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A meeting of the Federal Reserve Board was held in the office of the
Federal Reserve Board on Thursday, September 19, 1929 at 11:00 a.m.
PRESENT: Govemor Young
Mre Platt
lir. Hanlin
lire James
lire Cunningham
Lire McClelland, Asst. Secretary
PRESENT ALSO: 1lr. Smead, Chief of the Division of
Bank Operationse.
lr. Wyatt, General Counsel.
Mre Noel Rush, President of the Lincoln Bank and Trust Company of
Louisville, Mr. Dale, attorney for that institution, and iir. L. H. Bailey
of the Examination Department of the Federal Reserve Bank of 5te. Louis, were
also present and the Board conducted a hearing regarding the real estate
mortgage bond business handled by the Lincoln Bank and Trust Company under
a condition imposed by the Board on July 22, 1925, that "the total liability

0f the Lincoln Bank and Trust Company as obligor on bonds issued by it and

~ as guarantor of notes or bonds secured by real estate mortgages and sold by

1t **x plus its aggregate liability to depositors, will not at any time ex-
ceed an amount equal to ten times its unimpaired capital amnd surplus".

The Assistant Secretary reported that some time ago the limit fixed
by the Board was exceeded, and correspondence between the member bank and
the Federal Reserve Bank of St. Louis resulted in a request for a hearing
before the Board.

Messrs, Rush and Dale then advised the Board that the real estate
mortgage bonds handled by that institution are not direct oblications of the
bank but are obligations of customers of the bank and are sold with a guaranty
by the bank of payment of interest and an agreement to repurchase if not paid

at maturity by the principal obligors. The bonds, they stated, are secured

Rigitized for FRASER

4

guisfed.org/




141

9/19/29 -2

D

il N

by specific pileces of real estate and are paid on a monthly amortization basis.
1f the regular payments are not made, they stated that the property securing
the bond is foreclosed and the bond called for paynent, as a result of which
? policy no bond has ever matured in default. They expressed the opinion that
| inasmuch as the bank has no direct liability in connection with these bonds,
their sale should not be limited to the figure fixed in the condition imposed
by the Board. They pointed out that the bonds handled by their institution
differ from those sold by other member banks in Louisville, which are direct
liabilities, being in the form of debentures of the issuing bank secured by
4 gensral pool of real estate mortgages.
‘The Board then went into executive session and discussed the advisability
' Of amending the condition previously imposed on the Lincoln Bank and Trust
Company, It was agreed that the bonds issued by the Lincoln Bank and Trust
Company represent a contingent, if not a direct, liability and come within
the limitations prescribed by the Board. It was the consensus of opinion
that although there would seem to be no objection to the volume of such busi-
Ness now handled by the bank or to some increase in that volume, it would be
Unwise to fix a definite higher figure to which the bark should be yermitted
to go. The suggestion was made that the board should advise the member bank
that although its aggrezate liability on account of deposits and real estate
i mortgage bonds sold with its agreement to repurchase at maturity has exceeded
i the limit fixed by the Board, no objection will be interposed at this time or
in the future unless and until, in the opinion of the Board, the aggregate liabil-
;] . ities of the bank reach too large a figure, and then only after reasonable not ice

x t0 the bank and an opportunity to be heard.
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lMessrse. fush and Dale were then called back into the meeting and, after
discussion, advised the Board that adoption of this suggestion would be agree-
able to them.

Upon motion by lMre. James, the Govermor was
authorized to prepare an appropriate letter to
the Federal Reserve Bamnk of St. Louis.

Messrs. Rush, Dale, Bailey and Smead then left the meeting.

At this point, President Fleming of the Riggs National Bank of ./ashington
and President Donaldson of the Commercial National Bamk of this city entered
the room and discussed with the Board the question of reserves against certain
deposits carried by their institutions which, in their opinion, should be classed
as government deposits. The Govermor stated that the matter has already been

' ‘ brought to the attention of the Board by the Federal Reserve Bank of Richmond
‘3 | which has been requested to secure from the member banks, for the information
of the Board, complete information regarding the character of the deposits in
question. He stated that the matter would be carefully considered by the Board
and, at the request of lir. Donaldson, he and Mr. Fleming were extended the
privilege of consulting with the Board's General Counsel before any formal
ruling is made by the Board.

Matter approved on initials on September 17th, namely, application
for the surrender of 3,000 shares of stock in the Federal Reserve 3ank of
Chicago, standing in the name of the Chicago Trust Company, Chicago, Illinois,
Which recently consolidated with the Woodruff State Bank, 2 nommember institu-
tion,

’j’i . Fomally approved.

Telegrams dated September 18th from the Chairmen of the Federal
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Banks of Philadelphia and Ste Louis, both advising that their boards of di-
rectors at meetings on that date made no changes in the banks' existing
schedules of rates of discount and purchase.

Without objection, noted with approval.

Reports of Committee on Salaries and Zxpenditures on lists submitted
by the Federal Reserve Banks of New York and Richmond of employees for whom
the directors of those banks approved leaves of absence with pay, on account
of illness, during the month of August, in cases where the total of such
absences since Jamuary 1, 1929 has exceeded thirty days; the Board's Cormittee
recormending approval of the salary payments involved.

Approved.

Letter dated September 16th from the Federal Reserve Agent at Chicago,
advising that on September 22nd he will leave for San Francisco to attend the
annual convention of the State Bank Commissioners on September 25-26 and the
convention of the American Bamkers Association the following week, retuming
to his office about the middle of October.

Notede
Report of Committee on Salaries and Expenditures on letter dated
September 12th from the Chairman of the Federal Heserve Bank of Boston,
advising that the Association of State Bank Commissioners is to be invited
to hold its 1930 convention in Boston, and requesting approval by the Board
of an expenditure of ;500 for entertainment in case the invitation is ac-
Cepted; the Board's Committee recommending approval.

Approved.
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Report of Committee on EZxaminations on letter dated September 13th
from the Assistant Federal Reserve Agent at Cleveland, transmitting cor-
respondence in connection with recent reports of examination of the Gibson-
burg Banking Company, Gibsonburg, Ohio, the Steubenville Bank and Trust
Company, Steubenville, Ohio and the Union Savings Bank and Trust Company of .
Steubenville, Ohio; the letter stating that the corresponience has been re-
viewed by the Executive Committee of the Federal Reserve Bank wh;ch did not
take formal action, although it requested that it be kept informed of the
progress being made by the institutionse.

Upon recommendation of the Committee on
Examinations, the above letter was noteds

Report of Committee on Examinations on letter dated September 13th
from the Assistant Federal Reserve Agent at Cleveland, advising that in view
of unsatisfactory conditions disclosed by the recent state examination of
the Citizens Banking and Trust Company, Conneaut, Ohio, arrangements are
being made for a joint examination within the next few days, the expense of
Federal ieserve bank participation to be assessed against the member bank.

Upon recommendation of the Conmittee on
Zxaminations, the above matter was noted.

llatter approved on initials on September 17th, namely, acceptance of
the resignation of Mr. John D. Heising as Assistant Federal Reserve Examiner,
effective at close of business September 17th.
Formally accepted,
liemorandum dated September 17th from the Chief of the Division of Bank
Operations, transmitting statements of expenditures by the Federal Reserve

banks for educational and welfare work, etc., during the month of August and
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for the eight months ending August 31st.
Ordered circulated.
Letter dated September 1lth from the Deputy Govemor of the Federal
Hdeserve Bank of New York, with regard to the status of the Open Liarket Investment
Account and conditions in the bill and government security markets.
HNoted.

The Assistant Secretary then presented for the record the following resolu-
tion adopted by the Federal Advisory Council following its meeting with the Board
on September 17th:

""The Advisory Cowncil, after consideration of Governor
Young's explanation of the open market policy adopted follow-
ing the fixing of the New York Federal Reserve Bank rate at
6/, believes that the increasing of the New York Bank rate to
65 and the reduction in the buying rate for bills in the open
market have worked satisfactorily thus far and have the approval
of the Council.

The Council concurs in the thought that the Federal reserve
banks should buy acceptances to such an amount as may be neces-
sary to avoid any greater burden on commercial business and sug-
gests that these purchases should be made only as the nced develops.”

Noted.
Governo r Young then referred to a telephone conversation with Governow

Harrison 0f the Federal Reserve Bank of New York, regarding the advisability of

holdin% a meeting of the Open liarket Investment Committee early next week for

t " ; . ; : .
he purpose of considering the purchase of a limited amount of govermment securities.

H f
8 stated that Tuesday was suggested as the date for the meeting and no objection
W88 expressed by the members of the Board.

DO OO A B A ah A s
SEPORDS OF STANDING COMMITTEES:

LB .
(M ated, September 18th, Iecommending changes in stock at Federal Leserve Banks

as set rorth in the Auxiliary ilinute Book of this date.
fecommendations approved.
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KEPORTS OF STANDING COMMITTERES: (Cont'd)

Dated, September 7th,

Dated, September 17th,

Dated, September 19th,

Dated, September 19th,

Dated, september 19th,

Dated, september 19th,

Dated, september 19th,

Dated, September 19 th,

(o
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Recormending action on an application for fiduciary
powers as set forth in the Auxiliary kiinute Book of
this date.

Recommendation approvede.
Recommending action on an application for admission
of a state bank, subject to the conditions stated in
the individual report attached to the application,
as set forth in the Auxiliary ilinute Book of this
dates.

Recommendation approved.
Recommending approval of the application of lire. Frank
Je Kohn for permission to serve at the same time as
director and officer of the Peoples Kational bank and
frust Company of Chicago, Ill., and as director of the
Standard National Bank of Chicago, Ill.

Approved.

Recommending approval of the application of Lr. Clarsnce
Re i/ebster for pemission to serve at the same time as
director amd officer of the Peoples Kational Bank and

- Trust Company of Chicago, Ill., and as director and of-

ficer of the Standard National Bank of Chicago, Ill.
Approved.
Recommending approval of the application of Lr. R. 7.
Schlesinger for permission to serve at the same time as
director of the Peoples National Bank and Trust Company
of Chicago, I1l., and as director of the Standard Nation-
al Bank of Chicago, Ill.
Approved.
Recommend ing approval of the application of lir. E. Nylin
for permission to serve at the same time as officer of
the Peoples National Bank and Trust Company of Chicago,
Ill., and as director of the Standard Hational Bamk of
Chicago, Ill. :
Approved.
Recommending approval of the application of lLir. H. C.
laycock for permission to serve at the same time as
director and officer of the Peoples National Bank and
Trust Company of Chicago, Ill., and as director and
officer of the Standard National Bank of Chicago, Ill.
Approved.
Recormending approval of the application of ilr. Robert
Be. licEwan, Sr., for permission to serve at the same
time as director of the National Iron Bank of Liorristown,
N+ Js, @and as director of the First National Bank of
Whippany, He Je :
Approved.
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REPO3TS OF STANDING COMMITTEES: (Cont'd)

Dated, September 19th, Hecommending approval of the application of lr. Calvin
A. Agar for permission to serve at the same time as
director of the First National Bank of Whippany, N. Je,
and as director of the National Iron Bank of lorris-
tOWIl, Ne Je
Approved. :
Dated, September 19th, Recommending approval of the application of lir. Wme Ge
Berlinger for permission to serve at the same time as
' director of the National Security Bank & Trust Company
of Philadelphia, Pa., and as director and officer of
the Integrity Trust Company of Philadelphia, Pa.
Approved.
Dated, Septemper 19th, Recommending approval of the application of Mr. Carroll
P. Bassett for permission to serve at the same time as
director of the First National Bank & Trust Company of
Summit, N. Je, and as director of the New Jersey Nation-
al Bank & Trust Company of Newark, N. Je
Approved.
, Dated, September 19th, Recommending approval of the application of lire. Je Wme
‘ Hardt for permission to serve at the same time as of-
Ef" . ficer of the Philadelphia National Bank of Philadelphisa,
b Pa., as director of the Republic Trust Company of
Philadelphia, Pa., and as director of the United Security
Life Insurance & Trust Company of Philadelphia, Pa.
Approved.
Dated, September 19th, Recommending approval of the application of Mr, James
Ge Bright for pemission to serve at the same time as
director of the Florida National Bank of Jacksonville,
Fla., @md as director of the Florida National Bank at
Lakeland, rlae.
Approved.
Dated, September 19th, Recommending approval of the application of Lr. Benjamin
S. Weathers for permission to serve at the same time as
director and officer of the Florida National Bank of
Jacksonville, Fla.,, and as director of the Florida
National Bank at Lakeland, Fla,
X Approved.
Lated, Septemver 19th, ZRecommending approval of the application of Lir. John Ke
Hardy for permission to serve at the sames time as di-
rector and officer of the Bankers Trust Company of Salt
Lake City, Utah, as director and officer of the National
Copper Bank of Salt Lake City, Utah, and as director of
. the First National Bank of Park City, Utshe
6 Approved.
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g REPORTS OF STANDING COIMITTEES: (Cont'd)

Dated, September 19th, Recommending approval of the application of lir. Waddil
Catchings for permission to serve at the same time as
director of the lManufacturers Trust Company of New York
City, as director of the Foremamn National Bank of Chi-
cago, Ill., and as a member of the firm of private bank-
ers doing business under the name of Goldman, Sachs &
Company of New York Citye.

Approved,

Dated, September 19th, Recommending approval of the application of lir. lercer
Ve White for permission to serve at the same time as
director of the TFirst National Bank of liexico, H. Y.,
and as director and officer of the First Trust & Deposit
Company of Syracuse, N. Ye

Approved.

The meeting adjourned at 1:30 p.m.

ot
/ j U Owipni
;// ////” Assistant Secretary.

I‘.-/!,/ [/'ff / 72/
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f g Governor.

Approved:

@
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