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Oﬁice Correspondence Date_ August 11, 1941

To The Files Subject:.

Mr. Cce

From

mpPL.

After correspondence with Mrs. Hamlin (see letters of May
25 and June 4, 1941) the items attached hereto and listed below, be-
cause of their possible confidential character, were taken from Vol-
ume 239 of Mr. Hamlin's scrap book and placed in the Board's files:

VOLUME 239

Page 7 - Funds for loans to employees of F.R. Banks.

Page 11 - (X-7356) Conditions of membership which will be prescribed
for State banks hereafter admitted to membership in the Federal
Reserve System.

Page 16 - Farnings & Expenses of F.R. Banks, February 1933.

Page 18 - Board comments on S. 320. (Wyatt)

Page 23 — Confidential - Secretary of Treasury's advice to F.R. Board
to issue licenses for the resumption of banking functions.

Page 29 - Comments on Senate Bill 320. (Typed draft)

Pages 30 & 3L - Amendment intended to be proposed by Senator Glass to
provide for direct loans by F.R. Banks to State banks and trust
companies.

Page 33 - Letter to Senator Glass from Board re S. 320.

Page 36 - gelegram from Mr. Seay to Board expressing views. (against
S. 320

Page 37 - (X-7367) Telegram to all banks re Regulation 0.

Pages 38 & 39 - (X-7360-61) Telegrams sent to all F.R. Banks, signed
by Mr. Morrill, re amendment to Federal Reserve Act.

Page L1 - (X-7365) Re Section 18 of F.R. Act, as amended by Section LOl.

Page L2 - (X-7369) Telegram from Mr. Morrill to all F.R. Banks re
penalties for deficiencies in reserves of F.R. Banks.

Pages Ll & L5
Telegrams to Board re S. 320.

Page 47 - Amendment prepared by Board for Senator Glass.

Page 54 - Letter to Mr. Morrill from F.R.Bk. of Chicago re S. 320,

Page 55 — Reserve Percentages of March 15 and March 8, 1933. (Confidential)

Page 56 - Telegram to Mr. Morrill from Mr. Seay re S. 320.

Page 67 - Data re vacancies on F.R. Board.

Page 70 - Telegram to Governor Meyer from Joseph F. Guffey re partiality
being shown to banks in Mell Bank Group.

Page Zg - Letter from F.R.Bk. of Richmond to Mr. Wyatt re Title 2.

Page 86 - Suggestions by C.S. Hamlin re gold.

Page 90 — Data by Dr. Miller re gold hoarding.

Page 92 - Letter to Senator Glass re S. 320.

Page 95 - Amendment - S. 320. (Draft)

Pages 102 & 105 & 107 - Telegrams to all F.R.Banks from Mr. Morrill re
S. 320.

Page 111 - Cooksey's wire of March 13 & 15 to loan agencies.

Page 113 - Memo to Mr. Hamlin from Mr. Goldenweiser re decline in cost
of living.
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Page 115 - Letter to Board from F.R. Bk. of Phila. enclosing letter
from Mr., Gest giving suggestions about the hoarding of gold and
the allied questions arising under the Emergency Finance Act.

Page 117 — Letter to Mr. Morrill from Secretary Cooksey of R.F.C. re
revoking telegraphic instructions to Loan Agency Managers to en-
courage obtaining of credit and currency from the F.R.Banks.




FEDERAL RESERVE BOARD
WASHINGTON

ed for FRASER




sits!
charges
1er dent
rees loen fund.

™~
o WY

y="0ther depo:
'.;‘ 1

2 _banks
erre
:,’-” Otl
empl

]
e

"

~
g WU

pilit

2,73
et - De
t

Reserve
1

Agg
3

camona

ih"_. -

Fed for FRASER




FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD
X-7356

March 11, 1933,

SUBJECT: Conditicns of membership which will be
prescribed for State banks hereafter
admitted to membership in the Federal
Reserve System.

Dear Sir:

It has been the Federal Reserve Board!s practice, as you know,
to prescribe for State banks applying for membership in the Federal Reserve
System the seven conditions of membership contained in the Board's Regula-
tion H and such special conditions as the facts in each individual case

indicated were desirable to correct unsatisfactory conditions in the

bank and to prevent the exercise of powers which the bank might have under

its charter or the State law that were not consistent with the purpvoses of
the Federal Reserve Act and considered undesirable in a commercial banking
institution. Some of these swecial conditions have been of a general
naturc and the Board feels that it would be advisable hereafter to pre-
scribe for each State bank applying for membership all special conditions
of this character which have been aperoved by the Board and which tend to
prevent unsound developments in banks regardless of whether the bank
appears to be engaged in practices at the time of admission to membership
which may lead to such developments. It is believed that this procedure
will be helpful in developing a more effective supervision of banking

in the Federal Reserve System and wmill tend to develop better banking
VOLUME 239
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practices, and it is contemplated that if the Board's experience indi-

cates that any further conditious of a general nature are desirable

they also will be prescribed for State banics subsequently admitted to

membership.

Some of the conditions coatained in the Board!s Regulation E
are very broad in their terms and it is possible that there is some
overlapping of these conditions and certain of the conditions regard-
ing specific practices or powers; but this is not believed to be
objectionable. Accordingly, in the case of each State banlc hereafter
apnlying for membership, the Board will prescribe the following coidi-
tions of membership which include the sevea co:ditions coitained in
the Board's Regulation H, with one revision, and other conditions of a
general nature that have been aoproved in substaace by the Board as
special conditions in individual cases:

1. ZExcept with the permission of the Federal Reserve
Board, such bank shall not cause or permit any
change to be made in the general character of its
business or in the scope of the corporate powers
exercised by it at the time of admission to member-
ship.

Such bank shall at all times couduct its business
and exercise its powers with due regard to the
safety of its depositors.

Such bank shall maintain its loans within the limits
prescribed by the laws of the State in which it is
located.

The board of directors shall not permit loans to
directors, officers, employees, principal stock-
holders and/or their interests, including loans to,
or upon the security of stocks of, corporations in
which any of them have substantial interests, to
assune unduly large proportions or to endanger the
bank!s solvency or the liguidity of its assets, and
the Board of directors shall give special attention
to all such loans,




Such bank shall maintain adequate credit data in con-
nection with all unsecured loans.

Such bank shall keep past due paper and overdrafts at a
minimum, and shall not hold any checks in cash items
to avoid overdrafts.

Except with the permission of the Federal Reserve Board,
such bank shall not purchase or acquire through any device
whatever any stock of any other bank, trust company, or
other corporation of any kind or character except in
satisfaction or vnrotection of debts previously con-

tracted in good faith; and all stock acquired in satis~
faction or protection of debts shall be disposed of

within six months from the date on which it was acquired
unless the time is extended by the Federal Reserve Board on
the application of such bank for good cause shorm.

Such bank shall not permit any iavestment in a bank
building or in a site for a bank building to assume such
proportions as, in the judgment of the Federal Reserve
Board, would endanger the bank's solvency or liquidity
or would otherwise be unduly large or improper, and
before any iavestment is made in a bank building or a
site for a bank building the bank shall refer the
matter to the Federal Reserve Board for consideration.

Such bank skall not reduce its capital stock except
with the permission of the Federal Reserve Board.

Such bank shall not pay any dividends which will reduce
its surplus below an amount equal to at least 20 per
cent of its capital stock, and if at any time its sur-
plus should be less than 20 per cent of its capital
stock it shall carry to its surplus account annually,
or for any shorter period covered by each closing of
its books, not less than 50 ver cent of its net earn-
ings for any such period after deducting all losses
and providing reserves for depreciation.

Such bank shall reduce to an amount equal to 10 per
cent of its capital and surplus all balances in

excess thereof, if any, which are carried with banks

or trust companies which are not members of the Federal
Reserve System, and shall at all times maintain such
balances within such limits.

Except with the permission of the Federal Reserve RBoard,
such bank shall not, after the date of its admission to
membership, engage in the business of issuing or selling,
either directly or indirectly (through affiliated corpor-
ations or otherwise), notes, bouds, mortgages, certifi-
cates, or other evideuces of indebtedness representin
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real estate loans or participations therein,
either with or without a guarantee, indorsement or other
obligation of such baik or an affiliated corporation.

Such bank may accept drafts and bills of exchange drawn
upon it of any character permitted by the laws of the
State of its incorporation; but the aggregate amount of
all acceptances outstanding at any one time shall not
exceed the limitations imposed by section 13 of the
Federal Reserve Act, that is, the agzregate amount of
acceptances outstanding at any one time which are drawvm
for the purpose of furnishing dollar exchange in cowatries
specified by the Federal Reserve Board shall not exceed
5C per cent of its capital and surplus, and the aggregate
amount of all other acceptances, whether domestic or
foreign, outstanding at any one time shall not exceed

50 per ceat of its capital and surplus, except that the
Federal Reserve Board, upon the anpplication of such bank,
may increase this limit from 50 per cent to 100 per cent
of its capital and surplus; Provided, however, that in no
event shall the aggregate amount of domestic accentances
outstandiig at any one $ime exceed 50 per cent of the
capital and surplus of such banik.

The board of directors of such bank shall adopt a reso-
lution authorizing the interchange of reports aund iafor-
mation between the Federal reserve bank of the district
in vhich such bank is located and the banking authorities
of the State in which such bank is located.

The Board will also prescribe for each trust company or bank
exercising trust powers at the time of its admission to membershiip the
following conditions of meribership which are apnronriate for institutioas
exercising trust powers:

15. Such bank shall not, after ihe date of its admission to
membership, imwest trust fuads held by it in obligations

of the bank's directors, officers, amployees or their af-
filiations or corporatiois affiliated with the banlt.

Except with the permission of the Federal Reserve Board,
such bank shall not, after the date of its admission to
membership, iavest the funds of various trusts held by the
bank in particivatiomsin pools of mortgage bonds or other
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securities, and the funds of all such trusts shall be

invested separately from each other: Provided, how-

ever, that the Federal Reserve Board will not object

to the collective investment of small amounts of trust

funds where the cash balances to the credit of certain

trust estates are too small to be invested separately

to advantage, if the bank owns no participation in the

securities in which such collective investments are

made and has no interest in them except as trustee or

other fiduciary.

If trust funds held by such bank are deposited in its

banking department or otherwise used in the conduct of

its business, it shall deposit with its trust department

security in the same manner and to the same extent as is

required of national banks exercising fiduciary powers.

Attention is called to the fact that the condition numbered
seven above is a revision of the condition numbered three contained in
the Board's Regulation H and prohibits the acquisition of stock in any
other corporation except with the Board!s permission. As you lknow, this
cendition as contained in the Board's Regulation H refers only to the
acquisition of stock of other banks and trust companies; but the Board
believes that it is desirable in future cases to prescribe a condition
which will prohibit the member bank from purchasing stock in any corp-
sration except with the Board's permission.,
In connection with the condition numbered 10 it may be noted

that if in any case the applicatinn of a bank with a surplus of less than

20% of its capital is approved the Board will prescribe an additional

requirement that the surplus shall be increased to at least 20% af the

bank's capital out of earnings,
One of the conditions contained in the Board's Regulation H and
set out above provides that, except with the permission of the Federal

Reserve Board, a member bank shall not cause or permit any change to be
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made in the general character of its business or in the scope of the
corporate powers exercised by it at the time ef admission to membership.
In some cases State member banks have overlooked this requirement and
have made changes in the general character of their assets or in the
scope of the corporate powers exercised at the time of their admission
to membership without obtaining the Board's permissien. Accordingly, in

the letter prescribing conditions of membership which is addressed to

each State bank whose application is approved hereafter, special atten-

tion will be called to the necessity for ebtaining the Berard's permission
under this general condition covering any such change made by the bank
after its admission to membership in the System.

You will understand that in particular cases it may bé desirable
to prescribe special conditions nat of a general nature to correct
unsatisfactory conditions in the particular bank, and, as a matter of
emphasis, to prescribe conditions prohibiting, except with the Board's
permission, the exercise of specific powers which a particular bank may
be authorized to exercise under its charter or the State law, even though
such powers are not exercised at the time of admission to membership ae@
accardingly, under the general conlition referred to above, might not be
exercised except with the Board's permissien. In connection with the sub-
missicn of applications for membership, the Board would, of course, like
to have your recommendation as to any special conditions which should be

prescribed in the particular case and as to any conditiens of a general




zed for FRASER

-7 X=7356

4
Rl

nature which experience indicates would be desirable as conditioﬂf:to
“']' #»,
be prescribed fer each State bank thereafter admitted to membership.

Very truly yours,

Chester Morrill,
é Secretary.

letter is a confirmation ol the telegram sent you today.

I0 ALL FEDERAL RESERVE AGENTS.




CONFIDENTIAL
Wot for publication

EARNINGS AND EXPENSES OF FEDERAL RESERVE BANKS, FEBRUARY 1933.

Month of February 1933 L Jang. =  Peby 1955
Current net Current net egrnings

earnings Ratio |Less accrued

‘serve Dis- Pur- 0. 8, Exclusive Ratio to Total to dividends and

counted chased secur- Other of cost of | Total Total paid- paid-in net charges
in capital |(current) to

capital profit and loss
Per cent Per cent
Boston $32,183 89,092 $113,957 $3,699  $158,931 | $146,016  $155,418 $3,513 R . -$92,006
ftew York 132,291 54,407 9ih4,k90 40,070 1,141,258 504,506 510,671 630,587 14.0 13, 725,916
Philadelphia 143,091 12, 277 166,029 14330 320,757 158,124 172,553 156,234 12,7 12, 158, 664
Cleveland 102, 324 11,164 210,720 10,038 334, 246 199,451 221,766 112,480 10.5 A 57,820

5 3 . "LF?! ?93

Federal Earnings from - Current expenses

Bank bills bills ities sources F.R.curren

Richmond U6, 759 5,302 56,527 5,225 113,813 111,325 112,016 1,797

Atlanta 53,132 5,483 Boeqgl 06,391 A2k 737 gL, 517 99, gl 20,253 6,2 i 3,354

Chicago 49,339 16,373 257,491 22,104 345,307 | 251,954  3k9,262 ~3,955 . . =11»195
St. Louis 15,808 4,566 79,478 7,261 107,173 105,586 112,825 -5,652 -62,085

Minneapolis 27,632 3,051 = 76,868 3,205 110, 756 76,462 80, 731 30,025 . : 36,811
gllfas City 40,182 3,876 67,749 19,007 130,814 123,111 131,409 -595 8 -34, 445

ias 11,356« - 2.01% 69,543 1,402 85,219 90,823 90,984 -5,765 -46, 763
San Francisco 109,726 8,547 47,412 12,197 277,882 185,630 197,051 80,831 . " 42,425
TOTAL
February 1933 763,683 137,256 2,216,995 137,989 3,255,923 |2,047,505 2,234,170} 1,021,753
Jamuary 1932 723,173 118,741 2,350,486 122,679 3,315,079 |2,079,403 *2,172,061 [*1,143,018
February 1932 2,377,865 463,991 1,306,728 244,868 L,393,452 |2,072,423 2,204,089| 2,189,363 . ,
Jan.-Feb, 1933 1,486,857 255,996 4,567,479 260,670 6,571,002 |4,126,908 L,L06,231| 2,16L4,771 . 2,164,771

4,846,269 1,138,037 590,954 9,261,114 h

FEDERAL RESERVE BOARD
DIVISION OF BANK OPEZRATIONS *Revised,
MARCH 11, 1933.

VOLUME 239
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Not necessary because R. F« Cs can lend to
nonmember banks.

Imposes additional burden on Federal Reserve System
without making corresponding contribution to re-
gsources of System. (Member banks own 80% of assete
of Federal reserve banks)

Removes major incentive for State banks to join Feder-
a2l Regerve System.

Such paper would not be eligible as collateral security
for Federal reserve notes or Federal reserve bank
notes.

Federal reserve banks have no knowledge of condition
of memmember State banks and would have no authority

to examine them - - State examination reports frequent-

1y worthless.

VOLUME 239
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734 Congress 8. 320
1st Session.

IN THE SENATE OF THE UNITED STATES
March 13, 193Z.

Mr. Robinson of Arkansas introduced the followingz bill; which was read twice
and referred to the Commitiee on Banking and Currency.

A BILL
To provide for direct loans by Federal reserve banks to State banks

end trust companies in certain cases.

BE IT ENACTED BY THE SENATE AND HOUSE OF REP'ESENTATIVES OF THE
UNITED STATED OF AMERICA IN CONGRESS ASSEMBLED, That title IV of the Act
entitled "An Act to provide relief in the existing nationzl emergency in
banking, and for other purpuses”, approved ¥arch 9, 1932, is amended
adding at the end thereof the following new section:

"Sec. 404. During the existing emergency in banking, or until this
section shzll be declared no longer operative by proclamation of the Presi-
dent, but in no event beyond the period of one year from the date this
section takes effect, any State bank or trust company not & member of the
Federal reserve system may apply to the Federal reserv- bamk in the district
in which it is located and ob4sin-frem said Federal reserve bank, IN ITS
DISCRETION AND AFTER INSFECTION AND APFR VAL OF THE COLLATERAL AND A TEOROUGH
EXANINATION OF THE APPLYING BANK OR TRUST COMPANY, MAY MAKE DIRECT LOANS TO
SUCE STATE BANK OR TRUST COMPANY diveet-lesns under the terms provided in
section 10(b) of the Federal reserve act, as amended by section 402 of this

actt, Frevidedy-That-all- ALL arplications for such losns shall be accompanied
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by the written epproval of the Stete banking department or commission of

the State from which the Sicte berk or trust company has received its
charter and a statement from the sald State banking department or commis-
sion thet in ites judgment said Stase dbank or trust company is in a sound
condition. THE NOTES REPRESENTING SUCH LOANS SHALY, BE ELIGIBLE AS SECURITY
FOR CIRCULATING NOTES ISSUED UNDER THE PROVISIONS OF THE SIXTH PARAGRAPH
OF SECTION 18 OF THE FEDERAL RESERVE ACT, AS AMEXDED BY SECTION 401 OF TEHIS
ACT, TO THE SAME EXTEKT AS NOTES, DRAFTS, BILLS OF EXCHANGE, OR BANKERS'

ACCEPIANCES ACQUIRFD UNDER THE FROVISIONS OF TEE FEDERAL RESERVE ACT."
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Intended to be proposed by lMr. Glass of Virginia to the bill (S, 320)

to provide for direct loans by Federal reserve banks %o State

banks and trust companies in certain cases, viz:

On page 2, line 3 strike out the words "obtain from.”

On page 2, line 4, after the word "bank", strike out the
werds "direct loans" and insert & comma and the words "in its
discretion and after inspection and approval of the collatoral
and a thorough examination of the applying bank or trust company,
may make direct losns to such State bank or trust company.”

On page 2, line 6, change the colon to a period, strike
out the words "Provided, That all” and substitute the word "All".

On page 2, line 12,after the period and before the gquotation
marks, insert the following new sentence:"The notes representing
guch loans shall be elizidle as security for circulating notes
issued under the provisions of the sixth paragraph of Sectionl8 -
of the Federal Reserve Act, as amended by Sectiond0)l of this Act,
to the same extent as notes, drafts, bills of exchange, or banke
ers' acceptances acquired under the provisions of the Federal

Reserve Act, *
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Intended to be proposed by ¥r,. Glass of Virginia to the pi1l (S. 320)

to provide for direct loans by Federal reserve banks %o State
banks and trust companies in certain cases, viz:
On page 1, line 7, strike out everything after the words
"Sec, 404", through and including the word ®condition” at the
end of line 12, page 2 and insert in lieu thereof the following;
"Phe Federal Reserve Banks shall have the same powers
(1) to discount notes,drafts, and bills of exchange secured
by obligations issued by the Reconstruction Finance Corpora-
tion, (2) to make advances to member banks on their notes
gecured by such obligations, (3) to use all paper and obli-
gations so acquired, and (4) to purchase and sell such ob-
ligations, as they have with respect to bonds andfor notes
of the United States, "
Add a new section to the bill to read as follows:
“Sec. 2. Subsection (b) of Section 201 of the Emergency
Relief and Construction Act of 1932 is amended to read as
follows:
#(b) The Recomstruction Pinance Corporation shall submit
monthly to the President and %o the Senate and the House
of Representatives,(or the Secretary of the Senate and the
Clerk of the House of Representatives, if those bodies are
not in session) & report of its activities and expenditures
under this section and under the Reconstruction Finance Cor=-

poration Act, *
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It would be advisable to 2dd another sentence at the end of 5. 320
reading as follows:
"During the time that such bank or trust company
is indebted in any way to a Federal reserve bank it shall
be required to comply in all respects with the provisions
of the Federal Reserve Act appliceble to member State banks
and the rezulations of the Federal Reserve Board issued there-
under, Provided, That in lieu of subscridbing to stock
in the Federal Reserve Bank, it shall, in addition
to maintaining the reserve balance required by Section 19
of the Federal Heserve Act, maintain on deposit with the
Federal Heserve Bark an amount equal to that which it
would be required to pay on account of its subscrirtion

t0 such stock if it became a member bank."




Jir. Hamlin,

mn.m

'+ fthe Yederal ieserve Board has boem adviced that the Secretary
of Treasury has directed the respective Jedernl reserve bsnks, acting as his
dosignatod agente, to issus licenses in tho form hevetofore prescribed by
hia for the resumption of banking functions begimning Monday morming, March

13, 1533, to the following bamiess

MM

lerchants National Dank

second Mational Bemk

liational Shassmut Bank

sebgter and Atlas National Pank
The First Eattonal Denk of Soston
National oeidand Tenk

How Ingland Trust Co.
State Street Truat Co.

Iny Trust Co.

0ld Colony Trust Co.
United States Trust Company

New York Oity, New Yosk;

Benkers Trust Company

Sank of Manhattan Oospeny

Bank of Sow York & Tyust Oo.

Pank of Yowiktown

Cemtral ianover Bank & Twust Co.
Chemical Bank & Trust Co.

Clinton Trust Co.
Commereial National Bank & Trust Co.
Continental Dank & Trust Co.

VOLUME 239
PAGE 23
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United States rust Co.

irookiyn Zrust Co.

Port Greene latiomal Jank of Jwooklym
National Zxchange Jank & Prust Oo.
Bayside National Tenk of Tmyside

o

“”‘"“.-”
Toclmway

M‘.*“
Tlushing

1,
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How York City, Now York (Oomt.)s

Comn ‘xehange Zanic Trust Co,
Duabar Natlional Rank
Fifth Aaveme Nank

Firet National Bank
Falton Trust Co.
federation Bank & Trast Co.
Grace ‘lational Jank
Guarsnty Zwast Co.

Irving Trust Oo.

Marine Midland Trust Co,
larehanta Bank
Hational Pank of Yoxkville
National Safety Jank &4 Trust Co.

Yoreet Hills Hational Zank, Yovest
#lls

fpringfleld Oardens Yatlonal Nank,
ipringfield Gendens

ioodside National Tenk, Yoodside

Hariner larbor Hational Nanlc,
Marinor larbor

Tiaten Island National Pank & Trust
Go., Fort Richmond

National Dronx Banlc
welgaated Sk

Chase National Jank
Oolonial Trust Co.
Harber State Dank

lanufacturers Trast Co.
How York Trust Go. mitind oy Sest
rublie Hational Bemic & Drust Co. .
§s By Shavaine sk Go. Tottenville Ratlonal Tenk
Sterling Nationsl Bnk & Trust 0.  penecnimrst Netlomsd Besk
Flatinsh National emi:
Kingsboro National Penk
reoples National Bk
Pilatalphts, Pemayivenios
dentmal remn Hational Tank atiomal B of Gammatown and
31ty National Bank :
Oorn Sechengs Hablonad Bk & Toueh 00 e G
DR T Yorth Troad Nattonal ek

Tortheast Mational S
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Philadelphia, Femnsylvania (M.)l

Fdelity hiladelphis Trust Co. Pemayivnta Compmy for
_ Inmrances on Iives and
Firet camden ¥ational Bank snd Trust Co. o g A
Tiret Mational Runk Philadelphia National Bamic
(LR St & Frovident Trust Co.
B S O Second Mational Bank
RN Gt Rt Tioga National Bank md Trust Co.
Maxkot Street National Benk Sosbbintis Sk S
eveland, Chioy
Cleveland Prust Co, Hatlonal ity Bemk
Centrsl United Natlonal Benk
Mdwond, Virginiay
Banix of Commerce and fyusts First and Merchants National Bank
Gentenl Fatiomal tank tato=rlanters Bamk: and Trust o,
Alanta, Ovongias
Firet National Remic of Atlanta Citizens and Southemn Natiomal
Tenk, Atlanta
Palton National Pk
Trust Gompany of Georgia
Sdoagn, Tllineiss
Gity ¥utional Jomx sad Trust Oo. The ¥minal Natienal Fank
m‘xm.m-nu Hotropolitan State Renk
Genttmental National Bemk and Trush Go, o rer Medlders Bek
Firet Mational Dank of Chcago U0 Nyt S 2
Marris Trust snd Savings Das AR Nl
Beals State Tenk

The Forthemn Trust Oo.

Federal Reserve Bank of St. Louis
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Chiengo, Illinols (Cont.)t
Amorican Mational Senk end Trust Compamy The Terminsl National Nenk of
Chieago

of Cidenge
Prst Hatlonsl Benk of Mglewood Lalmview Trust and savings Damk
Idberty Baxic of Chicage Hialsted Bxchange Wationel Tamk
Meresstilo Trust snd Javings Bemk . Uptown State Dk
Merchandise Mank and Trust Company
St. louis, Missourly
Boatoms National Benk Jofferson (ravols Panik
Firet Sational Zank ownd City Trust Go.
Hereantile Commevce Nemk agd Trust Co.  Iaden Bank
Moroantile Commerce National Nanic Gaso Dank snd Prust Oo.
“esinsiopd Valley Trust Co. Northwostern Trust Co,
nited Zank and Prust Co. “sourity Nationa)
Dremen Jank and Trust o, “M""“
iindell Trust Co. DS St ot hoing
Tovergrove Baml and Trust Co. Telegmphors National Ramk
faston Tuylor Trust Go. Oravois Bemk, Sb. louls Comnty
Moansapolis, Kimesotay
me“ Marquette Notionsl Bwnlc
Ol Natiomal Buk Hidland ¥ational Denk and Trust Go.
FAfth Northwestern Nstionnl Iemk Minnehohe Mationsl Pamk
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COMMENTS ON SENATE BILL 320
A bill to provide for direct loans by Federal re-
gerve banks to State banks and trust companies

in certain casesge.

abigs

Théﬂyenmera of the Federal Reserve Board are unanimously opposed
to the enactment of this bill; because it ig not necessary, it would
confer upon the Federal reserve banks functions which they are not equipped
to perform, and it would make memberghip in the Federal Resgerve System
much less attractives

The Board is sympathetic with the view that, during the present
emergency, sound State banks which are not members of the Federal Heserve
System ghould be afforded such reasonable credit facilities as may be neceg-
sery to enable them to meet unusual demends of their depositors, should any
develop; but, the Federsl Government has already provided an agency for that
purpoge —-— the Reconstruction Finsnce Corporation, which has been function-
ing for more than & year and is far better equipped to handle such advances
than the Federal resgerve bankse. It is believed that the Heconstruction
Finance Corporation can perform this function in a more simple and satis-—
factory menner than could the Federal reserve banks, which are accustomed,
and are equipped, to deal only with their member banks. A duplication of
agencies for this purpose seems very undesirable.

The Federal reserve banks have been invested with many added
responsibilities in dealing with member banks during the existing

emergency; and it seem$ inadvisable to add further to their responsibil-
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ities by conferring upon them the function of providing credit
facilities for nonmember State banks with which they have no rela-
tions and about which they have no information and no machinery for
obtaining information,

The Federal reserve banks do not examine nonmenber State
banks end this bill would not authorize them to do so, They would
have no reliable information regarding the condition of such banks
or the quality of their assets, They could not obtain such informa-
tion nearly as readily nor as quickly as the Recomstruction Finance
Corporation, which was created for the purpose of making advences to
nonmember banks and other financial institutions,

While the bill requires that all applications by nonmember
State banks for such advances must be approved by the State banking
authorities and that such authorities must certify to the Federal re-
serve bank that the applicant bank is in a sound condition, past ex~-
perience has demonstrated that in many instances such approval and
certification would not afford the Federal reserve bank any reliable
assurance as to the condition of nonmember State banks,

It should be borne in mind that all of the capital stock of
Federal reserve banks is provided by the subscriptions of thelr mem-

ber banks and a large portion of their other funds comsists of the

reserve balances &eposited with them by their member banks, From

these sources, plus their surplus funds which are derived from the

eernings on their capital stock, the Federal reserve banks have de-~
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rived gpproximately 80 per centes of their total resources. It does

not seem proper for the Federal reserve banks to use these resources

in making loans to nonmember State banks, inasmuch as such banks

have contributed nothing to the resources of the Federal Reserve System
and the extension of credit by Federal reserve banks to nonmember

banks in large amounts might render it impossible for the Federal re-
serve banks to extend adequate credit accommodations to their own member
barks. In this connection, attention is invited to the fact that sec-
tion 4 of the Federal Reserve Act provides that the board of directors
of each Federal reserve bank shall "extend to each member bank such dis-

counts, advencements and accommodations ag may be safely and reasonably

made with due regard for the claims and demands of other member banks."

This bill would edd tremendously to the demands made upon the
Federal reserve banks for credit accommodations and would not add one
cent to their resources or their power to issue currency. The paper
acquired under this bill would not be eligible as security either for
Tederal reserve notes or for Federal reserve bank notes issued under
the provisions of section 18 of the Federal Reserve Act, as amended

by section 401 of the emergency banking act of March 9, 1933.




oo

The Federel Reserve Board has already authorized Federal
reserve banks, until further notice, to rediscount for member banks
eligible paper acquired from nonmember banks and, under the Act of
March 9, 1933, to make advances to member banks, which are without
adequate amounts of assets eligible and acceptable for rediscount,
on the security of paper acquired from nonmember banks, regardless
of whether or not such paper is eligible for rediscount, when such
action is advisable in the judgment of the Federal reserve bank and
not in conflict with the President's proclamations or executive or-
ders and the regulations issued thereunder.

Furthermore, under the provisions of Section 13 of the
Federal Reserve Act as amended by Section 403 of the Act of March 9,
1933, any Federal reserve bank may make advances to nonmember banks
on their promissory notes secured by direct obligations of the United
States for periods not exceeding 90 days.

Methods have thus been provided during the emergency period
by which nonmember banks may obtain credit accommodations from member
banks upon the basis of security satisfactory to the member banks and
by which the latter may obtain advances from the Federal reserve banks
on the basis of the security provided by the nonmember banks, whether
or not such security coneists of paper eligible for rediscount; and in
addition nonmember banks may, upon the security of Government obliga~

tions, obtain credit directly from the Federal reserve banks,




Many State banks are now applying for membership in the Fed-
eral Reserve System and the Federal Reserve Board is acting promptly
upon such applications. It has been the policy of the Federal Govern=
ment to encourage sound State banks to become members of the Federal Re-
gerve System and this is believed to be a sound policy, since it is not
only in the public interest but also in the interest of the State banks.
This bill, however, would remove all incentive for State banks to be =
come members of the Federal Reserve System, since they would be able
to obtain all of the advantages of membership without assuming any of
the burdens or obligations. This would be unfair to the member banks,
and especially to national banks, whose membership in the Federal Rew-
gserve System is compulsory. It might result in many Stete banks withdraw-
ing from membership in the Federal Reserve System, thus weakening the
System at & time when the demands made upon it are the greatest in its

history.
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Intended to be proposed by Mr. Glass of Virginia to the bill (s.320)
to provide for direct loans by Federsl ressrve bamnks te State
banks and trust companies in certain cases, vig?
On page 1, line 7, strike out everything after the words
"8ec. 4-04", through and ineluding the word “eondition® at the
end of line 12, on paze 2 and insert in lieuw thereof the .
following?
“Any State bank or trust ecoWipany which is not a member bamk of
the Federal Reserve System but desirss to obtein hnl from a
Federal rescrve bsuk, shall epply for -tcﬂhtp h the Pederal
Reserve System in the mrprnwwws-c !ot ml'cdu'al
_ Raserve Act and, immedistely upon filing such spplication shall
| be entitled to &1l of the privileges of member banks and shell be
| subject to all the prwlnui of the Federsl Reserve Act applicmble
to member bauks: Provided, however, That, if such bask is not
-mtmummu t-h- Feiersl Hegerve System wiihin six
 months from ‘the dste of the ﬂll.:c of such qpltutiu. 1t shell
ulmhutuldw eny et the pruilqu of --wborm
and Ml no lomger be subject to the prmnm of theFsderal
lgserye Al rwﬂnmhﬂnm fm..!hﬂ
Mmmwwnmmmmtw
L # mmamxumxundmpumm

e
event luwthmmw trnt‘h dste this section
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AMENDMENT

Intended to be proposed by Mr., Glass of Virginia to the b»ill (S.320)
to provide for direct loans by Federal reserve banks to State
banks and trust compenies in certain cases, viz:

On page 2, line 3 strike out the words "obtain from",

On page 2, line 4, after the word "bank", strike out the
words "direct loans" and insert a comma and the words "in its
discretion and after inspection and approval of the collzateral
and & thorough examination of the applying bank or trust company,
may make direct loans to such State bank or trust company".

On page 2, line 6, change the colon to a period, strike

out the words ¥Provided, That 211" and substitute the word "AllM,

On pege 2, line 12, after the period and before the quotation

marks, insert the following new sentence! "The notes representing such
loans shall be eligible as security for circulating notes issued

under the provisions of the sixth pasragraph of Section 18 of the

Federel Reserve Act, as amended by Section 401 of this Act, to the

same extent as notes, drafts, bills of exchange, or bankers'! acceptances

acquired under the provisions of the Federal Reserve Act,"

VOLUME 239
PAGE 3,

Fed for FRASER




VOLUME 239

PAGE 33

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

March 14, 1933,

Homorable Carter Glass,

United States Sempate.
Dear Senator Glass:

Following the discussion this afternoon, the Bill S, 320
introduced by Senator Hobinson of Arkansas, o.nti.tlod "A Bill to
provide for direet loans by Federal reserve banks to State banks
and trust companies in certain cases", was considered by the
appointive members of the Federal Heserve Board, and we are
unanimously of the opinion that such a law, oven with the
changes suggested during the discussion, would be highly ine
advisable ard prejudicial to the best interests of the Fedoral
Regerve System and to the financial structure of the mation, 'ie
feel strongly that the System and the country should not be sube
jected to the hazards imvolved in the passage of the proposed
legislation,

Sincerely yours,

o O butodls Stad Cndh Lodie



\ © Py

Received Washington, D. €.
Richmond 9330 A Mar 15

Board - lashington

It would of course be deplorable to pase Senate
Bill 320 permitting direet loans to non-members even for one
year as %o which banks we have and can obtain very little
information in this distriet, sinoce we do not believe state
banking departments are equal to standsrd requirements,
That would be the onme pieee of legislation to mar an otherwise
reasonable progrem up to the preseamt, although, as Semator
Glass says, there are many things being dome which could not
be thought of except for a grave emergemcy. We could mot do
much for these state banks even if the law wers passed,

Seay
9:51 P
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TELEGRAM
TFEDERAL RESERVE BOARD
WASHIMGTON
March 8, 1933.

Young Fancher McDougal Hamilton
Boston Cleveland Chicago Kansas City

Harrison Seay Martin McKinney
Wew York Richmond St. Louis Dallas

Norris Black Geery Callins
Philadelphia Atlanta Minneapolis San Francisco

TRANS. WO. 1580
Effective March 1, 1933, the Federal Reserve Board has amended
Paragraph numbered Ten of its Regulation 0, Series of 1915, establishing
a graduated tax on deficiencies in the gold reserves required to be held
against Federal reserve notes in actual circulation, to read as follows:
QUOTE (10) If at any time the gold reserves required by law to
be held by a Federal Reserve Bank against Federal reserve notes issued
to it fall below forty per cent (including therein the gold redemption
fund required to be maintained on deposit in the Treasury of the United
States) the Federal Reserve Agent shall at once notify the Federal Re-
serve Board, and thereupon until otherwise directed by the Federal Re-
serve Board, a graduated tax upon such deficiency as required by subsec-
tion (¢) of section eleven of the Federal Reserve Act shall be established
and shall be computed as follows:

When such reserves fall below forty per cent but are not less

than thirty-two and one-half per cent, the tax upon the deficiency shall

be at the rate of one tenth of one per cent per annum;
When such reserves fall below thirty-two and one-half
per cent but are not less than thirty per cent, the tax
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upon the entire deficiency below forty per cent shall be at the rate of
one and six-tenths per cent per annum:

When such reserves fall below thirty per cent but are not less
than twenty-seven and one-half per cent, the tax upon the entire defi-
ciency below forty per cent shall be at the rate of three and one-tenth
per cent per annum; and so on, increasing the tax at the rate of one and
one-half per cent per annum with each further deficiency in such reserves
amounting to two and one-half per cent or any fraction thereof. UNQUOTE.,

In connection with the Board's letter of April 3, 1920,
(X~1880), you are advised that, in lieu of the tax prescribed therein
on deficiencies in reserves against deposits received by a Federal reserve
bank, the Board has prescribed, effective March 1, 1933, a tax of one-tenth
of one per cent per anmum upon the amount of such deficiencies, provided,
however, that whenever reserves against deposits fall below thirty per
cent, the tax upon the amount by vhich they have fallen below thet limit
shall be increased by one-tenth of one per cent per annum upon each five
per cent or fraction thereof that such reserves fall below thirty per cent.

In this connection, attention is called to the opinion of Counsel
transmitted with Board's letter of April 10, 1920 (X-1894) that under pro-
visions of Section 11(c) of Federal Reserve Act, an amount equal to the
tax paid by the Federal reserve bank on deficiencies in reserves against

Federal reserve notes shall be added to rates of interest and discount

fixed by Federal Reserve Board, but that an smount equal to the tax paid




w X-7367

B

by the Federal reserve bank on deficiencies in reserves against deposits

is not to be added to rates of interest and discount fixed by tre

ederal Reserve Board.

MORRILL




TELEGRAM
FIDE: 2ISERVE BOARD

WASZINGTOW
March 10, 1932,

Joung - Boston Seay - Richmond Geery - Minneapolis
Harrison ~ New York Black - Atlanta Hamilton -~ Kansas City
Norrig —~ Philadelphia cDougal ~ Chicago McKinney - Dallas
Fancher - Cleveland Martin - St. Louis Calkins ~ San Francisco
TRANS NO., 1613 Section 403 of the Act of March 9, 1933, amends sec—
tion 13 of the Federal Reserve Act as amended by adding at the end there-
of the following new naragraph:. QUOTE Subject to such limitations,
restrictions, and regulations as the Federal Reserve Board may nrescribe,
any Federal reserve bank may make advances to any individual, nart-
nershin, or corporation on the promissory notes of such individual, »art-
nership, or corporation secured by direct obligations of the United
States., Such advances shall be made for periods not exceeding ©0 days
and shall bear interest at rates fixed from time to time by the Federal
reserve dank, subject to the review and determination of the Federal Re~-
serve Boa UNQUOTE Pursvant to a regulation issued by the Secretary
of the freasury under the President's onroclamations of liarch 6 and

March 9, 1933, any Federal reserve banle may malke advances complying with
the foregoing amendment in order io enable individuals, wmartnerships

and corporations to meet their imuedinte payroll requirements. It will
be observed that all such andvances must be sccurcd by direct obligations
of the United States; that they may not be mnde for periods longer than

ninety doys and that the intercst rate thorcon is suojoct to review and

determination of the Federal Roserve Board. Pending further action?iﬁo
v

.

Board aviroves a discount ratc of 5% por annum upon advances madce und®r thig

section to individuals, Parinerships or cornorations.
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X-7361
TELEGRAM
FEDERAL RESERVE BOARD
WASHINGTON
March 10, 1933.

Young - Boston Seay - Richmond Geery - HMinmeadsolis

Harrison - Iew York Black -~ Atlanta Hamilton - Kansas City

Norris - Philadelphia McDougel - Chicago McKinney < Dallas

Fancher - Cleveland Martin - St. Touis Calkinse - San Francisco

TRANS. 1611 Section 10(b) of the Federal Reserve Act was amended by the

Act of larea 9, 1933, to read as follows: QUOTE: In exceptional and exigent
circumstances, and when any member bank has no further eligible and acceptable
assets available to enable it to obtaia adequate credit accommodations through
rediscounting at the Federal reserve bank or any other method provided by

this Act other than that provided by section 10(a), any Federal reserve baniz,

under rules and regulations preseribed by the Federal Reserve Roard, may malce

advances to such member banl on its time or demand notes secured to the satis-
faction oi such Federal rescrve ban ch such ﬁote shall bear intorest at

& rate not less than 1 per centun per annum higher than the highest discount
rate in effect at such Federal reserv on the date of such note. o ad-
vance shall be made under this section after March 3, 1934, or after the expira-
tion of such,additional veriod not exceeding one year as the President may
prescribe. UNQUOTE. You will note from the foregoing quotation that the
authority to make an advance to a member banl: vander section 10(b) is no longer
subject to the condition that such bank have a capital not exceeding $5,000,000
nor to the requirement of cousent to such advance by affirmative action by not
less than five members of the Federal Reserve Board but that no change has been

made in the provision that such advance may ve made only in exceptional and

exigent circumstances and only when the menber banlz has no further elisible or
el t
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acceptable assets available to enable it %o obtain adequate credit accommoda-
tions from the Federal reserve bank through rediscounts or any other method
provided by the Federal Reserve Act other than that provided by section 10(a).
Likewise there is no change in the requirement that all such advances be secured
to the satisfaction of the Federal reserve bank. Your attention is also directed
to the fact that obligations of member banls acquired by Federal reserve banks
under section 10(b) are not eligible for use as collateral for Federal reserve
notes but that under section 401 of the Act of March 9, 1933, they =mey be used

as security for the new issues of Federal reserve banl- notes to an exteat not
more than 90% of the estimated value of such obligations deposited as security.
Pending further action the Federal Reserve Board approves a discount rate of 5%
ber annum vpon advances made under this section except where such rate would be
less than 1 per centum per annum higher than the highest discount rate in effect
at the Federal reserve bank, in which case the Federal Reserve Board anproves

a discount rate 1 per centum in excess of such highest rate. Until further
action by the Board Federal reserve banlis may make advances in accordance with
section 10(b) under the conditions hereinbefore set out for such purposes as have
been or hereafter may be authorized by regulations of the Secretary of the
Treasury pursuant to the President's Proclanations of March 6 and March 9, 1933,
and the Board!s circular letter of Harch 10, 1932, (X-7115), as far as it relates
to section 10(b) is hereby canceled. Reports on Schedule B D four of loang under

section 10(b) of the Federal Reserve Act, as amended, should be cotirued in

accordance with the Board's telegram of June 23, 1932 (Trans. io. 1478),&
T

» Y\ .
telegraphic advice of such advamces should be made in accordance with the H:’r)‘

5

sorrill.
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Treasury Department

Office of the Secrctary
NOT FOR PUBLICATION Washington, March 11, 1933,

Confidential

TO THE TREASURER OF THE UNITED STATES:

THE COMPTROLLER OF THE CURRENCY:

THE FEDERAL RESERVE AGENTS:

THE FEDERAL RESERVE BANKS, and others concerned.

Pursuant to the authority vested in the Secretary

of the Treasury by the sixth paragraph of Section 18 of the
Federal Resorve Act, as amended by Scction 401 of the Act of
March 9, 1933, to prescribe regulations which shall govern
the issuance, redemption, replacoment, retirement and de=
struction of circulating notes, which notes are hereinafter
referred to as Federal reserve bank notes, authorized to be
issued to Federal rescrve benks wnder the provisions of such
sixth paragraph of Section lé, as amended, and the release
and substitution of security therefor, the following regulas-
tions are hereby prescribed:

1. The Federal Reserve Agent accredited to each Federal
reserve bank is hereby authorized and required to act as the
agent of the Treasurer of the United States or of the Comp~
troller of the Currency, or both, for the performance of any
of the functions which the Treasurer or the Comptroller may
be called upon to perform in carrying out the provisions of
such sixth paragraph of Section 18, as amended. The term

"Federal Reserve Agent" as used in this regulation shall be

construed to mean the Federal Reserve Agent as Agent of the
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Treasurer of the United States or of the Corptroller of the
Currency, or both, as the case mar be.

2. In order to furnish suitable notes for cirsulation
as provided in such sixth paragraph of Section 18, as amended,
the Comptroller of the Currency is hereby authorized and
dirccted to cause plates and dies to be engraved in the best
manner to guard against counterfoits and fraudulent altcra=—
tions and to have printed therefrom and numbered such quantities
of Federal reserve bank notes in the denominations of $5, $10,
$20, $50, and $100 as may D€ necessary.

3. "aen such Federsl reserve bank notes have been pre~
pared they shall be deposited in the Treasury and held for
the use of the Federal reserve banks subject to the order of
the Comptroller of the Currency for their delivery, with the
approval of the Federal Reserve Board, to the respective
Pederal leserve Agents. The procedure shall be similar to
that in effect with respect to Federal reserve notes.

4. Upon deposit with the Federal Reserve Agent of the
security required by such sixth paragranh of Section 18, as
amended, the Federal Reserve Azent may deliver Federal reserve
bank notes to the Federal reserve bank to which he is accredited,

5. The Federal Reserve Azent shall require the Federal
reserve bank at all times to maintain the full amount of

collateral, as required by such sixth paragraph of Scction 18,
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as amended, as security for Fcderal rescrve bank notes igsued
to such Federzl rescrve bank.

6. Each Foderal dcscrve Agent shall hold in Jjoint
custody with the Fedoral rescrve bank to which ho ig ac—
credited all Fedoral roserve bank noteos roceived by him
and all collateral deposited by the Federal reserve bank
to sccure the Federal resorve bank notes issucd under the
provisions of such sixth naragraph of Scction 18, as smeonded,

7+ Xach Federal Reserve Agent shall daily make a re~
port to the Treasurer of the United States, the Comptroller
of the Currency and the Federal Reserve Doard, of the
amount of Federal reserve bank notes issued to the Federal
reserve bank and the collateral dejosited as sccurity
therefor, classifying such collateral so as to show the
amounts included therein of (1) direct obligations of
the United States, and (2) notes, drafts, bills of ex~
change and bankers! acceptances, or in such other manner
as may be required (a) by the Treasurer of the United
States with the anproval of the Secretary of the Treasury,
or (b) by the Federal Roscrve Board.,

8. Any Federal reserve bank may at its discrction
withdraw collateral deposited with the Foderal Reserve Agent
under the provisions of this rogulation for tho socurity of

Federal reserve bank notes issued to it and substitute
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therefor other collateral of the kinds described in such
sixth paragraph of Section 18, as amended; Provided, how-
ever, that the aggregate acceptable value of the collateral
held by the Federal Reserve Agent shall not at any time be
less than the amount required by such sixth paragraph of
Section 18, as amended.

9. Each Federal Reserve Agent may at any time require
the Federal reserve bank to which he is accredited to deposit
additional security to the extent required to comply with
the provisions of such gixth varagraph of Section 18, as
amended; and if any Federal reserve bank shall fail to make
such deposit of additional security, or if any such bank
shall fail to redeem its Federsl rcsorve bank notes on demand,
the Federal Reserve Agent, when required by the Secretary of
the Treasury, shall liguidato, in such manner as the Secretary
of the Treasury may prescribe, the security, or any part
thercof, which he holds under the provisions of such sixth
paragreph of Section 18, as amended, and deposit the proceeds
with the Treasurer of the United States for the redemption
of Federal rcserve bank notes issued to such bank,

10. Ecch Federal reserve brnk shall at all times
maintain on deposit in the Treasury of the United States,
in lawful money of the United States, o sum equal to five

per cent of its liability on Federal reserve bank notes
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in actual circulation or such other amount as may from time
to time be required by the Treasurer of the United Stotes,
with the approval of the Secrotary of the Trensury, to be
held and used for the redemption of such notes,

These regulations shall become effective
irmediately and shall be subject to such changes or amendments
as may from time to time be deemed advisable by the Secretary
of the Treasury, and will be supplemented by other regulations
specifically governing redemption, revlacement, retirement

and destruction of Federsl reserve bank not es.

(Signed) W. H. WOODIN

Secretary of the Treasury.




X=7369
TELEGRAM
FEDERAL RESERVE BOARD

WASHITGTOW
March 13, 1933.

Young ~ Boston Seay - Richmond Geery - Minneapolis
Harrison - New York Black - Atlanta Hamilton -~ Kansas City
Worris - Phniladelphia McDougal - Chicago licKinney - Dallas
Fancher - Cleveland Martin - St. Louis Calldins -~ San Francisco
TRAHUS 1650. Refer to trans. 1580, relating to penalties for deficiencies

in reserves of Federal reserve banks. In the first sentence of the amended
paragraph 10 of Regulation "O", Series of 1915, quoted therein, change thé
words "Federal reserve notes issued to it" to read "Federal reserve notes in
actual circulation." In the sentence which refers to the penalties on de-
ficiencies in deposit reserves strilke out all after the words 'provided, how-
ever," down to the end of that sentence and substitute therefor the following:
"That, whenever such reserves fall below 30 per cent but are not less than 25
per cecat, the tax upon the deficiency below 30 per cent shall be at the rate
of 2/10 of 1 per cent per anium, aand whea such reserves fall below 25 per cent
but are not less than 20 per cent the tax upon the deficiency below 25 per ceat
shall be at the rate of 3[10 of 1 per cent per ammum; and so on, increasing

the tax at the rate of 1/10 of 1 per cent per annum with each further deficiency
I ; 3

in such reserves amounting to 5 per cent of deposits or any fraction thereof.

Morrill.
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Richmodd 5:30 ™
March 15
Morrill - Washington
Twill 1872 I am heartily in accord with terms of Govermor
Meyer's letter to Semator Glass dated March fourteenth regarde
ing bill 5 920, I hope bill will be killed

: Hoxton
S:41

- - - -

Richmond 5:45 MM
March 15

Board - Washington

Trans 1672, I believe that there has been indiseriminate open~

ing of etdve banks, at least in some states in this distriet,

which met strongly fortifies the board's letter to Semator :
mmtmh@w_u, The hagard is indeed great
mmmtmmw;‘wmmmum

m:.mmml.d Mhhmittn, The danger samnot

- be exaggerated,
Seay
5147
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Washington, D, C.,
los Angeles Calif 4:49 P Mareh 15 1955
Toderal bn:rn.ﬂuﬂ. hn‘ Bldg.
sury ;
washington, De Ce " }

I have wired Semators Fletcher, Norbeek, Townsend,
Waleott, Glass, Wagner, Bulkley, Johnson end Kean following:
"Referring to Bill 5. 520 passed Senate fourteenth my opinion is
that this country bedly meeds an adeguate danking structure
built around the Federal reserve system through membership in
that system of all sound banks both national and State, At
this time g forward step could Be taken if danks not members
of Federsl resorve desiring to use fasilities of system under
mumw(blumwmmmmm;
be sble %o evail themeelves of sueh privilege by becoming
moubers of system, This would be of bemefit to banking
Mﬂhaﬁmm'uhhi There appears to
be no good reason why & bank which claims to be sound should
avold the responsibility of = commection with the system which
provides such bank with its needs. Oineerely hope your view
will be in zecordsnce with mine,”

HENRY M, ROBD®ON
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Krea 1£,22
ALTNDMENT
Intended to be proposed by Mr. Gless of Virginia to the bill
(8.320) to nrovide for direct losns by Federzl reserve

banks to State banks and trust companies in certain

cases, viz!

On pege 1, line 6, strike out the word "section"
end insert in lieu thereof the word "sections",

On cege 1, line 7, stirike out everything commencing
with the words "sec. 404", through &nd including the word
"condition" at the end of line 12, on psge 2 and insert in
lieu vhereof the following:

"Sec. 404. During the existing emergency in banking,
or until this section shell be decl:red no longer operative by
proclzmation of the President, but in no event beyona the period
of one year from ithe date this section tekes effect, any Stzte
benk or trust compeny which desires to discount with or obtain
advances from a Federsl reserve beanv but which is not a member
of the Feceral Heserve System, shall apply for membership in
the Federal Reserve System in tre manner prescribed by Section
9 of the Federzl Reserve Act, as amended, &nd, pending final
action upon such zpplicstion, the Federsl reserve bznk, subject
to regulations prescribed by the Federzl Reserve Board, may
discount paper for and mske advances to such bank or trust

company on the s:me terms znd concitions as it is suthorizeod
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to discount peper for and meske advances to member banks. DBe-
fore any such discount or advance is made, the avplying bank

or trust compsny shasll neposit vith the Feierzl reserve bank

in a special account the amount which it would be recuired to
pay on account of its subscription to the cepitel stock

thereof upon admission to membershiv in the Federzl Reserve
System; and, during the time that such bank is indebted in any
way to the Federsl reserve benk, it shell be subject to the
provisions of the Federasl leserve Act and the rezulations
thereunder arrliczble to member banks. If the application of
such Stste benk or trust compsny for membershio be spproved and
it shsll fwil to complete its memoership within the time pre-
scribea therefor by the Federel Reserve Board, or if such zcpli-
cetion be disapprovec, such benk or trust company shall not
thereafter be entitled to any further privileges under this
section; but, in eiiher event, when 211 its indebtedness to the
Fecerel reserve benk shall have been paid or provided for, such
benk or trust comveny shuall be entitled to the return of the
amount deposited on account of its subscription to czpitel stock

anu¢ to the return of 211 other moneys, securities end other

property due to it or hela for it by the Federsl reserve beunk.

Under such regulsiions as the Federal Reserve Bosrd mey pre-

scribe, the privileges afforded under this section to State




bznks end trust compznies avplying for membership in the
Feceral Reserve System mcy be made sveileble to State banks
and trust comoznies avplying for conversion into nstional
banking associations. Notes, drafts., bills of exchange

end benkers' accestinces acquirea by 2 Federsl reserve bank
under the provisions of this section shzll be eligible as
Ssecurity for circulsting notes issued uncer the provisions
of the sixth oersgrizph of Section 18 of the Federsl Reserve
Act, as =zmended by Section 401 of this Act, to the scme
extent as notes, drafts, bills or exchznge or bznkers!'
acceotences acquired under the provisions of the Federal Re-
serve Actl.

"Sec. 408. With the view of feciliteting the overa-
tions of the Reconstruction Finsnce Corporation, including the
maxing of lozns to Stete banks #nd trust compenies which are
not members of the Fever:l Heserve System, by increesing the
marketability of the notes, debentures, bonas, and other such
obligations of that corporation, which sre unconaoitionzslly
guerenteed by the Unitea States, the Federal reserve banks

shell have the seme powers (1) to discount notes, drafts,

and bills ot exchenge secured by such obligetions, (2)

to meke eadvences to member banks on their notes secured by

such obligetions, (Z) to purchase snd sell such obligstions,
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end (4) to use all paper and obligations so acquired, as they
have with respect to bonds and notes of the United Stetes.

“Sec. 406. Subsection (b) of Section 201 of the
Emergency Relief and Construction Act of 1942 is amended by add-
ing at the end thereof 2 new sentence rezding as follows!

"IThe statement showing the names of borrowers shall
be made avsilable to the Committees on Bsnking and Currency of the
Senate aud House of Representatives, respectively, for their

confidentizl information, and shall not be made public.'"




Mr, Hamlin .~

COPY

THE
FIRST NATIONAL BANK
CHICAGO

March fifteenth, 1933

Dear Mr. Morrill:

Thank you very much for your night letter with
reference to Senate Bill 320, which passed that body

yesterday.

If you would care to express my feeling in con=-
fidence to the members of the Board, it would seem to
me that while in many respects the passage of such a
provision would bring relief to State banks not members
of the System, it does tend to weaken the policy which
I hope will be that of the Administration - that is, to
force all banks into the System while we are at it, and
build a strong nationally controlled banking structure,
where the banks remain under State or ?odernl charter,

This is just my personal reaction and. represents
something of a revision of previous opinion. The new
eircumstances, however, I believe justify moving for a
strongly centralized, Federally controlled banking system.

Sincerely,
(Signed) M. A. Traylor

Mr. Chester Morrill, Sec'y.,
Federal Heserve Board,

'mn ’ D‘ 0.
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CONFIDEFTIAL
Yot for publication

RESZRYE PERCEUTAGES OF MARCH 15, AND MARCH &, 1933

Ratio of total reserves |Ratio of reserves in vault |Ratio of gold with ?.R.Azent and|Ratio of gold reserves to F. R. notes
Federal to demosit and F.R.,note |and in Gold Settlement Fund| in gold redemption fund to F.R.|in actual circulation affer setiing
Reserve liabilities combined to deposits notes in actual circulation aside a 35% reserve against deposits
Bank Mar, 15 - - liar, 8 Mar. 15 - - ljar, 8 Mar, 15 - = - Mar. & Mar, 15 - - - Mar, 8

l’)ston ‘ 47.0 35,4 364 o1, 52.6 61.3 53.3

Tew York | 41,4 35.1 356 5 46.3 5 6.7

Philadelphia 41.0 39.3 43,2 40,2 43,2
Cleveland ‘ L0.9 42,7 36.2 42,5 42,9
Richmond 54.2 39.6 47.2 56.0 59.2
Atlanta 45.9 44,0 52.8 38,7 46,2 ' 7.7
Chicago 50.6 45.7 35.2 38.3 47.3 48,0
St. Louis 64,7 54.9 49,8 Lk .5 59.2 63.3
‘inneapolis Lg.9 45,8 . 40,3 bi.3 47.3 49,6
Kansas City 59.6 40.0 40.1 67.5 70.0
Dallas 50.3 3 41.9 107.5
552
313 ' - 50.4

9
San Francisco 1.8 .0 37.8
6

SYSTEM 4g.1 é
FEDERATL RESERVE BOARD
DIVISION OF BAWK OPTRATIONS
MARCH 17, 1933.
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W. De Co

Richmond Va 4:25 PM Jar 17

Horrill - Washington

!Illllliﬂ. Revised Senmate bdill 520 appears to eliminate
the comspiouous dangers in the original bill and can herdly be
objected to, under the circumstances,

Seay

4:51 m
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Maveh 20, 1953,

N
Thore are now two vacancies on the Federal Reserve Doands

1. Tems of Governor Young who resigned August 31, 1980.
His ten year tem would have expired on
mmxﬁ'mmwmm
August 10, This vacancy has existed
in fact since August 3}, 1930, when

- Governor Young resisned.

2, Tem of ¥, Ve Magee, Dirt famer.
Appointed lMay 18, 1931.
Term expired Jamuvary 24, 1933.
Renominated by lpover but not confimed.

-1I-

Since the begianing of the Fedemul Reserve Sys the following
xm (including sppointments to £il1 v::m:) have been
ie W the respective Presidentss

Preddont Wilson:

§ Democrats. 4 Republicans,
President Harding: _

1 Democrat. 4 Republicense
President Coolidge:

2 Demoorats. 2 Republicanss
President Hoover:

1 Demoarat. ; Mﬁﬂlm-

1 Republicsn not confirmed,

-I11-

@mmnmmmuumn:%m-ummm
James « one was resppointed by & Republican Presiien
and confimed by a can Sennte. »

~IV=-

vayland ¥, lageo:
Appointed by Fedoral Resorve Board:
Direcctor of Quahs Branch. Septe 17, 1927,

Class C Director of Federz)l Reserve Bank
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Vayland ¥, Ungee (Cont'd.)

Aypointed by Prosident Hoover:
Meuber of Foderal Reserve Board, May 18, 1931.

Resppointed by President Hoover.
Hot confirmed.
Tom expired January 24, 1933,

-l

The Fedcral Reserw Board temms were originally staggered into
temms of 2, 4, 6, B und 10 yeare. _

The recason was that Congress intended that no President should
appoiat more than two members of the Board during his tem of office.

Resimnations, deaths, and the crestion of analditional member -
the dirt famer - have interfered with this plan, but during the
tem of Freeident Hoover, he had two sppointments to make (the dirt
mmz.)

FPresident Roosovelt has now two vacancies to fill, and dwring
his term two moye will fall in, meking four in all.

Adding the exwofficlo membows, he will have during his present
tom six appointments to malke.
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COPY.

Pittaburgh Penn 113854 18

Hon Bugene “eyer

Washn DC
I desire to eall your attention % o serious situstion that Ims
arisen in the Cleveland Heserve District Seriously effecting
meny rotionel Senks in Vestern fennsylvemnia ST0P Undoubtedly
partiality is Leing shown to the Mell Bank Group of banks ae
they bave 21l been pexmitted to open on the verbal assurance
that their capitsl structure would be reverse before the end of
ninetéen thirty three while the cther naticnel bepks who are in
oppoaition to the Mell bank are remired to Mhh adjust
their eapital structure BHIOP mu respectively urge that an
iosmediate investigation be mmde of these conditions as drastic
action is threstened by “hief Fxeminer Taylor sgeinst all these
m-nunmnm.m-mnwnmm-m'
of the first megnitude in this distriet SIOP Proéf of these
charges is casily obtaineble

Joseph ¥, Guffey

RECIIPT AGENOWEDGED AND ORIGINAL FOSWAKDED TO

SNC/ETANY WOODIN « March 18, 1933,
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FEDERAL HESERVE BANK OF RICHMOND
March 11, 1933

Dear Walter:

I have of course read with some care the new banking law; and, of
course, it is obvious that title 2 et seq. were not drawn on the spur of
the moment. The policy expressed in the act is I believe the best which
could be deviged; but I refer chiefly to the technical work of the drafts-
man which is as good as anything I have ever seen. The opening of Title 2,
of course, disclogsed that this was the first section of the original bill.
Remembering your allusions to legislation to establish a unified banking
system, I have jumped to the conclusion that you or at least your assistants
drew the bill after long and careful study, and if I am right I wish to
congratulate you on a fine piece of work which is likely to be one of the
mile stones in our banking history.

Many of the best non-member banks appear to accept the thesis that

no commercial bank can hereafter exist out of the Federal Reserve System

and to welcome the condition. I believe that a national banking system

under one controll is now assured, and I feel much more hopeful about the
general situation that I have felt for two years. I called at your office
last week to leave a copy of the Maryland bill, and to tell you that from

what I had seen in Baltimore I was convinced that the banking system of the
comntry could not stand a week unless autocratic methods were used to controll
the situation. After talking to Vest I saw that you and he evidently kmew

better than I how close we were to collapse.
VOLUME 239
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Tonight at supper one of our bank relations men was joking me about
my long face on the train, when I was coming back from Washington. I had
made up my mind that the gold reserve would be gone in a week or less, and
the government forced to attempt to feed the many thousands of the cities
dependent on relief funds would be obliged to siesze all means of production
and distribution, or else go into completely uncontrolled inflation with
revolution at its end. Tonight I feel more cheerful than I have felt in some
time. The response of the people in Richmond has been wonderful. ZEveryone
ingide and outside of the bank has taken a new lease on life. I am not so
foolish of course as to believe that we will win without & long hard fightj
but I do believe that we are on the way to recovery and will recover at last.

Incidentally I am of course waiting for a wire of the Secretary of
the Treasury telling me when I can go home, a novelty for a Jeffersonian
Democrat: but still when I do get to bed it will be with some assurance that
I and my posterity will enjoy the blessing of Liberty which was more than
I had last week.

Cordially yours,

M. G. Wallace
I have just been shown a frantic telegram for application blanks for

membership by a state bank.




Morgll, 1933.

(Suggested for consideration by
mn
w

Ce Se Ha.mlln.)

l. Issue the order at oncee.
2. Provide in the new order:

(2) That 201d will be licensed for legitimate export
transactions not involving hoarding or speculatione

(b) Licenses will be issued to obtain gold from Federal
reserve banks for meeting any gold obligation
maturing within three months, when zold is
demanded, whether the obkigee is at home or abroade

(c) Point out that any citizen or foreigner residing in
the United States demanding and yeceiving gold,
is subject to the proclamation requiring its
immediate return.

(d) Announce that this order is temporary only, and that
the Treasury hopes shortly to remove all
restrictions on golde

VOLUME 239
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St fu
A. C. M.

March 22, 1933

bl lo. duofd
Ve aetfed

The Federsl Reserve Board stated that there has been
a gratifying return of gold to the Federal reserve banks follow-
ing the announced request of the Federal Reserve Board on
March Bth to Federal reserve and other benks to supply a list
of names of persons who have withdram gold beginning Pebruary
first of thie year and who have not returned it by Merch 27th.
To date sbout $500,000,000 of gold and gold certificates have
been turned in to the Federal reserve banks. After reports
have been received from Federal reserye banks on ¥arch 27th,
the Board will decide whethar to ask the President or the Sec-
retary of the Tremsury %o invoke the emergency powers possessed
by them in order to bring back any gold withdrawn for hoarding
which has not been returned.

2
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March 14, 1933,

Honorable Carter (lass,
United States Senate.
Dear Senator Glass:

Following the discussion this afternoon, the Bill S. 320
introduced by Senator Robinson of Arkansas, entitled "A bill to provide
for direct loans by Federal reserve banks to state banks and trust
companies in certain cases", was considered by the appointive members of

-

the Federal Reserve Board, and we are unanimously of the opinion that such

a law, even with the changes suggested during the discussion, would be

highly inadvisable and prejudicial to the best interests of the Federal
Reserve System and to the financial structure of the nation. We feel
strongly that the System and the country should not be subjected to the
hazards involved in the passage of the proojosed legislatione

Sincerely yours

o oly

Governore

VOLUME 239




AFNDVENT
Intended to be proposed by Mr. Glass of Virginia to the bill
(S.320) to nrovide for direct lozns by Federszl reserve
benks to State banks and trust compenies in certain

cases, viz:

On psge 1, line 6, strike out the word "section"
end insert in lieu thereof the word "sections".

On vage 1, line 7, strike out everything commencing
with the words "sec. 404", through znda including the word
"econaition" at the end of line 12, on pesge 2 snd insert in
lieu ithereof the following:

"Sec, 404. During the existing emergency in banking,
or until this section shell be declered no longer operative by
proclemation of the President, but in no event beyona the period
of one yesr from the date this section tazkes effect, any State
benk or trust compeny which desires to discount with or obtain
advances from a Federsl reserve bani but which is not & member
of the Feceral Heserve System, shall apply for membership in
the Federsl Reserve Sysitem in tone manner prescribed by Section
9 of the Federsl Reserve Act, as zmended, end, pending final
action upon such zpplicetion, the Federzl reserve bznk, subject
to regulations prescribed by the Federel Reserve Board, may
discount paper for and mesxe advances 1o such bank or trust

company on the ssme terms snd concitions as it is suthorizeo

St T
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to discount peper for and mske advances to member benks. Be-

fore any such discount or advance is mzde, the anplying bank

Or trust compsny shall fieposit vith the Feaerzl reserve bank

in a special account the amount which it would be reouired to
P&y on account of its subscription vo the czpitzl stock

thereof upon admission to membershiv in the Federzl Reserve
System; and, during the time that such bank is indebted in any
way to the Federsl reserve bank, it shzll be subject to the
provisions of the Federsl Reserve Act and the regulations
thereunder arrlicsble to member banks. If the application of
such Stste benk or trust compzny for membershio be epproved and
it shsll feil to complete its memvership within the time pre«
scribea therefor by the Federzl Reserve Board, or if such ecpli-
cetion be diszpprovec, such benk or trust company 8hall not
thereafter be entitled to any further privileges under this
section; but, in either event, when ell its indebtedness to the
Fecerezl reserve bank shall hove been paid or provided for, such
bank or trust comczny shall be entitled to the return of the
amount deposited on account of its subscription to cepitel stock
and to the return of 211 other moneys, securities znd other
property due to it or helda for it by the Federel reserve beuk.
Under such regulztions as the ¥ederal Reserve Bosrd may pre=

scribe, the privileges sfforded unier this scetion to State
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benks end trust compsnies acplying for membership in the
Feceral Reserve System mcy be made aveilzble to Stzte banks
ana trust comoznies auplying for conversion into netional
banking essociations. Notes, drefts, bills of exchange

end benkers' accevtinces acquired by & Federsl reserve bunk
under the provisions of this seclion shzll be eligible as
seécurily for circulating notes issued under the provisions
of the sixth oersgreph of Section 18 of the Feders]l Reserve
Act, as =mended by Section 401 of this Act, to the seme
extent as notes, drafts, bills or exch:nge or bsnkers'
accectences acquired under the provisions of the Federal Re-
serve Act.

Sec. 405. With the view of facilitsting the orera-
tions of tne Reconstruction Fincnce Corporation, including the
making of locns to Stezte banks #nd trust compenies which are
not members of the Feoerzl Heserve System, by increesing the
marxetability of the notes, debentures, bonas, and other such
obligations of that corporztion, which sre unconaitionally
guerznteed by the United States, the Federal reserve banks

shell have the seme powers (1) to discount notes, drafts,

and bills of exchange secured by such obligetions, (2)

to meke advances to member beznks on their noites secured by

such obligetions, (2) to purchase snd sell such obligetions,




end (4) to use all paper and obligations so acquired, as they
have with respect to bonds and notes of the United Stetes.

"Sec. 2406. Subsection (b) of Section 201 of the
Emergency Relief and Construction Act of 19&2 is-amended by add-
ing at tre end thereof 2 new sentence rezding as"foI%ows!

WiThe statement showing the names of borrowe;'a;;}st.all
be made avsilable to the Committees on Banki'm:: and Curr.iﬁci* of the
Senate aud House of Representatives, respectively, for their
confidentiel information, and shzll not be made publif&.'“:_‘

e
.“" .Yi '
¥ (B

+* »
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Seu P

March 15, 1933

Curtiss Williams Stevens MeClure
Boston Cleveland Chieago _ Kansas City
Case Hoxton Wood Walsh

New York Richmond St. Louis Dallas
Austin Newton Clark Newton
Philadelphia Atlanta Minneapolis San Francisco

m For the confidential information of board of
directors and Governor of your bank there is quoted below a copy
of a aelfezﬁlanetory letter from Governor Meyer to Senator Carter
Glass, dated March 14, in regard to bill S, 320 which was set out
in my wire to you March l4: QUOTE Following the discussion this
afternoon, the Bill S, 320 introduced by Senator Robinson of 3
Arkansas, entitled 'A Bill to provide for direet loams by Federal
reserve banks to State banks and trust companies in eertain eases',
was considered by the appointive members of the Federal Reserve
Board, and we are unanimously of the opinion that such a law, even
with the changes suggested during the discussion, would be highly
inadvisable and prejudicial to the best interests of the Federal
Reserve System and to the finaneial structure of the nation, We feel
strongly that the System and the country should not be subjested
to the hagzards involved in the passage of the proposed legislation,

UNQUOTE
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v V4

Mareh 14, 1333
Curtiss = Young = Zostom Stevens = MeDougal = Chiesgo
Case = Harrigon = Hew York Tood = Nartin = it. Louls

Norris = Mhiladelphia Dalley - -

C3ewvelend HeClure ton = Kenses City
émlll Walsh = NHeRinmey = lmllss

i
i

i
|
|
|
|

TRANS

The following 111, S 320, vessed the Semyty today Dut transmittal

%o the Houss of Nepresentatives has Leen withheld by wanimeus con=

sent pending & motion to recomsider: Guote 4 311l To provide for
direct losns by Federal reserve bauks to Gtate banks and trust
ecnpanies in certain cases.

Be 1t emacted by the Semate and Nouse of Representatives of the
United Sates of imerice in Comgress assesbled, Thet'¥itle IV
of the iot entitled "Am jet to provide relief in the existing
sational emergenoy in benking, smd for other purposes”, spproved
Yerch 9, 1983, is smended by sddinget the end thereof the follow-
Iq-ruoﬂnll. | .

"Sees 408+ During the existing emergency in bmmkiug or watil this
section shall be declared mo longer operntive by proslemstion of
the President, bub in %o event beyond the period of cne yeer frem
the date this seetion takes effect, any State bank or trust oom=
yany ot & mesber of the Pedersl reserve system may spyly to the
MW*MM“““W‘
obtein from ssid Federal reserve bank direct losns under the:
terms provided in seetion 10(b) of the Federal Heserve ict, as
smended by seetion 402 of this iet: mmmw



for such losns shall be accomvanied ly the writtem avprowel of
the State banking department or eomelssion of the Stete from

which the State bank or trust campany ims reseived its cherter
and o statement from the said S5tate banking department or com=
wissicn that in its judgment said State bank or trust compeny

1is in & sound condition.” Unguote.
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TELEGRAM
FEZDERAL RESTRVE BOARD
WASHINGTON
March 17, 1933,

Curtiss - Young - Boston Stevens - McDougal - Chicago
Case = Harrison - New York Wood - Martin - St. Louis
Agstin - Norris - Philadelphia Bailey - Geery - Mimneapolis
Williams - Fancher - Cleveland YMcClure - Hamilton - Kansas Gity
Hoxton - Seay - Richmond Walsh - McKinney - Dallas

Newton - Black - Atlanta Newton - Calkins - San Francisco

By AP

TRANS Referring Trans. 1667 and Trans 16'}2' the Secretary of the Treasury

has submitted to Federal Reserve Board following proposed revision of S. 3203

as’

QUOTE A BILL To provide for direct loans by Federal reserve banks to
state banks and trust companies in certain cases. Be it enacted by.the
Senate and House of Representatives of the United States of America in
Congress assembled, That Title IV of the Act entitled ',Ln é.ct to provide
relief in the existing national emergency in banking, and for other
purposes!, approved March 9, 1933, is amended by adding at the end
thereof the following new section:

'Section 404. During the existing emergency in banking or wntil
this section shell be declared no longer operative by proclamation of
the Presid.ent,'but in no event beyonmi the period of one year from the
date this section takes effect, any state bank or trust company not a
member of the Federal Reserve System may apply to the Federal reserve
bank in the district in which it is located and said Federal reserve
bank in its discreﬁiOn and after inspection and approval of the
collateral and a thorough examinationlof the applying bank or trust p 7
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company, may make direct loans to such state bank or trust company
uder the terms provided in section 10 (b) of the Federal Reserv

Act, as amended by s=ction 402 of this Act: Provided, that loans
may be made to any applying non-membe'r state bank or trust campany
upon eligible security. All applications for such loans shall be
accompanied by the written approval of the state banking department
or comnission of the state fram which the state bank or trust company

has received its chartar and a statement from the said state banking
department or comission that in its judgment satd state bank or trust
company is in a sound onditione The nd es representing such loans

shall be eligible as security for circulating notes issued under the
provisions of the sixth paragreph of Section 18 of the Federal Reserve
Act, as zmmended by section 401 of this Act, to the same extent as notes,
drafts, bills of exchange, or bankers' acceptances acquired under the
provisions of the Federal Reserve Acts'

During the time that such bank or trust company is indebted in any
way to a Federal reserve bank it shall be required to comply in all
respects to the provisions of the Federal Reserve Act appliceble to
member state banks and the regulations of the Federal Reserve Board
issued thereunder; Provided that in lieu of subscribing to stock in
the Federal reserve bank it shall maintain the reserve balance required
by section 29 of the Federal Reserve &4ct during the existence of such
indebtedness.

NOTE: Attention has been called to the fact that where section 29

of the Federal Reserve Act is referred to in the bpill, reference

was probably intended to section 19 of the Federal Reserve Act UNQUOTE




In the 1light of circumstances explained to the Board by the Secretary

of the Treasury in connection with the present status of the proposed

legislation the Board voted that it is prepared to accept and approve the

bill as presented by the Secretary.

Morrill,




229gb
San Francisco Mar 21 1152 am

McClelland

Washn
Re telephonic conversation please refer to cookseys wires March 13th
and 15th to loan agencies, the first commencing "under the provisions
of section 401" ete and the other "In comnection with loan spplications

of all National Banks" ete, .

Clerk
317 p
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RF March 13 710pm

Loan agency manager:

B19 Boston B29 Nashville B38 Denver

b20 New York B30 Chiecago B39 OklaCity

B2l Phila B3l Detroit B40 Dallas

B22 Cleveland B32 Stlouis B4l Elpaso

B23 Richmond B33 Littlerock B42 Houston

B24 Charlotte B34 Louisville B45 San Antonio

B25 Atlanta B35 Mimmeapolis B44 San Francisco

B26 New Orleans B36 Kansas City B45 Los Angelss

B27 Jacksonville B37 (maha B46 Portland

B28 Birmingham B47 Salt Lake
B48 Seattle
B49 Spokene

Undexr the provisions of section 401 et seq of the banking aect of March

nine nineteen thirty three comma a method is provided for national banking
associations comma or state banks which are members of the federal réserve
system licensed under the provisions of the executive order of March ten
nineteen thirty three comma to obtain currency through the federal reserve
banks stop this corporation is desirous of facilitating operations under the
new banking act and is anxious to give prompt consideration te applications
of borrowers to withdraw their collateral for the purpose of obtaining credit
and currency at reserve banks comma repaying this corporation inm part and
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conducting their banking operations through normal chamnels. Where
obligations to reconstruction finance corparation are to be paild in full no
application to us is necessary. To accomplish this our borrowers will need
your assishance. It will probebly be necessary for them first to contact the
federal reserve bank of their district to determine comma which of their
assets comma will be acceptable to the federal reserve bank for discount or
pledge. Our custodians will be authorized on aprlicotion comme approved by
the reconstruction finance corporation comma to release collateral for
transfer to themselves in their capacity comma as a federal reserve bank
comms for the account of our borrower comms upon credit to ouwr account of the
proceeds for the liquidation of reconstruction finance corporation loans in
part. In making recommendations for the release of collateral loan ageney
mm“d“raﬁlmu-ﬂ“ummlmimw
bear in mind the effect of such release upon the unpaid balance of any
indebtedness and besssured that the position of corporation is not impaired.
Cooksey
7Ap

.org/
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ECEX

Mar 15 GLSPM

63 BOSTGN 74 CHGO 86 HOUSTON
64 NEWYORK 75 DETROIT 87 SANANTONE
65 PHILA 76 STLOUIS 88 SANFRAN
66 CLEVELAND 77 LITROK 89 LOSANGELES
67 RICHMOND 78 LVILLE 90 PORTLAD
68 CHARLOTTE 79 MPLS 91 SALFIAKE
69 ATLANTA 80 KAS CITY 92 SEATTLIE
70 NEWURLEANS 81 OMAEA 93 SPOKANE
71 JAXVILLE 82 DENVER
72 BEAM 83 OKLACITY
78 NASHVILLE 84 DALLAS

85 ELPASO

nulmmmmmmmwmmm
DISTRICTS FOR LOANS IN LIEU OF LOANS FROM THIS CORPORATION. THEY

SHOULD BE HENCOURAGED TO CUBTAIN THE NECESSARY CREDIT ANWD CURRENCY
FROM THE FEDERAL RESERVE BANKS STOP IN SUCH CASES WHERE CREDIT AND

CURRENCY CANNOT BE CBTAINED FROM THY FEDERAL RESERVE BANKS YOU
SHOULD REPORT ALL THE FACTS 70 THE CORPORATION IN CONNECTION WITH

YOUR RECOMMENDATIONS INCLUDING THE REASONS FOR THE INABILITY T0O
OBTAIN CREDIT AND CURRENCY FROM THE FEDERAL RESERVE BANKS STOP

ALSO FLEASE TAKE UP THIS QUESTION WITE ALL MEMBER BANK AFPLICANTS

WHOSE APPLICATIONS ARE PENDING OR WHOSE LOANS HAVE NOT BEEN
DISBURSED STOP IN EVENT OF WITHDRAWAL OF ANY SUCH PENDING

APPLICATIONS OR LOANS FLEASE ADVISE PROMPTLY BY TELREGRAPH.

COQKSEY.
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Form Ng. 131
b 8 FEDERAL RESERVE .
JOARI
Office Correspondence =~ == st
To Mr. Goldenweiser Subject:_Decline in the Cost of Living

From _ Miss Joy

The Iconomy Act Jjust passed by Congress provides for the reduction of
salaries of employees in the Government service in proportion to the decline
in the cost of living from the first six months of 1928 to the last six
months of 1932, and for changes in succeeding six-month periods, with a
maximum reduction of 15 per cent.

In judging the decline in the cost of living

"The President is authorized to investigate through estab-
lished agencies of the Government the facts relating to the
coet of living in the United States during the six months
period ending June 30, 1928, to be known as the base period,
and upon the basis of such facts and the application thereto
of such principles as he may find proper, determine an index
figure of the cost of living during such period. The President
is further amthorized to make a similar investigation and deter-
mination of an index figure of the cost of living during the
8ix months period ending December 31, 1932, and each six months
period thereafter." (Title II, Sec. 3. (a) )

The only existing reports from a Government agency on cost of living
are those of the United States Bureau of Labor Statistics which show a
decline in excess of 15 per cent, as follows:

United States Washington, D.
(Index nos. 1913=100) (Index nos. Dec.191l

June, 1928 170.0 159.7
December, 1932 132.1 125.8
Per cent change -22.3 -21.2

These figures are for single months rather than for six-month periods,
but in all probability there would be comparatively little difference in
a more comrprenensive index. Any index is likely to show a greater decline

than 15 per cent.




Nevertheless, when cost of living indexes become legea
for wage fixing, it cannot be too strongly urged th he Government malke

a modern ingquiry into the cost of livinz end construct an index based upon
bits of 1933, rather
The present index of the Bureau of Labor Stztistics represents the
cost of living for workingmen's families, while most Government employees
are clerical workers and profe ¥ ith than skilled worlmen,
mode of living
ingquiry would
rence among income
for food and other su
declines, and the proportion allotted to education, insurance other
recreation, snd other miscelleanecus items, increases. The Bureau's
index zssumes that food expenditures form 38 per cent of the total, which,
for any but the very low income groups, is absurdly high. The National
Industrial Conference Zoard, for example, zives food a weight of 23 per

cent in its cost of living index for workingmen's families.

The Bureau's present index is based upon an antiquated budget study
p £ SN

nade 15 years ago—-in 1918. Since that time the things we buy have changed
enormously, yet the list of commodities on W prices are collected has
zed only when market conditions made particular commodities obsolete.
is no better evidence of the obsolete character of the budget of
than the list of articles for which the Bureau collected prices as

late as 1923. They include two guotations on men's high shoes, and for

ed for FRASER




the ladies, prices for nine different kinds
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MR. HAMLIN ¥
COPY.
FEUERAL RESNRYE BANF OF PHLLADFLPHIA

#2656 Chestnut “treect

Mereh 2let, 1080,

¥y dear Covernor Heyer:e

ire William P Gost, Chairwen of the Board
of the Fidel ity-shiladelphin Tmst Company, of this
eity, oalled on me this afternocon &nd handed me & let-
ter, copy of whioh I enclose herewith., ie stated
tiat he had sddressed the letter to me es & personal
one from hisself as an individusl, rather then &8 &

bank of ficer.

¥r. Gost was treined as & lawyer, and ic &
vory thoughtful ané comacientious men. I vemture to
think that it is worth waile to forwsrd 2 copy of hie
letter to you, far sudh coneideration as you or the
Secretary of the reasury mmy deem proper, I am,

Very tmly yours,

CED, W, RORRIS
Covernor

Hon, ‘ugene “eyer, Covernor,
Federal “eserve Poard,
¥eshing ton, D. O,
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COrY 1356 South Broad dtreet,
Lareh ll. 198%.

George ¥e Norrie, T8q.,
Philadelphia,
Feapsylvania.

oear Covernor lorrisie

1 venturc to write to you =8 one close to the counsels
of the Covernment and the Federel leserve Board, a fow suggestions
about the hoarding of gold and the allied questions sarising under
the "mergency Finsnce act.

Firet: 11 1s most important if sny new thing is mede a
orime by stotute thet the crim should be cleerly defined, Hoard-
ing is not defimed in the ict, and & great meny people have been
mieh ddsturbed by the feer that they, having no wrong intemt, may
be prosecuted for sets of no greet moment, In the present rether
tense state of mind, a prosecution might have unfortunste resction.
Some people heve brought in household gold pieces on which their
children heve cut their teoth, end others alsc pleces of no great
value except for sentiment, 1 have, myself, a Ume Dollar pold plece
given ms in childhood, whieh I fargoet all sbout till I sterted to
wri te this letter,

There is 2lso & prevalent belief thet the Aet, in spite
of its terms, does not include, or cennot resch currency; so unless
the public is further enlightened, there may be considersble hoard-
ing of ecurremcy - which is so much more casily collected than gold.

Second: The Act is in the neture of sen ex post facto law,
whieh mey be held uncons titutionsl as to past offences. In this view
4t is unfortunate that the severe penalties fixed in &n act in war
time should be tranaferred to en oot in time of poece.

Third: The Reserve Board has recently requested the Feserve
Penks tc ask wsmber danks to report gold tekem since a certain date
and not retumed,

1t hes been the practice for benks to regard their trenssct-
fons with their cliemts ss confidentisl end to decline to give such
information unless required to do 20 by subpoens lsmed from a court
of law. This confidence is essential to the conduet of such businese.
The due course of lew presumes notice to e defendant, who then is not
teken unewere by infarmation which wsy be incorreet, amd to which bhe
mey hove s legitimete dofemse. 'o require & bauk to pive in‘ormetion



st the desand of en aduimfetrative of ficer or of the reserve banks,
transforms & bank or benking of ficial to & povermment informer.
Information 60 given way put en irnocent persom in ern ignominious
poaition, end in ¢ase of error, might subjeet the benk to damages
for an action ocutaide of its proper functions.

If the Covermment desires to enquire imto such affairs, it
has the power to eddress the requisite questionnsire to such e¢itizen
or eless of ¢ tizens »e 1t ney select. This 12 the metiod contemplated
by the b1l now pendine in the Leglislatuwre of "enneylvenis, whieh pro-
vides for & questicnnaire to be sent to safe resters, Vhile this may
be dondemned os ingquisitorial, it hes not the seriocus fault of come-
demning the accused unheard., OSuch & guestiomnaire could put the matter
both ss to gold and curremcy clesrly before of tizens whc have great
diffimlty in understending the successive lsws and regulntions. Ine
deed, no one cen tell what the Penking lLew is now without s redio st
his eides I camnot find any passsge in the Aet granting the leserve
Penks the suthority to require this informetion asked « but of course
wesbers are subjeet to examinstion, though sueh exsmination is proe
vided for a different purpose.

Fourth: foerding is not confined to safe renters or elients
of banks, and the hunt for offenders, exclusively through the banks,
may produce o resction sgainet those institutions whieh will depend
pertiy on the extent tc whieh they may be required to turn informers.

Fifth: 1 should perhape hove mentioned first the indubditeble
fect thet to reguire a citizen to give up hie gold or curreney is clear-
1y in derogation of the right of property. Iroperty under the constitu-
tional provision should not be teken without due process of law, The g
iet of Comgress end the ireelsmation of the ‘resident provides no pro-
cese of lew, Under these circumstances it is importent that & regular,
general , end impertiel method should be edopted of supplying the Gove
ermment’s necessitiea. I do not deny that gold may be affected with a
publie interest, but that interest should be protected by = legislative
senction and a judieisl process.

In conclusion, we sll k¥now that @ great chenge has fallen on
constitutional system, The original principle, indeed in the words of
irofessor Purgess, the sdamantine principle was that the individual
citizen and person in these United States wes exempt from any power or
control by the United “tates Covermment, except vhen such power or cone
trol was expressly vested by the Constitution of the United OStates in
said Covernmert, Or reasomsbtly and necessarily implied in swuod expresaly
vested power or control, ({Chenmges in Consti tutional Theory, p. 18).

In snother ploce (pef) "The Coverument of the United States is now in
principle sutooratie”,

In the extrsordinary erisis which the breakdosm of rejresentative
goversment hae brought upom us, it i{s most importent that those clothed

our
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with extreordinery snd ultre constitutional powers should exercise
them with perfect eguality snd by impartial and judieial methods.

Very truly yours,
(signed)
", P, GEST
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i Nl 22

(letterhead of)

Mareh 23, 1935,

iir. Chester Morrill, Secretary
Federal Reserve Board,

Dear Mr. Morrill:

In compliance with your telephone request,
I take pleasure in inelosing a copy of the telegram
sent t0 all Loan Ageney Managers today revoking certain
provious telegraphic instruetions to them,

Singerely yours,
(Signed) G. R. Cooksey
Secretary.
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Mar 25 1938

To all Ioan Ageney Managers: ,

Instruetions comtained in previous wires that national benks
and member state banks which have obtained loans from the
eorporation or which are applying to the corporation for loanms
be engouraged to obtain eredit amd curreney from the Federal
resesve banks in lieu of loams from the corporation are revoked
until further notiee

Via leased wire
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