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A meeting of tie Federal Reserve Board was held in the office of the
Faqe .
T8l Reserve Board on Wednesday, April 4, 1928 at 11:00 a.m.
PRESENT: Governor Young
Mr. Platt
Ire. Hamlin
Mre. Miller
lr. James
lire McIntosh
ir. Eddy, Secretary
Lr. McClelland, Asste. Secretary
PRESENT ALSO: Mr. Wyatt, General Counsel
iy
The minutes of the meetings of the Federal Reserve Board held on March
Blst
8nd April 2nd were read and approved.
Ur, Wyatt then discussed with the Board a suit filed in the Supreme Court
of Z
he District of Columbia for the purpose of obtaining a writ of mandamus
ire s
ting the Board to approve the articles of association and organization
Qert.
ficate of the proposed United States Foreign Financing Corporation and
03
88Ue to that corporation a certificate to commence business. lre iyatt
l‘epo
r
ted that upon investigation he found that the proceedings governing in
SUits in the District of Columbia are controlled entirely by a statute
Whic
R will not, permit the filing of a bill to dismiss on purely legal grounds
op
t : /
he flling of a demurrer. He stated that on the contrary the statute re-
quy
v that the defendant in such asuit by the day named in the court order,
le
.8 extended, shall file an answer fully setting forth all defenses upon
W}lie
% he intends to rely. He pointed out that this makes the preparation
of ¢y,
® Board's answer to the complaint a most important step and inguired
L
8th
8 the Board wishes his office to handle the case, in conjunction with
|
Dited states District Attorney, or whether it wishes to employ special

Coun
s 2
®l. He stated that in the latter event he believed the special counsel
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B s s
honld be brought into the case immediately in connection with the preparation
of
b answer, as several important questions will have to be determined upon
ef
OT same is filed.
After some discussion regarding the suit and the nature
of the Board's answer, upon motion it was voted that the
Governor be authorized to arrange for the employment of spec-
ial counsel in connection with the defense of the suit.
Counsel called attention to the fact that such speqlal.
Counsel will be employed by the Board itself and E?at 1? will
be necessary that the compensation to be paid be fixed in ad-
Vance,
Mr. Wyatt then left the roome
The Governor reported that following the me eting of the Board on April 2nd
hg N
i DGPUty Governor Harrison had an interview with the 3ecretary of State,
re s - 3
garding the proposed Rumanian currency stabilization, vhich interview was
8 bl :
» attended by Assistant Secretary of State 0lds and Dr. Young, Financial
Vi : X
AheY of the State Department. He stated he was advised by the Secretary
of .
. State that the Department's attitude in the matter would be communicated
0 :
: iy Board later and that accordingly yesterday afternoon he was informed
b
V the Secretary to the effect that the State Department would interpose o
Ob 3 t
“eCtion to participation by the Federal Heserve banks in the central bank
Craq. .
Sdit involved in the program. The Governor also reported that the Secre-
ta
TV or State advised him that the procedure which has been followed in the
Pag }
% of referring matters of this kind to the State Department informally
8¢
ntirely satisfactorye.
The Governor also stated that when he discussed the matter with the Secre-

ta
* of the Treasury on Saturday, although the Secretary did not have an op-

Do :
rtunity of going very fully into it, he indicated that he was in favor of
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approv1ng the action of the New York directors as outlined in the letter ad-
Irosseq to the Boa?d by Deputy Governor Harrison under date of March 30th.

. Deputy Governor Harrison of the New York bank was then called into

he Meting ang discussed with the Board further the proposed participation

of the
Federa) Reserve Bank of New York in the central bank credit to the

Nag g
On, ) - . s s :
: 8l Bank of Rumania. Following this discussion, lir. Harrison left the

I‘QOm‘

lr. Hamlin moved that the Board approve of the negotia-

t?OnS entered into by the Federal Reserve Bank of New York
With the Bank of France for a credit arrangement in favor

Of the National Bank of Rumania, upon the conditions and
reservations set forth by the New York bank, and with the
Understanding that the other Federal Reserve banks will Dbe
allowed to participate in the arrangement as finally made

by the Federal Reserve Bank of New York

- Mr. Hamlin's motion being put by the chair was carried,
he members voting as follows:

Governor Young, '"aye'
Mr. Platt, "aye'"

Mr. Hamlin, "aye"
¥r. McIntosh, '"aye'
Mr. Miller, "no"

lire. James, '"mno"

Mr. ¥Miller stated:

"I voted 'mo' upon this resolution because the informa-
tion available to the Board in connection with the whole umanian
Scheme of finance (with which the plan of monetary stabilization
i interrelated) is still so much in the formative stage as to
make a definite undertaking by the Federal Reserve Banx of New
York at this time practically equivalent to sponsorship for the
?iHQHCial arrangements in contemplation for Rumania. Virtually
it appears to me that the Federal Reserve Bank of New York be-
Comes with the Bank of France a co-organizer and injorser of the
Rumanian scheme. A4s 1 view it, this is beyond the proper province
and function of the Federal heserve Bak, &nd there appear to me
to be particular objections to it in the present instance.

"The information before the Board is to the effect that
48 yet only one European Central Bank has been consulted with
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"regard to the Rumanian plan, namely, the Bank of ZEngland.
It appears that the Bank of England does not regard with
favor the set-up and guarantees in connection with the
{umanian plan, in other words, is not satisfied with the
risk, and for that reason has thus far abstained rrom ac-
cepting the invitation to participate in the proposed plan
for a stabilization credit. So far as the Board's informa-
tion goes, it does not appear that any other Central Bank
has as yet been consulted; in other words, the Federal Res-
erve Banx is in as a party to the proposed arrangements a-
head of any European (entral Bank except the Bank of France
which, for special reasons, is the proponent of the plan.
This appears to me to be objectionable. The Federal 3Resarve
Bank might well have waited until it should appear whether
and how the proposed Rumanian plan would 'take’ with the
principal Central Banks of Furope; for the working out of
suitable solutions, set-ups and guarantees for the financial
and stabilization problems of the smaller countries of Europe
is primarily a Suropsan responsibility and one, in my opinion,
not to be interfered with by premature commitment or action
on the part of the Federal Reserve System.

"There are, also, other aspects of the procedure in con-
nection with the Rumanian arrangement which I think are open
to serious objection at this stage."

Mr. Hamlin explained his vote in the affirmative by stat-
ing that the Federal ieserve bank expressly declinel to as=
sume any responsibility as to the preparation of the stabil-
ization plan, and has reserved the right to withdraw from
the syndicate agreement if the stabilization plen ultimately
adopted or the details of the syndicate agreemsnt are not
satisfactory to ite.

The
Governor then stated that the term of Mre Hamlin as a member of the

R
R
Tog Ommi ttee expired on March 3lst and that in the regular order of
ati
On . e - s
“%h 4T liller would serve on the Committee for the quarter eniing June
.

Matt

8 P, “

Stay * approved on initisls on April 2nd, namely, application of The
8

i : Sheiatey
Dm% 18s Bank of lobile, Ala. for permission tO exercise general fiduclary
r

> e f 4 i s s
“°n fective if and when it is converted into & national banking assocla-
ang
l 3 - .
8 S 8uthorized by the Comptroller of the Currency to commence business

lobj
lle National Bank, Mobile, Ala."

SER
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Formally approved.
Letter dated 1farch 30th from the Assistant Federal Heserve Agent at

BOst
0 S X
n, 8dvising of the adoption on that date of the following schedule of

ates o
f
Or purchases of bankers acceptances:

1 to 30 days - 3 1/2h
31 to 90 days ~ 3 5/8%
91 to 120 days - 3 3/4%
121 to 180 days - 4%

Without objection, noted with aypprovél.

Le
tter dateq April 2nd from the Secretary or the Federal Ressrve Bank
t cl
e . LEeg / 5
Velang, advising of the adoption on ilarch 30th of the following schedule

of 4

ates = i
for purchases of acceptances:

Bankers: v
1 to 30 days - 5 1/2)
31 to 90 days - 3 5/8
91 to 120 days - 3 5/45
121 to 180 days - 45
Repurchase - 3 1/2p

Trade - 4/3

Without objection, noted with approval.

i
e
1egram dated April 3rd from the Secretary of the Federal Reserve

0 A
3 Atlenta, ang letters dated lMarch 50th and Slst from the Governor

and

Chas .

g Ai™man of the Federal Reserve Bark of Dallas, advising of the establish-
it :

" Narch 30ty of the following rates for purchases of bankers acceptances:

1 to 30 days - 3 1/2@
31 to 90 days - 3 5/8j
91 to 120 days - 3 3/4k
121 to 180 days - AT
Repurchase - 3 1/2}

Without obJectlon, noted with approval.

1egram dated April 3rd from the Chairman of the Federal Reserve Bamk

SER
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Ofs
an ; Sl - . x : o
Franclsco, advising of approval by the Executive Committee oi that
ban,
of - ’ e
the following schedule of rates for purchases of bankers acceptances

e8fy 3
€ctive llarch 30th:

1 to 30 days - 3 1/2%
31 to 90 days - 3 5/8%
91 to 120 days - 5 B3/[4%h

Without objection, noted with approval.
el
®gram dated April 2nd frgm the Chairman of the Federal Reserve Bank
of i g
nneaPOlis, advising that the rate of 3 5/8) reported in his telegram

of s
-'.Iarc- .
h 30th for purchases of bankers acceptances under resale agreement
Was N
in : .
®Tror and that the rate should have been reported as 3 1/2j.

i/ithout objsction, noted with approval.
Let
ter dated April 2nd from the Assistant Treasurer of the United States,
isin S
® that no applications were received from National banks during the

%art
er ‘ Mt
®nded iarch 31, 1928 for the sale of bonds under Section 18 of the

Fed
e :
it ﬂeserv@ Act e

loted.
&
of“emorandum dated April 2nd from the Assistant Director of the Division
r tesearan and Statistics, submitting and recommending acceptznce of the -
CRE
A lgnation of Mr. Jack L. Schneider, messenger in the Division, effective
briy 15ty

Accepted.
qn:mp°rt Of Cormittee on Salaries and Zxpenditures on letter dated april
Tom the Comptroller of the Currency, recormmending approval of an in-
® frop $5,200 to 5,600 per snnum in the salary of National Bank

E. B, 7ilson; the Board's Committee also recommending approvals

Approved.
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}_ 8port of Committee on Salaries and Expenditures on letter dated April

4th ¢
fro A
M the Comptroller of the Currency, recormending approval of a salary

of 3
#4,000
Per annum for National Bank Bxaminer George L. Medill, assigned

! t
0 the pps
$ Third Federal Reserve District; the Board's Committee also recommend-

i
8 approve)

Approved.
R e s . = 2
8Port of Cormittee on Salaries and Expenditures on letter dated liarch

fr
: Om the Federal Reserve Agent at St. Louis, advising of the action of
hg »

LXe ik
. Cutive Committee of that bank in voting to extend for a period of
I}irt .

v days from April 6th, with full pay, leave of absence on account of

3
r neSs s
;¢§ breviously granted ir. J. . Rinkleff, controller of the banks; the

(1 ] Boardv
s-\ » 7 ! .
Committee recommending approval of the salary payment involved.

approvede

4deport of Zxecutive Cormittee on memorandum dated Larch 28th from
*he 3ot
ing Comptroller of the Currency, recommending approval of an applica-
tiou Of m
The First National Bank of Ladonia, Texas for permission to reduce

Cans
: Pital from ;125,000 to $100,000, on condition that the 325,000 released
8

uSe i
4 for the purpose of establishing a surplus of 515,000 and eliminating

th
&1

Os : i - £
: S8s set forth in the last report of examination; the Board's Committee

BQO

mm d3

4 *0d ing approval subject to the conditions suggested by the Acting Comp-
8r,

‘ Approved.
5 Report of ixecutive Committee on memorandum dated March 30th from
4
ety ;
ting Comptroller of the Currency, recommending approval of an &ppli-

Qat +
lon :
Of Dhe rirst National Bank of Hemet, Cal. for permission to reduce
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its c
a .
Pital from ;100,000 to 50,000 on condition (1) that the entire amount

8ssessment of 50/ of the present capital be fully paid in; (2) that no

Tong
b Tt : :
Y b8 returned to the shareholders in connection with the reduction in

Capitq
1 -an assets heretorore charged off and those charged of £ at examina-

» totaling approximately $232,000, together with any assets charged off

:Srnrt Of the reduction, to remain the property of the bank and any salvage
(hBFGQn_to be credited to the profits of the bank if and when collected; and
%) that When the reduction in capital is effected $5,000 de placed in the

8

1urp1“8 fund, 410,000 in undivided profits and approximately ;35,000 be used
. eliminating certain doubtful assets listed.

Upon recormendation of the Executive Committee the
:?duCtion in capital was approved subject to the condi-
lons suggested by the Acting Comptroller.

Repg 3
i POrt of myecutive Committee on memorandum dated Merch 29th from the
*ting
g Comptroller of the Currency, recommending approval of an application
Of th e
8 Pi . - :
Pirst yational Bank of Rotan, Texas for pemission to reduce its

Jityg y
1 from #50,000 to $30,000 on condition that all stock be retired pro
rata
t 2 - -
» that pq money be returned to the sharenolders, and that the entire

amo'u
nt
Of the reduction be used to eliminate "other real estate" and other

des 3
i
. T8ble assets or for the reduction of the carrying value of banking
OuSe
* furniture and fixtures, all "other real estate" or undesirable as-
Set
g % %
moved to be trusteed ror the benefit of shareholders at the date of

Y
ed'uc‘tion.

Upon recommendation of the Executive Committee, it was
Voted to approve the capital reduction, subject to the con-
ditions suggested by the Acting Comptroller.
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Hemorandum dated larch 30th from the Chief of the Division of Bauk
operati°n5, Submitting statements of expenditures by the Federal Reserve
Mk for educational and welfare work, etc. duriﬁg the month of February
" gor the two months period ending February 29th.

Ordered circulated.

Memorandum from Counsel dated March 27th, submitting draft of reply
toletter datedq March 15th from the Cashier of the Pasadena National Bank,
&Sadena, Cal, with reference to the right of that bank to act as registrar
i Stocks and bonds; the proposed reply stating that the Board 1is advised
:mt there are ng Ccalifornia state banks in cities the size of Pasadena
: °38pital less tnan 15200,000 acting as registrar of stocks and bonds,

4 thay Since the Pasadena National Bank has a capital less than this

%munt the Board nas no authority to grant the psmmit requested. The let-

% rsuhMitted by Counsel also stated that it is not within the power of a
;%ional bank to act as registrar unless it obtains a permit from the Board
rndin his memo randum he suggested that the proposed reply, therefore, be
efarred to the Comptroller of the Currency for approval before being trans-

Upon motion, it was voted to refer the proposed
letter to the Pasadena National Bank to the Comptrollgr
of the Currency, in accordance with Counsel's suggestion.

N &em°randmn from Counsel dated March 24th, with reference to the fi-
ucia

r S
) o application of the City National Bank in Miami, Fla., & newly organ-
lzed

0 Mk which recently consolidated with the City National Bank and Trust

i
"y of ¥ismi and is handling a few trusts retained when the majority

of
th
"¢ tryusg business of the City National Bank and Trust Company was trans-
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"I t0 & state institution known as the City Trust Compeny; Counsel sug-

@Sting that before acting upon the application, which is made i

angg ..

;me 71th the Board's xegulations although not. believed to be technically

ecessary’ the Board take up with the applicant bank a statement contained

: % letter addressed to the Federal Reserve Agent at itlanta that it is

0

ht e intention of the bank to qualify for the exercise of trust powers

tJ *he deposit ¢ secarities with state authorities.Counsel pointed out

i:t Wder the 1aw and regulations of the Board if the City National Bark
ML 45 to exercise trust powers it must deposit securities with the

8
atg ;
a 2 -
Uthorities as recuired by state law.

Upon motion, it was voted to instruct Coumsel to
prepare an appropriate letter to the applicant bank.

e ™ Governor then reported that following the mseting of the Board on

r

°h 30th he wired the Deputy Governor of the Federal Reserve Bank of Dallas
mu;uiZZuld that bank comply with the request of the Paciric National Agri-
. Credit Corporati?n of Fresno, made though the Federal Intermediate
fgr:t Bank of Berkeley, that the Bl Paso Branch be designated as its agent
Chay, B Derformance of certain specified operations, the Board feels that a
u)h?e Should be made for the services rendered by the Branch and would like
: “V® suggestions as to what would be a proper basis therefor, anticipat-
¥ that Other requests of the kind may be received and that some definite

Step :
bolicy should be worked out. He reported that mo reply to this tele-

a8 yet been received. He also stated that he discussed the matter

Mp, - e :
* Sugene Meyer, Farm Loan Commissioner, who informed him that there
T
On] : : ¥
¥ two agricultural credit corporations 1n existence and it is unlikely
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W other requests of the kind will be received.
Memorandum from Counsel dated liarch 23rd, submitting for the use
0
fthe Seoretary of the Treasury in a proposed letter to the Chairman of
:m Comnitteg on Bankine and Currency of the Senate, a memorandum relative
BOS. 8024, a 111 to nprovide for the establisiment of Federal Coopsrative
ks ang g Federal Cooperative Reserve System and for other purposes'.
Upon motion, the memorandum submitted by Counsel
Was approved and ordered transmitted to the Secretary
Of the Treasury.
: Memo randum from Counsel dated March 12th, submitting draft of letter
0
i Chaiman of the Committee on Banking and Currency of the Senate, pre-
8 T the sizmature of the Secretary of the Treasury, with regard to
B.d508’ 8 Dill "to increase the number of members of the Federal 3Zeserve
0
rand’ Y0 make the Board more representative, to provide for the proper con-
; ° ang Squitable distribution of the credit supply, to establish closer
0
ki Petween Congress and its agent, the Federal Reserve Board, and for

Oth
6 Purpogegn,

Upon motion, the letter submitted with Counsel's
Mmemorandum was approved.

Memorangum from Counsel dated February 23rd, prepared at the request

Of

e
i Gllbert. Supervisor of Examinations, with respect to the proper clas-
Ticat ;
at S
on of deposits due in exactly thirty dayse.

Ordered circulated.

P\':'Pol
o 3'1‘" 4
2 OF STANDING COMMITTZES:

Date

1«
1 areh 3lst, Recommending changes in stock at Federal Reserve Banks
4Pril 3rd, as set forth in the Auxiliary lMinute Book of this datee
Recommendations approved.
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RBPoRMA
RTS OF STANDING COMMITTEES: (Cont'd)

Da
$ed, varen 29th, Recommending action on applications for fiduciary
4pril 2nd, powers as set forth in the Auxiliary Minute Book
of this date.
Datgq Recommendations approved.

» March 27th, Recormending action on applications for membership
3lst, by state institutions as set forth in the iuxiliary

April 4th, 1inute Book of this date.
Recommendations approv

The meeting adjourned at :40 peme

ﬁ5 ) 14 Secretary !






