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40 BOARD OF GOVERNORSOF THE

FEDERAL RESERVE SYSTEM

Office Correspondence
To The Files 

From Mr. Cce

Date  August 11, 1941

Subject: 

After correspondence with Mrs. Hamlin (see letters of May
25 and June 4, 1941) the items attached hereto andlisted below be-,'
cause of their possilbe confidential character, were taken 

' 
from Vol-

ume 239 of Mr. Hamlin's scrap book and placed in the Boards 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 - Earnings & 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  _2_2 - Comments on Senate Bill 320. (Typed draft)
Pages 30 &  - 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 - Telegram from Mr. Seay to Board expressing views. (against

S. 320)
Page 37 - (X-7367) Telegram to all banks re Regulation O.
Pages 38 & 39 - (X-7360-61) Telegrams sent to all F.R. Banks, signed

by Mr. Morrill, re amendment to Federal Reserve Act.
Page 41 - (X-7365) Re Section 18 of F.R. Act, as amended by Section 401
Page 42 - (X-7369) Telegram from Mr. Morrill to all F.R. Banks re

penalties for deficiencies in reserves of F.R. Banks.
Pages 44 & 45 

Telegrams to Board re S. 320.
PageAmendment prepared by Board for Senator Glass.
Pape 54 - Letter to Mr. Morrill from F.R.Bk. of Chicago re S. 320.
Page 55 - Reserve Percentages of March 15 and larch 8, 1933. (Confidential)
Page 56 -
PaFe 67 -
Page 70 -

being
Pape 72 -
Page 86 -
Page 90 -
Pae 92 -
Page 95 -
Pages 102

S. 320
Page 111 -
Page 113 -

Telegram to Mr. Morrill from Mr. Seay re S. 320.
Data re vacancies on F.R. Board.
Telegram to Governor Meyer from Joseph F. Guffey
shown to banks in Mell Bank Group.
Letter from F.R.Bk. of Richmond to Mr. Wyatt
Suggestions by C.S. Hamlin re gold.
Data by Dr. Miller re gold hoarding.
Letter to Senator Glass re
Amendment - S. 320. (Draft)
& I. & 107 - Telegrams to -ffiI:11anks

Cooksey's wire of March 13 & 15 to loan agencies.
Memo to Mr. Hamlin from Mr. Goldenweiser re decline

of living.

re partiality

re Title 2.

from Mr. Morrill re

in cost
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Page 11,f - 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.

Letter to Mr. Morrill from Secretary Cooksey of
revoking telegraphic instructions to Loan •Agency Managers to en-
courage obtaining of credit and currency from the F.R.Banks.
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S
Funds for loans to emnloyees of Federal Reserve Banks 

Last report
Bank of examination Amount Procedure

Boston 3-13-32 $5,000 Rese_'ve account ("Special de-
posit Gov. 8: Ch. Trustees.")
Asset - Deferred charges $1,394.

New York 6-13-32 10,000 Carried in Deferred charges.
(See rept.4-11-31 for Liability-"Other deposits"

details) $512.73

Philadelphia 10-10-31 10,000 Reserve Account. Eiscel.
Assets $2,424.32

Cleveland 5-23-32 7,323.06 Suspense Account General.,Debit.

Richmond 5- 9:32

Atlanta 11- 7-31

Chicago 7-13-31 10,000 Asset - Deferred charges $10,000,
Liability-"Other deposits" incl.
$10,000 employees loan fund.

St. Louis 1-23-32

Minneapolis 1- 5-32 1,500 Deferred charges $1,500.
Cash held in outside bank.

Kansas City 3- 5-32

Dallas 2-13-32

San Francisco 4- 2-32

Rhilm 239
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ADDRESS OFFICIAL CORRESPONDENCE TO

THE FEDERAL_ RESERVE BOARD

FEDERAL RESERVE BOARD

WASH I NGTON

X-7356

March 11, 1933.

SUEJECT: Conditions of membership which will be
prescribed for State banks hereafter
admitted tc membership in the Federal
Reserve System.

Dear Sir:

It has been the Federal Reserve Board's practice, as you know,

to prescribe for State banl:s 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 rith the purposes of

the Federal Reserve Act and cosidered undesirable in a commercial banking

institution. Some of these snecial ce-aditicns have been of a general

nature 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 beela aporoved by the Board and -thich tend to

prevel.t unsound developments in banks regardless cf 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 rill tend to develop better banking
VOLUME 239
PAGE 11
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X-7356

9

practices, and it is contemplated that if the Board's experience indi-

cates that any further conditio-Js of a general nature are desirable

they also will be prescribed for State banks subsequently admitted to

membership.

Some of the conditions contained in the Board's Re(lulation H

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. kccordingly, in the case of each State bank hereafter

ap?lying for membership, the Board will prescribe the following coadi-

tio.as of membership which include the seven conditions contained in

the Board's Regulation H, with one revision, and other conditions of a

general nature that have been a:JDroved in substance by the Board as

special conditions in individual cases:

1. Except with the ,)ermission 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 Dowers
exercised by it at the time of admission to mefter-
ship.

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

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

4. 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
assume unduly large propertions or to endanger the
bank's solvency or the liouidity of its assets, and
the Board of directors shall give special attention
to all such loans.
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5. Such bank shall maintain adequate credit data in con-
nection with all unsecured loans.

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

7. 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 hind or character except in
satisfaction or nrotection 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 shown.

8. Such bank shall not permit any investment 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 -Tould otherwise be unduly large or improper, and
before any investment 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.

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

10. 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 per cent of its net earn-
ings for any such period after deducting all losses
and providing reserves for depreciation.

11. 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.

12. Except with the permission of the Federal Reserve Board,
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 other-Use), notes, be- Ids, mortgages, certifi-
cates, or other evidences of indebtedness representing
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real estate loans or participations therein,
either with or without a guara tee, indorsement or other
obligation of such balk or an affiliated corporation.

13. Such bank may accept drafts and. bills of exchange drawn
upon it of any character permitted by the laws of the
State of its i71corporatioil; 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 aggregate amount of
acceptances outstanding at any one time which are drarrn
for the purpose of furnishing dollar exchange in cou:itries
specified by the Federal Reserve Board shall not exceed
50 --)er cent of its capital and surplus, and the aggregate
amoi:Int of all other acceptances, whether domestic or
foreign, outstanding at any one time shall not exceed.
50 per cent of its capital and surplus, except that the
Federal Reserve Board, upon the aoplication of such bank,
may increase this limit from 50 per cent to 100 per cent
of its capital and sur-olus; provided, horrever, that in no
event shall the aggregate amount of domestic accaltances
outstanding at any one tire exceed 50 per cent of the
caoitiA and sur)lus of such

14. The board of directors of such ba7ik shall adopt a reso-
lution authorizing the L1te.2change of reports and infor-
mation between the Federal reserve bank of the district
in which such bank is located and the baking authorities
of the State in rhich such bank is located.

The Board will also prescribe for each trust company or bank

exercising trust powers at the time of its admisclion to membership the

follei-rinr: conditions of membership which are appronriate for institutions

exercisin trust powers:

15. Sudh bank shall not, after the date of its admission to
membership, ilvest trust funds held by it in obligations
of the ba-lhis directors, officers, amoloyees or their af-
filiations or corporatiois affiliated with he bank.

16. Except with the permission of the Federal Reserve Board,
such bank shall not, after the date of its admission to
membership, invest the funds of various trusts held by the
bank in partici-oationin pools of mortgage bonds or other
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securities, and the funds of all Tach trusts shall be
invested separately fram 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 gu11ch collective investments are
made and has no interest in them except as trustee or
other fiduciary.

17. If trust funds held by such bank are deposited in its
banking department or otherwise used in the conduct of
its business, it shall denosit 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 know, this

cAndition 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-

mration except with the Board's permission.

In connection with the condition numbered 10 it may be noted

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

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

requirment 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 cf 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 of 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 permission. 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 obtaining the Board'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 be desirable

to prescribe special conditions not 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 and

accordingly; under the general condition referred to above, might not be

exercised except with the Board's permission. In connection with the sub-

mission 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 conditions of a general
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nature which experience indicates would be desirable as condition to

be prescribed for each State bank thereafter admitted to membership.

_Very truly yours,

Chester Morrill,
Secretary.

P. S. This letter is a confinmation of the telegram sent you today.

TO ALL FEDERAL RESERVE AGENTS.
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C OYFIDENTIAL 
Not for publication

EARNINGS AND EXPENSES OF FEDERAL RESERVE BANKS, FEBRUARY 1933.

B-811

ft-e,

Federal

diserve

Bank

Month of February 1933 Jan. - Feb. 1933

Earnings from - Current expenses Current net
earnings

Current net earnings

Total
Ratio Less accrued

to dividends and

paid-in net charges
capital (current) to

profit and lo

Dis-
counted
bills

Pur-
chased
bills

U. S.
secur-
ities

Other
sources

Total
Exclusive
of cost of
F.R.currency

Total

Ratio to

Total paid-
in

capital
Per cent Per cent

Boston $32,183 9,092 $113,957 $3,699 $158,531 $146,016 $155,418 $3,513 .4 $16,872 1.0 -$92,006

New York 132,291 54,407 914,490 40,070 1,141,252 504,506 510,671 630,587 14.0 1,265,105 13.4 725,916

Philadelphia 143,091 12,277 166,029 74390 32 4-177 158,124 172,553 156,234 12.7 320,880 12.4 158,664

Cleveland 102,324 11,164 210,720 10,038 334,246 199,451 221,766 112,480 10.5 215,205 9.5 57,820

Richmond 46,759 5,302 56,527 5,225 113,813 111,325 112,016 1,797 .5 5,730 .7 -47,793
Atlanta 53,132 5,483 56,731 6,391 121,737 94,517 99,484 22,253 6.2 50,803 6.7 3,354
Chicago 49,339 16,373 257,491 22,104 345,307 251,954 349,262 -3,955 -- 84,390 3.2 . -77,195
St. Louis 15,868 4,566 79,478 7,261 107,173 105,586 112,825 -5,652 -- -14,821 -- -62,085

Minneapolis 27,632 3,051- 76,868 3,205 110,756 76,462 80,731 30,025 13.6 66,926 14.4 36,811

4111pas City 40,182 3,876 67,749 19,007 130,814 123,111 131,409 -595 -- 6,559 1.0 -34,445

DRIFias 11,156 3,118 69,543 1,402 85,219 90,823 90,984 -5,765 -- -7,779 -- -46,763

San Francisco 109,726 8,547 147,412 12,197 277,882 185,630 197,051 80,831 10.1 154,901 9.2 42,425

TOTAL
Pebruary 1933 763,683 137,256 2,216,995 137,989 3,255,923 2,047,505 2,234,170 1,021,753 8.8
January 1932 723,173 118,741 2,350,486 122,679 3,315,079 2,079,403 *2,172,061 *1,143,018 8.9
February 1932 2,377,865 463,991 1,306,728 244,868 4,393,452 2,072,423 2,204,089 2,189,363 17.5

Jan.-Feb. 1933 1,480,857 255,990 4,5.7,479 260,070 6,571,002 4,126,908 4,406,231 2,164,771 8.9 2,164,771 8.9 664,703

1932 4,846,269 1,138,037 2,685,854 590,954 9,261,114 4,196,608 4,440,396 4,820,718 18.5 4,820,718 18.5 3,220,798

FEDERAL RESERVE BOARD
DIVISION OF BANK OPERATIONS

MARCH 11, 1933.
*Revised.

VOLUME 239

PAGE 16
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1. Not necessary because R. F. C. can lend to

nonmeMber banks.

a. Imposes additional burden on Federal Reserve Syutem

without making corresponding contribution to re-

sources of System. (Member banks own WA of assets

of Federal reserve banks)

3. liemoves major inoontive for State banks to join Feder-

al Reserve System.

4. Such paper would not be eligible as colligteral security

for Federal reserve notes or Federal reserve bank

notes.

5. Federal reserve banks have no knowledge of condition

of aemaember Jtate banks and would have no authority

6 to examine them - - State examination reports frequent-

ly worthless.

111111

PAGE
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73d Congress S. 320 ellw
let Session.

IN THE SENATE OF THE UNITED STATES

March 13, 1933.

Mr. Robinson of Arkansas introduced the following bill; ',hill Wee read twice
and referred to the Commitee on Banking and Currency.

A BILL

To provide for direct loans by Federal rese -ve banks to State banks

and trust companies in certain cases.

BE IT ENACTED BY THE SENATE AND RUSE '1? REP 'ESENTATIVES OF iTE

UNITED SVTE 7 AYERICA IN CONG"ESS AES1A3LED. That title IV of the Act

entitled "An Act to provide relief in the existing national emerge.:cy in

banking, and for other purpAses', approved "arch 9. 1933, is amended V

adfling at the end the-eof the following new section:

"Sec. 404. During the existing emerge:acy in banking, or until this

section ihall be declared no longer operative by proclamation of the /resi-

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 a member oi the

Federal reserve system may apply to the Federal reeerv bank in the district

in which it is located and eb41.iii-41raa said Federal reserve bank,. IN ITS

DISCRETION AND AFTER ISFECTION AND APPR VAL OF THE COLLATERAL AND A THOROUGH

HIAMINATION OF THE APPLYING BANK OR TRUST COMPANY, MAY MAKE DIRECT LOANS TO

SUCH SrilTE BANK OR TRUST COW'Y dLree4-lesee under the terms provided in

section 10(b) of the Federal reserve act, as amended by serstion 402 of this

act+PaNati4e4T-The4-4111- ALL applications for such loans shall be accompanied
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by the written approval of the State banking department or commission of

the State from which the 1;T.L.te bank or trult company has received its

charter and a statement Irom the said. State banking department or commis-

sion that in its judgment said Stabs bank or trust companx is in a sound

condition. THE NOTES REPRESENTING SUCH LOANS SHALL BE ELIGIBLE AS SECURITY

YOR CIRCULATING NOTES ISSUED UNDER THE PROVISIONS OF THE SIXTH PARAGRAPH

OF SEC1ION 18 OF HE MAHAL RESERVE ACT, AS AMMED BY SECTION 401 OF THIS

AC., TO THE SAME EXTENT AS NOTES, WAITS, BILLS OF HICHfiNGE, OR B4NICV8I

ACC1P1'NC7S ACIVIR'D MAR THE ROVISIONS OF THE FEDERAL RESERVE ACT.'
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Intended to be propoued by Pr. Glass of Virginia to the bill (S. 320)

to provide for direct loans by 'Federal reserve banks to 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

wcrds "direct loans" and insert a comma and the words 'in its

discretion and after inspection and approval of the collateral

and a thorough examination of the applying bank or trust comrany,

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 all" and substitute the word "All".

On page 2, line t. after tae 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 paragraph of Section18

of the Federal Reserve Act, as =ended by Section401 of this Act,

to the same extent as notes, drafts, bills of exchange, or bank.

ere acceptances acquired under the provisions of the Federal

Reserve Act. *
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,&frA40 /141k4L I•et-'4".1044 4w040044 /1741VeA,4,

AMENDMENT

Intended to t: proposed by Mr. Glass of Virginia 
to the bill (S. 320)

to provide for direct loans by Federal reserve bank
s to State

banks and trust companies in certain eases, viz:

On page 1, line 7, strike out everything after the w
ords

"Sec. 404m, throuel and including the word °conditi
on° at the

end of line 12, page 2 and insert in lieu thereo
f the following;

"The Federal Reserve Banks shall have the same 
powers

(1) to discount notes.drafts. and bills of exchan
ge secured

by obligations issued by the Reconstruction Finan
ce Corpora-

tion, (2) to make advances to member banks on the
ir notes

secured by sudh obligations, (3) to use all pape
r and obli-

gations so acquired. and (4) to purchase and sell 
such ob-

ligations, as they have with respect to bonds 
and/or notes

of the United States. "

Add a new section to th bill to read as follows:

"Sec. 2. Subsection (b) of Section 201 of the E
mergency

Relief and Construction Act of 1932 is amended to r
ead as

follows:

"(b) The Reconstruction Fina-lce Corporation shall su
bmit

monthly to the President and to the Senate 
and the House

of Representatives.(or the Secretary of the Se
nate and the

Clerk of the House of Representatives, if those 
bodies are

not in session) a report of its activities and
 expenditures

under this section and under the Reconstruction
 Finance Cor-

poration Adt.
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A4A.0A 1.4"tolft ,14his

•

It would be advisable to add another sentence at the end of S. 320

reading as follows:

"During the time that such bank or trust company

is indebted in Eny way to a Federal reserve bank it shall

'TI required to comply in all resLects with the provisions

of the Federal Reserve Act applicable to member State banks

and the re ulations of the Federal Reserve Board issued there-

under, Provided, That in lieu of subscribing to stodk

in the Federal -leserve Bank, it shall, in addition

to maintaining the reserve balhnce required by Section 19

of the Federal Aeserve Act, maintain on deposit with the

Federal heserve Bank an amount ecual to that whirll it

would be required to pay on ar—ount of its subscrirtion

to such stock if it became a member bank."

tcp-
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COLLaNTS ON SEUAaE BILL 320

A bill to provide for direct loans by Federal re-

serve banks to State banks and trust companies

in certain cases.

The,lembers of the Federal Reserve Board are unanimously opposed

to the enactment of this bill; because it is not necessary, it would

confer upon the Federal reserve banks functions which they are not equiEped

to perform, and it would make membership in the Federal Reserve System

much less attractive.

The Board is sympathetic with the view that, during the present

emergency, sound State banks which are not members of the Federal Reserve

System should be afforded such reasonable credit facilities as may be neces-

sary to enable them to meet unusual derends of their depositors, should any

develop; but, the Federal Goverment has already provided an agency for that

purpose -- the Reconstruction Finance Corporation, Which hen been function-

ing for more than a year and is far better equipped to handle such advances

than the Federal reserve banks. It is believed that the Reconstruction

Finance Corporation can perform this function in a more simple and satis-

factory manner 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 teen invested with many added

responsibilities in dealing with member banks during the existing

emer ency; and it seems 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 nonmember State

banks and 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 Reconstmuction Finance

Corporation, which was created for the purpose of making advances 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 their mem-

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

reserve balances deposited with them by their member banks. From

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

earnings on their capital stock, the Federal reserve banks have de-
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rived approximately 80 per cent, 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

banks. 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, advancements and accommodations as may be safely and reasonably

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

This bill would add 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

Federal 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 Varch 9, 1933.
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The Federal 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 consists of paper eligible for redisco
unt; and in

addition nonmember banks may, upon the security of Governme
nt obliga-

tions, obtain credit directly from the Federal reserve 
banks.

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



IS •

-5 -

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-

serve System and this is believed to be a sound policy, since it is no
t

only in the public interest but also in the interest of the St
ate banks.

This bill, however, would remove all incentive for State b
anks 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 Re-

serve System is compulsory. It might result in many State banks withdraw-

ing from membership in the Federal Reserve System, 
thus weakening the

System at a time when the demands made upon it ar
e the greatest in its

history.
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Intended to be proposed by Mr. Glass of Virginia to the bill (S.320)

to vovide for direct lone by Ile_Leral reserve banks to State

banks and trust comranies in certain cases, viz:

On page 1. line 7. strike :.)-4t everything after the words

in(!1„Idin: woor(Ltion" at th -Sec. 404", thr 11711

en. of line 12, on 2 axii insert in lieu thereof the

followinr:

"Any State bank or trust clOpany wnich is not n member b7=nk of

the Federal Reserve System but desir,-.s to obtain loans from a.

Fe.Asral reserve bc.nk, shall m.7p1y for membership in the Federal

Reserve System in the manner prescribed. by Sec. 9 of the Feeral

Reserve Act and, imediately upon filing such application shall

be entitled. ‘o all of the 1-ivileges of member bens and'shell be

subject to all the T.)r)visions of the Federal 'Reserve Act enplicable

to member banks: Provided, ,h.owever., That, if such bank is not

admitted to member3..ip in the redtral _eqprve Sistem within six

montbe from the date of the filing of such ipplicetion, It shall

no longer be entitled to any of the privileges of a meTber be
nk

and shall no longer be subject to the provisions of theFederal

Reserve Act regarding member banks: Provided, further,_ That

this section shall become inoperative when the President by

Ation shall declare the termination of the present emergency

a: 4.% no event later than one yeEr from the date this section

takf19 effeot."

Ne532"

7._i

;•

13t

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



•

AMENDMENT

Intended to be proposed by Mr. Glass of Virginia to the bill (S.320)

to provide for direct loans by Federal reserve banks to 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

words "direct loans" and insert a comma and the words "in its

discretion and after inspection and approval of the collateral

and a thorough examination of the applying bsnk 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 all" and substitute the word "All".

On page 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 paragraph of Section 18 of the

Federal 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."
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L.,4(

?larch 14, 1933.

I:onorable Carter Glass,

United tates eloate.

Dear Senator Glass:

Followinc the discussion this afternoon, the Bill 320

introduced by SenAtor '',obinson of Ar'karsas„ entitled "A Bill to

provide for dirct loans by Federal reserve banks to Ltate banks

and trust oolranios in certain cases", was corsid .Ted by the

appointive members of the lederal ,..eserve Board, and we are

unanimously of the opinion that such a law, wen with the

chanes succosted during the discussion, vJould be highly in-

advisable and prejudicial to the best interests of the Yod_ral

Reserve ,ystomn and to the financial structure of the nation.

feel strorcly that the System and the country should not be sub-

jected to the hazards involved in the passace of the proposed

lecislation.

y-urs,

Governor.

44. (4,4 ,A1 4,04414 Lf 14,4,
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%eceived Washington, D. C.

Richmond 9:30 !!ar 15

Board - ',ashington

It vould of course be deplorable to pass :enate

Bill 320 permitting 'Arect loans to non-members even for one

year as to Which banks we have and can obtain very little

information in this district, since we do not believe state

banking departments are equal to standard requirements*

That would be the one piece of legislation to mar an otherwise

reasonable proP;res., 1110 to the present, although, as senator

Glass says, there are many things bein done which could not

be thought of except for a grave emergency. e could not do

much for these stete banks even if the law were passed*

Seay
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TELEGRAM

rEDERAL RESERVE BOARD

X-7367 14411A

WASHIYGTON

March 8, 1933.

Young Fancher McDougal Hamilton
Boston Cleveland Chicago Kansas City

Harrison Seay Martin McKinney
New York Richmond St. Louis Dallas

Norris Black Geery Calkins
Philadelphia Atlanta Minneapolis San Francisco

TRANS. NO. 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 follors:

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 belor forty per cent (including therein the gold redemption

fund required to be maintained on deposit in the Treasury of the Utited

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 (c) 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 belor thirty-tro and one-haIf

per cent but are not less than thirty per cent, the tax
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X-7367

-2-

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,

(1-1880), 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 ,?er cent per annum upon the amount of such deficiencies, provided,

however, that rhenever reserves against deposits fall below thirty per

cent, the tax upon the amount by rrhich they have fallen below that 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 belo,7 thirty per cent.

In this connection, attention is called to the opinion of Counsel

transmitted with Board's letter of April 10, 1920 (1-1894) 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 amount equal to the tax paid
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by ne Federal reserve bank on deficiencies in reserves against deposits

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

Federal Reserve Board.

1.:ORR I LL
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Young - Boston
Harrison - New York
Norris - Philadelphia
Fancher - Cleveland

•
TELEG fiLM

FEDEaAL =SERVE 30A2D

7A5HINGTON

Seay - Richmond
Black - Atlanta
McDougal - Chicago
Martin - St. Louis

• ryt
X-7330

March 10, 1933.

Geery - Minneapolis
Hamilton - Kansas City
McKinney - Dallas
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 paragraph: QUOTE Subject to such limitations,

restrictions, and regulations as the Federal Reserve Board may 7rescribe,

any Federal reserve bank may male advances to any individual, part-

nershin, or corporation on the promissory notes of such individual, -lart-

nership, or cor)oration secured by direct obligations of the United

States. Such advances shall be made for neriods not exceeding 0 days

and shall bear interest at rates fixed from time to time by the Federal

reserve bank, subject to the review and determination of the Federal Re-

serve Bo406C UNQUOTE Pursuant to a re,;ulation ;ssued by the Secretary

of the Treasury under the President's nroclamations of idarch 6 and

March 9, 1933, any Federal reserve br',-ak may make advances complying with •

the foregoing amendment in order to enable individuals, .a.rtnershilps

and corporations to meet their imediate payroll requirements. It will

be observed that all such advances must be secured by direct obligations

of the United States; that they may not be made for periods longer than

ninety days and that the interest rate thereon is subject to review and

determination of the Federal RCGO2VC Board. Pending further action'
474.

Board anroves a discount ratc of 5% per annum upon advances made unddr this

section to individuals, nartnershi-es or cornorations.
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Young - Boston
Harrison - 7er York
Norris - Philadel!phia
rancher - Cleveland

TELEGRAM

FEDERAL RESERVE BOARD

WASHIUGTON

Seay - Richmond
Black - Atlanta
McDougal - Chicago
Eartin - St. Louis

narch 10, 1933.

Geer:7 - Minnea?olis
HarAlton - Kansas City
McKinney - Dallas
Calkins - San Francisco

X-7361

TRA7S.  1611  Section 10(b) of the Federal Reserve Act was amended by the

Act of Liarch 9, 1933, to read as follows: QUOTE: In exceptional and exigent

circumstances, aad when any meuber bank has no further eligible and acceptable

assets av,ilable to enable it to obtain adequate creait accommodations through

rediscountizig at the Federal reserve bank or any other method provided by

this ;Let other than that provided by section 10(a), plly Federal reserve ban17..,

under rules and reulations -:rescribed by tile Federal Reserve Board, may mal:e

advances to such member ban17. o:1 its time or dema:Id notessecured to the satis-

faction such Federal reserve bank. Each s-ach note shall bear interest at

a rate not less than 1 per centum per annum higher than the highest discount

rate in effect at such Federal reserve bank on the date of such note. 7o ad-

vance shall be made under this section after March 3, 1934, or after the expira-

tion of such.additional period not exceeding one year as the President may

prescribe. UNQUOTE. You will note from the fore,7oing quotation that the

authority to make aa advance to a memter banl: under section 10(b) is no longer

suIject to the co:Idition that suh banlr. have a capital not exceeding ',35,0(J0,000

nor to the requirement of consent 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 be made only in exceptional and

exigent circumstances and only whea the member banl: has no further elicible or
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acceptable assets available to enable it to obtain adequate credit accommoda-

tions from the Federal reserve laank through recUscounts 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 Zederal reserve bank. Your attention is also directed

to the fact that obligations of member banks acquired by Federal reserve banks

under section 10(b) are not eligible for use as collateral for Federal 2eserve

notes but that under section 401 of the Act of March 9, 1933, they may be used

as security for the new issues of Federal reserve bank notes to an extent 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%

per annum upon 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 a)proves

a discount rate 1 per centum in e7i:cess of such highest rate. Until further

action y the Board Federal reserve banks 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 Proclamations of March 6 and Harch 9, 1933,

and the Boa2dts circular letter of larch 10, 1932, (X-7115), as far as it relates

to section 10(b) is hereby canceled. Reports on Schedule 3 D four of loans under

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

accordance with the Board's telegram of June 23, 1932 (Trans. Uo. 1478).114

telegraphic vice of such advances should be made in accordance with the

Board's letter of Harch 21, 1932 (3-721).
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NOT FOR PUBLICATION

Confidential 

•
X-7365

Treasury Department
Office of the Secretary

Washington, March 11, 1933.

TO THE TREASURER OF THE UNITED STATES:
THE COMPTROLLM OF THE CUR2ENCY:
THE FEDE2AL 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 Reserve Act, as amended by Section 401 of the Act of

March 9, 1933, to nrescribe regulations which shall govern

the issuance, redemption, replacement, retirement and de—

struction of circulating notes, which notes are hereinafter

referred to as Federal reserve bank notes, authorized to be

issued to Federal reserve ip -,nks under the provisions of such

sixth naragraph of Section 18, as amended, and the release

and substitution of security therefor, the following regula—

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 Comntroller may

be called upon to nerform in carrying out the -)rovisions 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
VOLUME 239
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Treasurer of the United States or of the Co_ptroller of the

Currency, or both, as the case may be.

2. In order to furnish suitable notes for efrdulation

as provided in such sixth naragraph of Section 18, as amended,

the Comytroller of the Currency is hereby authorized and

directed to cause plates and dies to be ent;raved in the best

manner to guard against counterfeits and fraudulent altera-

tions and to have printed therefrom and numbered such ouantities

of Federal reserve bank notes in the denominations of $5, $10,

$20, $50, and $100 as may be necessary.

3. "'hen such Federal reserve bank notes have been pre-

loared 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

Federal -2eserve 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 paragraph of Section 18, as

amended, the Federal Reserve Aent may deliver Federal reserve

ban'::: notes to the Federal reserve bmk to which he is accredited.

5. The Federal Reserve Aent shall require the Federal

reserve bank at all times to maintain the full amount of

collateral, as required by such sixth paragraph of Section 18,
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as amended, as scaarity fcu- Federal reserve bank notes issu d

to such Federal reserve bank.

6. Each Federal deserve Agent shall hold in joint

custody with the Federal reserve bank to which he is ac-

credited all Federal reserve bank notes received by him

and all collateral deposited by the Federal reserve bank

to secure the Federal reserve bank notes issued under the

provisions of such sixth -)aragraph of Section 18, as amended.

7. Each 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 de)osited as security

therefor, classifying such collateral so os to show the

amounts included therein of (1) direct obligations of

the United States, and (2) notes, drafts, bills of ex-

change and bankers' acce-ptances, or in such other manner

as may be required (a) by the Treasurer of the United

States with the a-oproval of the Secretary of the Treasury,

or (b) by the Federal Reserve Board.

8. Any Federal reserve bank may at its discretion

withdraw collateral deposited with the Federal Reserve Agent

under the provisions of this regulatic,n for the security 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 _)f Section 13, as amended; Provided, how-

ever, that the agErec;ate 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 naragraph 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 sixth paragraph 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 Federal rcserve bank notes on demand,

the Federal Reserve Agent, when required by the Secretary of

the Treasury, shall liquidate, in such manner as the Secretary

of the Treasury may prescribe, the security, or any part

thereof, which ho holds under the provisions of such sixth

paragraph of Section 18, as amended, and deposit the -orocceds

with the Treasurer of the United States for the redemption

of Federal reserve bank notes issued to such bank.

10. Each Federal reserve bnnk shall at all times

maintain on deposit in the Treasury of the United States,

in lawful money of the United States, a sum equal to five

per cent of its liability on Federal reserve bank notes
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in actual circulation or such othcr amount as may from time

to time be required by the Treasurer of the United States,

with the approval of the Secretary of the Treasury, to be

held and used for the redemption of sudh 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 the Secretary

of the Treasury, and will be supplemented by other regulations

specifically governing redemption, re-placement, retirement

and destruction of Federal reserve bank notes.

(Sined) W. H. WOODIN

Secretary of the Treasury.
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3 TELEGRA1A

FEDERAL RESERVE BOARD

WASHI7GTON

Young - Boston
Harrison - New York
Norris - Philadelphia
Fancher - Cleveland

Seay - Richmond
Black - Atlanta
McDougal - Chicago
Martin - St. Lollis

March 13, 1933.

• *

Geery Minneapolis
Hamilton - Kansas Cit.:7
McKinney - Dallas
Calkins - San Francisco

TRAITS 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 "0", Series of 1915, quoted therein, change the

words 117ederal reserve notes issued to it" to read u7edera1 reserve notes in

actual circulation." In the sentence which refers to the penalties on de-

ficiencies in deposit reserves strike 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 cent, the tax upon the deficiency below 30 per cent shall be at the rate

of 2/10 of 1 per cent per annum, and when such reserves fall below 25 per cent

but are not less than 20 per cent the tax upon the deficiency below 25 per cent

shall be at the rate of 3/10 of 1 per cent per allnum; and so on, increasing

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

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

Morrill.
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Richnond 5:30 711
:arch 15

- ' ishington

Twill 1672 I am heartily in accord with terns of Governor

neyer's letter to Senator Glass dated Unrch fourteenth regard-

in g bill . 320. I hope bill will be killed

Hoxton

coo am Os OD

5:41

Richmond 5:45 7.
March 15

hoard .ashington

::raria 1672. I believe that there has been indiscriminate open-

ing of Staic,i banks, at 1gast in some states in this district,

which 'fact stron !lortifies the board's letter to Senator

Glass relating to senate 320. The hazard is inased great

and the political pressure to make :hese loans would be tremendous.

The reserv,J system would incised be in politicc.

be exaggerated.

Seay
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oishington, 1. C.,

Los Angeles calif 4149 P March 15 1933

attester orrill„ secretary,
flederal Reserve .Ward, Trew4ury Bid:;.,
Washligten, t. C.

here wired 'ilnetors Fletcher, Norbeek, Townsend,

alsott, Class, Wagner, aolkley, :rohnson and roan following:

'Referring to Bill S. 320 passed Senato fourteenth my opinion is

that this country badly needs an adequate banking structure

built around the Federel reserve systan through membership in

that system of all sound banks both mtional and State. Lt

this time e forward step could be taken if banks not members

of Federal reserve desiring tc) use facilities of eystem under

terms of emotion 10(b) as amended by section 402 should only

be able to avail themselves of nueh rrivilego bj becoming

members of system. This would be of benefit to banking

structure and to such new members as join. Thom appears to

be no good reason why a bank Ahich stains to be sound should

avoid the responsibility of a connection with the system which

provides such bank with its needs. anserely hope your view

will be in assordanoe with mins."

ncratir Rontr.oN
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Intended to be proposed by Mr. Glass of Virginia to the bill

(S.320) to nrovide for direct loans by Federal reserve

banks to State banks and trust companies in certain

cases, viz:

On page 1, line 6, strike out the word "section"

and insert in lieu Lhereof the word "sections".

On ioage 1, line 7, strike out everything commencing

with the words "sec. 40/:.", through and including the word

"condition" at the end of line 12, on page 2 ena insert in

lieu 4hereof the following:

"Sec. 404. During the existing emergency in banking,

or until this section shall be decle red no longer operative by

proclamation of the President, but in no event beyona the period

of one year from the date this section takes effect, any State

bank or trust company which desires to discount wiLh or obtain

advances from a Federal reserve ban 'q- but which is not a member

of the Feceral eserve System, shall apply for membership in

the Federal Rei;erve System in the manner prescribed by Section

9 of the Federal Reserve Art, as amended, and, pending final

action upon such applicetion, the Federal reserve bank, subject

to regulations prescribed by the Federal !leerve Board, may

discount paper for aml make advances to such bank or trust

company on the seme terms and conaitions as it is authorizeo

MI17239
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to discount paper for and make advances to member banks. Be-

fore any such discount or advance is made, the applying bank

or trust company shall :ieposit Tith the Fe:Aeral reserve bank

in a special account the amount which it would be reouired to

pay on account of its subscription to the capital stodk

thereof upon admission to membership in the Federal Reserve

System; and, during the time that sunh bank is indebted in any

way to the Federal reserve bank, it shall be subject to the

provisions of the Federal Reserve Act and the reEulations

thereunder arplicable to member banks. If the application of

such StFte bank or trust company for membership be approved and

it sha-,11 fail to compTete its membership within the time pre-

scribed therefor by the Federal Tleserve Board, or if such appli-

cation be disapproved, such bank or trust company shall not

thereafter be entitled to any furth,=r privileges under this

section; but, in either event, when ell its inaebtedness to the

Federal reserve bank shall have been paid. or provided for, such

bank or trust company shall be entitled to the return of the

amount deposited on account of its subscription to capital stock

anu to the return of all other moneys, securities and other

property due to iL or held for it by the Yederal reserve bank.

Under such regulations as the Federal Reserve Boa.rd may pre-

scribe, the privileges afforded un6er this section to State
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banks and trust companies acplyinE for membership in the

Federal leserve System my be made available to State banks

and trust comamies applying for conversion into national

bankin,f associations. Notes, drafts, bills of exchange

and benkerst accences acquired by a Federal reserve lonk

under the provisions of this section shall be eligible as

security for circulatin notes iseued uncier the provisions

of the sixth 0Eragraph of Section 18 of the Federal Reserve

Act, as :'..,mended bd Section 401 of tris Act, to the s&me

extent as nJtes, drafts, bills of exchange or bankers'•

accecAi-nces acquired under the provisions of the Yederal Re-

serve Act.

"Sec. L05. With the view of facilitating the opera-

tions of tne Reconstruction Finance Corporation, incluciing the

makini7 of lor:ns to tAate banks pnd trust companies which are

not members of the Feoeral qeserve System, by increasing the

marketability of the notes, debentures, bons, and other such

obligations of that corporation, which are unconoitionelly

guaranteed by the Uniteo states, the Federal reserve banks

shall have the see powers (1) to discount notes, drafts,

and bills of exchange secured by such ob14.ations, (2)

to mal.re advances to member brnks on their notes secured by

such obligations, (3) to purchase and sell such obligations,
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and (4) to we all paper and obligations so acquired, as they

have with respect to bonds and notes of the United States.

"Sec. 406. Subsection (b) of Section 201 of the

Emergeny Relief and Construction Act of 1932 is amended by add-

ing at the end thereof a new sentence rea:ding as followeg

"'The statement showing the names of borrowers st.all

be made available to the Committees on Banking and Currency of the

Senate aild House of Representatives, respectively, for their

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

A-__
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Yr. Hamlin .

COPY

THE
FIRST NATIONAL BANK

CHICAGO

March fifteenth, 1933

Dear Mr.

Thank you very much for your nirjat letter with
reference to Senate Bill 320, Alhich passed that body
yesterday.

If you would care to express my feeling in con-
fidence to the menbers 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, arid
build a strong nationally controlled banking structure,
where the banks remain under State or Federal charter.

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

Mr. Chester Ubrrill, Secty.,
Federal iteserve Board,
dashinL4ton, D. C.

VOLUME 239
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Sincerely,

(Signed) M. A. Traylor
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C ONFIDEITTIAL

7ot for publication

=SI:2TE P=E1TTAGES OF MARCH 15, AITD MARCH 8, 1933

B-802

Ratio of total reserves

Federal to deposit and P.R.note

Reserve liabilities combined

Bank Mar. 15 - Mar.

Ratio of reserves in vault

and in Gold Settlement Fund
to deposits

Mar. 15 - - Mar. S

Ratio of gold with F.R.k;ent and Ratio of gold reserves to F. R. notes

in E;old redemption fund to F.R.
notes in actual circulation

Mar. 15 - Mar.

in actual circulation after setting

aside a 35,,s reserve against deposits
Mar. 15 Mar. 8

likston 52.9 47.0

7ew York 43.6 41.4

Philadelphia 39.3 41.o

Cleveland 45.3 40.9

Richmond 62.1 54.2

Atlanta 45.9 44.0

Chicago 50.6 
41-5.7

St. Louis 64.7 54.9

Illiinneapolis 49.9 45.8

Kansas City 59.6 58.5

4 Dallas 60.3 65.3

San Francisco 51.8 48.8

SYSTEM 49.1 45.6

35.4 36.4

35.1 35.6

39.3 43.2

42.7 _r)0.2

39.6 47.2

52.8 38.7

35.2 38.3

49.8 44.5

40.3 41.3

4o.o 40.1

35.9 41.5

35.0 37.8 

37.6 37.9

61.2

51.1

39.3

46.,;)

69.9

43.1

54.)1

71.6

5_5.5

71.5

94.6

59.5

52.6

14.5.3

40.2

42.5

56.o

46.2

47.3

59.2

47.3

67.5

97.9

53.9

61.3

51.1

141.0

49.7

71.5

50.4

54.5

78.5

55.6

74.6

95.8

53.3

46.7

42.9

59.2

47.7

48.0

63.3

49.6

70.0

107.5

59.5 55.2

54.8 49.1 1 56.0 50.4

FEDERAL RESERVE BOARD

DIVISIOY OF BAIT OPERATIOYS
MARCH 17, 1933.
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Richmond Vt 4:25 PM Mar 17

rorrill - Washington

Twill 1893.

'Washington, D. C.

Revised .conate bill 320 appenrs to eliminate

the conspiouous dangers in the original bill and can hardly be

objected to, under the circumstances.

zJeay

4:31 pa

REM;6239
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Maech 20, 1933.

There are now two vacancies o n the Federal Ret-1,!rve Do..:erdt

1. Term of Govraor l'oung who resiammiust as 193u.
His ten year tens would have exnired an
Aucu.st 9, 1932, :Ind the new tem began
wigust 10, 1932. This vacancy hat existed
in .'act since August 31, 1930, when
Governor nun: reoi,7ned.

9 Term of W. ,* liaape, Dirt farmer.
Apointed May 18, 1931.
Tern ernired January
Renominated by over but not confixtiod.

iince the beginning of the Federal Reserve f;ystera, the following
appointamts (including :Appointments to fill vacancies) have been
made br, tha respective rmaidents:

etki-nt "Alston:
5 :)ftiocrats.

1 'imaecrat.

President Coolid.ro:
2 AmocrAs.

l'asesident Hoover:
1 Deuocr..t.

4 Republicans*

4 Renublicnes

2 :lejublicans.

1 Republican.
1 liemlaia:in not canfiriled.

Of the present Democrats on redcral Reserve Board - Miller, Hamlin
.nd James . oz.oh one was reapp ,inted by a ite)ublican kresident,
and confiraei by a Republican Semte.

- I 11-

ayland ".
Appointee:. by Foleral Reserve noard:

DirPotor of Ccaba Branch. Sel)t. 17, 1927.

Class 0 Jirector of Pederal Reserve Bank
of -aneas City, liay 14, 1930.

VOLUMF 239
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Way1and MaLlee (Contld.)

Apjointed bj:'resident HoovIr:
14ftiber of Federal Reserve Board, May 18, 1931.

;ttu),y)ointed by President Hoover.
Jot confirmed.
'`.1.tra expired. January 24, 1933.

ablf-

The lederal eserve Board terms were orizina14 st-_,.,-red. into
terns of 2, 4, 6, 8 na 10 years.

Tb.0 reason was that Congreso intended that no Vrenident faould
ap-)olat more than two rietabers of the Board iurin his term of office.

HesiL;natiuns, deaths, and the creation ofanalditional mmmber -
the dirt fanner have interfered with this ?lan, but during the
term of President lieovcr, he haa two antments to make (the dirt
farmer made 3.)

resident Aootievelt hz.ls now two vacancion to fill, and during
his tern two nom will f_11 in, ri_kin,7 four in all.

Addin, ex..officio swab-ere, he will h.lve durinc his present
term six appointa,mts to Ji0.7.e.

•••
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Pittsburch Penn 1133A LB

:411c..7crie •yt.7."

• uskr.,

desire: to call your ettention to e. serious eituf tion that les

arisen in the Cleveland lissom District -!eriously Elffecting

many taticrirl banks in Western 4 ennsylvc-nik.. Undouttedly

partiality is 1.,eir4 *lisown t tbe 741)11 Lank Greta', of benlcis, tke

they lavo all been permitted to open on the verbel assurance

that thr2ir capital structure itoulet be reverse before tzi. en(' of

nineteen thirt.f three while tix other nationta b nks vitG txre in

opposition to the Yell bank are required to ixnedietely Eldjust

their *mita' structure -:11),i ':oulo respectively large titst

i4nrediate investiKation be letde of tnese conditions as drastic

action is tnreetened bze !:xatniner l'Aylor against *11 thee*

banki by next ineadety or else you will hava a baskivp *sandal

of the first '.aFnitude in this district STOP Prete of these

charge* is easily obtainL,ble

itscan AWSOILIKOG

VOLUME 239
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Joseph Cuffey

Q.jtD) To

OC DI tiarch 18, 1933,
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III COPY 111

FEDERAL RESERVE 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 obriaus 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 devised; uut 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, disclosed 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, ana to tell yau that from

what I had seen in Baltimore I was convinced that the banking system of the

country could not stand a week unless autocratic methods were used to controll

the situation. After talking to Vest I saw that yau and he evidently knew

better than I how close we were to collapse.

VOLUME 239
PAGE 77

u 7

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



a.

•

2

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 sieze 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. Everyone

inside 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 a long hard fight;

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 apAication blanks for

membership by a state bank.
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(Suggested for consideration by 1
C. S. Hanlin.)

1. Issue the order at once.

2. Provide in the new o:der:

(a) That gold will be licensed for legitimate export
transactions not involving hoarding or i;ivi

(b) Licenses will be issued to obtain gold from Federal
reserve banks for meAing any gold obligation
maturing within three months, When fold is
S whether the obli,7ee is at home or abroad.

(c) Point out that any citizen or foreigner residing in
the United States demanding and.rxeceiving gold,
is subject to the -oroclamation requiring its
iH mediate return.

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

IMO •••••••
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/144
A. C. M.
March 22, 1933

zu 14t41/
Ai a A4.004-1-edet

The Federal Reserve Board stpted that there has been

A gratifying return of gold to the Federal reserve banks follow..

ing the ennounr.ed request of the Yederal Peserve Board an

!larch 8th to Federal reserve And ether trn;Ls to supply n list

of nemes of nersons who have withdrawn gold beginning /February

first of this yeer end Who have not returned it by l!erch 27th.

mo dee bout 000.100,000 of gold end gold certificptes have

been turned in to the Federel reserve banks. Af+er renorts

hrve been received from Federal reserve banks on rerrh 27th.

the It.oard will decide whether to ask the President or the sec-

retarr of the l'remsury to invoke the emergency powers possessed

by them in order to bring back am! pold withdrawn for hoarding

which has not been returned.
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liarch 14, 1933.

Honorable Carter Glass,

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 re. ixve banks to state banks and trust

com,panies in certain cases°, was considered by the appointive members of

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

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

highly inadvisable and prejudicial to the best interests of the Federal

Raserve 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 pro osed legislation.

Sincerely yours,

Goveraor.

VOLUME 239
PAGE 92

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



v-
• •

4t1 S°4414/4+tt 1,444f

AiaNDWEPT

Intended to be proposed by Mr. Glass of Virginia to the bill

(S.320) to provide for direct loans by Feaeral reserve

banks to State banks and trust companies in certain

cases, viz:

On page 1, line 6, strike out the word "section"

and insert in lieu thereof the word "sections".

On rage 1, line 7, strike out everything commencing

with the words "sec. 4U", through and including the word

"condition" at the end of line 12, on page 2 ana insert in

lieu 6hereof the following:

"Sec. 404. During the existing emergency in banking,

or until this section shall be dech.red no longer operative by

proclamation of the President, but in no event beyond the period

of one year from the date this section takes effect, any State

bank or trust company which desires to discount with or obtain

advances from a Federal reserve ban but which is not a member

of the Federal eserve System, shall apply for membership in

the Federal Reserve System in the manner prescribed by Section

9 of the Federal iei,erve Act, as amended, and, pending final

action upon such a-oplici,tion, the Federal reserve bank, subject

to regulations prescribed by the Federal 4eserve Board, may

discount paper for an make advances to such bank or trust

company on the same terms and concdtions as it is authorizeo

12b145239
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to discount paper for and make advances to member banks. Be-

fore any such discount or actvance is made, the applying bank

or trust company shall :iepo&it Tith the Fes:keral reserve bank

in a special account the amount which it would be reouired to

pay on account of its subscription to the capital stock

thereof upon admission to membership in the Federal Reserve

System; and, during the time that such bank is indebted in any

way to the Federal reserve bank, it shall be subject to the

provisions of the Federal Reserve Act and the regulations

thereunder aTTlicable to member banks. If the application of

such State bank or trust company for membership be approved and

it shall fail to complete its membership within the time pre-

scribed therefor by the Federal Reserve Board, or if such appli-

cation be disapproved, such bank or trust company shall not

thereafter be entitled to any furth privileges under this

section; but, in either event, when all its indebtedness to the

Feaeral reserve bank shall have been paid or provided for, such

bank or trust company shall be entitled to the return of the

amount deposited on account of its subscription to capital stock

anu to the return of all other moneys, securities and other

property due to it or held for it by the Yederal reserve bank.

Under such regulations as the Federal Reserve Board may pre-

scribe, the privileges aftorded un6er this section to State
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banks and trust companies acplying for membership in the

Feaeral qeserve Sirtem my be made available to SLate banks

ana trust comnanies applying for conversion into national

banking associations. Notes, drafts, bills of exchange

and bankers' acce',Dtznces acquiru by a Federal reserve lw,nk

under the provisions of thin secLion shall be eligible as

security for circulating noLes isE,ued unrier the provisions

of the sixth pEragra.ph of Section 18 of theTederal Reserve

Act, as 7:mended bd SEction 401 of this Act, to the s&me

extent as nJtes, drcfts, bills of exch,=.nge or bankers'

accerAances acquired under the provisions of the iederal Re-

serve Act.

"Sec. L05. With the view of facilitating the opera—

tions of tne Reconstruction FinEnce Corporation, including the

makinc of lor,ns to :Aate banks and trust comoLnies which are

not members of the Feoeral System, by increasing the

marKetability of the notes, debentures, bomas, and other such

obligations of that corporation, %pi-lick) are unconoitionFlly

guaranteed by the Unitea States, the Federal reserve banks

shell have the senle porers (1) to discount notes, drafts,

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

to make acivances to member brInks on their notes secured by

such obligations, (3) to purchase and sell such obligations,
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and (4) to use all 'paper and obligations so acquired, as they

have with respect to bonds and notes of the United States.

"Sec. 406. Subsection (b) of Section 201 of the

Emergency Relief and. Construction Act of 192 is ,amended by add-

ing at the end thereof a new sentence reading as fontows:

"'The statement showing the names of borrowerwsLall

be maae available to the Committees on Banking and Currency of the

Senate aiid house of Representatives, respectively, for their

confidential information, and shall not be made publi!.1.1"

SI
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.S.4.t4tA

Curtiss
Boston

Case
New York

Austin
Philadelphia

Williams
Cleveland

Horton
Richmond

Newton
Atlanta

Stevens
Chicago

Wood
St. Louis

Clark
Minneapolis

March 15, 1933

McClure
Kansas City

Walsh
Dallas

Newton
San Francisco

TRANS For the confidential information of board of

directors and Governor of your bank there is quoted below a copy

of a selfexplanatory 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 14: qUOTH 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 eases',

was considered by the appointivo members of the Federal Reserve

Board, and we are unanimously of the opinion that such a law, even

with the changs 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 proposed legislation.

UNQUOTE

Morrill
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Denim, Famaber Clavelmai
antes•&my a. 114hammil
Misten - Slack - Atlanta

VMS

/tarok 14, 193

Strews MeWool - Chios m

*cad liartin Louis
Bann aisnry • ittaissarolis
lieClure lanana City
'slab Visittamey • Dallas
Newton Callelas San Transisoo

The telloulnr, 3211, rsse*A tl,ta NpuNtsi tut transrittal

. to the Nem of :ftkprosentatives has Imo withholiii ' con-

es mien a IlletIOU to remiousiderit -`,Astei dt Bill To provide ter

direst lima isir Federal resoric basks to *tats banks and trust

tostpastos in aertain eases.

is it *tooted by the lasts sad House of Popressatatives of th
e

Salted = totes of A/aeries la Cowes* asesnbtsdi

it the AA entitled *An Asit to provide relict in the enistisks

matisnal assrgssey in honking, and for other rummies% approved

Nara fie 12$3a to suissitod by adding* tits and thereof the 
follow-

Ins nos mistime

*See. 4041. During the existing miorgancy in bankiut or until this

smitten shall be *retired ne leagor operrAivo by proclamation of

the ?resident ltrt in no euevi beyond the veriod of ono year trcat

the date this seettes Wows *Mot« any stet* bulk or trust scsk-

pow sot a amber ot the Tederal reserve system may apply to
 the

1.1111011 rellerve book is the distriet in *Myt
h it is looted end

eatein fres said Yoderal reserve beek dim* leans under the

tenas provided in section 10(b) it the 1Peders1 Reser* Act, as

essivied by seettes 402 of this Acts Provided. llat all applioatipis
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tor week lease Akan 'he sememieeted liftratAtirritibils atTrovla of

the State iisekte‘dievartment or soMMISOisn of this Ltats from

ohich tbe State book or trust eqmpogy basrstvsd Its charter

sod a statement tram the maid Stats basktag department or sow.

eassion that to its jedsnent said :itate tank or trust company

is 'am aimed essettamw" linmets•
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COPY

Trla mai

FMERAL RISMVE BOARD

WASHINGTON

•

Curtiss - Young - Boston
Case - Harrison - New York
Austin - Norris - Philadelhia
Williams - Fancher - Cleveland
Hoxton - Seay - Richmond
Newton - Black - Atlanta

March 17, 1933.

Stevens - McDougal - Chicago

Wood - Martin - St. Louis
Bailey - Geery - Minneapolis

McClure - Hamilton - Kansas City

Walsh - McKinney - Dallas
Newton - Calkins - San Francisco

TRANS Referring Trans. 1667 and Trans 16r)g' the Secretary of the Treasury

has submitted to Federal Reserve Board following proposed revision of S. 320:

aa

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

state banks and trust copanies 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 'An act to provide

relief in the existing national emergency in banking, and for other

purposes', apnroved March 9, 1933, is amended by adding at the end

thereof the followincr new section:

'Section 404. During the existing energency in banking or until

this section shall be decl3red no longer operative by proclamation of

the ?resident, but in no event beyoni the period of one year from the

date this section takes effect, any state bank or trust camnany 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 discretion and after insnection and ap-?roval of the

collateral and a thorough examination of the ap)lyin bank or trust ,-

17
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comnany, may MAbB direct loans to such state bank or trust comnany

under the terms provided in section 10 (b) of the Federal Reserve

Act, as amended by section 402 of this Act: Provided, that loans

may be made to any applying non-mambe r state bank or trust comnany

upon eligible security. All annlications for such loans shall be

accompanied by the written annroval of the state banking department

or commission of the state fram Which the state bank or trust compan:,

has received its charter and a statement from the said state banking

deoartment or commission that in its judgment said state bank or trust

camnany is in a sourIC c:mdition. The nd:es renresenting such loans

shall be eligible as :ecurity for circulating notes issued under the

provisions of the sixth paragraph of Section 18 of the Federal Reserve

Act, as amended by section 401 of this Act, to the same extent as notes,

drafts, bills of exchange, or bankers' accentances acquired under the

provisions of the Federal Reserve Act.'

During the tine that such bank or trust company is indebted in any

way to a Federal reserve bank it Shall be required to comnly in all

resnects to the nrovisions of the Federal Reserve Act annlicable 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 Act 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 bill, reference

was probably intended to s ction 19 of the Federal Reserve Act 111:Q70TE
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In the light 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 annrove the

bill as presented by the Secretary.

Morrill.
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229gb

CUP'

San irancisco Mar 21 1152 am

LeClelland

ashn

He telephonic conversation please refer to cookseys wires Larch 13th

and 15th to loan agencies, the first commencing "under the provisions

of section 401" etc anu the other "In connection with loan applications

of all National Banks" etc.

Clerk

317p
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R March 13 710pm

Loan agency manager:

1319 Boston

b20 New York

B21 Phila

1322 Cleveland

1323 Eichmond

1324 Charlotte

1325 atlanta

1326 kiev Orleans

1327 Jacksonville

B28 Birmingham

COPY

B29 Nashville

1330 Chicago

1331 .L.etroit

1332 ;tLouis

1333 Littlerock

1334 Louisville

1335 finneapolis

336 tlansas City

B37 Omaha

B38 Denver

1339 OklaCity

1340 Dallas

B41 Elpaso

342 Houston

1343'oan !altonio

1344 an Francisco

1345 Los Angeles

1346 Portland

1347 Salt Lake

1348 Jeattle

B49 4okane

Under the provisions of section 401 at seq of the banking act of 16arch

nine nineteen thirty three comma a method is provided for national banking

associations comma or state banks which are members of the federal reserve

system licensed under the provisions of the executive order of Larch ten

nineteen thirty three comma to obtain currency through the federal reserve

banks atop this corporation is desirous of facilitating operations under the

new banking act and is anxious to give prompt consideration to applications

of borrowers to withdraw their collateral for the purilose of obtaining credit

nnd currency at reserve banks comma repaying this corporation in part and
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conducting their banking operations through normal channels. 'There

obligations to reconstruction finance corporation are to be paid in full

application to us is necessary. To accomplish this our borrowers will need

your as2iitance. It 7111 probably be necessary for them first to contact the

federal reserve bank of their district to determine comma which of their

rsasets comma will be acceptable to the federal reserve bank for discount or

pledge. Our austodians will be authorized on aonlic tion comma a.oroved by

the reconstruction finance corporation comna to release collateral for

transfer to themselves in their capacity colima as a federal reserve bank

comaa for the account of our borrower comma upon credit to .r account of the

,reeeeds for the liquidation of reconstruction finance corooration loans in

part. In rpnlAng recommendations for the release of collateral loan agency

managers comma members of their advisory committees and agency examdqers should

bear in mi:id the effect of such release upon the unpaid balance of any

indebtedness and beeesured that the position of corporion is not impaired.

CoOksey

72Ip
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CCPI

LOAN AGENCY

ErMB

Mar 15 015141

63 BOSTON 74 MO 86 HOUSTON
64 NEWYORK 75 DETROIT 87 SAXANTONE
65 PE/LA 76 TLOUIS 88 SUTRAS
66 CLEVELAND 77 LITROK 89 LOSANGELES
67 Rieman 78 LVILLE 90 PORTLAND
68 °HARLOTS 79 MPLS 91 SALTIAKE
69 ASMA. 80 KAS CITY 92 SEATTLE
70 MMWORLEArTS 81 OMAM 93 SPOKANE
71 JAXVILLE 82 Dana
72 BEAM 83 OKIACITY
73 NASIVILLE 84 LIALLILS

85 ELPASO
IN CONNECTIOk WM LOAN APPLICATIONS OF ALL NATIONIZ BANKS AND
STATE BALMS WHICH ARE MEMBERS OF THE FEDERAL RESERVE SYSTEM,

PLEASE OBTAIN FROM SUCH APPLICANTS A STATEMENT AS TO WHETHER ThLx

HAVE APPLM TO THE TJDER.L RESERVE BANKS or THEIR RESPECTIVE

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

SHOULD BE ENCOURAGED TO OBTAIN THE NECESSARY CREDIT AID CURRENCY
FROM THE FEDERAL RESERVE BANKS STOP IN SUCH CASES CREDIT AND

CURRENCY CANNOT BE OBTAINED FROM THE FEDERAL RESI2T1 BARKS YOU
SHOULD REPORT ALL THE FACTS TO THE CORPORATION IN CONNECTION WITH

YOUR RSCOMMENDATIONS INCLUDING THE REASONS FOR THE INABILITY TO
OBTAIN CREDIT AND CURRENCY FROM THE FEDERAL RESERVE HMS STOP

ALSO PLEASE TAKE UP THIS WESTION WITH ALL 11251(BUNAU APPLICANTS

WHOSE AI2LICATION$41611 FENDING OR WHOSE LOANS HAVE NOT BEEN
DISBURSED STOP IN MIT OF WITHDRAWAL OF ANT SUCH RENDING

APPLICATIONS OR LOANS PLEASE ADVISE PROMPTLY BY TELEGRAPH.

COOKSEY.

624P
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Form No. 181 •

Office Correspontence
FEDERAL RESERVE

BOARD

Mr. Hamlin  Subject:

Frmn Mr.  Goldenweiscr

•
Date  March 2L,  19-3

GPO

The attached memorandum on the decline in the cost of living,

prepared by Miss Joy of this office, may be of interest to you.

VOLUME 239
PAGE 113
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Form Ng. 131

Office CorresponfPence
To Mr. Goldenweiser 

From  Miss_IgY

FEDERAL RESERVE
BOARD •

115, 1933__

Subject: Decline in the Cost of  _Living

(APO 2-8495

The :conomy Act just passed by Congress provides for the reduction of

salariec of employees in the Government service in proportion to the decltne

in the cost of living from the first six months of 192g 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
cost of living in the United States during the six months
period ending June 30, 192g, 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 II  the cost of ng during such period. The President
is further authorized to make a similar investigation and deter-
mination of an index figure of the cost of living during the
six months period ending December 31, 1932, exid each Rix months
period thereafter."

The only existing reports froin 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. C.
(Index nos. 1913=100) (Index nos. Dec.1914=100)

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 wuuld be comparatively little difference in

a more coTprehensive index. Any index is IL:rely to show a greater decline

than 15 per cent.
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:evertheless, whSn cost of livine indexes become the legal standard

for wage fixing, it cannot be too strongly urgea that the Government make

a modern inquiry into the cost of livinr, and construct an index based upon

the buyine habits of 1933, rather than of 191S.

The present index of the Bureau of Labor Statistics represents the

cost of livine for workingmen's familics, while most Government amployees

are clerical workers and professional people rather than skilled workmen,

and their mode of living is =a -r12-different. Any adequate cost of

living inquiry waald shor costs of different standards for different income

zroups. The principal difference among income groups is that as income

increasee, the proportion spent for food and other subsistence iteTs

declines, and the proportion allotted to education, insurance and other

savinas, recreation, and other riscellaneous items, increases- The Bureau's

inI- x assumes aII expenditures form 38 per cent of the total, which,

for any but the very low income groups, is absurdly high. The Yational

Industrial Conference loard, for example, gives food a weight of 33 -er

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

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

-rade 15 years azo--in 191g. Since that time the things we buy have dhanged

enormously, yet the list of commodes on which prices are collected has

changed only rhen market condons :rade particular commoes obsolete.

There is no better evidence of the obsolete character of the budget of

1918 than the list of articles for which the Pureau collected prices as

late as 1923. They include two quotations on men's high shoes, and for
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the ladies, prices for nine different kinds of muslin underwepr--which

surely cannot be bou2ht at any price today--cotton stockings only, two

quotations on high shoes, and one oa serge by the yard. It is to be hoped

that these items have been replaced by modern low shoes and the silk

stockings and silk and rayon underwear of '933, and it is probable that

most of them haye been.

7owever, this is nothing but a guess, for the items that now make up

the index are not ',clown, e7cept for the food items, since the last pub-

lished description of the index was in 15?3, and the acting director of

the Bureau reports that no current list is available.

More serious than out-moded auotations are the omissions fro-1 the

index. Oonspiauous among these are automobiles, automobile repairs, gaso-

line, tires, radios, and all the electrical devices which cane into vogue

sigtte 1518. Their omission cannot be defended on the ground that they are

luxuries, for in fact they are an accepted part of the stanaard of living

for most American families. Moreover, in determining the cost of living

the Government could hardly defend a position of insisting on salary

dhanzes for everyone from the charwomen to the President based on the cost

of alere subsistence.

We understand from Mr. Baldwin, Acting ahief of the Bureaa of Labor

Statistics, that no new investigation into the cost of livine is in con-

templation, notwithstanding the fact that the act is worded "The President

is authorized to investigate". An early publication of the list of
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articles on which quotations are obtained, and the weights given each

article, is due the public, at least, in view of the current interest

in the subject.
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MI. HAMLIN

925 Thestnut tract

•arch ;:.111-.A, 1933.

y dear t:ov or; or

•r. . (‘ st, Chairn of the hoard

of the Fidel1ty-,):11ndelp1zia Avast :orgeny, of this

cit:/, celled on me this afternoon and handed me a let-

ter, copy of which X enclose herewith. 1.-:e stated

tfrit nt had addressed the letter to Yrs te a pereonal

one from himself as an indivieluel, rattler then as a

bazar officer.

vr. Gest was treined as e lawyer, and it. a

very thoughtful ene conscientious !rex. i venture to

tilink that it is worth while to for..-!rd n copy of his

letter to you, for suet., c.-6nsideration em you or the

'Jecretary of thcf 'reamizy ray deem proper. I am,

very truly yours,

on. liFene Cfvferror,
!federal • 'e'er?* rd,

.asi..inirton, 0. C.
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135 South broad ..;treet,
a.

arch 21, 19'32:,.

(Wargo - sq.,
Fbiladelphia,

'jeer Cover or : orris

I ventur,. to write to you ts one close to ttie eouneels

at the 001,021111Ieet riA the Yedera1 -.serve board, a few sugpeetions

alma the Mardi np of cold and the allied luestiona arisinf under

the hisrigeney kinence ACt.

lirst: It is most important it any new tbiag is made

crime by statute thet the arise 'Could be clearly defined. Board—

in F is r ot defined in the Act, and a grcet many people • have been

such isturbed by the fear that they, belting no wrong intent, may

be prosecuted for acts of no treat moment. In the 1,resent rether

tense state of ,-inde a prosecutioe riirkt have unfortunate reaction.

Swat, -people have brourht in household Fold pieces on rhict. tt.eir

children beve cut their teeth, and others also ',teems of no treat

value except for Sentiment. I lave, myself, ane Dollar cold ;•)iece

Fiven se in cbildbood, wti&l. I forgot ell about till I started to

write this letter.

';here is also a prevalent belii.f that tbe act, in spite

of its toms, does roztt include, or cannot reach aurreacy; so unless

tile public is further enlifhtened, them may be eoasiderable board.'

1n' of currmey *dot is so tract r.,,ore easily eolleeted than gold.

Seoond; The xet is in the nt, tux* of an e7: poet facto law,

which Ifilk y be held unconstitutional Si to pest offences. In this view

it is 17Infortunate that the severe penalties fixed in an act in v4ar

tlir 11 be transferred to an act in time of ;.eace.

Third: The eserve board has recently reqsested the eserve

Beaks to ask member bemire to report sold takes since a certain date

nig ask returned.

It her been the practice for banks to regard their transact

I ALS' with their clients as confidential and to decline to five such

information ualesti required to do so by subpoena issued frce. a court

of law. Is confide*** is essential to the conduct of such business.

The due touree of law preaufts notice to tk. defendant s who then is not

taken unaware by inf -,rmation which ,:xy be incorrect, and to which he

y have a leritimrte detease. o re Ire a bank to pive in orestion
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r3t, the der:end of an sanlullotrati we officer or of the reserve banks,
trensforma e bet& or balikiht of to a roverrivent informer.
Information so Fitton ray rut an 1-rocent person in ar; itrnominious
position, erts in case of frror, mipht subject the benk to drr:ages
for an action outside of its proper functions.

If the covernaent desires to enquire into sucti affair?, it
has the power to oddness the ri isite questionnaire to ellen citizen
or Glees of citizens esi it 7.e.:; select. •ifils is the ttoe. eonteinpleted
b7 the hill now pending in V). -egiulatize of "ernsylvrshir, w icr pro-
vides for a quesotionnare to be sent to safe rerters. '.1-ale this may
bc dondattned as inquisitorial, it has not the stTious fault of con-
demning the accused unheerd. a questionnaire could ,:ut the ;natter
both es t gold and currency clearly before citizens vt..o have t-reat
6ifficulty in unf!erstandinc the •uccoseive lews anti reguictions. In-
deee, no on car: tall whet the '..anking Law is now without a radio et
his side. I cannot find any passage in the .et tranting the °serve
Lens the authority to rergliire thi itzforration asked but of course
osembers are subject to exec:Auction, though such execination is pro-
vided for a different purpoee.

Fourth: osrdth4 i not confined to safe renters or clients
of banks, end the hunt for offenders, exclusively thmuch the burls,
may produce f3 reaction fleetest thof,e institutions *Lich will depend
pertly on tie extent to which they -.ay be required to turn informers.

rifth: I should perhaps h. ye :,entioned first the in,4ubitoble
fact !nut to rf-z!ire a citizoci to give up hie golt-1 or curreney is eL'ar-
ly in deroration of the richt of property. '; roperty under the constitu-
tional provieion should not be taken without due vrocess of 'nth The
et of Concrees and the roolaantior of thc resident provides no pro-

cess of law. -,.'rder these cirevisetseees it is importast that a reviler,
gensre.l, end irnprrtiel eLthoo. should be adnpted of sepplyinp the Gov.
erreeent's neoestqtiee. I do not (levy that fold may be affected with a

tiic interest, but that interest should be preteetal by a leFislative
sanction anA a judicial pr•cese.

La crmclusion, we all !1,-,z,w thc.t a great shine. has fallen on our
constitutional system. The Oritine.1 princqple, lailleed in the words of
rofesatse Eurcess, the sdallintise principle was that the individual

ci titles an 7er. or in these jnited Lqates was exempt from any power or
control by the "rifted q.Astes Covernment. except Titer such power or con-
trol was expressly vested by the Constitution of ths Unit t.tottts in
said Governme t, or reesceekly and necessarily implied in such expressly
'carted power or control. (Chances in onstitutional T)eory, p. 18).
In Another pleoe (p.1) *The Coverowent of the United Ststee is now in
principle autocratic*.

Ir the extreordinery crisis which the breekdcwri of representative
government has brought upon us, it is most important tte.t those clothed

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



fair Ex

with extraordi nu ry :Id ultra es netitut tonal pollerp shoult1 exercise

them with perft et eqoality and by impart' Acta mttbods.

Very truly yoinret

(Pipped)

w. F.
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(Letterhead of)

1M CONSTRUCTION FIZUNCE CORPORILTION

Washington

Marsh 23, 1933.

Ur. Chester Secretary
Federal Reserve Board,
Treasury Building,
7;ashington, D. C.

Dear Mr. Lorrill:

In compliance with your telephone request,

I take pleasure in inclosing a copy of the telegram

sent to all Loan :.gency Managers today revoking certain

previous telegraphic instructions to them.

-inoerely yours,

(Signed) G. R. Gooksoy

Secretary.

Incl.

VOLUME 239
PAGE 117 '3
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Mar 23 1933

To all Loan Azener ikusagirst .

Instructions contained in previous Tares that national banks

and member state banks which have obtained loans from the

corporation or which are applying to the corporation for loans

be encouraged to obtain credit and currency from the Federal

rose:eve banks in lieu of loans frog the corporation are revoked

until further notice

Cooksey

Via leased wire
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