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

Te "

d deral Reserve Board on Tuesday, June 16, 1931, at 10:35 a. m.

PRESENT: Governor lieyer '
Mr. Hamlin
Mr. Miller
Mr. Magee
Mre. Pole
Mr. lcClelland, Assistant Secretary.

The Governor presented the following telegram dated June 15th from

the
Governor of the Federal Reserve Bank of New York, which was received in

the
Boardrs orrices late yesterday afternoon:

Of the directors of this bank in authorizing the officers to enter
to an arrangement for a period not to exceed one year to pur-
Chase up to the equivalent of not more than {}3,000,000 of prime ;
Commercial bills bearing at least two names endorsed or guaranteed l
i

i
"Referring to the Board's letter of May 15 approving the action !
i
1

¥ the Austrian National Bank we have advised the Board that our
Participation in this arrangement was Tinally effected for the
®Quivalent of 7,700,000 schillings and that we have recently pur-
d ehﬁf_ied bills up to the equivalent of that amount from the Austrian ;
@tional Bank. We have today received an urgent cable from the :
ank for International Settlements stating that that institution
8nd the other central banks participating in this credit to the
& Strian National Bank have been asked and have agreed to arrange
logurther credit to the Austrian National Bank of an additional
»000,000 schillings provided the Austrian Government is able to
lggrcw externally by means of the sale of its Treasury bonds !
»000,000 schillings to provide funds for the rehabilitation of
€ Qesterreichische Credit Anstalt and other purposes. Unless
e sale of these Austrian Treasury bonds is accomplished this
:grther credit to the Austrian National Bank would not become
Tective. e have been asked by the Bank for International i
eettlements to participate in this new credit in dollars for the !
Qivalent of not to exceed 10,000,000 schillings. The Bank for
'toternational Settlements will participate in this second credit
the extent of 40,000,000 schillings, the same amount which they
0%k in the first credit.
o "After considering this matter today the Executive Committee of
% T board of directors voted to asuthorize the officers to participate
the extent of the dollar equivalent of not to exceed 10,000,000

8 .
:hillings and requested the officers to take such steps as are :

¢ Qissary to make our participation effective. |
\’ thy The Bank for International Settlements contemplates opening i
L]

ﬁsks Ceredit to the Austrian National Bank today and have therefore
D&red us to telegraph them today as to whether we desire to [
Re %icipate. It should be noted that our directors and the Federal
88rve Board authorized our participation in the first credit to |
® Austrian National Bank to the extent of $3,000,000. Our actual :
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"participation in that credit was about $1,083,000 and in this second
eredit would be for a maximmum amount of $1,400,000. In view of the
fact, however, that this new arrangement is in the form of a new
Undertaking I am anxious to report the matter to the Board at once
for such further consideration as they may feel to be necessary in
the circumstances. Because of the expressed need for haste we should
appreciate your advising us promptly of any comments you may feel to
be necessary."

The Governor advised the members present that he understands there is
§ g
feellng that if the Austrian situation can be settled, the present unsatis-
Y
°t0ry conditions in Germany, which have developed subsequent to the Austrian
Qg
turb&nce, might improve somewhat. Conditions in Germany, particularly
de
vel°Pm.ents during the last few days, were discussed in detail. During the
dig
eussion, the Governor was called from the meeting and upon his return re-
Doy
teq that he had just been advised over the telephone by Governor Harrison
o
the Federal Reserve Bank of New York that because of the acute situation
Iy
Vienna and the lack of time in which other arrangements could be made for
thg
®xternal loan of 150,000,000 schillings to the Austrian Government, the
}
"k % England, at a special meeting today, agreed to advance the entire
g, Telying on the cooperation of others to relieve the Bank of England
L)
Ratever extent they may be able.
At the conclusion of the discussion,
it was voted to approve participation by
the New York bank in the credit to the
Austrian National Bank as proposed in the
telegram quoted above, lir. Liller not
voting.
The Governor then presented the following telegram received in the

Y
g :
8 offices this morning from the Governor of the Federal Reserve Bank of

"y
‘ Ork Under date of June 15:

Se "We have just received a cable from the Bank for International

A ttlements advising us that they are arranging today a credit of
0:OOO,OOO in favor of the National Bank of Hungary and inquiring

D ®ther we could care to join with other large central banks in de-
®8iting with the Bank for International Settlements immediately
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"32,000,000 each on a special syndicated account to be employed in
assisting the National Bank of Hungary or other central banks in
need of emergency relief. The Bank for International Settlements
adds that this arrangement is suggested as a matter of first im-
Portance in assisting in every way possible in maintaining the gold
Standard in those countries where it has been adopted. The Bank
for International Settlements are inviting other large central banks
Which participated in Austrian credit to make deposits in this
‘account to provide a means of quick action in cases of need that
may arise, for reinforcing confidence and meeting special circum-
Stances.

"At the meeting of our Executive Committee today it was voted,

Sub jeet to the approval of the Federal Reserve Board, to authorize
the officers of this bank to make a special deposit with the Bank

for International Settlements in the amount of 2,000,000, it being
Understood that this sum would be employed until further notice

only for the purpose of purchasing for our account prime commercial
bills endorsed by the National Bank of Hungary or of making a secured
deposit with the National Bank of Hungary. In either case the amount
80 used would be pro rata with other participants in the arrangement.
It was further understood that the use of these funds to assist in
the case of any central bank other than the National Bank of Hungary
Would be subject to our express approval in advance.

"iThen we opened an account on our books for the Bank for Inter-
Dational Settlements the Board in giving its approval stated that
Defare any reciprocal account is opened with the Bank for International
Settlements, the matter shall be taken up with the Federal Reserve
Boarq for approval or disapproval.

"What we are now proposing is in effect a special deposit only
Tor emergency relief. The Bank for International Settlements feels

t such concerted action on the part of the large banks of issue
®hrough the Bank for International Settlements is the only effective
W&y to handle the acute situation which has now arisen in central
-8nd eastern Furope. Isolated credits to specific central banks are
too cumbersome to operate and might possibly take too long to arrange
to meet an emergency. We should like the Board to consider the
%Pening of this special account with the Bank for International
Settlements from that angle and for this particular purpose only.

"We are anxious to cable the Bank for International Settlements
8% the earliest possible moment and should therefore appreciate
8vice of the Board's action as promptly as possible."

At the conclusion of the discussion
which ensued, the following telegram to
the Governor of the Federal Reserve Bank
of New York was approved and ordered
transmitted, lMr. Miller voting "no".

"Your telegram 15th. Board authorizes participation by

YOur bank in eredit to the National Bank of Hungary through

the Purchase of the equivalent of $2,000,000 of prime

§°mmerc1a1 bills endorsed and guaranteed by the National
Sk of Hungary and will not object to your making use of
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"the Bank for International Settlements to act as your special
agent in this transaction.”

Mr. Pole then referred to the fact that several states have recently
*hacteq legislation providing for increased taxation on the capital stock of
ate and national banks which has resulted in his office receiving several
Whlications from national banks for permission to reduce their capital. He
Hateq that inasmueh as the approval of the Federal Reserve Board, as well as
U OWn, is required before national banks can reduce their capital, he would
111:3 to discuss with the Board the matter of the policy to be pursued in
Qeting upon such applications. Mr. Pole also stated that unless the applica-
tiona Teceived by his office are granted, a number of the applicants may give
" theil‘ national charters and seek to effect a reduction under a state
Qh‘l‘ter.

During the discussion which followed, it was developed as the con-
*usug of opinion of the members present that the Board should not approve
; Teduetion in any case where such action would amount to a waiver of the
Poper safeguards of sound banking.

The Assistant Secretary then presented various matters which were
emmidel‘ed by the Board and acted upon as follows:

Memorandum from Counsel dated June 1l2th, submitting, in accordance
‘lth the action taken at the meeting on June 1llth, drafts of letters to the

1“"‘11‘6119-c,om,,,em, Bank and Trust Company of St. Louis and to the Lafayette-
b Side Bank and Trust Company of St. Louis with regard to the ownership
" toge banks of the stock of the Mercantile-Commerce National Bank and the
‘:“h Side National Bank, respectively. The Assistant Secretary stated
", Jemes, who is confined to his home by illness, has in mind a plan
¥ the disposition of this question as regards the Mercantile-Commerce Bank

Trugt Company, which he would like to discuss with the Board upon his
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Accordingly, action on the matter was
deferxred.

Telegram dated June 12th from the Secretary of the Federal Reserve
B
Wk of Atlanta, advising that the Board of Directors, at its meeting on that

late

» made no change in the bank's existing schedule of rates of discount and

Wirehgge .

Without objection, noted with
approval.

Letter dated June 12th from the Assistant Federal Reserve Agent at
New Y°1‘k, advising that the Merchants and Newark Trust Company, Newark,
- JerseY, has purchased from the receiver the assets, aggregating $621,813.14,
by the Port Newark National Bank of Newark, which was closed by the Comptroller
*f the Currency in August 1930; the letter stating that the New York bank is
” the Opinion that the purchase is not in conflict with the conditions of
memhershlp under which the llerchants and Newark Trust Company was admitted to
%ership in the Federal Reserve System.
Upon motion, it was voted to inter-

pose no objection to the action of the

member bank.
. Letter dated June 13th from the Vice President of the First Federal
n:eign Banking Corporation, New York City, New York, advising that at the
y eting Oof the directors on June 9th a special commitiee was appointed to
:naider and propose, at the next meeting of the directors to be held in
' Weeks’ a plan for the restitution of the capital of the corporation.

Noted.

% Memorandum from Counsel dated June 13th with regard to the matter
ferred to the Governor with power on llay 28th, namely, the disposition

by
th
® Atlantic National Bank of Boston of the stock owned by it in the
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28

L\ : :
lantiq Corporation; Counsel's memorandum reporting a telephone conversation

W
lth the counsel of the national bank in whieh the latter advised that a

1
My for the disposition of the stock, amended to meet the Board's require-

g ;
WS, will be submitted within the next week.

Noted.

Mr. Hamlin stated that after further consideration he had decided

to
Teply personally to the letter addressed to him under date of June 1Oth

by :
Senator Glass. He, therefore, withdrew the letter which on June 12th he

hag :
Submitted for consideration by the Board.

Rep
ORTS OF STANDING COMYITTEES:

D“ed: June 12th

15th

Dateda June 13th

Da
®d, May 23rd

» June 12th

» June 16th

» June 16th
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Recommending changes in stock at Federal Reserve Banks,
as set forth in the Auxiliary lfinute Book of this date.

Recomendations approved.
Recormending action on application for fiduciary powers
as set forth in the Auxiliary Minute Book of this date.

Recommendation anproved.
Recommending approval of the application of Mr. John V.
Hinehliffe, for permission to serve at the same time as
director of the National Bank of America in Paterson,
Paterson, New Jersey, and as director of the Citizens
Trust Company of Paterson, New Jersey.

Approved.
Recommending approval of the application of lMr. Frank H.
Negley, for permission to serve at the same time as
director of the Citizens National Bank of South Bend,
Indiana, and as director of the Citizens Trust and
Savings Bank of South Bend, Indiana.

Approved.
Recommending approval of the application of Mr. H. H.
Galloway, for permission to serve at the same time as
director and officer of the Public National Bank and
Trust Compeny of Houston, Texas, and as director of
the First National Bank of Harlingen, Texas.

Approved.
Recommending approval of the application of lir. John
C. Dewey, Jr., for permission to serve at the same time
as director of the Housatonic lNlational Bank of Stockbridge,
liass., and as director of the Pittsfield-Third National
Bank and Trust Company of Pittslield, liass.

Aporoved.
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The meeting adjourned at 1:00 p. m.

Assistant Secretary.

Proyeq v
. @Ww/ J’\ g
U Ggrernor.
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AUXILIARY MINUTES
(June 16, 1931)

s Reports of Standing Committee dated June 12 and 15, recommending
€e8 in stock at Federal Reserve Banks, approved as follows:

%?%@'Lions for SURRENDER of Stocks Shares;
\ric_t NO- 4,
™8t National Bank, Pitsburg, Ohio. (Vol.
Liq. Abs. by Pirst Famers National Bank,
MrsArcanm, Ohio.) 23
t National Bank, Fairchance, Pa. (Insolvent) 45 68

alzict o, 7.

Oy Park National Bank & Trust Company,
icago, Ill. (Insolvent) 216 216

Astrict yo. 9,

'S National Bank, Michigan City, No. Del.
Vol. Lig. Suc. by Lamb's Bank, Michigan

Gty City) 18
Zéns National Bank, Northwood, Ne D. (Vole
1q. Suec. by Northwood State Bank.) Ty s 45

Di
hitrict No. 11.

®% National Bank, Bennington, Okla. (Vol.
gy 33 Terninal) 18
b!9.1;ic>nal Bank, Temple, Texas. (Vol. Lig.
8. by Fammers State Bank) 144 162
N:::ri"t No, 12.
nal Banic of Lynwood, Calif. (Insolvent) 36 36
Total 527

an apRngrt of Standing Committee dated June 13, recommending action on
Plication for fiduciary powers by the following banics

%

DISTRICT NO. 2o
NEW YORK:

Merchants National Bank in Plattsburg, New York.
(3354. Approved subject to condition that the
bank agree to increase its capital to such an
amount within one year that the aggregate of
its capital, surplus and undivided profits,
shall be at least 10% of its then deposits.

Agsistant Secretary.

oroye, Fo

Vi Governcyl |

e —
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