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A meeting of the Federal Reserve Board was held in the office of the

Federal Reserve Board on Monday, November 21, 1927 at 11:00 a.m.

PRESENT: Governor Young
Mr. Platt
Yr. Miller
Mr. Cunningham

Mr. McIntosh

Er. Eddy, Secretary

Mr. McClelland, Asst. Secretary

PRESENT ALSO: Mr. Wyatt, General Counsel •

The minutes of the meeting of the Federal Reserve Board held on

November 17th were read and approved.

Letter dated November 17th from the Assistant Secretary of the Federal

Reserve Bank of New York and telegram dated November 17th from the Chairman

Of the Federal Reserve Bank of San Francisco, both advising that the boards

Of directors at meetings on that date made no changes in the banks' existing

schedules of rates of discount and purchase.

Without objection, noted with approval.

Telegram dated November 18th from the Chairman of the Federal Reserve

Bank of Chicago, advising that at the regular meeting of the board of direct
or

Of the bank held on that date no action was taken with regard to the rates

ta effect at the bank.

Noted.

Mr. Cunningham requested to have recorded his

objection to the action.

Report of Committee on Salaries and Expenditures on letter .dated

November 10th from the Deputy Governor of the Federal Reserve Bank of

Minneapolis, transmitting and requesting approval of annual budget for the

Pederal Reserve Club of that bank amounting to 3,320 for the year 1927-28
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ana stating that actual expenditures during the year will amount to only

C'32,755, because of dues collected from members of the Club; the Board's

aomMittee recommending approval.

Approved.

Report of Committee on Salaries and Expenditures on letter dated Novem-

ber 11th from the Deputy Governor of the Federal Reserve Bank of New York,

advising of changes in positions at that bank made under the grade classi-

fication plan approved by the Board on January 12, 1926; the Board's Corn-

mittee recommending approval.

Approved.

Report of Committee on Salaries and Expenditures on letter dated

',vvamber 17th from the Federal Reserve Agent at Kansas City, advising that

subject to the approval of the Board the Executive Committee of the bank

has authorized an increase from .2,400 to ,i;2,700 per annum, effective

llovember 1st, in the salary of Mr. Paul 0. Looschen, special agent in the

ailed Banks Department; the Board's Committee recommending approval.

Approved.

Report of Executive Committee on memorandum dated November 16th

the Comptroller of the Currency, recommenaing approval of an applica-

ti°11 Of the National City Bank of Los Angeles, Cal. for permission to re-

°Ilea its capital from „1,000,000 to ,500,000 on condition (1) That the

as19unt of the decrease be used toward taking, out losses estimated by the

iner to be 601,012.31 - %?500,000 of the assets taken out to be trusteed

tc)r the benefit of shareholders and the remaining losses to be charged out

°f the bank and (2) That the bark increase its capital to :,,;1,000,0J0 on the
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1/ "Ine date, the new stock to be sold at a premium of 40p.

Upon recommendation of the Executive Committee, it

was voted to approve the capital reduction subject to the

condition's sugested by the Comptroller of the Currency.

deport of Executive Committee on memorandum dated November 17th from the

Uamptroller of the Currency, reeammendinr: approval of an application of the

Farmers National Bank of Bryan, Ohio for permission to reduce its capital

from ,1j'200,000 to 450,000, provided any loans made excessive thereby are

reduced to the legal limit.

to

Upon recommendation of the Executive Committee, it was

voted to approve the capital reduction on condition that

any loans made excessive thereby will be reduced to the

legal limit.

iteport of Committee on Jalaries and Expenditures on the matter 
referred

it at the meeting on ::ovember 17th, namely, letter dated november 16th

from the Chairman of the Federal Reserve Bank of Philadelphia, with r
espect

t°- the action of the board of directors of that bank on a request of the

Governor of the bank for a three months' leave of absence without p
ay.

The Governor stated that Governor Norris had spoken

to him regarding the matter and had requested that it be

held in abeyance; accordingly, it was voted that action

thereon should be deferred.

Letter dated November 15th from the Governor of the Federal 
Reserve

Ii4nk of New York, transmitting copies of letters addressed to the 
Managing

Director of the Norges Bank, outlining the terms and conditions 
under which

the Federal Reserve Bank of New York will maintain relations w
ith that insti-

tution.

Noted, with approval.

The Secretary then referred to the action of the Board at its 
meeting
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on November 17th in approving a time schedule submitted by the Federal Reserve

Batik of :Richmond, setting forth proposed inter-district time between Richmond,

Baltimore and Charlotte and the other Federal Reserve banks and branches, of-

upon the opening of the Charlotte Branch on December 1, 1927. He

stated that the Board had approved the scheiule upon advice from the Federa
l

Reserve Bank of Richmond that the time set forth therein was effective both

Ways between Charlotte and the Federal Reserve points involved, but that he

wss advised this morning by the Federal deserve Bank of Richmond that they

had incorrectly advised the Board and the time is to apply only from Ric
hmond,

Baltimore and Charlotte to the other Federal Reserve bank and branch cities.

Ifs stated that the Board, therefore, will be called upon to approve transit

tilms to Charlotte from all other banks and branches. He submitted a telegram

fliona the Federal deserve Bank of San Francisco, requesting that the Board

approve transit time of six days to Charlotte from San Francisco, Portland

and. Seattle and five days to Charlotte from Spokane, Salt Lake City and Los

411gales.

Upon motion, the time schedule submitted by the

San Francisco bank was approved.

Ilemorandum dated November 16th from Counsel, submitting 
articles of

association and organization certificate of the United States 
Foreign

Pillsncing Corporation, New York City, which it is proposed to 
organize

With the Board's approval under Section 25 (a) of the Federal 
Reserve

Act to engage in a business similar to that now conducted by the
 First

aderal Foreign Investment Trust; Counsel stating that the 
articles of

association and organization certificate appear to be in proper
 form
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and he knows of no legal reason why they should not be approved by the

Board, but calling attention to the fact that at the time of the or
p;aniza-

tion Of the First Federal Foreign Investment Trust the Board caused an

investigation to be made of the personnel connected with the Corporation

before granting the charter.

Act

Discussion ensued, following•which it was voted

that the Federal Reserve Agent at New York should be

requested to investigate the organizers of the pro-

posed corporation and report thereon to the Board.

Memorandum from Counsel dated November 9th with regard to the Clayton

application of Mr. Henry C. Thornton, involving the Continental Nationa
l

Bank and the Bankers Trust Company, both of Indianapolis, Ind., which the

Board on August 17, 1927 temporarily refused with the usual opportunity to

the applicant to submit additional information in support of his applic
a-

tion; Counsel stating that the question whether the two banks involved in

Mr. Thornton's application are in substantial competition is a close one

and that it is not clear that they are not in substantial competition for

aeposits, because of which, and the recommendation of the Federal Reserve

Agent, he is not able to recommend that the application be approved.. In

his MemOrandum, Counsel called attention to the fact, however, t
hat the

Board has recently granted similar applications.

Upon recommendation of the Law Committee, it was

voted to approve service by Mr. Thornton as a director

of the Continental National Bank and the Bankers Trust

Company, both of Indianapolis, Ind.

Memorandum from Counsel, dated November 7th, submitting Clayton 
Act

aPPlications of Messrs. Robert Bracken, Henry H. Hornbrook, 
Everett Lett,

J. Floyd King, -Charles N. Fultz, Alfred F. Gauding, Cornelius 
0. Alig,
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24gar H. Evans, Alan A. Ritchie, Harry F. 1,:cNutt and John E. Reed, all

involving the Union Trust Joint Stock Land Bank and the Union Trust Company,

'00th Of Indianapolis, Ind.; Counsel stating that in his opinion the Board

has no authority to grant the applications above referred to since neither

institution is a member of the Federal Reserve System, but that if the pro-

posed amendment to the Kern Amendment to the Clayton Act considered at the

last session of Congress should be adopted the Board would have jurisdiction

in the case. In his memorandum, Counsel also stated that he understands

that it is expected that this amendment or a similar one will be introduced

14 Congress at the next session and that in his opinion the Board would be

justified in withholding action on the applications referred to until it

iS determined whether the amendment will pass at the next session of Con-

Upon motion, it was voted to defer action on the
applications in accordance with Counsel's memorandum.

Memorandum dated November 18th from the Chief of the Division of Bank

°Perations, submitting statements of expenditures by the Federal Reserve

banks for educational and welfare work, etc. during the month of October

arid for the ten month period ending October 31, 1927.

Ordered circulated.

Letter dated November 15th from the Chairman of the Open Market In-

vestment Committee, advising that since his letter to the Board of November

1°th, there has been but a small increase in the holdings of government

securities in the System account - holdings,  including transactions com-

pleted on November 15th, being approximately A15,000,000 against .375,000,000

at the middle of last month, the increase of /10,000,000 representing pur-
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Chases to offset j50,000,000 of gold earmarkei for a foreign correspondent.

In his letter the Chairman stated that taking into consideration gold already

ea rmarked or shinned the Open Market Investment Committee is now about

'42,000,000 short of making offsetting rarchases,with .20,000,000 outstand-

ing commitments yet to be executed,

The above letter having been circulated among all
m-mbers of the Board, it was noted, as a matter of
record, inasmuch as the procedure being followed is
in accordance with the recent recommendations of the
Open Market  Investment Committee, which were anproved
oy the Board.

The Board's Counsel called to the Board's attention a letter addressed

to him under date of November 19th by 1,:r. Parker, Counsel to the Federal

ileserve Bank of Atlanta, requesting suggestions with reference to a proposed

rePlY to a letter addressed to the Federal _eserve Bank of Atlanta by the

Drygoois Comnany of Greenville, Alabama, complaining of the fact that

a bill of exchange drawn by the Jmith Drygoods Company on themselves payable

throurth the First National Bank of Greenville, Alabama, to 3. Goldberg and

°°mPan,y, New York, N. Y., had been returned by the Federal _;eserve Bank of

'&tlanta without presentation to the First National Bank of Greenville, Alabama.

,yatt explained that this was one of a series of similar items which were

being used by the customers of this and a few other banks iu Alabama for the

1:"Pose Of evading the par payment of their chec<s and that Mr. E. H. Smith

Of the Smith Drygoods Company is a director of the First National Bank of

G
reenville; Alabama. He called attention to the vies exnressed in a mem-

licium which he addressed to the Board on this general subject under date

Of Ilbvember 11th and suggestions made therein for handling this situation.
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lie 
thereupon submitted to the Board draft of a telegram to be addressed to

Mr, Parker over his signature, suggesting certain changes in the proposed

l'elaY to the Smith Drygoods Company designed to base the Federal Reserve bank's

refusal to handle these items as cash items upon the terms of Regulation J

rather than upon the terms of the law.

After discussion, Mr. Yiyatt was authorized to send Mr.
Parker the telegram, with certain amendments, and to sup-
plement this by personal letter expressing only his own
personal views.

In this connection Mr. Wyatt called the Board's attention
to the fact that Mr. Parker had also consulted Mr. Baker
on this subject and that Mr. Baker would probably construe
this as a continuation of his previous service in connection
with the effort of certain banks in Alabama to avoid the par
payment of their checks.

:t.--1-ZILiTS OF S?ANDING COMITTEES:

Dated, November 17th, Recommending action on application for fiduciary
powers as set forth in the Auxiliary Minute Book
of this date.

Recommendation approve

The meeting adjourned at 12:45 p.m.

411PrOVed:
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