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& meeting of the Federal Reserve Board was held in the office of the
Fe
deral Reserve Board on Thursday, March 11, 1926 at 10:40 2.m.

PRESENT: Governor Crissinger
lire. Platt
lire Hamlin
Mr. Miller
ir. Cunningham
Iir. McIntosh
lire Eddy, Secretary
lre. licClelland, Asst. Secretary

The reading of the mimutes of the meeting of the Federal Zeserve Board
he
1d on larch 9th was dispensed withe
Telegram dated llarch 9th from the Chairman of the Federal Reserve Bank

of o : ;
Atlanta, advising of the election of lire. G. G. Ware, President of the

s
Tlrgt vraas ! >

St Wetional Bank of Leesburg, Florida, as Class A Director of the benk
fOr +

the unexpired term of llr. P. R. Kittles, deceased, ending Decerber ol

1926,

Ilotede
In accordance with the notice given by him at the meeting on ilarch
L5 .
»-lr, iller then moved that the By=laws of the Board be amended by
a4 : i " :
Ung to Article XIII thereof a new section reading as follows:
"No vote shall be taken or motion made by
the Board at a meeting or conference when others
thon the members of the Board and its secretarial
staff are present.”
Carriede
In accordance with the notide given by him at the meeting on larch
4 55 : i
th’ lir. Homlin then moved that Section 2 of Article XIII of the By-laws

0 : 3 3 e .
t the Board be amended so as to eliminate special orders from the list

0 p : o . :
t Matters the consideration of which is confined to the particular

i e
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ting of the Board each week at vhich are to be brought up only the
mat :
ters listed in that section.

Carried.
eport of Committee on Salaries and Expenditures on letter dated

1
dap -
°h 6th from the Chairmen of the Federal Reserve Bank of Philadelphia, .

ad‘ViSing

to

of the action of the board of directors of that bank in voting
§rant a thirty day leave of absence with pay to Mr. Charles He. Fralick,
an ‘ ) :

: *ployee of the Transit Department; the Committee recommending approval.

Upon motion it was voted to approve payment
of compensation to ilr. Fralick during the leave
of absence granted hime.
eport of Cormittee on Salaries and Expenditures on letter dated

Pep
rual".f 24th from the Chairman of the Federal Reserve Bank of Atlanta

PTG v
®ITing to the Board's circular letter of February 15th (X-4531) on

® subject o compensation of attorneys employed by Federal Reserve
banks Other than regulaer counsel, and transmitting a statement showing

, 88reements which the executive committee and board of directors of
that bank have with attorneys other than regular counsel at this time;
i Cormi 106 reporting that it sees nothing object ionable to the ar-
rahgements reportede |

loted without objectione

Report of Cormittee on Examinations on letter dated llarch 6th
g

Ty 2
R the Federal Reserve Agent at Cleveland, recommending approval of
azDI’lication 0of the Fourth and Central Trust Company, Oincinnati, Ohio,

fo
Pemigssjon to purchase the Stock Yards Bank, Cincinnati, and to contime

g for FRASER
puisfed.org/
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\ ‘ lts Operation as a branch; the Committee also recormending approval.
Approved.
Telegrams dated ilarch 2nd and 8th from the Chairman of the Pacific
So‘ath\fzest Trust and Savings Bank, requesting the Board's permission to

teke e ; : , '
*°0Vver the First National Bank of Inglewood, with am agency at Fairview

Hei'v- 5 -
| 8hts, the Inglewood Savings Bank and the Lennox State Bank aml to oper- !
I ate .DI'ZL"J_ 3 : = S h ¢ 4 = oyt . 5 7
ches in the four premises; together with telegram dated ilarch 6th &

Lrom -
om lry James who is in California, recormending approval of the applica-

tio
1, and telegram dated ifarch 9th from the Federal Reserve Agent at San b
rancy e o 2 TRl 7 5 i 1’
SC0 advising that both he and the Ixecutive Cormittee recommend ap- ;
& Pro A : - s ; .
=20val, put stating that the Superintendent of Banks of Califormia has %
ay s
TProved only the taking over of the First National Bank of Inglewood and
¢ :
he 1, e 2 T
lnglewooa Savings Bank, but has not acted on the Fairview Heights
Ag, :
g‘emy’ which was not included in the original application, nor on the
| Lenngy « :
MNox State Bank, on which he is withholding approvel pending further 3
2 =] p;. - - ¢
Mvasta i
Westigations i
The Board's Committee on Examinations reported
favorably on the application and Lir. Platt moved that
the Board approve of the Pacific Southwest Trust and
Savings Bank teking 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 Lemmox State Bank and the Fairview
Heichts Agency of the First National Bank pending ap-
proval by the State Superintendent.
N lr. Platt!s motion being put by the Chair was !
carried, iir. licIntosh not votinge. y:
‘ {
i for FRASER

guisfed.org/ '
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‘ Report of Committee on IZxaminations on telegram dated larch 9th i

from + e :
ol the Federal Reserve Agent at San Francisco, recommending apvroval of

AN anplieats ; 2 i : :
8pplication of the Security Trust and Savings Bank, Los Angeles, for

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

it Sl .. et >
S Dranches at Palms and West Los Angeles, and to establish branches in

th
® three premises; the Cormittee also recormending aoprovale

Approvede : N

| Report of Committee on Examinations on letter dated lMarch 3rd from
the =
Yederal Leserve Agent at Ste Louis, transmitting and recommending ap-
bro s ) . - ey 2 % !
Val of an application of the Cherokce National Bank of St. Louis, for 9

7 1D & reg : S ; o g
Teduction in its reserve requirements from 10, of demand deposits and

. AP
? Of time deposits to 7% of demand deposits amd 35 of time deposits, '

ndgp the provisions of Section 19 of the Federal Reserve Act; the Committee

8lso Tecommending approval.
Approvede.

doport of Cormittee on Zxeminations on memorandum dated larch
Y from the Comptroller of the Currency, recommending anmproval of an
a'17’IJlic*,zaLtJ'.on of The First National Bank of Pineville, La. for pemission
° Teduce jtg capital from (50,000 to {30,000, on condition that no money
b ®turned to the shareholders, but that the entire amount set free by
the Teduction be used for the purpose of teking out doubtful paper to be

t
I'llsteed_ for the benefit of sharcholders at date of reduction; the Com=-

Mo
-

I
ttee a3 S0 recommending approvale

;'\.ppI‘O vede

hfor FRASER
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Report of Committee on Examinations on letter dated liarch 5th
from the Federal Reserve Agent at Minneapolis, transmitting and recommend-
Ing approval of an application of The First Security State Bank of Red
ng, limm., for approval of its action in consolidating on December 31,
1925 witn the Security Losn and Trust Compeny of the same place under the
Rame Security Bank and Trust Company of Red Wing; the Committee also recom-
ending approval.

Approved.

Uemorandum from Counsel dated March 9th on the subject of the
.adviSability of seeking an zmendment to law to restore to Federal courts
juriSdiction over suits by and ageinst Federal Reserve banks; Counsel recom-
"ending that tne subject be placed on the program for discussion at the
forthcoming Governors! Conference, and that copies of his memorendum be
Seut immediately to the Governors of all Federal Reserve banks in order
that they'mag study the subject and consult with their counsel prior to the
Congerence,

Upon motion, it was voted to approve Counsel's
recormendation snd to place the subject of his
memorandum on the Governors' Conference programe

llatter ordered circulated at the meeting on llarch 4th, namely,
om0 T andymy, from Counsel dated February 25th submitting draft of & circu-
lay letter to the Governors of gll Federal Reserve banks on the subject
°f the eligibility for rediscount at Federal Reserve banks of factors'
Wtes Covering advances to producers of eggs, pouitry and butter, under

the .
Provision of the second paragraph of Section 13 of the Federal Reserve

gr FRASER

ed.org/
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ACt mares L £, & J . el
naking eligible the paper "of factors issued as such making advances

i gy

8xe : ;
; 1uslv91y to producers of staple agricultural products in their raw state".

Upon motion by ilre Hamlin, the proposed circular
letter was approved amd ordered transmitted.

j ' “atter ordered circulated at the meet ing on January 2th, namely,

lott, .
, bters dated January 18th and 21st, respectively, from the Chairmen of

the »
“ederal Reserve Banks of Kansas City and Dallas, with reference to

el e

8Dplicats
nd ic‘*thns for transfer from the 11lth to the 10th Federal Heserve District

e o b

Tileq vi4n
®d With the Board by the First National Bank and the Albuquerque National

Bane e
< of Albuquerque, Hew liexico, and by the First National Bank of Belen,

few 4

e

©Xico; iir. Walsh stating that if it is deemed advisableé and expedient

0 ;
8rant the applications there will be no objection on the part of the

Faq
e “ X X,
Tal Reserve Bank of Dallas, and ilr. lecClure stating that the Federal

Rege :
TVe Bank of Kansas City will interpose no objection and suggesting that ‘

the 4
Matter be arranged by the transfer of two counties in New llexico, Valencis ;
) N
g ;
Bel‘n&-lillo, in which Belen and Albuquerque, respnectively, are the only

Danies
an&lng towms,

Upon motion by Mr,. lliller, it was voted the

3 the Board's Counsel be directed to pnrepare
‘: proper orders approving the transfer of Valencia
i and Berna-lillo comties, Hew llexico, from the :
11th to the 10th district, the changes to be 2
effective on a date mutually agreeable to the
. Federal Reserve Banks of Dallas and Kansas Citye $
| ¥

4% this point , the Secretary of the Treasury entered the meeting and

00l
(i the Chair, Governor Crissinger exvlained that the Boand was about to
an N .
8i % % it
der tne following draft of a letter addressed to lir. Frank O. Wetmore, 1

Pes.
dent 0f the Federal Advisory Cowcil, prepared by lir. lIiller and dealing

afor FRASER
guisfed.org/
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W .
1%h the matter which he stated at the meeting of the Board on ilarch 4th

he ; .
Proposed to maxe the subject of a resolution at a meeting subsequent to

t) i
St Nate. My, Willew steted that he had decldsd Yo Eubmit tHe BEtser

in e : : . :
letter £om rather than make it the subject of a resolution.

the p "At the last conference of the Federa_'tl Adv:'Esorf/ Council and
£on ‘ederal Reserve Board. there was some discussion of the step
8gen by the Board toward assembling and publishing in the weekly
S.atemcnt of condition of the 61 reporting banks of liew York City
t;g};re,s covering so-called street loans of.those banks, to wit, loans
8ot iI‘Oz:fers and money dealers. This is now being done. .!h%le ti.llS
*0n had not been set down on the formal program of the Council
cinierence and no fomal action by the Council was taken, members of
w}il:hdgal‘d have the impression that the Council generally regarded
ta&vor the action taken by the Board.
{ Stans Since the above action was taken the Board has talen fur‘.cher
P8 to possess itself of information with respect to the security
Md street loans of each of the reporting New York City barks weekly
are Zi thci; borro*i*ingsﬂfrom the I\‘ederzi,l reserve bank 1:J}1¢?never these
in theorm 2,000 ,Ouu: The Board intends t:,o follf)w a similar procedure
B near future with resvect to reporting member banks at the most
Mportan: Federal reserve centers, to wit, Boston, Philadelphia,
®veland, Chicago, St. Louis ani San Francisco.
wil] o '01? t}.le subject oi.‘ security loans, the Federal Reserve Board
&Y in its forthcoming Annual Report:

'Under circumstances such as prevailed in the auturm of
1925, When the growth in member benk credit was largely in
Oans on seecurit ies, and when seasonal currency demands ac-—
Sounted for only a part of the increase in reserve bank credit,
?t Vas evident that the member banks as a whole were increas-
E tﬁg_their borrowings at the reserve banks in order to build up
\ ®lr reserve balances. The increase in reserve requirements
Vhich OCcasioned this borrowing could in turn be traced to the
STOWth in deposit liabilities arising from the increased volume
ot Security loans. Considerations of this character were among
: 'Fhe factors considered in INovember, 1925, when the disc mint rates
| Yere advanced at four of the reserve benks.

£ Before the Federal Heserve System was established an investment
(1) gara Portion of its resources in the call loan rarket by a bank was re-
1asteha§_ls- afifo;‘ding it a secondary rc-ase?ve. Zvents, particularly 1{1 the
a COnsjgi of the year 1925, seem to mdlc.:ate., howeve:f', tha t some, if not
? cderable mumber of banks are not disposed to withdraw investments
A¢ call loan market in order to meet local cormercial demands when

g FRASER
sfed.org/

N R R R

T W T R — T

R e’ i x e e




|
|
|
|
|
[

(Y

*§&

247
3/11 /26 e

n l

C;Iﬁ ipread be tween tl}e discgunt rate of-the.l?e@eral reserve banik a.nd_the

the caﬁn rate makes it pI'Of-ltablG to maintain 111tac}: its investment in :

loan market and to borrow from the Reserve bank to meet commercial

a,ig”izds. of its c*:lstomﬂers. It even appears, as briefl:fr set forth in the

crodite-‘fzra"m’;,.txmt tuef'e aroﬂ bgnkg tha}’c have r‘>een‘ using Federal rfaserve

that 1 Id}_l}lf}es to extend tfnelr inves cmenEs in the cal} loan ma_zuceE when

reServS &_pronts.ble procoe@.mg by ?‘oi?.son of the spread between the Federal
e discount rate and the prevailing call loan rates.

With | The Board is desirous of ascertaining the views of the Council
regard to

(1) The proper relation of Federal reserve banks to
the call loan market;

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

(3) The proper function under our benking system as
modified by the establishment of the Federal
reserve banks of banking investment in call
loanse

toie s I’E i? c':lear tliat tne Federal ;?Leservg Act never contemplated the
Sfon z_"the xaclllt.;ies of the Federal Reserve System to ?}1_7:@81.1; the': e::tiez_w.-
much ‘cl:. 10:?~ns by its member banks “to the call ma:r}_:et. '-ﬂne Board is giving
gethoy Ou.t.gnt-: to t%le dex.reloz)mezit' of a procedure wmcljl will_c}_lec.:k or ?.lto—.
Of bamm C‘_?llmn-late the misuse of Federal reserve _credlt facilities. A review

enking history during the last year shows that such misuse was made
Bzaigme m':'mbg'r ba.n::s,‘espec_ialls‘r in the lat 1';er portion of phe years The
Velo_oint‘hom:ore: desires the \.r.lwe‘;/s afnl ?.ss 1s‘i;ance gf t%l?'councll‘-ln %e—
desi}e g fi prc'>ceau1‘e to deal \ntn.thls sﬁ:uat;on. 'apecn 133.113{, \,he‘;)oard
questics)ntﬂe views and recormendations of the Council upon the following

S3

(1) What can 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

gr FRASER
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(c) 1In any other ways deemed approprizte and
effective by the Council?

Re Vhat, in the judgment of the Council, can the management
0f the Federal reserve banks properly do by wey of restrain-
ing such of their member banks as show a disposition to make
;')-mpmper use of the credit facilities of the Federal Heserve
ank?

It is presumed that the members of the Advisory Cowncil are already
Conversant with the practices and methods of their respective Federal
Teserve banks or can without difficulty fully inform themselves on
these mattors,

dealizing the importance of the difficulties of the questions that
&T¢ being submitted to the Council, the Board is tranmmitting them at
~t1_113 early date in advance of the next conference of the Advisory Council
"1th the Federal Reserve Board (tay 21st) in order that the Council may

ave ample time to study the situation which has given rise to these
grob]‘.ems end to recommend suggestions of practicable ways and means of
e"-’~111f1,-’3 with them in a manner at once effective and temperate.

“I'{ occurs to the Board thet the Council may want to delegate the study
oL this matter to a Committee of its menbership and that such a Cormittee
(" ok ﬁay need clerical, statistical or other assistance from the Federal
;‘;:ﬁrveABoax_'d. In invitnj.ng the coope mt;}on ‘oi‘ the Council in dealing
Rt these important matters the Board will be glad to place at the i

SPosal of the Council any assistance that it can which may be desired.

By direction of the Federal Reserve Board."

The Secrotary of the Treasury stated certain reasons which in his i
°Pin10n made it undesirable to give any publicity at this time to the views

°t the Pederal Reserve Boarnd with respect to the extent to vhich member banks

7 §q % ~ . - s
¢ make loans on stocks and securit ies, while at the same time borrowing

fron the

Federal reserve banks. His attention was called to the fact that

ti
as 2 S A ! ’ g%
. = W% the purpose of the Board to make public any views which it might

Bolg op s
on the subject, but that Iir. liller's proposal was to have the matter

discllssed Fix ; : TR ) L -
| Py the Federal Advisory Council with a view to securing its views

gl FRASER
icd.org/
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{V Cormendat ions. Governor Crissinger stated that lre ililler, at the re-
|
Qegt of A .
i the Board, had prepared for inclusion in the Board's Amual Heport
f
I
t
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#” the year 1925, which has not yet been made, in artiote dealing with
the Subject of call loans and call loan rates, that the Board had referred
%o Jur, Platt and himself with power the question of the advisability of
“luding same in the report, and that he and lir. Platt had reached a

deg
Ision that it was inadvisable to include the discussion of the subject
in the reportu

Thereupon, lir. Miller moved approval of the
letter as submitted by him, following whiech there
ensued & general discussion of the statements con-
tained therein, and suggestions were made anl ac-
cepted by Mre liller 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

v and the word "excessive" substituted in lieu thereof.
Following a discussion of the advisability of the
Board's approving the letter with the changes indicated,
lire Hamlin moved as a substitute for Mr. Miller's motion,
that the proposed letter be laid on the table for the
present .
! lire Hamlin's substitute motion, being put
5 by the Chair, was carried, Mr. Cunningham voting
'no", and Mre Miller "not voting".
o
The Secretary of the Treasury then left the meeting and the Governor
rat
U84 t0 the Ghairs
lr, Platt then presented letter dated February 9th from the Executive
cgmn
lttee 0f the Federal Reserve Bank of Atlanta, transmitting and recom-
mend -
! \ 1ng 8pproval of an application of the Citizens and Southern Bank,
I AVany, }
/v » Ga., for pormission to tale over the business of the Merchants
| Bage

o Valdosta, Gas, 2 non-member, and to establish a branch at that

‘E’ min =
; b together with certificate of the Supsrintendent of Banks approving

or FRASER
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© e t appears that

3
=0

stablishment of the branch in question and stating

U

the mp1; : o ” 2

¢ mblic convenience and advantage to the citizeuns of Valdosta and the
Su; : % - e ; -

Tounding territory will be promoted by the opening of such branch benk.
Nr, p : daes

* Platt submitted subsequent correspondence with the Federal Reserve

A
4 \ . * . - o we -
8t at Atlanta on the subject, including a telegram dated liarch 1lth,

re i ; . - . :
Questing advice as to the Board's action on the application.

The Committee on Examinations being divided on the
matter, lir. Platt recommending approval and 1ir. Cunningham
disapproval, it wes voted that the application be laid on i
the table until the meeting on Thursday, larch 18the

% :
\__“L@W SPAVDING COMMITIERS:
\ Dated,

February 12th, Recommending changes in stock at Federal Reserve
A liarch 9th, banks as set forth in the Auxiliary linute Book {
of this datee |
Approved.
llarch 8th, Recormending 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 ilimte Book 5
of this datce
Approvedes

Dated,

The meeting ad journed at 12:30 pame

)
=0

A'Pll>I’ove(1;
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