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A meeting of the Federal eserve Doan" was held in the office of the

Pe(leral deserve Board. on Thursday, Mamh 11, 1926 at 10:40 a.m.

Governor Crissinc,,er
Mr. 7.)latt
Mr. Hamlin

Mr. Culininjiam

Mr. McIntosh
Mr. Eddy, Secretary
Mr. McClelland., .ilsst. Secretary

reading of the minutes of the raeetin--; of the Federal Reserve Board

41(1 on :larch 9th was dispensed with.

TeleFTara dated ::arch 9th from the Chairman of the Federal deserve

°f Atlanta, advising of the election of G. G. are, ?resident of the

St iTational Barit. of Leesburg, Florida, as Class A Director of the balk

f13:0 the uno::oired. tore of Mr. P. '.. Kitties, deceased., ending December 31,

1926.

:doted.

In accordance with the notice given by him at the meeting on March

4(1'r. Miller then moved that the By-laws of the Board be =ended by

ac/(11 to Article XTII thereof a na:i section reading as follows:

"ITo vote shall be taken or motion made by

the Board at a meting or conference when others

then the members of the Board and its secretarial

staff are Toresent."

Carried.

In accordance with the notice given by him at the meeting on March

'4111Mr. Hamlin then moved that ..;ection 2 of .L.rticle XIII of the By-laws

tho Board be amended so as to eliminate social orders from the list

raatters the consideration of which is confined to the particular
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4setill[*: of the Board each week at which are to be brouy;ht up only the

Matters 
listed in that section.

Carried.

aeport of Committee on Salaries and. Exoenditures on letter dated

ch 6th from the Chairman of the Federal 31eserve Bank of Philadelphia,

44:718111€^, of the action of the board of directors of that bank in voting

to —
Ggant a thirty clay leave of absence with pay to Mr. Charles H. Pralick,

411 emPloyee of the Transit Department; the Committee recommending approval.

Upon motion it was voted to approve nay:I-Lent

of compensation to 1.1r. Franck during the leave

of absence granted him.

deport of Committee on Salaries and ::]xpenditures on letter dated

PebIllartJ 24th from the Lfliairman of the Federal deserve Bank of Atlanta,

referrillc to the Board's circular letter of February 15th (X-4531) on

the 31thject of compensation of attorneys emoloyed by Federal Reserve

Other than regular counsel, and transmitting a statement showing

411 agreements which the executive committee and board of directors of

that 1,
uallk have with attorneys other than regular counsel at this time;

the Committee reporting that it sees nothing objectionable to the ar-

441ge1lents reported.

Noted without objection.

aeport of Committee on Examinations on letter dated March 6th

l'e111 tile "federal Reserve Agent at Cleveland., recommending approval of

al31-aication of the Fourth and Central ?rust Company, Cincinnati, Ohio,

tor
rini ss ion to purchase the Stock Yards Bank, Cincinnati, and to continue
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its operation as a branch; the Committee also recommending approval.

Approved.

Telegramsdatedi:arch 2nd and 8th from the Chainnan of the Pacific

Southwest 2rust and Savings Bank, requesting the Board's permission to

t411:e over the First National Bank of Inglewood, with an agency at Fairview

the Inglewood Savings Bank and the Lonna= State Bank and to oper-

ate branches in the four i)remises; together with telegram dated ::arch 6th

fr()In L:r. James who is in California, recommending approval of the allplica-

ticln, and telegram dated ::arch 9th fram the Federal eserve Agent at San

Ill'anoisco advising that both he and the L;xecutive Committee recommend ap-

131*°val, but stating that the Superintendent of Batiks of California has

41313roved only the taking over of the First National Bank of Iaglowood and

the Laglewood Savinn;s Bank, but has not acted on the Fairview Heights

48'°11cY, which was not included in the original application, nor on the

Le440x State Bank, on which he is withholding approval pending further

illve2tigation.

The Board's Committee on E:mminations reported

favorably on the applicaticm and Lir. 2latt moved that

the Board approve of the Pacific Southwest Trust and
Savings Bank taking over the First National Bank of

Inglewood and the Inglewood Savings Bank and establish-

ing branches in their premises, but defer action on the

taking over of the Lenno:c State Bank and the Fairview
Heishts Agency of the First National Bank rending ap-

proval by the State Superintendent.

Yx. Platt's nation being put by the Chair was

carried, L:cIntosh not voting.
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deport of Committee on Examinations  on telegram dated Larch 9th

tram the Federal -.deserve Agent at San Francisco, recommending approval of

all application of the Security Trust and Savings Bank, Los Angeles, for

Permission to take over the Citizens State Bank of Sawtelle, together with

its branches at Palms and Tiest Los Angeles, and to establish branches in

the three premises; the Committee also recommending aoproval.

Approved.

Ileport of Committee an Examinations on letter dated March 3rd from

the Federal Jeserve Agent at St. Louis, transmitting and recommending ap-

Pr°val of an application of the Cherokee National Bank of St. Louis, for

4 reiuction in its reserve requirements from 10,J of demand deposits and

3,
0I time deposits to 7,40 of demand deposits and 3,; of time deposits,

114der the provisions of Section 19 of the Federal Beserve Act; the Committee

also recommending approval.

Approved.

.,•,eport of Committee on Examinations on memorandum dated March

9t4 from the Comptroller of the Currency, recommending approval of an

e•DPlication of The First National Bank of Pineville, La. for permission

to reduce its capital from ,50,000 to ,30,000, on condition that no money

is
returned to the shareholders, but that the entire amount set free by

the reduction be used for the purpose of taking out doubtful paper to be

tlilleteed for the benefit of shareholders at date of reduction; the Cam-

laittee also recommending apprwal.

Approved.
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aeport of Committee on Examinations on letter dated March 5th

fllam the Federal _teserve Agent at Minneapolis, transmitting and recommend-

'gappmval of an application of The First Security State Bank of Hod

Win,C, IIIIU1., for approval of its action in consolidating on December 31,

1925 aith the Security Loan and Trust Company of the sane place under the

name Security Bank and Trust Company of Red Wing; the Committee also recom-

r4euding ailoroval.

Approved.

Memorandum from Counsel dated March 9th on the subject of the

847isability of seeking an amendment to law to restore to Federal courts

Jilrisdiction over suits by and against Federal Reserve banks; Counsel recam-

124nding that the subject be placed on the program for discussion at the

t°1"thcomi1g Governors' Conference, and that copies of his memorandum be

8e4t immediately to the Governors of all Federal Reserve banks in order

that 
they may study the subject and consult with their counsel prior to the

Con
ference.

Upon Motion, it was voted to approve Counsel's

recommendation and to place the subject of his

memorandum on the Governors' Conference program.

Matter ordered. circulated. at the meeting on March 4th, namely,

tOMOrallA
from Counsel dated February 25th submitting draft of a cirau-

41' letter to the Governors of all Federal Reserve banks on the subject

Of the eligibility for rediscount at Federal Reserve banks of factors'

licites covering advances to producers of eggs, poultry and butter, under

the :Provision of the second paragraph of Section 13 of the Federal Reserve
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;let making eligible the paper "of factors issued as such makin.2; advances

acilleively to producers of staple agricultural procIacts in their raw state".

Upon motion by Mr. IT=lin, the proposed circular
letter was approved and ordered transmitted.

latter ordered circulated at the meeting on January 26th, namely,

letters ciated January 18th and 21st, respectively, from the Chairman of

the Federal lieserve Banks of Kansas City and Dallas, with reference to

aPPlioations for transfer from the 11th to the 10th Federal :Leserve District

tiled with the Board by the First National Bank and the Albuquerciu.e lAtional

13ent Of Albu.querque, i;ew Mexico, and by the First National Bank of Belen,

ilevl :lexica; Mr. Thlsh stating that if it is deemed advisable and expedient

to grant the a-oplications there will be no objection on the Dart of the

Feu
aeserve Bank of Dallas, and Mr. 7..1cClure stating that the Federal

4esel've Bank of Kansas City will interpose no objection and suggesting that

the at ter be arranged by the transfer of two counties in New Mexico, Valencia.

444 Berna-lillo, in which Belen and Albuquerque, respectively, are the only

balliting to vas .

Upon motion by Mr. Miller, it was voted the
the Board's Counsel be directed to prepare
proper orders approving the transfer of Valencia
and Berna-lillo counties, Iraw Mexico, from the
11th to the 10th district, the changes to be
effective on a date mutually agreeable to the
Federal .Aeserve Banks of Dallas and Kansas City.

• .A..t

took the

tolasicier

'3-gent of the Federal Advisory Council, prepared by Mr. Miller and dealing

this point, the 3ecretary of the r2reasury entered the meeting and

Chair. Governor Cris singer explained tha.t the Boar/ was about to

the following draft of a letter addressed to Mr. Frank 0. 77etmore,
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with the matter which he stated at the meeting of the Board on •Liamh 4th

he :proposed to make the subject of a resolution at a meeting subsequent to

that date. :1.. Miller stated that he had decided to submit the matter

in letter form rather than rake it the subject of a resolution.

"At the last conference of the Federal Advisory Council andthe Federal Reserve Board- there was some discussion of the stentaken by the Board toward assembling and Tpublishing in the weeklystatement of condition of the 61 reporting banks of Lieu York City
figures covering so-called street loans of. those banks, to wit, loansto brokers and money dealers. This is now being done. -./hile this
action had not been set down on the formal Drogram of the Council
ec)nfemnce and no formal action by the Council was taken, members of
the :Board have the impression that the Council generally regardedwith favor the action taken by the Board.

Since the above action was taken the Board has taken further
St ePS to possess itself of information with respect to the security
and street loans of each of the retorting 'Jew York City banks weeklyand. of their borrowings frcan the Federal reserve bank whenever these!•re above .,?2,c.)00,00J. The Board intends to follow a similar procedure1,11 the near future with resrect to reporting member banks at the most
±In_Portant Federal reserve centers, to wit, Boston, Philadelphia,
eleveland, Chicago, St. Louis and San Francisco.

On the subject of security loans, the Federal Reserve Board
say in its forthcoming Annual Report:

'Under circumstances such as prevailed in the autumn of
1925, when the growth in member bank credit was largely in
loans on securities, and when seasonal currency demands ac-
counted for only a part of the increase in reserve bank credit,it was evident that the member banks as a whole were increas-
ing their borrowings at the reserve banks in order to build up
their reserve balances. The increase in reserve requirements
which occasioned this borrowing could in turn be traced to the
growth in deposit liabilities arising from the increased volume
Of security loans. Considerations of this character were among
the factors considered in November, 1925, when the disccant rates
'yere advanced at four of the reserve banks.'

Before the Federal _ieserve System was established an investmentOf a
Portion of its resources in the call loan market by a bank was re-

l'red as affording it a secondary reserve. 2vents, particularly in the
a at half Of the year 1925, seem to indicate, however, that some, if not
c°nsiderable number of banks are not disposed to withdraw investments

4"Onl the call loan market in order to meet local commemial demands when

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



247

3/11/26 -8_

"the spread between the discount rate of the Federal reserve bank and the
call loan rate makes it rrofitable to maintain intact its investment in
tile call loan market and to borrow from the Reserve bank to meet comercial

demands of its customers. It even appears, as briefly set forth in the

"bove extract, that there are banks that have been using Federal reserve
credit facilities to extend their investments in the call loan market when
that is a profitable proceeding by reason of the spread between the Federal
reserve discount rate and the prevailing call loan rates.

The is desirous of ascertaining the views of the Council
with 

regard t 

(1) The proper relation of Federal reserve balks to

the call loan market;

(2) The relation of Federal reserve bank rates to call

loan rates;

(3) The proper function imaer our banking system as

modified by the establishment of the Federal

reserve banks of banking investment in call

loans.

It is clear that the Federal Reserve Act never contemplated the
us.e of the facilities of the Federal Reserve ystem to sul-mort the exten-

sion of loans by its member banks to the call market. The Board is giving

thout to the development of a procedure which will check or alto-
Lether eliminate the misuse of Federal reserve credit facilities. A review

1:7 baking history during the last year shows that such misuse was made

some member banks, especially in the latter portion of the year. The

therefore, desires the views and assistance of the Council in de-

riel°19ing a procedure to deal with this situation. Specifically, the Board

sires the views and recommendations of the Council upon the following
cgestions:

(1) What ca,n the Council recommend that the Federal Reserve

Board do -

(a) By way of amplifying the information it

now obtains from its weekly reporting

member banks with respect to their con-

dition and operations;

(b) By way of regulations addressed to Federal

reserve banks with respect to their re-

lations and dealings with their member

banks; or
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(c) In any other ways deenled appropriate and
effective by the Council?

What, in the judgment of the Council, can the management
Of the Federal reserve banks properly do by way of restrain-
ing such of their member banks as show a disposition to make
improper use of the credit facilities of the Federal Reserve
bank?

It is presumed that the members of the Advisory Council are already
conversant with the practices and methods of their respective Federal
reserve banlw or can without difficulty fully inform themselves on
these matters.
Realizing the importance of the difficulties of the questions that

are being submitted to the Council, the Board is transmitting them at
this early date in advance of the nezt conference of the Advisory Council
with the Federal Reserve Board (I.:ay 21st) in order that the Council may
have ample time to study the situation which has given rise to these

ing
problems and to recommend suggestions of practicable ways and means of
deal with them a manner at once effective and temperate.

It occurs to the Board that the Council may want to delegate the study
Of this matter to a Committee of its membership and that such a Committee
.1:tY need clerical, statistical or other assistance from the Federal
41k!serve Board. In inviting the cooperation of the Council in dealing
17?.th these important matters the Board will be glad to place at the
dasposal of the Council any assistance that it can which may be desired.

By direction of the Federal Reserve Board."

The Jecretary of the Treasury stated certain reasons which in his

013i:410n made it lInnesirable to give any publicity at this time to the views

Of the Federal Reserve Board with res7)ect to the etont to which member banks

84°111d nal.74 loans on stocks and securities, while at the same time borrowing

*QM the Federal reserve ban:m. His attention was called to the fact that

It
.1"3 the purpose of the Board to nae public any views which it might

401A
' 011 the subject, but that Rr. laller's proposal was to have the matter

ussed by the Federal 2avisol7y Council with a view to securing its views

Wad re corainendat ions •

so

Governor Crissinger stated that 2:1r. Miller, at the re-

gllest of the Board, had prepared for inclusion in the Board's Lannual Report
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for the year 1925, which has not yet boon made, an article dealing with
the 

subject of call loans and call loan rates, that the Board. had. referred

t°11r• Platt and himself with power the question of the advisability of

including same in the report, and that he and. Mr. Platt had reached a

decision that it was inadvisable to include the discussion of the subject

ill the report.

Thereupon, Mr. Miller moved approval of the
letter as submitted by him, following which there
ensued a general discussion of the statements con-
tained therein, and suggestions were made and ac-
cepted by Mr. Miller that the three paragraphs above
indicated by asterisks be stricken from the letter
and that the word "improper" appearing in the second
direct inquiry made of the Council be stricken out
and the won). "excessive" substituted in lieu thereof.

Following a discussion of the advisability of the
Board's ariproving the letter with the ch.anges indicated,
Mr. Hamlin moved as a substitute for Mr. Miller's motion,
that the proposed letter be laid. on the table for the
present.

Mr. Hamlin's substitute motion, being put
by the Chair, was carried, Mr. Cirmni lam voting
"no", and Mr. Miller "not voting".

„-
The Secretary of the Treasury then left the meeting and the Governor

retUlnied to the Chair.

lir. Platt then pmsented letter dated. February 9th from the -:brecutive
o

it tee of the Federal Reserve Bank of Atlanta, transmitting and recom-
raerlai

aPProval of an application of the Citizens and Southern Bank,sa.v.aazuth.
1 Ga., for pennission to take over the business of the Merchants

°I. Valdosta, Ga., a non-member, and to establish a branch at that

15°14t; together with certificate of the Superintendent of Banks approving
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the establishment of the branch in question and stating it appears that

the public convenience and advantage to the citizeLis of Valdosta and the

st117'ounding territory will be Promoted by the opening of such branch bank.

741r. Platt submitted subsequent correspondence with the Federal Jeserve

4geat at Atlanta on the subject, including a telegram dated ::arch 11th,

requesting advice as to the Board's action on the application.

The Committee on Exaninations being divided on thB

matter, Mr. Platt recommenlins: approval and Cunningham

disapproval, it was voted that the application be laid on

the table until the meeting' on Thursday, March 18th.

BEPO2T9 OF 132.r:DIIG 

Dated, 2ebruary 12th, _Zecommending chans in stock at Federal Reserve

March 9th, banks as set forth in the Auxiliary Minute Book

of this date.
Approved.

Dated., , 
March 8th, lecommending action on application for admission

of state bank, subject to the conditions stated

in the individual reports attached to the applica-

tion, as set forth in the Auxiliary Minute Book

of this date.
Approved.

The meeting adjourned at 12:30 Dom.

41)13 ro v
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