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Form F. R. 131 411 BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

Office Correspondence
To  The Files

From Mr. Coe

•
Date  Au:6-11st 12, 1941

Subject: 

After correspondence with Mrs. Hamlin (see letters of May
25 and June 4, 1941) the items attached hereto and listed below,
because of their possible confidential character, were taken from
volume 260 of Mr. Hamlin's scrap book and placed in the Board's
files:

VOLUME 260

Page 29 
Memo to Mr. Goldenweiser from Ir. Gardner re Mr. Hamlin's in-

quiry regarding the Bank of Canada and the situation in
England, France, and Belgium.

Page 48 
Memo to Mr. Hamlin from Mr. Goldenweiser re increase in prices.

Page 61
Memo to Mr. Hamlin from Mr. Goldenweiser re War Debt Funding

Agreement and the Hoover Moratorium.
Page 66

Memo regarding recommendations of Federal Advisory Council as to
Eligibility of Paper for Discount.

Page 67 
Memo to Mr. Goldenweiser

regarding the Thomas
Page 91 

Memo to Governor Eccles
Council.

Page 92 
Earnings and Expenses of Federal Reserve Banks, March 1935.

Page 97 
Memo to Mr. Hamlin from Mr. Goldenweiser re operation of the

installment plan since 1929.
Page 115 

Memo to Gov. Eccles from Mr. Wyatt, General Counsel, re Eligibility
as a member of the Federal Reserve Board.

Page 131 
Industrial Advances by F.R. Banks, April 24, 1935. (Not for publi-

cation)
Page 133 

Memo to Gov. Eccles from. Mr. Goldenweiser re Professor Sprague's
testimony.

from Mr. Morse re Mr. Hamlin's inquiry
silver amendment.

from J. M. Daiger re Federal Advisory
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•
Form No..131

Office CorresponAnce
To Mr.  Goldenweiser 

From Mr. Gardner

FEDERAL RESERVE
BOARD

Subject: Mr•

iir r..44
Date March 232 1935

Hamlin's inquiry regarding the

Bank of Canada and the situation in

England, France, France, and Belgium

In accordance with Mr. Hamlin's request of March 19 regarding the

Bank of Canada, there is attached a summary of the most important provisions

of the Bank of Canada Act of 1934. The bank began operations on March 11, 1955.

Its first balance sheet shows liabilities largely composed of notes and de-

posits, and assets chiefly in the form of gold and Dominion Government secur-

ities.

Mr. Hamlin's other inquiry relates to price difficulties in

Great Britain, France, and Belgium. The British position at the moment seems

reasonably strong. Since the suspension of the gold standard in September,

1931, and the imposition of a general tariff, British export trade has improved,

industrial production has risen above the 1929 level, and unemployment has been

greatly reduced. The budget remains balanced. But the dramatic collapse of

the pepper pool early in February followed by a setback in the security markets,

the disturbing talk about the fate of the pound in Parliament, and the possibility

that there would be a general election in the spring leading to the overthrow

of the conservative financial policy -- such influences as these were sufficient

to lead to some withdrawal of capital from London and produce a decline of 2 per-

cent in sterling on the exchanges. It is probable that the effect of the

capital movement could have been offset by energetic action on the part of the

British Exchange Equalization Fund, but the willingness of the British author-

ities to use their resources to prevent a decline in the pound has been weakened

by their belief that the pound is overvalued in relation to the dollar. During
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the recent episode the Fund appears to have been active only when the

exchange market was getting out of hand.

The difficulties of France and Belgium are of a more fundamental

character. They may perhaps best be suggested in terms of the table attached

to this memorandum, showing various data 41:f the years 1929, 1932, and 1934.

The data are in the form of index numbers, based on the period 1927-1929, i.e.,

the period during which the world as a whole was on the gold standard. The

first section of the table shows the price of dollar exchange. It brings

out the fact that if nothing else in the picture had changed, the decline in

the dollar would have reduced American prices in competition with England to

96 percent of the 1929 level and in competition with France and Belgium to

60 percent.

As a matter of fact, other elements in the picture did change

considerably. Prices fell in all the countries concerned. But even whole-

sale prices, which are the most sensitive, have not fallen in France and

Belgium enough farther than wholesale prices in the United States to com-

pensate for the decline in the dollar. Cost of living indexes, which probably

come closer to movements in wages than do wholesale prices, have actually

declined less in France and Belgium than in the United States. This suggests

that there has been a heavy sacrifice of profits in the export industries

which must sell at world prices while their costs are based on the domestic

wage and price structure. The pressure on the gold countries has been par-

ticularly severe in the last two years during which the United States as well

England has had the advantage of lower exchange rates, and the table shows
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that merchandise exports declined in value in France and Belgium between

1932 and 1934. During the same period the value of merchandise exports in

England and the United States increased, particularly in the case of the

United States.

The physical volume of industrial production has also increased

substantially during the last two years in England and the United States,

while in France and Belgium an increase from the depression low in 1932

was followed by a renewed decline after the United States left the gold

standard. The experience of the Netherlands and Switzerland has been

similar to that of France and Belgium, and it is evident that the European

gold bloc occupies an extremely difficult position.

Why Belgium in particular should prove to be the weak link is

less obvious. It is certainly not alone in having a budget deficit with

which to contend. But there have been banking difficulties; and devaluation-

ist sentiment is stronger in Belgium than in other members of the gold bloc

since Belgian industrialists are in more direct competition with those of

England and the United btates. The growing pressure of this sentiment has

rendered Belgium susceptible to the sort of speculative attack that was

recently made upon its currency.. That the Government should have met the

attack by destroying the free market in exchange, thereby suspending the

gold standard, before any appreciable reduction had been made in the large

gold reserves of the National Bank of Belgium is evidence of the apprehensions

of the Belgian authorities. The authorities in the other gold bloc coun-

tries appear to be less apprehensive and more willing to make use of their
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gold resources; but in view of the fundamental difficulties of their posi—

tion, a substantial outward movement of capital may lead to modifications

of the gold standard in any member of the gold bloc at almost any time.
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BANK OF CANADA

(Act of July 3, 1934)

Ownership and control - Shares may be held only by British subjects resident

in Canada and Canadian corporations owned by them, to a maximum amount of 50

shares. Original capital $5,000,000 with shares of a par value of 850. No

chartered bank or employee, etc. of such bank may hold shares. The Minister

of Finance must subscribe to all shares issued but not subscribed for by the

public within a reasonable period. All of the bank's present capital is pri-

vately owned.

Board of Directors - The Board of Directors is composed of the Governor,

Deputy Governor, Deputy Minister of Finance (or a representative chosen by him

from the Department of Finance) who shall have no vote and 7 directors elected

by the shareholders from diversified occupations for terms of 5 years. The

remuneration of the directors is fixed by the Board of Directors and must be

approved by the shareholders but must not exceed in the aggregate 820,000

per year. Each director must hold 10 shares of stock. The directors appoint

for terms of 7 years the Governor and Deputy Governor, with the consent of

the Governor General in Council, and determine their salaries. Neither the

Governor nor Deputy Governor may be civil servants or members of Parliament

or,a provincial legislature. The board has the power to,

1. Supervise and control the business of the bank,

2. Determine the minimum rates of discount,

3. Select one director for the Executive Committee,

4. Review decisions of the Executive Committee, and

5. Request of the Governor in Council that the bank's reserve
requirements be suspended.
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The Governor shall on behalf of the board have the direction and

control of the business of the bank, with the authority to act in all matters

which are not by law specifically reserved to be done by the board, Executive

Committee, or by a meeting of shareholders. Concurrence of the Governor is

necessary for all actions and decisions of the board and Executive Committee.

The Governor holds office for his 7-year term during "good behavior."

Executive Committee - The Executive Committee is composed of the

Governor, Deputy Governor, the Deputy Minister of Finance (or his representative),

and one of the directors selected by the board. The committee may deal with any

matter within the competence of the board but its decisions shall be submitted

to the board at its next meeting.

Profits - Profits after payment of a cumulative dividend of 4 1/2 nercent are

distributed between surplus and the Government as provided in the Act.

Note issue and reserves - Notes of the bank ahEll Be legal tender. The law

provides that over a period of time they shall largely replace chartered bank

notes in circulation. Chartered banks must maintain a minimum reserve in Bank

of Canada notes or deposits of 5 percent of their deposit liabilities. The

Bank of Canada is obliged to maintain a minimum gold reserve of 25 percent

against its notes and deposits. It is also obliged to sell gold at the statu-

tory price in bars of 400 fine ounces but is not obliged to buy gold. The

Governor in Council may relieve the bank of its obligation to sell gold and, at

the request of the board, suspend the bank's reserve requirements.

General business - The bank may,

1. Buy and sell gold and silver,

2. Buy and sell domestic and foreign bills of 9G-day maturity,
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3. Buy and sell, on certain conditions, long- and short-term
securities of the Canadian provinces, British Dominions,
United Kingdom, United States, and France.

4. Make secured advances to Canadian banks and the Dominion and
Provincial Governments,

5. Make limited unsecured loans to the Dominion and Provincial
Governments which must be repaid within the quarter following
the end of the fiscal year, and

6. Accept noninterest deposits from banks and the Dominion and
Provincial Governments.

The bank must purchase newly-mined Canadian silver during 1935,

1936, and 1937 to a maximum amount of 1,671,802 fine ounces in any year

when required to do so by the Minister of Finance.

The bank acts as fiscal agent for the Government without charge,

Other provisions - Any profits from the increase in the value of gold resulting

from a change in the monetary standard of Canada shall accrue to the Govern-

ment. The affairs of the bank shall not be wound up unless Parliament so

provides.
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DATA BEARING ON INTEENATIONAL POSITION OF FOUR COUNTRIES

(Indexes based on 1927-1929 = 100)

Price of dollar exchange
1929
1932
1934

Wholesale prices
1929
1932
1934

Cost of living
1929
1932
1934

lierchLndise exports
1929
1932
1964

Industrial production
1929
1932
1934

I United
States England] France Belgium

100.0 100.1 100.1 100.0
100.0 138.7 99.8 100.0
100.0 96.5 59.7 59.8

99.0 97.9 99.0 100.5
67.7 72.9 64.7 75.3
78.1 74.3 58.2 55.8

99.4 99.4 105.6 104.8
77.9 87.3 100.0 87.6
80.2 85.5 98.1 83.3

105.2 100.1 96.2 106.8
31.7 49.6 57.8 50.7
42.0 53.3 54.2 45.9

106.2 103.5 110.5 102.8
57.2 86.3 76.4 71.1
70.6 102.2 78.8 69.0

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



Form No. 131

Office Correspontence
To Mr. Hamlin

From

FEDERAL RESERVE
BOARD Re April 5, 1935

Subject: Increase in the price of

Mr. Go1denweisff j w Dr. Locke shoes

Production costs in the shoe industry have changed little

during the past year, so far as we can tell from material avail-

able for the industry as a whole. They are, however, considerably

higher than in the early part of 1933. Any large recent increase

.in the retail price of shoes attributable to rising production

costs would reflect lags in various Price adjustments.

The cost of producing specialty shoes, such as Dr. Locke

shoes, might differ widely from the cost for large scale production

f standard shoes. An increase in the retail price of Dr. Locke

shoes from $9.00 per pair to $10.50 per pair as a result of re-

cent increases in the cost of material and of labor would appear

•to be a talking point rather than a statement based on facts.

VOLUAE 260
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Form No. 1.3L

Office Coriesponfence
FEDERAL RESERVE

BOARD

To  Mr. Hamlin Subject:

From Mr. Goldenweiser

• ;4-4144
Ehae April 4, 1935

GPO 16-852

In connection with your recent inquiry, I am sending you two

memoranda prepared by Mr. Thorne and Mr. Uurrie coverinc: the two

points in which you were interested.

VOLUME 260
PAGE 61

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



FormINo. 131

Office Correspontence
To  Mr. Goldenweiser

Front Mr, Thorne
/

FEDERAL RESERVE
BOARD

Subject:

te April 5, 1935  

Mr. Hainlints inquiry

ern —852

Under the War Debt Funding Agreement and. the Hoover

Moratorium, the British Government was obligated to pay the United

States 85,67O,765 on June 15 and M716701765 on December 151 1934.

Had these two payments been made, they would have been equivalent

to b401748,074 at the current rates of exchange; and a budget deficit

of L33,186,074 would have resulted for the last fiscal year instead

of the 1,7,562,000 surplus shown in the figures Published in the New

York Times on March 31.
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Form.No. 131

Office Correspontence
To Mr. Goldenweiser

From

FEDERAL RESERVE
BOARD 111

Date_ April-53 195S .

Subject: The necessity of going off

Lauchlin Currie the guld_atandard.

If we had not gone off the gold standard
voluntarily, it would only have been a very
short time before we would have been forced off.
The departure from gold was not responsible for
the passage of the Thomas Amendment. That would
have been passed in any case and would unquestion-
ably have resulted in a great outflow of caoital,
which would have taken the form of gold exports.
The Goldsborough Bill in 1932 was an innocuous
measure compared to the Thomas Amendment, and yet
the threat of passage induced an outflow of some
;3400,000,000 of gold.

The outflow of gold that would have resulted
from the enactment of the Thomas Amendment
would have been deflationary in its effect and
might possibly have resulted in increased hoarding.

The outflow of gold from England in 1931
and from this country in 1931 and in 1932 resulted
from circumstances which were much less alarming
to capitalists than the New Deal legisltion in
1935.

o 16
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Memorandum Regarding Re.tommendations of Federal Advisory
Council as to Eligibility of Paper for Discount.

On November 19, 1929, the Federal Advisory Council

stated that

"It is the feeling of the Federal Advisory Coun-
cil that consideration could well be given to liberal-
izing the provisions of section 13 of the Federal Re-
serve Act, pertainin6 to eligibility of paper, in a
manner not inconsistent with the proper functioning
of the Federal Reserve System."

On November 18, 1930, under a topic relating to

"Eligibility for rediscount of notes of finance companies"

the Federal Advisory Council made the following statement:

"The Federal Advisory Council has had brought to
its attention by the Secretary of the National Associa-
tion of Finance Companies the wish of the members of
that Association that 'the notes of finance companies,.4
given to the banks for funds to be used in financing
the sale of merchandise', be made eligible for redis-
count by the Federal Reserve banks. The Council does
not believe the rules of eligibility should be extended
to make such notes eligible for rediscount."

On September 15, 1951, under a topic entitled "hligi-

bility of securities in times of pressure" the Federal Advisory

Council made the following statement:

"The Federal Advisory Council sug6ests that the
Federal Reserve Board consider the advisability of per-

( 

mitting Federal Reserve banks in times of pressure to
accept from member banks bills payable on securities
not now eligible, the Federal Reserve Board to issue
regulations defining the conditions under which such
action may be taken."
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Form N9. 131 ktiut
'Office Co espon rice
To  Mr. Goldenweiser

r!r. MorseFrom aorm
0(1'.

FEDERAL RESERVE 
• 

Sefdti
WARD

Ehae March 29, 1955 

Mr. Hamlin's inquiry regardingSubject:

the Thomas  silver amendment

The Thomas silver amendment to the Emergency Relief bill authorizes and

dir-3cts the Secretary of the Treasury:

0-) to issue silver certificates at the monetary value (1.29 per fine
ounce) of all silver bullion held or acquired and to use such cer—
tificates for the redemption of maturing obligations;

(2) to pay out and keep in circulation all silver certificates returned
to the Treasury and all silver certificates issued in future;

(3) to exchange gold for silver on a fair v)rice basis, in his discretion,
and to issue silver certificates as above;

(4) to accept silver, in his discretion, at an agreed price in settle—
ment and adjustment of any balance due the United States.

The mandate to issue silver certificates upvto the monetary value of the

silver is a direct modification of the Silver Purchase Act which provided that

silver certificates should be issued "in a face amount not less than the cost

of all silver purchased" under the authority of the Act. Under the Silver

Purchase Act certificates have in fact been issued only to the cost price of

the silver acquired; hence the Thomas amendment would require several hundred

million dollars of new silver certificates to be issued and naid out on the

basis of silver already in the Treasury. Since the total volume of money in

circulation is determined by the needs' of the public, and since thesfneeds would

not be appreciably altered by the issue of silver certificates, the tendency

would be for an amount of money equivalent to the new issue to be turned in at

the banks, which would deposit the money in their reserve balances at the

Federal Reserve banks. In other words, the existing excess reserves of member

banks would tend to be increased.
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..11

'

Office Corresponitence
TO__

From

FEDERAL RESERVE
BOARD

Date April_e• 195.5

Governor Eccles Subject: Tomorrow's meeting with-the_

J. M. Dsigor Federal Advisory Cluncil

In connection with the reference made by the Federal AdvisorYCouncil to the National Monetary Commissim, aLd the Council's suggestion
that a similar comlissim be ap7,ointed at this time, there are s'me for-
3otten historical facts tlit I think it might be useful for y u to have
in mind.

The Natilnal !!onetary Commissim was established by an Act of
Congress on May 30, 1908. This was toward the end of the administration
of Theodore Roosevelt. The sessi)n of Congress by which the National
or. tbry alamission 'us created was that .C.ich immediately preceded the

presidential election )f 1908.

That the 'ambers of the Federal Advisory Council have now for-
gotten is that the Congress which created the National Monetary Commission
was elntear.)raneously known as a do-nothing Congress. One of the matters
-An which it was criticized for doing nothing 7,;:s currency legislation.
Currency legislation wao at that time, and until aftr the ..essae of the
Federal Reserve Act, 'hat we have in more recent years ailed banking
le ;isiation.

President :toosevelt (Theodore Roosevelt), in one of his snecial
messa :es to Conjr• ss early in 1908, had urged the enuctnent of an emergency-
currency law. e experiences of the panic of 1907 were still freshly in
mind, and the leaders of the Republican party were insistent that the en-
actment of a coAprebensive emergency-currency law must be accomplished in
the sessiin to w:Ach I have referred. An effort to produce such legis-
lation was actually made on the cart of the Re:liblican leaders.

But, as I remarked before, that as a do-nothing Congress. There
was a gr, at lea of dissenbion in the Wall.= ranks; the Republicans in
the House were pulling o ay and those in the Senate another, and as a
result virtually the entire legiolative roeram of ?resident Roosevelt went
by the board.

Conspicuous among the measures that failed of enactment wao the
pro )sod currency law. The decision to ar lint a com_lission, instead of
enacting the law, vas not then regarded as a statesmanlike accomplishment,
but as evidence of political con romise and inaction.

'The end of the,scssion," :;aid the New York EYEING POST in
regard to the failure to enact the currency law, "brings only a lrzislative
commission which is instructed to uci-„ the whole subject and report at the
next sessi)n of Congress. The nearer the Sentte and House ai poached the

VOLUME 260
PAGE 91 ç39(

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



•

••• •

- 2 - .r
.v.,

end of the sessim the mDre conflicting became the views of the law-

makers who m/essed to know somethik: alormt fintrice. In the end it

was found imposeible to harmonize the c)nflicting views."

That was in '!ay 1908. It was not until four years later,

namely, in January 1912, that the Aldrich Comnittee transmitted to
Conjress the reort of the National Monetary Comtission.

Whether the report of that comzission materia14 influenced
the currency bill that subsequently became known as the Federal Re-

serve Act, is still a matter of controversy and of wi,je1y divergent
opinions. The pater-lity of the Federal Reserve Act seems to have
been as multifarious as that of sme of the war tabies in France and
Belgium. Nevertheless there can be no question that, as between the

Aldrich-Warburg conception of a bunker-c)ntrolled currency system or

bankin; synte-1, and the Lilson (not Glass) conception of a gov, rnment-
controlled system, the views of the National Monetary Co=issim did
not prevail in 1913.

In other words, the action of Congress in appointing a

co-amission in 1908, instead of passin,;a law in 1908, resulted in
the bankPrs getting in 1913 what they then certainly redz.rded as radical
legislation. furthermore, the organized op:orients of the Currency Bill
of 19134113L,3e that year a vigorous plea for nostpo (nient of action
pending furth study of the proposed legi:dation. In this strenuous
effort to defar action they had the full sir ort of the big netroplitan
newsra rs and the financial press.

* Federal Reserve Act
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C ONFIDENTIALNot for publication
EARNINGS AND EXPENSES OF FEDERAL RESERVE BANKS, MARCH 1935

B-811

Federal
Reserve
Bank

•

Month March 193g January - March 1935
Earnings from - Current exeLnItl_

Boston
Yew Yorlf.
Philadel)hia
Cleveland

RichmondAtlantaChicaeoSt. Louis
MinneapolisKansas CityDallasFranciscoJOALMarch 1935
February 1935
March 1934
Jan.-Mar. 1935

1934

Dis- Pur- Indus- U. S. Comraitments Other
counted chased trial Govt. to make in- ources
bills bills ad-

vances
securi-
ties

dustrial
advances

$647 $99
7,loo 525
1,05)' 135
1,081 124

505 50
344 45
77 159
52 5

22 4
209 35
277 34
281 92

11,648 1,307
10.765 1,429
134,849 16,565
41,316 4,263
565,747 100,761

$8,856
8,479
16,056
6,877

17,462
5.501
6,791
2,405

9,628
2,955
7,442
3,537

$233,499
1,165,732
249,403
314,440

167,824
139,209
547,560
160,813

106,714
152,871
12,317
251

97,9* 3,632,230
81406 3,390,084

4,069,g55
253,443 10,765,511
-- 11,1150,355

$1,461
4,798

68
1,353

1,120
320
776

1,447

26
885

,982

14,256
12,472

39,995

Total

Exclusive
of cost
of
F. R.

currency

Total

Current net
earnings 

$1,170
4,776
1,619
5,761

2,110
7,684
16,737
4,687

1,356
15,406
1,258
8,625

$245,752
1,209,410
270,334
329,636

189,071
153,103
572,100
169,609

119,750
172,361
131,328
266,365

$162,459
606,852
196,597
231,012

140,085
'106,511
315/477
117,207

98,199
136,196
96,739
215,490

$168,864
644,073
204,465
235,192

146.954
106,707
334,437
124,258

102,168
138,058
97,813
216,795

Ratio
Total to

paid-in
capital

Per cent
$76,888
565,337
65,869
94,444

42,117
44,396
237,663
45,351

17,582
34,303
33,515
49,570

8.4
11.2
5.1
8.5

9.8
11.9
21.9
13.1

6.6
10.0

9.8
5.4

71,389 3,828,619 2,422,824 2,521,764'1,307,035 10.5
80,120 3,575,97612,366,609 2,481,845 1,094,131 9.7
130,245 4,351,534 2,439,551 2,529,906 1,821,628 14.7 
254,424 11,35$,979f 7496,5O3 7,561,411 3,797,568 10.5
334,018 12,450,92117,048,489 7,450,616 5,000,105 13.9

Current net earnings

Total

$211,573
1,632,663
180,719
252,151

Ratio
to

paid-
in

capital
Per cent

8.0
11.1
4.8
7.8

83,614 6.8
141,685 13.1
879,650 28.0
100,341 10.0

34,394 4.5
62,100 6.2
90,454 9.1
128,224 4.8

Less accrued
dividends and
net charges

(current) to
profit and loss*

$59,590
791,914
-32,119
44,292

17,877
59,221
790,545
45,221

-643
4,652
58,399

-21,356

3,797,568
5,000,105

10.5
13.9

1,817,593
3,525,841

FEDERAL RESERVE BOARD
DIVISION OF BANK OPERATIONS

APRIL 16, 1935
*Exclusive of profits of $915,955 on sales of United States Government securities held in Special Inv6inment Account.

-Ion 260
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Form No. 131

.Office Correspontence
FEDERAL RESERVE

BOARD 111
Date April 15, 1935

To Mr. Hamlin Subject: The operation of the install..

From Mr. Goldenwe ment plan since 1929

In accordance with your request of March 30, I am sending

you a brief memorandum from Mr. Garfield concerning the operation

of the installment plan since 1929.
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Form No. 131

Office Correspongnce
TO _

From

Mr. Coldenweiser

Mr. Garfield

FEDERAL RESERVE
BOARD

Subject:

Ilk
Date April 13, 1935

0

The operation of the install-

ment plan since 1929

Volume of installment sales

Census figures indicate that in 1929 installment sales amounted

to about 7-7 billion dollars or about 15 percent of total retail sales.

For certain relatively durable and costly commodities, such as automo-

biles, mechanical refrigerators, furniture, pianos, radios, and jewelry,

installment sales were a much larger share of the total, while for

less expensive or more perishable articles the share of installment

sales was smaller.

Comprehensive reports for more recent years are not available,

but sample studies by the Department of Commerce indicate that the

proportion of installment sales has not changed greatly since 1929.

In department stores the share of instellment sales declined slightly

from 1929 to the early part of 1933, but increased in the second half

of 1933. For furniture and jewelry stores these reports indicate about

the same proportion of installment sales in 1933 as in 1929. No com-

parable studies were made for 1934.

Figures compiled by the Ntional Automobile Dealers Association

show that the proportion of passenger automobiles sold on the install-

ment plan decreased from slightly more than 60 percent in 1929 to

slightly less than 60 percent in 1933. The amount of installments

due to automobile finance companies declined sharply from 1929 to

1932, reflecting chiefly a reduction in total volume of sales. Sub-

sequently the amount due to these companies increased as sales increased.
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Losses on installment accounts

Losses on installment accounts and also on open credit ac-

counts, as reported to the Department of Commerce by a limited num-

ber of department stores, furniture stores, and jewelry stores, in-

creased from 1929 to 1932. In 1933, however, losses by department

stores showed declines for both types of accounts.

The reports for department stores show that losses were larger

for installment accounts than for open credit accounts throughout

the period but tht in no year were losses on installment sales more

than 4 percent. Losses reported by furniture and jewelry stores

were larger but the samples are not adequate for precise comparisons.

Figures collected by the Federal Reserve banks indicate that the

ratio of collections on installment accounts to accounts receivables

in the first two months of 1935 was about the same as in the correspond-

ing months of 1934.

The percentage of repossessions of new passenger automobiles

increased somewhat in 1931 and 1932 but declined considerably in 1933

to a lower figure than was reported for 1929. The highest proportion

of repossession of new cars was in 1932, when it was about 6 percent;

repossessions of used cars also reached a peak in 1932 when they

amounted to about 13 percent. Losses on repossessed cars were reported

as about $60 per car in 1932.
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Governor Lecles,

r. Wyatt, General Counsel.

January 26, 1935.

Eligibility as a member of

the Federal Reserve Board.

This will confirm the views which I expressed to you some

time ago on the question whether, in view of the facts herein-

after stated, you are complying with the following provision of

section 10 of the Federal Reserve Act:

"No member of the Federal Reserve Board shall be anofficer or director of aN, bank, banking institution,trust company, or Federal reserve bank or hold stockin any bank, banking institution, or trust company:and before entering upon his duties as • member ofthe Federal Reserve Board he shall certify underoath that he has complied with this requirement, andsuch certification shall be filed with the secre-tary of the Board."

Then the Presidrnt asked you to become a member of the Federal

Reserve Board, no member of the Board was a banker and presumably he
desired to appoint as Governor of the Board a person experienced in

banking. Having been engaged for many years in the banking business,

it is natural that you had acquired some investments in that business

as all successful bankers do. I understand, however, that you owned

no bank stooks and that your investment in the banking business con-

sisted of a minority interest in the rirst Security Corporation of

Ogden, a holding company organised for the purpose of holding the

stock of a group of banks located in Utah and Iesho.

ince you owned no bank stocks, it might have been said that

no action on your part was necessary in order to comply with the re-

quirement of the statute that a member of the Board shall not be a
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stockholder of any bank; but you felt that the ownership of stock in

a corporation engaged principally in the business of holding bank

stocks might be considered inconsistent with the spirit and purpose

of the law and that you should dispose of such stock. The stock of

the First Security Corporation of Ogden was not listed on any stook

exchange; and, in view of the economic and banking difficulties

which this country had been experiencing for a number of years, there

appeared to be no market for bank stocks or for the stock of corpora-

tions whose principal assets were bank stocks.

In the absence of any other purchaser for your stock in the

First Security Corporation of Ogden, you sold such stock to the

Eccles Investment Company at a considerable financial sacrifice and

severed all of your connections as officer, director or stockholder

in the First Security Corporation of .)gden.

I understand that the Reels). Investment Company was orcanited

about twenty years ago to hold and manage certain assets of your

father's estate for the benefit of your mother and his nine children,

including yourself; that seven of the nine children were minors and

your attorneys and business associates advised that the organisation

of such a corporation was the best way to preserve and manage their

interests; that this arranrement has been found satisfactory and has

been continued by mutual consent; that the assets of the Eccles

Investment Company are not principally bank stocks, but include a

large variety of investments, including real estate, bonds, notes
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and stooks of corporations engaged in widely diversified types of bust

nese; and that you are not a principal stockholder of the corporation,

but have only a small minority interest therein, which amounts to

less than 10 per cent of the total stook.

Since you are not an officer or director of any bank, banking

institution, trust company or liederal reserve bank and hold no stock

in any bank, banking institution or trust company, it is clear that

you are complying literally with the terms of the statute. The only

question remaining is whether your ownership of a minority interest in

a corporation which awns a small minority interest in a corporation

which in turn awns bank stooks may be said to be inconsistent with the

spirit and purpose of the statute.

find that this office has never passed on this precise question,

but it has passed on a somewhat analogous question. Approximately

ten years ago, this office held that the ownership of stock in a cor-

poration which owned stock in a bank did not disqualify a person from

serving as a Class C director of a Federal reserve bank, notwithstand-

ing the Pact that section 4 of the Federal Reserve Act provides thet-

a Class C director of a Federal reserve bank shall not be an officer,

director, employee or stockholder of any bank.

Likewise, in my opinion, your ownership of a small minority

interest in the Lccles investment Company is not in any sense a

violation of the statute and is not inconsistent with the spirit and
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purpose of the law. To hold otherwise would stretch the language

of the lute an unreasonable extent and would make it exceedingly

difficult, if not practically Impossible, for the President to ap-

point to rembership on the federal Reserve Board persons who had

gained tested banking experience by successful participation in the

business of banking, which is the only means by which such experience

ean be gained.

The only such relationships which Congress has expressly for..

bidden members of the Board to have are those of offioers, directors

or stockholders of banking institutions; and the question involved

is whether, in order to comply with the spirit and purpose of the

law, it is nomossary to oonstrue it as forbidding by inpliea
tien

other relationships which are not expressly forbidden.

The language of the statute is clear and unambiguous and pre-

sumably covers everything which Congress intended to prohibit.
 It

is doubtful, therefore, whether any one mould be justifi
ed in contend-

ing that Congress intended to prevent Board sambers from
 having other

and different relationships which are not mentioned i
n the statute.

The obvious purpose of the statute is to guard against
 a member

of the Board having such an interest in a bank as 
would prevent him

frost discharging his duties and responsibilities a
s a somber of the

Board fairly and impartially. Congress presumably gave careful con-

sideration to this problem and decided that it ma 
only necessary to

prevent the members of the Board from being 
directors, officers or

stockholders of banking institutions. If we inruire how much
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further we must go in order to comply with the spirit and purpose

of the statute, we immediately get into the realm of speeuletien

and it is impossible to know exactly where to draw the lime.

Coneeivebly, Congress could have provided that members of

the Board shall never have been officers, directors or stockholders

of banks, lest their previous interests in the banking business

should cause them to favor their former associates and fellow stock-

holders. Congress apparently considered it unwise to go to this ex-

treme, since it was obvious that a Board charged with such vast

powers of supervision and regulation of the banking business should

include one or more members experienced in banking and such a provi-

sion would have mole it impossible to obtain such members. Congress

not only did not insert such a provision in the statute but, on the

contrary, it provided in the original Federal Reserve Act, that,

"Of the five members appointed b,)' the President, at least two shall

be persons experienced in banking or. finance". This language has

since been dropped from the statute; but it may properly be con-

sidered in oonstruims the lengvage now under consideration, because

both provisions were in the original Federal Reserve Act.

If Congress had intended that a member of the Board should

not even have an indirect or remote financial interest in any banking

institution, it 'mild seem that it would have used language to the

effect that no member of the Federal Reserve Board shall have any

financial interest "directly or indirectly" in any banking institution.
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It has used similar language in many other statutes and recently used

similar language in the Banking Act of 1933.

Congress very wisely refrained from using such language in pre-

scribing the qualifications of members of the Federal Reserve Board;

because to have done so might have made it impossible for the President

to appoint to membership on the Federal Reserve Board any person who

had gained a familiarity with the banking business through successful

participation in that business. It know that practically all success-

ful bankers acquire investmenti in the banking business and that it

is frequently impossible to dispose of those investments so completely

that the person in question is left without any remote or indirect

Interest therein.

It is desirable for the members of the Board to "lean over back-

wards" in complying with the spirit and purpose as well as the letter

of the law; but, since Congress did not consider it necessary to forbid

the members of the Board to have any remote or indirect finanoial

interest in any banking institution, I do not feel that it is necessary

to go to the extent of holding that it is inconsistent with the spirit

and purpose of the law for a member of the Board to have a small minority

interest in a corporation whieh awns a small minority interest in another

corporation which in tura OURS bank stooks. Indeed, to go to this ox-

tent mould lead to absurd results.

Several illustrations of the possible absurdities resulting from

such a construction of the statute have recently come to my attention

in connection with the issuance of voting permits to holding company
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affiliates of member banks.

Thus, the Atlas Corporation, an investment trust holding a

miscellaneous portfolio of stocks and other inVestment securities,

owns, among other assets, the stock of the kacific Eastern Corpora-

tion, which in turn awns the stock of the American Company which in

turn owns the stock of the American Trust Company of San Promise°,

California. Gimbel Brothers, Inc., which, owns and operates seven

department stores in New York, l'hiladelphia, Pittsburgh, Chicago

and Milwaukee, also owns the stook of a bank. Armour and Company,

which owns and conducts directly or indirectly one of the largest

meat packing industries in the world, owned until recently the

majority of the stock of a bank in Fort Aorth, Texas. The Ford

Motor Company owns a small holding company which in turn owns about

30 per cent of the stock of a merber bank. It would be manifestly

absurd to say that it would be contrary to the spirit and purpose of

the Federal Reserve Act for a person to serve as a member of the

Federal Reserve Board solely because he awned stock in the Atlas Cor-

poration, Gimbel Brothers, Armour and Company, or the Ford Motor

Company.

Cuppose that, upon becoming a member of the Board, a person

owned some stook of the United States steel Corporation and that

subsequently the United States Steel Corporation, in order to provide

banking facilities for the employees at one of its plants, should

subscribe to the stock of a newly organised member tank. Could it

be said that this would disqualify the member of the Board unless he
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immediately disposed of his stook in the United States Steel Cor-

poration? The question is obviously "no".

If we desire to indulge further in speculation as to how far

it is necessary to go in order to comply with the spirit and purpose

of the statutes it is also appropriate to consider how much further

Congress might have gone in safeguarding this principle in the

language of the statute. It might have considered that for a member

of the Board to have a close relative engaged in the banking business

might unduly influence his offioial actions. Therefore, Congress might

have provided that no member of the Board should be related to any

person engaged in the banking business or financially interested

therein. For obvious reasons, Congress found it impracticable to go

to this extent and no one has ever had the temerity to suggest that

it is contrary to the spirit and purpose of the law for a somber of the

Board to be related to any person engaged in the banking business.

If the wife, father, or brother of a member of the Board should

be an officer or director of a aaabor bank or have a large investment

in stock of a nember bank, that would be much more likely to influence

the actions of the Board merber than a remote and indirect interest in

the banking business such as you have as a result of the relatively

small amount of stock which you awn in the Eccles Investment Company,

which in turn holds a small minority interest in the First Security

Corporation, which in turn owns bank stooks.

It would seem, therefore, that to say that such an indirect and

remote interest in the banking business is contrary to the spirit and
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purpose of the law would be to stretch the language of the statute

by construction and implication to an unreasonable extent which would

lead to results vhich Congress very wisely avoided in framing the

lengusge of the statute. It would be tantamount to an administrative

amettesiont to the law, *which would lead to ths absurd result of making

it exceedingly difficult if not impossible for the President to 4-

point to membership on ttios Federal Reserve Board any person experienced"

in the banking businesa. Such a construction of the statute cannot

properly be indulged in.

Actooreingly it is my opinion that your ownership of shares of

stock of the Eccles Investment Company does not cause you to be e

stockholder of any bank, banking institution or trust company within

either the letter or the spirit of the sbove quoted provision of

section 10 of the Federal Reserve Act, and that, under the provisions

of suiii section, you are duly qualified as a I-ember of the Federal

Reserve Board.

Respectfully,

waltor Wyatt,
General Counsel.

wirVag
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jNot for publication) 
Applications received - net

Federal
Reserve
Bank

Boston
New York
Philadelphia
Cleveland

tnta
Chicago
St. Louis
Minneapolis

Kansas City
Dallas
San Francisco

Total

Federal

Reserve
Bank

Boston
New York

Wradelphia
eland

Richmond
Atlanta
ahicago
St. Louis
Minneapolis
Kansas City
Dallas
San Francisco

By Industrial
Advisory
Committee

Number I Amount

By F.R. Bank
from Industrial

Adv. Committee*
Number I Amount

353 16,671 332 16,055

700 48,742 674 47,053

418 19,790 393 17,812

492 13,862 479 13,432

406 15,219 397 14,518

413 10,458 400 9,897

828 37,068 796 34,154

279 9,924 267 9,648

824 15,442 774 14,207

294 8,488 272 7,572

393 10,018 381 9,187

730 20,213 646 17,125

6,130 225,900 5,811 210,660 

-1  Applications under 

By Industrial
Advisory Committee

Number

INDUSTRIAL ADVANCES BY FEDERAL RESERVE BANKS -- SUMMARY OF APPLICATIONS, APPROVALS, REJECTION
S AND OMMITMENTS, TO APRIL 24, 1935

(Amounts in thousands of dollars) 

Applications recommended

for approval (with and

without conditions) by

Ind. Advisory Corn. 

Number I Amount

consideration

Applications approved by Federal Reserve Bank

Total

Number Amount

Finally
approved

Number Amount

Conditionally
approved

Number Amount

B-816
Rejections of applicotions

Recommended by

Industrial Ad-
visory Committee
Number Amount

By Federal
Reserve bank

Number I AmOunt

122 7,676 74 5,955 72 5,915 2 4o 225 8,870 237 9,286

244 22,507 259 24,411 226 19,806 33 4,605 436 25,196 401 21,075

133 7,894 98 8,131 72 6,673 26 1,453 264 lo,83 289 9,305

140 5,672 121 4,9o8 73 3,528 4s 1,380 340 7,748 358 8,524

129 7,987 126 8,057 98 6,471 28 1,536 268 6,727 271 6,46o

139 3,704 134 3,462 97 2,1)40 37 1,322 263 6,568 260 6,366

100 8,226 79 5,824 59 4,240 20 1,584 704 26,896 716 28,301

91 4,535 sg 4,513 69 2,835 19 1,678 176 5,114 179 5,135

216 5,011 188 3,856 109 2,599 79 1,257 565 9,358 578 9,854

58 3,467 53 3,216 44 2,757 9 459 219 4,356 219 4,356

9_4 3,823 87 3,549 77 2,625 10 924 289 5,465 294 5,637

167 5872  i6o 5,252 1 3,5)43 26 1,701 479 11,298 485 11,373 

1,633 86,374 1,467 81,134 1,130 63,137 337 17,997 41228 123,184 4,237 125,672 
 ,

Distribution of amounts finally approved  by Federal Reve ban' 

By Federal
Reserve bank

Amount Number Amount

6 125 21 815 5,915
20 1,039 14 1,567 19,806

21 1,309 6 375 6,678

12 442 3,528

9 - 506 -- 6,471

11 186 6 70 2,140

24 1,946 1 30 4,24o

12 276 -- 2,835
43 1,072 8 498 2,599
17 666 2,757
10 731 -- 2,625
g4 3,048 1 500 3,543

Total

Total 269
FEDERAL RESERVE BOARD
DIVISION OF BArx OPERATIONS

APRIL 30, 1935.

Federal Reserve bank participations
Advances

Outstanding  re-

Arlvo.nceT-Commitments. paid

2,187
6,112

3,559
1,336

3,732
1,152
2,193
542

1,964
966

1,785
678

'So
1,589

2,570 173
6,48 291
491 1,169

1,425 93
1,022 223
725 212
901 118

1,447 144

36 302
384 74

25
26

In process of
completion 

Advances Commitments Dired (unused)

745

2,920 1,564
210 231

179
241
10
728
414

1,112
443
11
927

198
_~

69
165
437
25

_

829

u 3,392 ,,346 . 57 3,855 63,137 26,206 16,9os 2,85o 3,999

*Applications acted on by Industrial Advisory Committee adjusted for changes in amount applied for

and for withdrawals before approval or rejection by F.R. bank

Withdrawn, re-
duced, or ex-

18
352
4g
396

4,925

/.5

Financing
institution

Participations

140
1,349
570
484
326
41
502
2488
210
816
170

4,896

VOLULIE 260
PAGE 131

Financing
institution
guarantees 

76o
4,177

68

74
16'3

42s
W.•

6

961

6,637
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'Not for publication)

.Iu
riserve

lOar2K

CLASSIFICATION OF APPLICATIONS FOR TUDUSTRIAL LOANS REJECTED BY FEDERAL RESERVE BANKS, TO APRIL 24, 1935

(Amounts in.thousands of dollars)

Total
applications
rejected

Fo71-Amount

Reasons f o r rejections

B -816a

Not establish-I
ed industrial Not for I Otherwise
or commercial worlAng I ineligible
enterprises capital
Fos Amount No. Amount

Unsatisfactory
financial
condition

Boston
New York
Philadelphia 289
Cleveland

Richmond
Atlanta
Chicago _
S t . Louis

Kan

.10-rancisco

Total, all
Districts

35g

aMINUM•namommomm 

237 9,286 .
401 21,075

9,30 _
8,524

Unsatisfactory

I business

1 prospects
Unsatis-
factory
management

Insufficient
security

Rejected
for other
reasons

Total,
including

duplications

No. !Amount  j Amount liLo.t_j_  AmoUnt , No . I Amount No . 1`•.mount Fo Amaunt N . Amourit

2,984 1
699 --
779 2

2,c149 3

1,267 6
1,581 6
g,453 2
1,303 ... 4..

2,653 5
3,57o •••• ••••

2,141 3
1,1o1 3

15 182 5,166 22 3,85o 9 312 2o3 6,5o2 15 726 469 19,5g5
-- 393 17,087 294 12,731 238 9,696 373 13,9'6 -- -- 1,35o 55,652
53 62 2,419 123 3,953 6 156 155 3,755 16 567 391 11,736

44g 158 3,263 15o 4,567 23 633 259 5,021 41 543 719 17,o2o

33 142 3,737 go 2,984 4 625 214 5,006 2 7 5og '4,013
35 17 744 3o 952 49 1,6°9 222 5,065 99 2,724 474 12,s55
3oo 33o 9,331 15 678 19 2,333 387 13,289 75 4,2s3 1,067 41,268

•••• ••• 
111 1,9°6 4o 1,673 g 365 lo5 1,g94 48 1,078 352 g,587

112 43 6s6 126 1,985 3o 7o7 274 2,736 13 510 623 1°,647
.... 71 882 99 1,722 6 129 79 687 lig 2,590 525 lo,400

133 181 3,191 35 1,45s240 3,590 1 1 542 11,093
3g 223 4,2o7 3 105 2 11 438 9,369 405 8,365 1,14o 25,2s1

4,287 125,672 ' 273 10,013 745 28,530

FEDERAL RESERVE BOARD
DIVISION OF BANK OPERATIONS
APRIL 3o, 1935.

.411111•••••••••••••••••••• 

31 1,167 1,913 52,619 1,o17 36,658 399 16,931 2,949 7o,g3o g33 21,3s9, 8,16o 23s,137
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Governor Ecelee 1187 Et 105

Mr. Goldenreiser Frofeseor Sprague's testimony

Profeseor Sprague testified toder and was favorable to nearly every-
thing in bill. Specifically he was in fevor of changes in eligibility
requirements, elimination of collateral requirements, liberalization of
real estate loans, combination of duties of Federal Reserve agents and
governors, and the clarification of the power to change reserve require-
ments. He ie also in favor of the Board having authority over open-
market operations. HP laid most stress on the necessity of improving
the character of the Board and its standing. He spoke of the desirabil-
ity of taking the Secretary of the Treasury off le the Board and have
the Board absorb the duties of the Comptroller of the Currency. The
suggestions that he made nere not numerous.

1. He thinks that real estate loans ought to be limited to the
Federal Revery* districts and 100 miles outside.

2. He is in favor of having one of the Class C arectore appointed
chairman eithout any particular duties, except presidirg over meetings.
He euggested :hat these 12 chairmen could then take the place of the
Feeral Advinory Council.

31, He as in favor of having the approval of the governor be
possibly every Vive years instead of every three years.

4. He wanted to eliminate the section which would make participa-
tion in op -market operations compulsory on the banks.--His idea is
that, cooperation by a sufficient number of banks can always be obtained.

He made a very effective presentation of the uselessness of techni-
cal eligibility requirements and technical collateral reouirements. He
also spoke effectively on the ..uestion of inflation, indicating that an
unbalanced budeet did not necevearily mean inflation.

The net effect of his testimony was , °ed. The only thing he said
that might have had an mfavorable effect is that he indieated that be
did not believe there was mob in the bill that would .courage recovery.
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The second provision of the new Thomas amendment has no real monetary

significance and is merely an application to silver certificates of the provi-

sions of the law of May 31, 1878, relating to greenbacks.

The third provision appears to add nothing to the discretionary powers

already possessed by the Secretary of the Treasury under the Silver Purchase

Act of 1934 as witnessed, for example, by the recent transaction with Mexico.

If the fourth provision is intended to authorize the Secretary of the

Treasury to accept silver rather than gold "in settlement and adjustment" of

international payment balances, it adds nothing to his present powers. The

provision may be intended, howevcr, to authorize the Secretary to accept silver

IIat an agreed price" in payment of war debts, thus extending for an indefinite

period and without price restriction the authority granted in the previous

Thomcs amendment for six months and with a 50 cent price limitation.

\,
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