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;) A meeting of the Federal Reserve Board was held in Washington on
‘ Tride.
¥y November 18, 1032, at 11:45 a. m.
PRESENT: Governor lleyer
lr, Hamlin
Mr, Miller
Mre. James

Mr. llagee

Lr. Morrill, Secretary
lir. lcClelland, Assistant Secretary
lr. Harrison, Assistant to the Governor.

The Boarg considered and acted upon the following matters: .

L
; Stter dated November 17 , 1932, from the Secretary of the Federal
SServe Bank
Seeretal'y of
the

bom&
# of directors, at meetings on that date, made no changes in the

of New York, and telegram dated November 17, 1932, from the

the Federal Reserve Bank of San Francisco, both advising that

exi“ing Schedules of rates of discount and purchase.
Without ob jection, noted with approval.

(;overnoj:egraphic reply to a telegram dated November 17, 1932, from Deputy
fox Ounds of the Federal Reserve Bank of New York, requesting authority
tere:::e:al for a period of ninety days from November 20, 1932, with
$15’000 he rate of 5 1/2% per annum, of the advance in the amount of
Droviaiomade 2 Federal Reserve Bank of New York in accordance with the

R °f section 10(b) of the Federal Reserve Act, as amended, to the

Ty .
S Ationa) Bank
thg b » Theresa, New York; Deputy Governor Rounds stating that

4
8 po
the l°&n Sition has not improved sufficiently to emable it to liquidate
o 8% thig time,
: 8 ady
’ &nce Subject % ¢
0 the terms and conditions recommended.

The reply stated that the Board authorizes the renewal

Approved.

eply
Tadg %0 a letter dated November 12, 1932, from the Chairman of the
8

eﬂene
%tio Bank of Atlanta advising of an arrangement with the Recon-
1 v

F
tnance Corporation, made with the approval of the board of
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irectol‘s of the bank, for the apportionment of the services of lire T. N.
KhowltOn, Assistant Cashier of the Birmingham Branch, between the supervision
:t the ®Ustody division of the corporation at the branch and the operations of
:e braneh. The reply stated that the Federal Reserve Board approves the pro-
; Hon o the arrangement for the reimbursement to the branch by the Recon-
Tetion Fluance Corporation of two-thirds of lir. Knowlton's salary.

Approved. ;
. Letter to the Federal Reserve Agent at Dallas referring to Assistant
010::21 Reserve Agent Evans' letter of November 14, 1932, with which he in-
. 8 statement of the expenses incurred by him during his trip to Mexico

ity tO GXami
ne, for the Federal Reserve Board, the branch of The Chase Bank

looateq in tngy

Yy city. The Board's letter inclosed the statement submitted by

. Evans Y
Reg and suggested that it be paid in the regular course by the Federal !
e

WMk of Dallas, following which a request should be made to the Fed-

ing : Ve Boargd for reimbursement, such request to include an item cover-
SR
"1th Evang: salary for the period of his absence from Dallas in connection )
on.

Approved.

Re
i Ply to a letter dated November 10, 1932, from the Federal Reserve

at
. Philadelphia reporting that the Beech Creek National Bank of Beech
eka Pg
nnsYlvania,

¢ was continuously deficient in its required reserves
Qrin@ e
g a Previous six months. The reply stated that, in accordance with
88111;.
8
than N I‘ec‘;’mmf’nda'lzion, the Board will take no action in the matter other
Q o

o . TWarq g copy of his letter and attachment to the Acting Comptroller

® Cup

Ay
that ®Iey for the information of his office. The reply also requested
the

a
Sent advise the Board, within a reasonable time, as to whether the
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%tk has restoped and is maintaining its required reserves.
Approved.
“ Letter to the Federal Reserve Agent at Chicago, replying to Assistant
deral Reserve Agent Young's letter of October 31, 1932, with regard to the

Sonty :
Toug Teserve deficiencies of the First Henry National Bank, Henry,

Qyy
0o ¥
13, the Pirst National Bank and Trust Company, Cambridge City, Indiana,

the p
ir
St National Bank, Lewisville, Indiana, and the Elk Rapids State Bank,

Ry
Plds, Michigan; Mr. Young stating that the First National Bank of

lsviy
le has Suspended, and that the reserve records of the three other

b .

be unsatisfactory, although it is believed that the First

Bay
Ona), :
and Trust Company of Cambridge City is doing everything in its

Douer
to
Testore its reserves. The Board's letter stated that a copy of Iir.

gty 3 . | -
fo etter ig being forwarded to the Acting Comptroller of the Currency ’

T th
G
" Information of his office, so far as it relates to national banks;

ggeate
d
b th&t: if the agent has not already done so, he consider the advisa-
ty oft
a‘ddressing a letter to each of the directors of the First Henry

“ional B
0k and the mik Rapids State Bank pursuant to section IV(b) of

m&ti :
on . ¥
Dj ang requested that he advise the Board what decision is made |

Iy
this nntter

L » @nd -that he keep the Board currently advised of any develop-
" 111 the By

eserve records of the banks.
Approved.
Le
ber o the Aeting Comptroller of the Currency referring to the

th
b °F the
op Board in deferring consideration of the fiduciary application

Loy
re%ip Cester National Bank of Goucester, lLassachusetis, until after the
to

£
‘Qopy the Pipgt report of exeamination of that institution, and inclosing
of

a

letter dated November 4, 1932, from the Federal Reserve Agent at
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Soston Tecommending, on the basis of information disclosed in the report of
x&nin&tion of the bank as of September 29, 1932, that action on the applica-
ton be held in abeyance until a later date. The Board's letter requested
- Aeting Comp troller to advise whether in his opinion there is any reason why
Mtion 0 ®he application should not be deferred until after the report of

"y ®xamination of the institution has been received; also, that if he is

8reenent, with this suggested procedure he arrange at the time of the next
xamnatim %o have the examiner again imvestigate and report on the proposed
PeTviaton °f the trust department of the national bank, and after the report
1t1::nination has been received, he advise whether on the basis of the con-

°f the bank as disclosed thereby he would recommend approval of the
pplieati
Approved.

- atLettel‘ %o the Federal Reserve Agent at St. Louis referring to the

lon of tne Farmers National Bank, Glasgow, Kentucky, for permission

Yo Sxep

op’ A
Ugug+
g u, 1932, advising that action on the application had been deferred

Tei
%€ Certain additional fiduciary powers, and to the Board's letter

alte
. ¥ Teceipt of the next report of examination of the institution.
et

%ting

Co
thg 4 trollep of the Currency advising of the submission of a plan for

er
8lso inclosed a copy of a letter dated October 31, 1932, from the

S&niz

Nateq 3%en of & new bank to take over the Farmers National Bank, and
that

R tals Information is being brought to the attention of the Fed-

Serve
Logy, 38ent at this time in order to afford him an opportunity to

0 th
. Matter, so that he may be prepared to submit promptly a recom-

%nd“i()n

to
tl'u“ » the Board in the event the proposed new bank is to apply for
Q\Ier
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Approved.

Letter to the First National Bank, Plainfield, New Jersey, which
titutim is the result of a consolidation of the First National Bank of
1018 aug the wourth National Bamk of Plainfield, inclosing a certifi-

:&te °f the consolidated bank's authority to exercise the trust powers
"Mously granteq to the First National Bank of Plainfield.
Approved.
Telegram to Assistant Federal Reserve Agent Fry at Richmond advising

of o
Ppr
°val by the Board of the issuance of 21 shares of stock of the red-

L)
1‘Ql Resewe Bank

n of Richmond to the First National Bank, Terra Alta, West

ey
nig
» 1 ang when the Comptroller of the Currency authorizes the bank

Teopg
W D with o capital of $25,000 and surplus of $10,000; and that in

¥ op
ing the Tact that the stock is being issued in connection with a reopen-
of

a
the ¢losed bank rather than the orgemization of a new bank, and as
Peg,

“Dpliea:ral Teserve bank has received payment on the subscription, no formal
lon for stock need be obtained.
Approved.
aist&n:e;ter %o the Federal Reserve Agent at San Framncisco referring to
Yi"in@ ? ®deral Reserve Agent Sargent's letter of October 24, 1932, ad-
Yoy, 8% the Live Stock State Bank, North Portland, Oregon, whose

tary
Ragg M0tice of intention to withdraw from membership in the Federal
Tve

Sty
Vin
g
meq cliE‘1'-1‘5.<:1: within the corporate limits of Portland where a State bank
{n

3
Y8tem expires on February 13, 1933, has now been moved into an

8 ¢
gl()o o Dembership would be required to have a capital of at least

* Mereas the capital of the momber bank is only 450,000, The Teply

q tha
® the Board has given further consideration to the request which
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A, o
a°°‘-"11®anied the notice filed by the Live Stock State Bank of its intention
Owithdraw from membership, for waiver of the usual six months notice of
intention %o withdraw, and, in view of all the circumstances involved, has
Hred the Temainder of the six months period so as to pemit the bank to
" thdrgy from membership 1mmediately.

Approved.

Letter to the Federal Reserve Agent at Atlanta referring to the

Walyg is

X Of Teport of exemination as of September 8, 1932, of the Bank of

» Georgig, vhich, in addition to other umsatisfactory features, dis-

Clg
Seg that the bank 1 ;

& is holding 21 shares of its own stock as a non-book
ﬂet'

The Board's letter requested that the agent advise, within a

Ty
"%0ab1e time . i :
8 » @8 to whether the bank has effected the elimination of this
Ock

: :
b 88 %o any further improvement accomplished in the condition of the
Jubg

3 fquent to its letter of October 21, 1932, to the Superintendent of

T the State of Georgia.
Approved.
Llogg il %o the Governor of the Federal Reserve Bank of Richmond
3 12 & b1y in the amount of $15,746.73 received from lMr. Newton D.
3 *Overing nig fee and expenses in connection with his services in the

Qof ™
®dera) Reserve Bank of Richmond v. Attmore and Iucas v. Federal

thyy Ak of Richmond and in other related litigation. The letter stated
this

bteg P11 has been approved by the Federal Reserve Board and is trans-
W

it
R the Suggestion that, if approved by the directors of the bank,

ot
e
l“ter ™de direct to Mr. Baker. The letter also referred to the Board's

of N
X ‘Ovember 7, 1930, advising that all Federal reserve banks had agreed
Th

el
Pate in the employment of lir. Baker in connection with this litiga-
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i1 ;
0 ang stated that the Board would be glad to arrange to have the other

Feq
®Tal reserve banks reimburse the Richmond bank for their pro rata shares

of i3
Bk Bakerts fee and expenses as soon as advice is received that payment

to
Mr, Baker has been made.

Approved.
ReplY. approved by four members of the Board on November 16, to a

ettey dated November 4, 1952, from the Chaimman of the Federal Reserve Bank
:rchicago, Inquiring as to what theory has been used by the Board as a
s Tor the classification of member banks for elections of Class A and
%directorsi lr, Stevens stating that this information is desired in

o Son wyty the consideration of the Board's telegram of September 10,

' M&esting a canvass of the situation in each Federal reserve district
. :
# lew to Submitting recommendations as to changes in group classifica-

Wty

oy

% & it Was suggested in the Board's letter of October 12, 1928, (X-6159)
at

he regular annual elections in 1933, The reply stated that,

Co
naideration be given to the advisability of adopting the rule that

Wheneve

r

- "ember banks are reclassified for electoral purposes group two should
8

‘ A appl“)ximately one~-third of the total number of member banks and groups
Ang %

ey fwee bo determined with reference to both number of banks and
8

e
Oty fmount op capital and surplus, the Board has not adopted this or any

X

5 B basis Tor dividing member banks into electoral groups. The letter
tal g

op q Attention to the view expressed by the lNovember, 1928, conference

Sder

al

b Teserve agents that the classification and grouping of member
by

op
%y Slectora) purposes must be determined by the needs of each

Ua),
Federa) reserve district.

Approved.
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The Governor reported that lir. James P, Warburg, President of the
Interﬂ&tional Acceptance Bank, lNew York City, called on him this morning in
*onne g 15 o With the proposed reorganization of the lManhattan Company and its
:rmiated Organizations, and stated that the Manhattan Company had just been
:Tised *hat the Board would probably require, in connection with its con-

leration op the application of the proposed Bank of Manhattan Company for

hip in the Federal Reserve System, current examinations of the Bank

OfM
anh,
. Attan Trust Company and the Internmational Acceptance Bank, and an in-
()

Stig&tion of the
th

8
disposition of th
e stock now held by the lManhattan Company of the County
8

assets of the lMenhattan Company, and might also require

% Compe,
o Vs White Plains, New York, and the Corning Trust Company and the

th 549
€ State Bank, both of Corming, New York. lMr. Warburg referred,

Verng

T 1 :

% leyer stated, to the meeting of the shareholders to approve the pro-
8
™ Toorgay

hmi
Cateq
lng that it is planned to complete the organization so that the new

Ly

%88 1p),
but ® 1n the meantime to comply with reported requirements of the Board;

ization which had been called for Tuesday, November 22, and
bituy
lo
B can open for business on November 28, 1932, and that it would be

that
i
t is desired to open the new institution as a member of the Federal

I’Ve S
o Yatem, 8lving the Board, if desired, commitments that the bank stock

B

)
% 2
Wy © Wil pe disposed of within a reasonable time and that the bank
nhet
the Tequirements of the Board as to the correction of criticized

tters fo

llowing an examination subsequent to admission to membership.
e%b% The Secretary stated that the proposed Teorganization of the lanhattan
thl‘q M 1tg affiliates had first come to the attention of the Board
A Article in a New York newspaper of October 19, 1932, and that when

. Dil

lig
O Oy b 111, Assistant Federal Reserve Agent at New York, was in Washington
Obep
22

» the examination division discussed these matters fully with
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¥, p :
Wlistin ang pointed out to him the desirability of giving them

lmgq
late consideration in order that the consideration of the prospective

plicat;
Cation fop membership might be expedited as much as possible. The

Scret
Ary also stated that Mr. Siems of the Division of Examinations had
talleq '
L, Dillistin on the telephone several times during the following week

he
Purpose op ascertaining what had been done with respect to these
Tatten
s
» &nd that, with the approval of the Board a letter was transmitted

0 the
F
‘ederal reserve agent on November 3, 1932, when the suggestion was again
de th
a
v these matters be brought to the attention of the parties concerned.

the 8
" e date the formal application of the new bank for membership in the

&ral
Resame System was transmitted to the Board by Assistant Federal Re-

4
ent Dilligtin,
Yit1g 4y,

Sg

The Secretary added that on lionday, November 14, 1932,

e %ase was in Washington the mtter was discussed with him at length,
%y

® ings ;
sy Mdicateq that he had not appreciated the significance of the infor-
on

that
aty t dr, Dillistin had received, and that he agreed to cooperate here-
S

® handling or these matters. While there is nothing in the Board's

Dogg, ' ¥re Morriyy stated, indicating exactly when the matter of the pro-

g 8anization was first taken up with the Federal reserve agent, it

¢ g te August
t T
o, °d that such action was taken by the organizers in late Aug

de?elo ¥ September and that it appeared that there had been ample time to
Q‘hd & ::reht information concerning the assets of the Manhattan Company
at%kala 1liates and to determine what should be done about the bank
bivi‘ion b Teferred to, He also stated that the Chief of the Board's
Sy ** Examinations 1s now in New York City for the purpose of rendering

CETY a
T
th&t Mce gy he can in the assembling of all additional information

8
Qvg
lable in connection with the application. During the ensuing
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iacus
sion I, Siems, Federal Reserve Examiner, joined the meeting.

ir, W&rburg was invited into the room and Mr. Wyatt, General Counsel,
g
® Joineq tne meeting.

¥r, Warburg briefly outlined the difficulties which are presented

¥ the p
ailure to advise the organizers of the proposed new bank as to the

Tequy
Tem
futs of the Board in connection with the company's application for

mﬂmber8h1p i
i 0 the Federal Reserve System, and various possibilities of the

Ltugy
io .
Sl U Were discussed with him. He then left the meeting to confer over
tele
Phone With lr, Stephen Baker, Chairman of the Bank of the IManhattan
s c
ANy, New York City.

’ & "=, Wyats oalled attenticn to the fact that section 9 of the Federal
R Berve

4 f
3% Provides that no State bank may retain or acquire stock in a

Peq
Sral
i :
il ®3erve hank except upon the relinquishment of any branch or branches
14 |
Sheq after February 25, 1927, beyond the limits of the city, town or
Wy ’ ’ X3 4

€8 in wi s
- ¥hich the parent benk is located, and that while the bemks in
lon

ey
“Quil.e

not bhe branches, as such, of the new Bank of the Lanhattan
'A% 8ppears that ownership or a controlling interest in each was
5 d:: ‘he Lianhattan Company subsequent to February 25, 1927, and that
ueaty % new benk to became & member without disposing of the stocks
the o Would seem to be in contravention of the spirit and purpose of
hyq sty °F an Svasion of its requirements. In this comnection, lir., Warburg
Sony. " that the company would like to retain the County Trust Company and

-

g
it
h‘&n Into o branch if the law should be amended this winter to permit

th b&nking
Stay * He expressed the hope that, in view of the unusual circum-

Q
i Whieh
Tog) the membership application is before the Board, it would

Juati
Pled «
°d in admitting the bank with the assurance that it would dispose
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o the bank gtoak holdings referred to within a reasonable time if so re-
Wireq,
Ubon his return to the meeting, lir. Warburg stated that he had been
Hhorizeq %o advise the Board that, if the application is approved, the bank
s gree 4o Use its best efforts to remedy any criticized matters disclosed
: . SWbsequent examination; also, that it will use its best efforts to dis-
J::.e °f the stock op the three banks within a reasonable time, possibly by
¥y 1953. although the bank would prefer to retain the stock of the
g W Trugt Company of White Plains with the idea of converting it into a
" shoulg g law be amended so as to pemit such action.
4 r, James . then suggested that the organization of the new bank could
ffected in accordance with the present plans and that it could establiah
A ng

nmemb
i ®F clearing account with the Federal Reserve Bank of New York until

apm'w(::i:emell‘t:s of the Board can be met and the application for membership
; s 1 the Tegular course. Upon inquiry by lir. James, lir. Wyatt stated
i & Procedure is permitted by law. lir. Warburg stated that while
“U8geateq Procedure is possible, in his opinion, it would be inadvisable
® Standpoin of the bank.
R Rurther discussion followed during which Governor Meyer left the room,
Q“eh previouﬂly stated that he had made arrangements which necessitated
®arly train, and the meeting continued as a meeting of the
OMmittee with Mr. llagee presiding.

¥ the Conclusion of a further discussion, Ifrs Warburg withdrew from

The
op the Teupon 4 was agreed that lMr. lLiagee should arrange for a meeting
Bo

On Monday at such time as he and Governor lieyer may detemine
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Tor the Purpose of considering further the application of the proposed Bank
o Manhatt&n Company, and Mr. Harrison was requested to inform Mr. Paulger
J teleph‘me that the Board desired him to continue as vigorously as possible
f; ::‘luiries vwhich he had been msking and to arrange as far as-practicable
€ Cooperation of Tederal reserve and State examiners in developing
t avail&ble information with regard to the present condition of the llanhattan
:::D&ny d its arriliates and the plans of the organizers of the new bank,
that he urge them to use their best efforts to arrange by November 21 for

the 4
is .
Position of the stoeck of the three State institutions; also, that he

o
¥ P information

mnemhe
T :
Until it is in a position to meet the requirements of the Board fully.

as to whether the new institution might open as a clearing

Thereupon the meeting adjourned.

Secretary.

irman, Executive Committgé.






