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

the Federal Reserve Board on Monday, May 9, 1932, at 11:35 a. mi.

PRESENT: The Chairmsn
Governor Meyer
Mr. Hamlin
La.. Miller
Mr. James
Mr. Magee

Mr. Morrill, Secretary
Mr. McClelland, Assistant Secretary
Mr. Harrison, Assistant to the Governor
Mr. Goldenweiser, Director, Division of Research

and Statistics
Mr. Snead, Chief, Division of Bank Operations
Mr. Wyatt, General Counsel.

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

April 29 and May 2, 1932, were approved.

The Board then considered and acted upon the following matters:

Telegrams dated May 6, 1932, from the Secretary of the Federal Re-

serve Bank of Cleveland and May 7, 1932, from the Chairman of the Federal

Reserve Bank of Dallas, both advising that at meetings of the boards of

directors on the dates stated, no changes were made in the banks' existing

schedules of rates of discount and purchase.

Without objection, noted with approval.

Telegram to the Federal Reserve Agent at San Francisco, approved

by five members of the Board on May 7, with reference to a telegram re-

ceived by the Board under date of May 6, 1932, from the counsel for the

San Francisco bank stating that he has suggested to the Federal reserve

agent certain additions to the form of power of attorney inclosed in the

Board's letter of April 29, 1932, with regard to the procedure to be followed

ta pledging United States Government securities as collateral for Federal

reserve notes, and requesting advice as to whether the Board has any
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objection to the proposed additions; the Board's telegram stating that the Fed-

eral Reserve Board has no objection to the changes but suggests that the

agent immediately execute the power of attorney and forward it to the Federal

Reserve Agent at New York, advising him by wire, in order that he may, if he

deems it proper, accept United States Government securities for account of

the Federal Reserve Agent at San Francisco should the San Francisco bank

rind it necessary to pledge securities before the signed paver of attorney

is received by the Federal Reserve Agent at New York.

Telegram approved.

Telegraphic reply, approved by five members of the Board on laty 7,

to a telegram dated LEQ( 6, 1932, from. the Governor of the Federal Reserve

Bank of San Francisco referring to the Board's letter of flay 2, 1932, out-

lining the conditions under which, and the extent to which., Federal reserve

banks should be authorized to pledge Government securities as collateral se-

cUrity for federal reserve notes, and suggesting that in order that the

San Francisco bank may have some leeway for normal operations, the Board

increase to $50,000,000 the margin fixed for the bank between (a) total

cash reserves and eligible paper and (b) the amount of Federal reserve notes

in circulation and the minimum 35Y, reserve required against deposits; the

reply stating that the margin fixed for each Federal reserve bank was arrived

at by a formula applied alike to all banks and suggesting that if the margin

rixed for the San Francisco bank is not sufficient under present operating

procedure the Federal reserve agent appoint, subject to the Board's approval,

411 employee at the Los Angeles branch to act as assistant Federal reserve

eat, who should be carried on the agent's Payroll and report solely to the
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agent, and who, in addition to his duties in connection with the custody

Of notes, might act as the agent's representative in the credit deparLment

in Passing upon collateral for notes, assist in the bank examination depart-

ment, and perform such other duties as the agent may designate.

Telegram approved.

Letter to the Federal Reserve Agent at New York referring to his

lettor of ::arch 10, 1932, and to subsequent correspondence, with regard to

the merger on September 16, 1931, of the American Trust Company and on

December 1, 1931, of the City Trust Company and the Lincoln National Bank,

all of Passaic, New Jersey, with the Peoples Bank and Trust Company of

Passaic, a member; the Board's letter stating that, while it appears that

the consolidations were a means of improving the general banking situation

in the community, the Board will defer action until after the next examina-

tion of the consolidated institution on the question whether the trans-

actions have resulted in any material change in the general character of the

assets of the me-iber bank or in the scope of the functions exercised by it

Within the meaning of the general condition unner which the bank was admitted

to membership in the Federal Reserve System. The letter also requested the

agent to arrange to participate in the next examination of the member bank

for the purpose of developing information desired by the Board, and, after

he has been informed of the results of such examination, to submit to the

Board his recommendations with reference to any action which he deems

advisable at that time.

Letter approved.
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Reply to a letter dated March 30, 1932, from the Federal Reserve

Agent at Philadelphia transmitting information in connection with the

transaction by which the Wilkes-Barre Deposit and Savings Bank, Wilkes-

Barre, Pennsylvania, a member, on January 12, 1932, acquired certain of the

assets and assumed certain of the liabilities of the North End State Bank

Of Wilkes-Barre, a nonmember; the reply stating that it does not appear

from the information submitted that the transaction has resulted in any

Material change in the general character of the assets of the Wilkes-Barre

Deposit and Savings Bank or broadening in the functions exercised by it

Within the meaning of the general condition under which the bank was ad-

mitted to membership in the Federal Reserve System, and that the Federal Re-

serve Board, in accordance with the agent's recommendation, will interpose

no objection to the transaction.

Reply approved.

Reply to a letter dated /larch 22, 1932, from the Federal Reserve

Agent at San Francisco relative to the transaction by which the Carbon

County Bank, Price, Utah, a member on February 23, 1932, acquired certain

of the assets and assumed the liabilities, other than to stockholders, of

the Emery County Bank, Castle Dale, Utah, a nonmember; the reply stating

that the member bank is not subject to any condition of membership

aPPlicable to the transaction, that it appears that the action of the bank

has involved no violations of the provisions of the Federal Reserve Act,

and that, in accordance with the agent's recommendations, the Board will

interpose no objection to the transaction.

Reply approved.
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Letter to the Federal Reserve Agent at flinneapolis stating that the

Federal Reserve Board has had under consideration the application of the

Citizens Bank and Trust Company, Dobridge, South Dakota, for membership in

the Federal Reserve System and has disapproved the sane; the letter also

requesting that the agant advise the applicant bank accordingly.

Letter approved.

Letter to the Comptroller of the Currency replying to his memorandum

Of April 28, 1932, relative to the application of the Citizens National Bank,

Bloomsbury, New Jersey, for permission to reduce its capital stock from

.,050,000 to 25,000 through a reduction in the par value of its stock from

U00 to 050 per share, and immediately thereafter to increase the capital to

150,000 by the sale of 500 shares of new stock of par value at ;,150 per

share; the reply stating that, with the understanding that the reduction

Will be authorized by a vote of the shareholders owning two-thirds of the

stock of the national bank, and that arrangements will be made whereby the

liability of the bank for circulation outstanding will at no time exceed the

amount of its capital, the Federal Reserve Board approves the proposed

reduction in capital under the plan submitted, subject to the conditions

recommended by the Comptroller (1) that the capital be immediately increased

to Pn,50,000 by selling .25,000 of new capital stock for ',75,000, such stock

to be sold to persons or concerns who have knowledge as to the present con-

dition of the bank and the use to which the released capital and the premium

on the new stock are to be applied, (2) that no part of the reduction be

returned to stockholders, but the released capital and the premium on the

new stock be credited to the undivided profits account and immediately used
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to reduce the book value of the defaulted and other low grade bonds, and (3)

that the 05,000 in cash for the purchase of the new stock be on deposit

in the bsnk in a special account for that purpose before the decrease becomes

effective.

Reply approved.

Letter to the Assistant Secretary of the First Federal Foreign Bank-

ing Corporation, New York City, referring to his reply of April 22, to the

Board's letter of April 19, 1932, which transmitted a certificate of the

President of the corporation to the effect that the directors elected at

the last annual meeting of the stockholders are citizens of the United

States, and stated that the corporation has had but eight members on the

directorate for son time, that the attorney for the corporation has ad-

vised that in his opinion the articles of association of the corporation

do not require that fifteen directors shall serve but that the matter will

be brought up for discussion at the next meeting of the directors, and that

advice would be appreciated as to whether the Federal Reserve Board con-

curs in the opinion which the attorney has expressed. The proposed letter

stated that it would seem advisable to bring the number of directors elected

into conformity with the number required by the articles of association of

the corporation, which could be accomplished by the election of additional

directors, by amending the articles of association so as to reduce the

number of directors required, or by amending the articles of association

80 as to provide for a maxinun and minim= number of directors.

Letter approved.

The Governor then stated that in a recent conversation with Senator

Glass the latter had indicated that he would appreciate receiving a memo-
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randum concerning suggestions which they had discussed as to changes in bill

S. 4412, and the governor submitted a copy of a letter which he had

addressed to Senator Glass stating that he had reviewed the more important

controversial features of the bill and settin: forth in summary form certain

Points in respect to which modifications of the bill would seem to be

especially desirable.

Ordered circulated.

Consideration was then given to a preliminary draft, copies of which

had been furnished to all members of the Board, of a statement for release

to the press prior to its appearance in the May issue of the Federal Reserve

Bulletin, reviewing general credit conditions in the United States during

the month of April, 1932, referring to the purchase of Government securities

IT the Federal reserve banks through the Open Market Investment Account, and

containing a statement explanatory of the formula used by the Board in

determining the conditions under which, and the extent to which, the Fed-

eral reserve banks would be authorized to pledge Government securities as

collateral for Federal reserve notes under the provisions of section 16 of

the Federal Reserve Act as amended by the Act of February 27, 1932.

eral

ence

After a discussion, during which certain amendments
were made, the proposed statement was approved, and the
Secretary was authorized to release it Thursday after-
noon for publication in Friday morning papers.

The Governor then reported thAt Mr. Harrison, Governor of the Fed-

Reserve Bank of New York and Chairman of the Open Market Policy Confer-

has suggested that another meeting of the Open Market Policy Conference

be held in the near future.
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A discussion followed, during which the members
of the Board expressed concurrence in the suggestion,
and it was decided to call a meeting of the conference
to convene in Washington on Tuesday, May 17, 1932, at
10:00 a. 1116

Thereupon the meeting adjourned.

Chairman.
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