.

Governor Norman said that Holland and the Scandinavian nations were
willing and prepared to go back to the gold basis; that Spain was in a
bad way, and that Turkey and Russia were hopeless; that he further told
Governor Crissinger that he hoped the Federal Reserve Board and banks
would keep rates stable; that he had no objection to our raising rates,
but merely wanted to be kept in close touch with our movements; that it
was essential for our rates to be below those of the Bank of England to
protect their gold and parity; that Greet; Britain would be willing to go
up to 7% if necessary.

Governor Crissinger said Governor Norman said he asktd no agreement
but merely a voluntary assurance that we believed it desirable for sterling
to rise to par and remain there, and he hoped we would help Great Britain
by future credits if the necessity arose.

C.S.H. told Governor Crissinger he believed that from the selfish
point of view of the people of the United States, the pound sterling
should go to par, and that, without making any pledge or promise, he would
gladly approach the -oroblera in a sympathetic way and. cooperate in every
lawful way.

Governor Crissinger said Secretary Mellon was very strongly in favor
of doing this, and also Dr. Miller, with wham he had talked.

Governor Crissinger said there was some doubt whether Secretary
Mellon would consult the State Department, but C.S.H. said this was a
political as well as a banking matter, and that the State Department
should be informed and its consent secured.

10 Diaries, page 45.

1925 January 10: 

Governor Crissinger met Governor Norman at the meeting of the Open
Market Committee in New York.

10 Diaries, page 45. gqVOLUME 216
PAGE 9
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2.

1925. January 10:

Governor Strong before the Board:

Said that Governor Norman came over for an informal talk with him
as to the desirability of Great Britain resuming gold payments and being
put on the gold standard; that he would have liked to consult with the
Board at Washington, but this would have given an official tinge to his
visit; that he felt that if the present op/Dortunity were not availed of,
it might be a long time before an opportunity would came again; that
Governor Norman wanted to know something of the policy of the Federal
Reserve System as to the future before he could advise Great Britain to
commit itself to the new step; that he asked for and expected no agreement
or contract, but merely a frank interchange of 0,Anion; that he felt that
if Great Britain Should adopt the gold standard and any sudden change
of policy should be made by the Federal Reserve System, it would be very
injurious to Great Britain; that all he hoped for was an expression of
opinion as to the policy of the Federal Reserve Board as to either
inflation or deflation for the future; that he hoped it favored general
stability with a view to avoiding sudden fluctuations, either up or down,
of discount rates; that he hoped that if speculative conditions should
became manifest, the Board would take the matter in hand and act decisively
so as to avoid sluirien, large increases of discount rates in the future,
necessitated by permitting such speculative conditions to continua for
an inordinate time before correction; that if such conditions arose, he
would prefer to have the Federal Reserve Bank of New York increase discount
rates from 3 to 0, rather than to 30; that Great Britain must keep its
official discount rate higher than the rates in the United States, in
order to hold the gold standard, if it adopted it; that Great Britain
might need to place 500 millions of its bonds in the United States in
order to have ample funds for exdhaage purposes; that it would be necessary
for the Federal Reserve banks to give the Bank of England gold are:I-its
for, say, 200 millions, and possibly more later.

Governor Strong said it might be necessary for the Federal reserve
banks to give small credits to Switzerland and Holland.

In reply to a question from C.S.H., Governor Strong said that fram
the purely selfish interest of the United States, the return of the gold
standard by Great Britain and the continent, would be of the greatest
advantage, preventing fluctuations in exchange and stimulating our erport
trade, thus graltly lielping agriculture and commerce.

Cunningham asked if this meant pegging af prices of commodities
up or down.

C.S.H. said No; that it merely meant stabilizing of credits without
direct reference to prices.
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3.

Governor Strong said all he asked was that he, as Governor,
could maim a moral commitment that the Federal reserve banks. would
furnigh the Barik of England with 200 millions of gold credits if it
should need it, to be secured by obligations of the British Government,
S r by prime trade bills.

Th.e Board favored such a moral ccxnmitment and so told Gov. Strong.

Gay. Crissinger and Platt met Governor Norman at an Open Market
Camnittee meeting in New York yesterday, and Governor Crissinger told
C.S.H. he also met him in New York last Monday.

The Board voted to offer no objection to entering into this norTtl
commitment, unanimously, the other Federal reserve banks to be allowed
to par;icipate. No account of this in Board records but other business
done shows that all the Board was present except Comptroller, and he
may have b een When agreement was made.

We all agreed, and were advised by Harrison and our Counsel that
we could give such a credit under Section 14 of the Federal Reserve Act,
through:

1. Braving, selling, or loaning gold.
2. Appointing correspondents and opening accounts with them.
3. Purchasing and selling bills of exchange.

Sec. Mellon was present and strongly favored the moral commitment.

//2-37 goet404

1925, May 18:

10 Diaries, 158 to 160.

S'"44-1.142.4

Board meeting called at 3 p.m. to ratify the action of the Board, -
not spread on the records, - on January 10, 1925, in favoring the mom].
cammitment as to providing 200 millions of gold credits for the Bank of
England, by sale of gold or otherwise.

Gov. Strong and Harrison were also present.

After discussion, the Board voted unanimously to ratify it, except
that Dr. Miller insisted on being recorded as not voting, and said he
would file a memorandum later.

Gov. Crissinger told C.S.H. that Dr. Miller told him he favored
this commitment, and C.S.H. renedbers no word of dissent fram him at this
or any previous meeting.

Secretary Mellon was present and strongly favored the commitment.

10 Diaries, 160.
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•
1925, May 19:

Letters between Gov. Norman and Gov. Strong read, and a copy of the
agreement filed.

4.

Dr. Miller stated, in explanation of his request to be recorded as
not voting, that while he approved of the purpose which had led the
Federal Reserve Bank of New York to enter into a working arrangement with
the Bank of England in connection with the reestablishment of a free gad.
market in London, he could not approve of the particular form of credit
arrangement authorized by the Board, and was not therefore able to vote
for the approval of the resolution.

1925. October 13:

Gov. Strong tells Board he is to have a conference with Gov. Norman
in N. Y. tomorrow.

11 Diaries, 198.

1925. November 25:

Gov. Strong explains to Board the condition of the Belgian franc; that
the Banks of Ragland, Switzerland, and Holland had agreed to buy trade bills
and bankers acceptances, guaranteed for payment in the currencies of the
loaning bank, by the National Bank of Belgium; that bankers in the United
States were expected to buy 100 millions to be guaranteed payable in dollars;
that the Belgian Finance Minister would write a letter that Belgium would
not prevent the exportation of gold to make payments, if necessary; that
renewals would be permitted but the whole transaction would be closed within
one year.

Gov. Strong asked authority, in behalf of the System, to buy 5 millions
of these bills, with the further authority, not to be made public, to buy
6 millions more, if necessary, as a maximum; that his directors unanimously
favored this.

C.S.H. moved that the Board would interpose no objection.

Cunningham desired to put the matter over until the next meeting, but
Governor Strang said quick action was necessary, as he might have to take
action Friday m,)rning. Cunningham then reluctantly withdrew his request for
delay.

The Board unanimously voted in favor, except that Dr. Miller said the
form of guaranty must be submitted to the Board for approval.

Sec. Mellon pointed out that Governor Strong could be trusted to
secure a proper guaranty. Dr. Miller withdrew his objection, and the vote
was unanimous. 11 Diaries, 199, 200.

1925. December 

Gov. Strong tells Board that Belgium will probably be able to issue
100 mill _ons within a month, as the budget difficulties were being cleared up.

11 Diaries, 201.

1925, December 31:

Gov. Strong appeared before the Board with Governor Norman.
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5.

1925, December 31 (Contsd.)
Told of conditions in Fille;landio
He said that prices had fallen but slightly since the adoption

of the gold standard, but that sooner or later, they must fall.

He said the Belgian situation was caused by Belgium taking over
the francs issued by Germany during the occupation.

He said he did not favor a controlled gold standard; that this was
good only for poor countries, and that he hoped Austria and Hungary
would soon adopt a real:gold standard.

11 Diaries, 163.

1926‘_ March 8:

The Board voted authority to Federal Reserve Bank of New York to
buy 15 millions of bills from the National Bank of Belgium, along the
lines of an amended credit agreement which he explained, filing a copy
of a cable fram Governor Norman and of his reply, - the •final details
to be subject to approval of the Board.

11 Diaries, 203.

1926 October 5.

Governor Harrison asked Board to approve the joining by the Federal
Reserve Bank of New York with the Bank of England and other central banks
of Europe in an agreement to give credits to the Bank of Belgium for
one year, the Federal Reserve Bank of New York to agree to buy prime
bills indorsed by the Bank of Belgium up to a certain limited amount, the
Bank of Belgium agreeing to St,ip gold, if necessary, in payment, and the
Belgian Government to agree to permit the gold to be shipped.

This agreement was conditional on:Belgium obtaining a private
bankers credit of 75 millions to the Belgian Goverment Which it would
pay to the Bank of Belgium in reduction of its liability.

A commission of of 1% was to be paid by Belgium for the credit
and the rate dharged for purchasing the bills was to be 1% over the rate
of the Federal Reserve Bank of New York, but with a minimum of 5%.

ment.
A. cable frau Jay was read giving the full terms of the proposed agree-

C.S.H. moved approval.

Dr. Miller and Governor Crissinger objected to any =mission being
dharged.
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6.
4.

1926, October 5 (ContId.):

C.S.H. then added a paragraph to his motion that the Board, without
imposing it as a condition of its approval, expressed the hope that the
Federal Reserve Bank of New York would not charge a commission.

Dr. Miller moved to substitute a direct disapproval of any =mission.

Lost by a tie vote:

Aye: Gov. Crissinger, James, Cunningham, Dr. Miller
No: Sec. Mellon, C.S.H., Platt, Comptroller

C.S.H.'s motion of approval was then put.

Lost by a tie vote:

Aye: Sec. Mellon, C.S.H., Platt, Comptroller
No: Gov. Crissinger, Miller, James, Cunningham

Platt then presented a motion similar to C.S.H.ls, but adding at
the end that the Board desires to have the Federal reserve bank endeavor
to revise the agreement as to the commission as the Board does not consider
a com...iission charge on the purchase of a bill indorsed by a central bank
as consistent with the Federal Reserve Act or its principles. The bill,
however, was not put or intended as a condition of approval.

The Board finally voted to approve Platt's motion.

Governor Harrison, later in the afternoon, told C.S.H. he had cabled
Jay that the Board's expression as to the commission was not a condition
of approval.

This was clearly correct.
12 Diaries, 5.

1926. October 19: 

Governor Harrison came before Board pointing out a misunderstanding
as to the Belgian agreement; that the minimum rate was 6% and not 5%, and
his directors asked the Board's approval of a 0 minimum rate.

Governor Harrison reported that his directors had tried to have the
commission omitted, but had not succeeded, but that they would collect
the commission in the first instance but would rebate it up to the time of
the expiration of the British credit, on which no commission had been
charged.
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o. • •

1926, October 19 (Contld.)

Platt moved to approve the 6% mininum rate.

Dr. Miller and James objected to this rate.

Secretary Mellon said he knew all the circumstances leading up
to this agreement; that the central banks had readhed a satisfactory
accord with the Bank of Belgium; that neither the 0 rate nor the
camaission were unreasonable; that they were hslpful to Belgium, for
Belgium would have to increase rates at home (now naminally 7% but
really about 6%) to prevent speculdion after the return of Belgian
capital Whidh stabilization would bring about.

C.S.H. said the transaction was a Belgian transaction, the terns
most satisfactory to Belgium, the agreement both as to rates and
commissions was a reasonable one in connection with such an important
transaction as stabilizing the currenqy; that the mere fact that the
Federal Reserve System was so prosperous was no reason for giving a
lower rate than the other central banks are to receive; that giving
such a lower rate would be looked on as a feeling that the central banks
did not know how such agreements ahould be made, and might be resented
by them; that fixing a lower nate than that Whidh Belgium was glad to
pay would in effect be a gift to the private stockholders of the Bank
of Belgium, - 1% on 10 millions of dollars.

Platt's motion was lost:

Aye: Sec. Mellon, C.S.H., Platt
No: Governor Crissinger, Miller, Cunningham and James

The Camptroller was absent.

12 Diaries, 5, 6.
1926  October 20: 

The minutes were read of the Board action as to the Bank of
Belgium loan.

7.

Dr. Miller asked to have the records modified so that it would
appear, which he said was the fact, that the Board had merely considered
the giving of authority to the Federal Reserve Bank of New York to buy
Belgian bills.

Dr. Miller gIid he would never agree to a Federal reserve bank
joining a consortium of European central banks in a stabilization agree-
msnt.
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1926, October 20 (Oontld.)

• 
s.

O.S.H. pointed out that we had in fact done juat this, as
was shown by the reference in our records to Jayls cable to the
Federal Reserve Bank of New York.

12 Diaries, 7.

1927,_JanDBry 5:

Mr. Rayburn, dipactor of the Federal Reserve Bank of New York,
explained the attitude of his directors in dharging a conAssion on
bills bought from the Bank of Belgium, whidh commission was to be
refunded up to the expiration of the Bank of England credit, on which
no commission was charged.

Dr. Miller said he was opposed to any commission in a desire to
help Belgium.

13 Diaries, 4.

1927, March 11:

Harrison came before the Board, and stated that his directors had
considered plans for a loan to Poland by the central banks of Europe,
and a possible credit to the Polish National Bank by the Federal Reserve
Bank of New York.

He stated that the representative of the Polish Government and Bank
did not want a loan conditioned on their being put under the League of
Nations, as they were loToucl and. felt it would be a reflection, as the
League of Nations had under its dharge only barikrupt and defeated nations.

Harrison said the plan talked over with the Federal Reserve Bank
provided for an international commission instead of the League of Nations;
that his directors wished him to go over and consult with Governor Nornan
and Mr. Schadht and others; that he would not in any way commit either
his board or the Federal Reserve Boacd; that he would not present the
plan as that of the Federal Reserve Bank of New York, but would merely
discuss it and report.

He further stated that all that Poland wanted was about 75 millions;
that she was in good condition and had a plan whidh he briefly outlined
for stabilization of her currency; that both the Polish representatives
and the Feieral Reserve Bank of New York felt that the loan or credit
they might be called upon to give should be for the puxpose of stabilization.

He also stated that Dillon & Company, formerly representing Poland,
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9.

1927, March 11 (Contld.)

had been dismissed, and that a number of New York banks, especially
the Guaranty Trust Company were now acting for Poland; that Dillon
was offering Poland all she wanted without any stabilization conditions.

Only Governor Crissinger, Dr. Hiller, and C.S.H. were present.

Harrison said Secretary Mellon strongly favored his going.

C.S.H. said he favored it on the assumption that no meeting of
minds would occur if the League of Nations opposed the idea of an
International °omission instead of the League of Nations.

Harrison said this was so; that all he would say, e.g. to Governor
Norman would be that this plan had been suggested and that he saw no
objection to it if Governor Norman (who, he said, rather favored
League of Nations control) and the others had no objection to it.

Harrison said the reason for talking it over was that any plan
might lead up to an ultimate request for some credit from the Federal
Reserve Bank of New York to the Bank of Poland.

The Board discussed this all the morning, and again all the
afternoon.

Governor Crissinger was opposed for fear we were injecting
ourselves into a delicate international situation.

C.S.H.thinis Dr. Miller is opposed.

C.S.H. said that stabilization would help our trade with Poland
which buys a very large amount of cotton from the United States.

Finally Governor Crissinger and Dr. Miller insisted on Harrison
writing the Board a letter to be taken up next Wednesday When Mr. James
returns.

Harrison later called up C.S.H. and said that Secretary Mellon was
disturbed at the 0)position and would be at the meeting next Wednesday.

13 Diaries, 122, 123, 124
(Numbers refer to original diary)
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• •

1927. March 16:

Harrison came before the Board again and went over the Polish
matter for the benefit of Mr. James. C.S.H. moved that the Board
would interpose no objection to the credit.

Lost:
Aye: C.S.H., Platt
No: Gov. Crissinger, Miller, James

Mr. James said the Board should affinnatively approve or
disapprove.

Secretary Mellon then came in, and he strongly approved Harrison's
proposed visit.

Dr. Miller suggested merely writing a letter to the Federal
Reserve Bank of New York setting out the difficulties in the minds of
some of the members.

C.S.H. asked if the letter would be affirmative or negative, and
Dr. Miller replied "Neither."

C.S.H. then asked if Dr. Miller would agree to have a vote to
the effect that the Board interposes no objection, but adding the
suggestion of the difficulties felt by some members, but Dr. Miller
would not agree to this.

C.S.H. said that the Board had given Mr. McGarrah in Germany the
power to act as to the salary of the President of the Reidhsbank,
removal of the President, the control of note issues, etc., but had
hesitated to give Harrison the power to either act or to think as
regards Poland.

Finally Platt moved to ap.)rove the action of the directors in
proposing to send Harrison abroad, on the understanding that no
commitment would be made. This was carried:

Aye: Sec. Mellon, Gov. Crissinger, Dr. Miller, Platt, C.S.H.
No: Janes

Secretary Mellon asked Janes why he objected, and he replied
that he feared that west of the Mississippi River the farmers would
criticize us for helping to stabilize Polish currency When we refused
to help stabilize prices of our farm products.
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11.

C.S.H. pointed out that Poland buys much cotton of us, and
that stabilization of Polish currency would be a direct help to every
cotton producer.

13 Diaries, 130, 131.
(Pages refer to original diary)

1927. April 25:

Harrison came before the Board, having returned from his trip
abroad in connection with the proposed credits of the central banks
to the Polish bank.

He stated that Governor Norman thought the plan excellent, and
raised no objection to its not being done through the League of Nations;
that he felt it vitally important for Poland to stabilize now at a time
when she was willing to do so; that his only conditions were that the
matter of extending the advisers term beyond the proposed three years
be left to some arbitrator, and that the matter should be settled
wholly apart from any political questions.

Harrison said he had talked with Governor Moreau of the Bank af
France, in Paris; that he took the same view, especially as regards
political questions.

Harrison stated that he then saw Schacht in Berlin, who took
precisely the same view, and stated that Germany had very large
exports to Poland and he felt that stabilization was vital.

Harrison stated that he then, in compliance with their request,
arranged a meeting of all in a little hotel in Calais, as Gov. Norman
did not want to go to Paris nor Governor Moreau to go to London; that
they met there and that Schacht and Governor Moreau met for the first
time; that they all, except Harrison, agreed they would give credits
to the Bank of Poland if the bank asked for them.

Harrison stated that he saw Gilbert in Berlin, who thought
Polish stabilization was very advisable.

Harrison said he then saw representatives of the Bank of Poland
in London; that they said that all the Cabinet had initialled the
iroposed plan for a credit, although the President would not for
some time,becaase of hesitation to agree to stabilization, because
Poland could get credits in New York without any such agreement,
quoting Dillon and Governor Harding to this effect; that it was pointed
out to him that his efforts failed two years ago, and that another
failure would injure France, and that he finally consented.
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12.

Harrison said that the Poles are to bring up the matter
formally soon.

Harrison stated that onienason for the Poles not wishing to
be placed under the League of NatiQas was that they felt Great Britain
dominated the Finance Committee.

Harrison said Poland wanted an American to go on the Expert
Committee and hoped to get Dwight Morrow.

Gov. Crissin:er, C.S.H., James, Cunningham, and later Dr. Miller
were present.

13 Diaries, 153, 154, 155.
(Pages refer to original diary)

1927. June 6:

Mr. James said that a omnmission on Polish credit would not be
consistent with the Board's expression of opinion on the credit to
the Bank of Belgium.

C.S.H. pointed out that the Bank of England credit was in essence
a sale of gold, made independently of other European central banks,
while in the Belgian and Polish credits, the agreement was made in
conjunction with other central banks, and the commission was a part of
the joint agreement.

1927, October 1:

Governor Frank, of the National Bank of Belgium, told C.S.H. at
Dr. Miller's lunch that although he could not say it was a fixed
custam to dharge comilissions for such credits as the Belgium credit,
yet that Belgium was very willing to pay it.

14 Diaries, p. 11.

1927, October 

The Board voted to approve a 10 millions credit for the Bank; ,
of Netherlands. Cunningham alone voted No. 14.4t. /u4.44404014.44406Ww

14 Diaries, p. 11.

6414"""6.64.04106*
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1928. April 2: 

Board states it would join Roumanian credit only if the
Federal Reserve Bank of New York would arrange with the Bank of
France a guarantee as to a satisfactory stabilization plan, which
the Federal Reserve Bank of New York declined to unlertake.

14 Diaries, p. 9.

C.S.H. points out that the dispute between the Bank of England
and the Bank of France grew out of the fact the Bank of England
wanted the League of Nations to supervise the Roumanian stabilization
plan; that the question seemed to involve one of balance of power.

14 Diaries, p. 9.

1928, April 3: 

13.

Harrison denies any dispute between Bank of England and Bank of
Prance as to Roumanian stabilization; that their relations were most
cordial; that the Bank of England had not declined to join the
Roumanian syndicate, but, on the contrary, had agreed to join on
condition that the Federal Reserve Bank of New York became responsible
for a satisfactory stabilization plan, whidh his bank refused to under..
take; that he thought the Bank' of England ultimately would came in.

14 Diaries, p. 9.

C.S.H. feared that the Board by accepting without conditions,
might be put in apparent eosition of siding with the Bank of France
against the Bank of England. C.S.H. said he accepted Harrison's
statement that there was no controversy but merely a present disinclination
on the part of the Bank of England to join unless the Federal Reserve
Bank of New York would accept responsibility for a satisfactory stabiliza.
tion plan. C.S.H. said that for the Board to impose a condition that
it would join only if the Bank of England would, would be tantamount
to a statement that the Board would follow the Bank of England and allow
its policy to be guided by it, which would expose the Board to censure.

14 Diaries, o. 9.

1928, April 4: 

Dr. Miller objected to the Roumanian credit agreement on the ground
that the Federal Reserve Bank of New York would be bound by the decision
of the Bank of France, both as to the stabilization loan and the
syndicate agreement.
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14.

1928, April

C.S.H.
he answered

1.

4 (Contld.)

then proposed two questions to Harrison, both of which
in the affirmative:

Could the Federal reserve bank after entering the
arrangement decline to go on for reason that
syndicate plan was not satisfactory?

2. Could the Federal Reserve Bank, after entering
the agreeaent, decline on the ground that the
stabilization agreement with the Bank of France
worked out was not satisfactory to it?

The Board then voted to approve the negotiations between the
Federal Reserve Bank of New York and the Bank of France.

Miller and James voted No.
14 Diaries, p. 10.

1928. April 6:

Dr. Miller filed a statenent explaining his vote, stating that
the Board had practically assumed responsibility for a satisfactory
stabilization agreement, and had abdicated to the Bank of France.

C.S.H. re-olied that the records show that the Federal Reserve
Bank of New York expressly refused responsibility for a stabilizattan
plan, and that it reserved the right to withdraw from the syndicate
agreement, (a) if it does not approve the stabilization plan as
finally adopted, and (b) if it does not approve details of the syndicate
agreement.

14 Diaries, 10.

1929 'Tune 61 

Board voted to approve the purchase of not over 5 millions of
bills endorsed by the Bank of Hungary.

Dr. j11er voted No on the ground that it was not clear that the
Government of Hungary had agreed to permit the exportation of gold
to pay these bills, if necessary.

The Board felt this could be left to the judgment and discretion
of the New York barik. directors.

16 Diaries, p. 162.

a-4 /-1'44-447
'

)„6„..„4.4. vt. 1604.4 4 4 I " • / 41.
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CONFIDET IAL

Not for publication

EARNINGS AND EXP=SES OF FEDERAL RES2RVE BANKS, TUNE 1931

B-417

Federal

rve

Month 

Earnings from

Dis-
counted

Pur-
chased

U. S.
secu-

Bank bills bills rities

Boston
:ew York
Philadelphia
Cleveland

Richmond
Atlnnta

• -

St. Louis

Minneapolis
Kansas City
Das
S, _rancisco

$20,415
41,839
49,562
38,636

50,265
31,529
35,223
15,952

12,154
32,834
25,771
52,73q

TOTAL
June 1931 407,969
May 1931 332,526
June 1930 774,374

$13,806
35,014

S35
11,803

3,501
0,331

14,633
6,369

Jan.-Juno 1931 2,759,704
1930 6,729,131 

FEDE-LAL R.:SERVE BOARD
DIVISION OF BANK OPER.

JULY 14, 1931.

4,920
6,947
4,312
9,636

June 1931 January - June 1931

Current expenses
Current net
earnin,rs

Other
sources

Total
Exclusive
of cost of

F.R.Currency
Total Amount

r.ro
Y1)11).))

206,938

70,562

93,903

37,067
29,461

1143,500
41,290

46,534
41,659
43,746
00,091

$16,277
152,551

20,796
34,181

14,670
13,221
47,849
12,308

5,267
27,562
7,746
18,924

$100,497
436,392
141,755
173,578

105,533
32,542
241,235
76,915

63,375
109,042
67,575
161,590

$150,157
512,939
151,011
202,430

115,21S
100,447
274,573
110,01E!

72,637
133,737
93,323

'35,954

$151,089
520,133
151,926
204,252

115,724
101,518
253,374
111,452

73,423
134,236
99,077

'87,114

-$42,552
-63,741
-10,171
-25,674

-10,141
-13,976
-52,009
-34,573

-4,543
-25,194
-11,502
-25,524

Ratio to
paid-in
capital

Per cent

- -

- -

Current net earnin---s
Ratio

Amount to
paid-in
capital

Per cent
4279,800
-536,476

-67,500
-145,555

-237,243
-166,024
-154,544
-153,451

-25,925
-125,244
-99,302

-253,924

- -
- _

- -

- -

_
_ -

Available for
reserves,
surplus and
franchise

tax*

-$640,237

-540,081
-657,440

-415,127
-326,772
-745,710
-250,671

-123,50g
-255,303
37,552

-603,590

397,925 371,852 1,798,633
936,394 116,374 1,549,873
,473,163 435,320 2,988,374 

1,155,391 6
4,241,405 c

120,2'07
164,077
300,512 1

,460,513 939,946 11,336,054
13 , 215, 123 

2,108,007
2,117,429
2,160,985 

12,787,672
,913, 207 1,260,046 21,143,8'39

2,143,358
2,240,925
2,243,376

13,537,250
14,574,937

-344,725
-599,052
744,99 5.3

-2,251,196
6,563,932 7.7

-2,251,196
6,553,932

- -

7.7
-:0,256,051
1,353,206

*After making allowance for accrued dividends and current debits and credits to
profit and loss account but not for profit or loss on sales of U. S. securities
held in special investment account.
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CONFIDET IAL

Not for publicnAion

EARNINGS AND EXP=SES OF FED.,..HAL RES:RVE BANKS, JUNE 1531

i,t A r.al

B-417

Federal

Iiivserve

Lank

Month of June 1931 January - June 1931

Earnings from Current expenses
Current net
earnin,.s

counted
bills

Pur-
chn,sod
bills

U. S.
SOCU-

rities
Other
sources

Total

Boston
Yew York

Cleveland

Richmond
Atinnta

St. Louis

Minneapolis
Kansas City

S, rancisco
TOTAL

June 1931
Kay 1931
June 1930

$20,415
41,839
49,562
3s,6s6

50,265
31,529
35,223
15,952

12,154
32,834
26,771
52,73q

407,969
332,528
774,374

Jan.-June 1931 2,759,704
1930 6,729,131

$13,806
35,014

g35
11,803

3,531
3,331

14,633
5,s65s

4,92o
6,547
4,312

9t336

37,067
25,461

143,5G0
41,250

46,534
41,Sc,.9
4s,746
c0,091

$16,277
152,551

20,796
34,181

120,n7 397,925 371,352
164,077 9s6,394 116,074

  300,512 1,478,15 435,320 
1,155,391 6,430,513 939,946
4,241,435 C,913,2074260,046 

FERADEL R7,SERVE BOARD
DIVISION OF BANK OPERATIONS

JULY 14, 1931.

$108,497
436,392
141,755
173,578

105,57.3
c2,542
241,2s5

6ze„s75
109,042
G7,575

161,590

1,793,533
1,549,873
2,933,374

11,336,054
?1,143,8S9

Exclusive
of cost of

F.R.Currency
Total

$150,157 $151,089
512,939 520,133
151,011 151,926
202,433 204,252

115,218 115,724
100,447 101,513
274,573 253,374
110,010 111,452

72,6s7 73,423
133,737 134,236
9s,s2s 99,077
1E5,554 1s7,114

2,103,007
2,117,429
2,160,935.

12,787,672'
13,215,123 

Amount

2,143,358
2,243,925

_2,243,376
13,587,250 1
14,574,937

R-Itio to
S aid-in
caDital

Per cent
-

••••••••

_

- -

- -

5.3

7.7

Current net earninc-s
Ratio

Annunt to
paid-in
capital

Per cent
-$279,g03
-536,475
-07,900
-145,355

-237,243
-166,624
-154,544
-153,451

-25,925
-125,244
-99,302
-253,924

-2,251,196
6,55'2,932

- -

- -

- -

7.7

Aimilable for
reserves,
surplus and
franchise

tax*

-123,50s
-255,303
37,552

-60,590

1,853,2C6

*After making allowance for accrued dividends and aarrent debits and credits to
profit and loss account but not for profit or loss on sq.les of U. S. securities
held in special investment wcount.
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Office Correspontnce
Form ;ftl. 131 .

FEDERAL RESERVE
BOARD

S-e.t. 444

Date July 16,1931.

To Mr, Hamlin Subject:  Special condition re loans to 
R. Caldwell and A. B. Banks by American

From Mr. Wyatt,  General Counsel. Exchange Trust Company,  Little Rock, 
Arkansas.

91,4 1-8495

You have asked me to give you the history underlying the approval
by the Board of the following special condition which was imposed upon the
American Exchange Trust Company of Little Rock, Arkansas, when it was ad-
mitted to membership:

"9. You shall agree that there shall not be an undue
or improper concentration (in the judgment of the Federal Re-
serve Board) of direct and indirect liabilities of any
directors, officers, employees, stockholders, and/or associates,
dOmbined rith their underwritings and/or loans to or upon stock
of corporations in which interested."

The above named bank was formed to take over most of the assets of
the American Southern Trust Company and the Exchange National Bank, both
of Little Rock, which were in an unsatisfactory condition. The two prin-
cipal stockholders in the new bank, by virtue of their stock ownership in
the constituent banks, were Messrs. Rogers Caldwell and A, B. Banks, who
were also extensively interested, directly or indirectly, in a large num-
ber of other banks and enterprises.

When application for membership was made by this bank, the member-
ship committee of the Federal Reserve Bank of St. Louis recommended that
the application be approved subject to a special condition substantially
the same as that above quoted in addition to several other special condi-
tions and the usual seven conditions set out in the Board's Regulation H.
The purpose of this special condition, as stated by the Assistant Federal
Reserve Agent at St. Louis in his letter forwarding the application to the
Board, was to place a limitation upon the amount which Messrs. Caldwell
and Banks and their interests could borrow from the applicant bank.

In a memorandum describing the preliminary treatment of this
application, Mr. Wingfield, who handled the application for this office,
states that Mr. Cunnineham advised that he would not recommend its approv-
al unless Mr. James did so; and that Mr. James expressed the opinion that
he would be unwilling to recommend its approval unless a restriction was
placed upon the bank similar to that imposed upon the Union Planters
National Bank and Trust Company of Memphis, Tennessee, by the Comptroller
of the Currency, villen this national bank was converted from a State in-
stitution.

The State institution involved in this conversation was one
in which Rogers Caldwell and certain of his associates owned a large stock
interest, and the agreement which the Comptroller req7aired all of them to exe-

cute prevented absolutely loans by the national bank to any of them or to "any

of their corporations, firms, enterprises or underwritings either directly or

VOL. 216 indirectly." The agreement provided further that if Caldwell or any of his (iv

PAGE 55 associates or their corporations, firms, enterprises or underwritings were

'indebted to the State bank. at the time of the conversion, such indebtedness `i
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would be paid within six months.

Mr. Wingfield states further that Mx. James, after a discustion
in his office between Governor Martin of the Federal Reserve Bank of St.
Louis, and Messrs. McClelland and Wingfield, directed this office to pre-
pare a condition restricting to 20 per cent, of the capital and surplus

of the bank, the loans to be made to any of its officers, directors, em-
ployees or stockholders, or firms or corporations with which such officers,
directors, employees or stockholders were affiliated. Such a condition was
accordingly prepared by this office and Mr. James forwarded it to Governor
Martin with the suggestion that it be imposed upon the bank instead of the
condition recommended by the membership committee of the Federal Reserve
Bank of St. Louis. The prcposed substitute condition provided:

"Except with the permission of the Federal Re-
serve Board, the total liabilities to such bank, direct
or indirect, contingent or otherwise, of (a) any person,
including therein the liabilities of any partnership or
association in which he is a member and of any corpora-
tion in which he is a director, officer, employee or
stockholder, or (b) of any partnership, association or
corporation, including therein the liabilities of any
other partnership, association or corporation affiliated
or connected therewith through having common officers,
directors, members, employees or stockholders, or through
stock ownership by the one in the other, shall not at any
time or under any circumstances exceed an amount eval to
20 percent of the paid-up and unimpaired capital and sur-
plus of such bank."

On March 1, 1930, a meeting of the Board was called to consider the
application of the American Exchange Trust Company. Governor Martin was
present at this meeting and he called attention to the fact that the only
problem presented by the amalgamation of the constituent banks was the
possibility of an undue concentration in the new bank of the loans of the
Interests of the two principal stockholders, Caldwell and Banks. In view
of this possibility, Governor Martin stated that the membership committee
of his bank recommended, in which recommendation he joined, that the appli-
cation of the bank be approved subject, among others, to the special condi-
tion'first above quoted. Mr. James then called attention to the possibility
that the applicant bank might be resorted to for loans during certain seasons
of the year by the large number of banks with which Mr. Banks was associated
and requested that the Board consider the condition which had been prepared
by this office in lieu of the condition recommended by the Federal Reserve
Bank of St. Louis. The opinion was expressed by some members of the Board,
however, that this substitute condition "is perhaps too drastic" and that
the condition recommended by the membership committee of the Federal Reserve

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



=••

4.

- 3 -

Bank of St. Louis "will adequately meet the situation," with the result
that the condition first above quoted was unanimously approved by the
Board along with a number of other conditions.

For your further information, I am attaching hereto an excerpt
from the minutes of the meeting above referred to which sets out in
greater detail just what took place at that meeting.

Excerpt attached.

Respectfully,

"5:'WalteVatt,
Geuer Counsel.
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WESLEY L. JONES, WA

REED SMOOT, UTAH

FREDERICK HALE, ME.

LAWRENCE C. PHIPPS, COLO.

HENRY W. KEYES, N. 14.

HIRAM BINGHAM, CONN.

TASKER L. ODDIE, NEV.

GERALD P. NYE, N. DAK.

W. B. PINE. OKLA.

OTIS GLENN. ILL.

FREDERICK STEIWER, OREG.

SH., CHAIRMAN

WILLIAM J. HARRIS, GA.

CARTER GLASS, VA.

KENNETH MC KELLAR, TENN.

EDWIN S. BROUSSARD, LA.

JOHN B. KENDRICK, WYO.

ROYAL S. COPELAND, N. Y.

CARL HAYDEN, ARIZ.

SAM G. BRATTON, N. MEX.

CAMERON MORRISON, N. C.

KENNEDY F. REA, CLERK

JAMES H. DAVIS, ASST. CLERK

VOLUME 216
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9Anifeb Zfafez Zencrte

COMMITTEE ON APPROPRIATIONS

Lynchburg, Vireinia.

July 16, 1931.

Yly dear Governor Hamlin:

I have not sooner acknowledged

your letter of same dazrs ago because I had expected before
now to be in Washington and to talk with you in persoi:
I hope to get there before many days and will make itApoirt
to see you.

Leanwhile, please do not accept
my silence for acquiesence in the proposition that the ITederal
,leserve banks have one particle of legal sanction for  guaran, 
teeing foreign bnnk credits or buying foreign finance bills
under the guise of prime short time canlercial bills. I
thought this sort of thing was ended after the one venture
of our larente0 friend, Ben Strong. If it is now to be re-
sumed, God only knows what will became of the Federal Reserve=
System.

With cordial resards,

Sincerely yours,

,

Hon. C. S. Damlin,
rederal Reserve Board,
Washington, D. C.
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EXCERPT FROM MUM=

Meeting of the Ifederal Reserve Board held =March 1. 1933, at

2:30 P. M., at which the following were present:

Governor Young
Mr. Platt
Mr. Eamlin
Mr. James
Vt. Cunningham
Mt. 'bell
Mr. Martin
Mt. Wingfield

Governor Young referred to the special matter for which this meeting

was called, namely, the application of the American lxchange Trust Company

of Little Bock, Arkansas, for smiabarship in the Pederal Reserve System, an&

requested Governor Martin to explain to the Board the circumstances under

which the now taxi:1ms organised and the conditions upon which the member-

ship committee of the 7ederal Reserve Bank of St. Louis recommends that the

bank:be admitted to meihership.

Mr. Martin stated that the applicant bank with capital of $1,000,000,

and surplus of $500,000, and operating under a new charter, is the result of

the bringing together of the Mcdhange lational Bank of Little Rock and the

American Southern Trust Company of Little Rock, both of which institutions

were in unsatisfactory condition; that the assets of the now bank consist

of the good assets from both of the old institutions in the amount of their

liabilities less capital, surplus, and undivided profits, the stockholders

taking the remaining assets of the two old banks which will be held in trust

by the American ischange Trust Company for their benefit; tht the new bank

is in good condition; and that the only problem presented by the arrangement

is the possibility of an undue concenzration in the applicant bank of the
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loans of the interests of the two principal stockholders, Messrs. Rogers

Caldwell and A. IB. Banks, who bold 33,000 ar a total of 40.000 shares of

sto*. Me called attention to the fact that at one time the interests with

which Mr. Beak/ is connected had loans of approximately $1.500,000 with

the American Southern Trust Company, that this matter was called to Mr.

Bank's attention and he has since reduced this total to about $460.000,

and has agreed to reduce it to $300,000, or 20% of the bankes capital and

surplus.

Mr. Martin further stated that while he had talked with Mt. Stanley,

the executive officar of the new bank, and feels that he can be relied upon

to see that the interests of Messrs. Caldwell and Banks are not permitted to

use the credit of the new bank to any unusual extent, the Federal Reserve

Bank of St. Louis, in view of the situation outlined, believes Smog special

editions are required, and that the Membership Committee of the Bank

recommends, in I'M& recomendation he joins, that the application of the

Arierican UChange Trust Company for mesibership in the Federal Reserve System

be approved subject to the regular conditions imposed by the Board, and, in

addition, the following:

You shell agree not to purdhase, transfer or acquire certain
assets of the American Southern Trust Company, Little Rock,
Arkansas, aggregating $1,316,793.75 listed an exhibit No. 1
and/or certain assets of the Exdha.lge National Bank, Little
Rock, Arse, aggregating $604,656.08 listed on exhibit
No. 2.

9. You shall agree that there "hall not be an *amaze or improper
concentration (in the judgment of the Federal Reserve Board)
of direct and indirect liabilities of any directors, officers,
employees, stookholderst and/or associates, combined with
their underwritings ant/or loans to or upon stock of corpora-
tions in which interested.

10. That at the time your company is authorised to commence bust-
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Bees your proposed capital of $1.000,000 and surplus of
Woom Shall be fully paid in.

11. That your company shall, at the first meeting of your board
of directors, ratify the action taken in your behalf by the
*American Southern Trait Company in applying tor stock in
the lederal Reserve Bank of St. Louis and. in accepting
the conditions of memlbership imposed by the 'federal Reserve
Board, and your board a directors shall pass a resolution
accepting such conditions of membership.*

Mr. James then referred to the extensive banking interests of Mr.

Caldwell and to the fact that Mr. Banks is interested in some fort/ or

more bents throughout the State of Arkansas, in connection with which the

American baba:2g* Trust Compeuor may be resorted to for loans daring certain

seasons of the year, and stated that in an endnewor to prevent any possibility

of an =due extension of credit to these interests by the applicant bank, he

had requested Counsel to prepare the following condition of membership, which

be would like to have the Board consider in lieu of the 9th condition recom-

mended by the Federal Reserve Bank of St. Louis:

sZxcept with the permission of the Yederal Reserve Board,
the total liabilities to such bank, direct-or indirect, con-
tingent or otherwise of (a) say person, including therein
the liabilities of arr partnership or association in stitch
he is a member and of any corporation in which he is a di-
rector. officer, employee or stockhold.er, or (b) of any
partnership, association or corporation, including therein
the liabilities of any other partnership, association or
corporation affiliated or connected therewith throng): hav-
ing common officers, directors, Isenberg, eaployees or stock-
holders, or through stock ownership by the one in the other,
shall not at any tine or under any cirozostances exceed an
amount equal to 20 per cent of the paid-up and unimpaired
capital ant surplus of such bank.*

A general discussion ensued, during which the opinion was expressed

by some members of the Board that the condition suggested by Mr. hoses

is perhaps too drastic: and that the 9th condition recommended by the
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Membership Connittee of the Federal Reserve Bank of St. Louis sill

adequately meet the situation.

At the conclusion of this discussion, Mr. balls moved
that the application of the American Itirchange Trust
Company for membership in the redera3. Reserve System
and for 900 shares of stock in the rederal Reserve
lank of St. Louie be approved. subject to the usual
conditions imposed by the Federal Reserve Beard, end,
in addition, the conditions recommended ty the Member-
sbip Committee of the Federal Reserve !lank of St. Louie.

This motion, being put /rf the Chair, was unaudwons4
carried.

\-

•••••••.• .441
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Form No. 131

Office Corresponitnce
To Mr • Elan lin

From Mr.  Goldenweiser 

FEDERAL RESERVE
BOARD

Subject:

Le.A. 7144

Date  July 23„1931 

210

In connection with your inquiry about foreign acceptances,

the facts are as follows:

On June 30, 1931, the large New York banks reporting to the

New York rederal Reserve Bank, and including thet bank, held

$678,000,000 of dollar bills for account of foreign correspondents.

On the same date the volume of acceptances in the NIICYork market,

which were executed for foreign account, and on whi*foreigners

would be liable at maturity, was $647,000,000. Total holdinz-s of

acceptances payable in foreign currencies b these reporting banks

were not in excess of $69,000,000. It may be mentioned :that on

March 25, the latest date for which information for all member b2nks

is available, their total holdings of bills payabJe in foreign cur-

rencies were t100,000,000.
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