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A meeting of the Executive Committee of the Federal Reserve Board
Wag
helq i Washington on lionday, December 19, 1932, at 11:15 a. m.
PRESENT: Governor lMeyer
Iir, Hamlin
Mr., James
lr. liagee
Mr. llorrill, Secretary
Ir. licClelland, Assistant Secretary
Iir. Harrison, Assistant to the CGovermor
Ilr, Wyatt, General Counsel ;
lMr. Siems, Federal Reserve Examiner. |
The Committee considered and acted upon the following matters:
Letter dated December 15, 1932, from the Secretary of the Federal
T¥e Bank of New York, and telegram dated December 16, 1952, from the
i
Man op the ederal Reserve Bank of San Francisco, both advising that
&
g
8%ings or their boards of directors on the dates stated no changes were
Tqq
In the banks* existing schedules of rates of discount and purchase.
Without objection, noted with approval.
) rJ:'elegraphic reply, approved by five members of the Board on Decem=-
7 ¥
' to telegrams dated December 16, 1932, from the Governor of the
ey
al Reserve Bank of Philadelphia, requesting authority for an advance,
a0
tordance with the provisions of section 10(b) of the Federal Reserve :

dog : '
t ‘ :
' ¥ the First National Bank, Darby, Pennsylvania, in the amount of

%as:OOQ

" » for a period of sixty days, with interest at the rate of 5 1/2%
&Imum. and collateraled by unsecured promissory notes totaling 369,505;
"oy Norris stating that the bank has advised that the advance is desired

th:bet the withdrawal of Christmas savings deposits. The reply stated that
Board authorizes the advance subject to the terms and conditions recom-

%n‘leq.

Approved.
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Telegraphic reply, approved by three members of the Board on Decem-
i 17, to a telegram dated December 16, 1932, from Deputy Govermor Rounds
® the Federal Reserve Bank of New York, requesting authority for the purchase
o the Bank of Nutley, New Jersey, of tax notes of the Town of Nutley, in
By WMount not to exceed $200,000; the reply stating that the Board authorizes
the Purchase with the understanding that the notes meet all requirements of
RG’.g“lat’clon E except that the net funded indebtedness of the mumnicipality
‘Xeeeds 109 of the valuation of its taxable property and that the amount of
'lotea %o be offered exceeds 25% of the total amount of outstanding warrants
S mingoipality.
Approved.
Report of the Cormittee on Salaries and Expenditures on a letter
teq December 9, 1952, from IIr. J. S. Walden, Controller of the ﬁ‘ederal
Serve Bank of Richmond, requesting authority for changes in the personnel
°laasification plans of the head office and Charlotte branch to provide for
X depal‘tments to be called the "Reconstruction Finance Corporation-~Custodian
beputment" and for ten positions in the department at the head office and
. Positions in the department at the branch; the Board's committee recom-
myming approval.
Approved.
Letters to the Federal Reserve Agents at Philadelphia, Dallas and
Fr‘“'meisco, approved by three members of the Board on December 17, 1932,

R

regal‘d, respectively, to the continuous reserve deficiencies of the

8
b N&tional Bank of Bangor, Pennsylvania, the First National Bank, Lockney,

Ty

? &nd the First Savings and Trust Company, Colf'ax, Washington; the
i

oes stating in the first two cases that the Board will take no action at
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this time with regard to the deficiencies other than to forward copies of
the 8gents' letters to the Acting Comptroller of the Currency for the infor-
"tion of his office, and in the latter case, that the Board will defer
Qonsideration of the matter pending the receipt of additional information.
Approved.
Letter to the Federal Reserve Agent at Chicago, approved by three
M%Grﬂ of the Board on December 17, 1932, suggesting, in view of the infor-
IO A Cani i e e analysis of the repart of exemination of the Detroit
sanngs Bank, Detroit, lMichigan, as of September 19, 1932, that the Federal
haewe.agent discuss with the commissioner of the banking department of the
State Of Michigan the matter of a further reduction in the rate of dividends

Dy
4 by the member bank, and requesting that the agent advise the Board of

e

T®Sults of such discussion.
Approved.

Letter to the Federal Reserve Agent at Dallas, approved by three
xnex7lbel‘s of the Board on December 17, 1932, referring to the unsatisfactory
%nditi"n of the lFarmers State Guaranty Bank, Valiant, Oklahoma, as dis-
Ql%eq by the analysis of a report of examination as of September 17, 1932,

utatinﬁ', that, although the reason far the delay of the Banking

8ioner of Oklshoma in taking corrective action is not apparent, the
%d’ in accordance with the agent's recommendation, will take no action in

Mtter at the present time, but requests that the agent arrange far
Imiﬁpeﬁcion in the next examination, and if the condition of the institution
0t been materially improved at that time, that the agent discuss with
Bankin{; Cormissioner and, if necessary, with the management of the bank,

ql"es'(?ion of obtaining the necessary financial assistance to cover all
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eatim‘“?ed losses, together with additional losses which may develop in
U36ts classiried as doubtful.

Approved.

Reply, approved by three members of the Board on December 17, 1932,
i letter dated December 6, 1932, from the Federal Reserve Bamk of St.
Louis: Inclosing a notice filed by the First State Bank of Brownsville,
‘T'?nnegSee, under date of December 2, 1932, of its intention to withdraw from
memhership in the Federal Reserve System, with the request that it be per-
Mtted to withdraw immediately. The reply stated that, in view of the
Q86111;'5 Tecommendation and the reasons set out in his letter, the Board
'ines the usual requirement of six months notice of intention to withdraw
" 8 to Permit the member institution to withdraw from membershivp immediate-
Y, :

Approved.

RePly, approved by three members of the Board on December 17, to a
ltter dated December 2, 1932, from lir. F. G. Buckstaff, Anthony, Texas,
hquiring whether the Federal Reserve Life Insurance Company of Kansas City,

X 8y 1s connected with a Tederal reserve bank. The reply stated that the

:e ot the words "Federal" or "reserve™ in the corporate names of institutions
% cmmeﬁted with the Federal Reserve System is misleading to the public and
t}:t the Federal Reserve Board is strongly opposed to such practice; that by

& Aot of llay 24, 1926, private corporations were forbidden to use the words
i Portion of their corporate name; that this act is not retroactive and
o Rog apply to corporations actually engaged in such business under such

T title prior to May 26, 1926; and that the company referred to,
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chording to the Board's information, has been in business since several
Tears Prior to that date and is not affected by the statute.
Approved.

The Secretary then presented a telegram just received from the Fed-
el Reserve Agent at Kansas City, advising of the sudden death on December
la’ 1933, of lfr. William liee, one of the bank's appointees to the directorate
" the Oklehoma City branch.

loted with regret.

At this point llessrs.R. L. Austin, Federal Reserve Agent at
Phil‘melphiz.i, and Jemes ll. Brittain of Counsel for the Federal Reserve Bank
b Philadelphia joined the meeting.

Ir, Austin stated that Governor Norris, upon returning from
Qahin‘gtc’n after meeting with the Board on December 15, 1932, had advised
him that the Board felt the Federal Reserve Bank of Philadelphia and,

; ticularly the Federal reserve agent's office, was subject to criticism
* i Teporting promptly to the Board the facts concerning the organization

t
: 86 Matn Line Trust Company, Ardmore, Pennsylvania, which opened for
g

1
. U888 on November 15, 1952, and that he had come to Washington to discuss

™tter with the Board.
In connection with the subject of the discussion there was presented

AR A
Fer Teceived from the Governor of the Philadelphia bank under date of

%

Cq
5 ey 16, 1932, referring to the organization of the Tederal Reserve Bank
?

Py
‘ Radelphia and stating that the operating side of the bank has had no
8
*tlon yitn questions of admission of banks to membership except as they
8
¥ the extension of eredit; that when lr. C. S. Newhall, Executive Vice

3
ident of the Pennsylvania Company for Insurances on Lives and Granting
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Ammities, presented to him the matter of the holding by the Pennsylvania

c%pany Of the stock of the liain Line Trust Company, he had referred lir.
Newhall to lir, Austin; that upon reading the Board's letter of October 20,
1932' % Iir, Austin, Covernor liorris felt it was regrettable that the Board
g State Banking Department of Pennsylvania should assume diametrically
MOBIe v gms ot matter; that he called the Board's counsel on the
tgleph‘me and inquired whether he thought it would be worth while to request
1‘3‘5011.'Sideratic::n, and had concluded from iir, Wyatt's reply that such a re-
Tiegy Would not be worth while; that shortly after, in a casual conversation
"ith M, Newhall, the latter had advised that the Pennsylvania Company had
‘ ‘uldel. discugs ion with counsel a divide'nd to the shareholders of the company
the Durchase {)y the stockholders of the company of the stock of the new
lxlatitutifm; and that the next information he received concerning the matter
" hen he heard read at the meeting of the Federal Reserve Board on
BT 15, 1932, 1fr, Austin's letter of December 14.
4 During the discussion, Mr. Austin stated that he felt, and in his
; M884ons with Governor Norris at the time of the Teceipt of the Board's
THer o October 20, 1932, had stated that the attitude expressed in that
th:ter Vas the correct one Tfor the Federal Reserve Board to take in view of

Purpose of the provisions of section 9 of the Federal Reserve Act. ¥hen

F
3 UStinrg attention was called to the fact that in his letter to the
S

§ °f December 16, 1932, he recormended that the Federal Reserve Board
th

Tize the Pennsylvania Company to acquire and hold the capital stock of the
Line Trust Company of Ardmore, he stated that the recommendation was

b

SCauge of his feeling that it was desirable, in the light of the

Qim
at
Lon existing locally; that the control of any bank organized in Ardmore
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Soulg pe in strong hands, and on the theory that the acquisition of the
Stock Would not be a violation of the letter of section 9, even though
eontral'y to the spirit and purpose of the provisions of that section. His
explan&ﬁion of this recormendation indicated that he felt that the matter of
etennining the propriety of action not contrary to the express provisions
° the law was one solely for determination by the Federal Reserve Board.

; During the discussion it also appeared from the statements made by
b Mstin end supplemented by Iir. Brittain, that upon receipt of the
B%m'a letter of October 20, 1932, advising of refusal of the Pennsylvania
%mpqny,s application to purchase the stock of the bank to be organized in
Ardmore: Mr, Hill, Assistant Federal Reserve Agent at Philadelphia, sent a
oy °f the letter to lir. Newhall, who requested Lir, Hill to discuss the

ftex With the company's counsel, which he did; that the company's counsel
\ ] l‘epl‘esented that the arrangement to be effected would put the ownership

op
te 8%ock of the new bank in the hamds of private individuals; that the

i luti‘ms to be adopted by the company were discussed; that the question
hether o

}MSed

Droposed action would meet the requirements of the law was not
8% that time, but that following his discussions with the company's
o1 ur, Hill discussed the matter with Iir. Austin, In this comnection
ra;(:"rrill stated that last week, immediately upon learning from a routine
¥ receiveq by the Board's Division of Bank Operations that a new bemk
%:been Organized in Ardmore, lMr. Siems had called Mr. Hill on the telephone
V8 AT fuaq Mt e Batn Tinb Prubs Oty BAd Dees tepanised tider
%Pices of the Pennsylvania Company, that the matter had been discussed
‘he BS FedGiral reserve agent's office, but that it had not been reported to
™2 at the time for the reason that it was thought it might be
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: ex{lba"’l'aﬁ"s3‘.n{; to the Board.
Mr., Austin stated that he believed the Pennsylvania Company had
OIS0 5 dnioq Puttn /in fhs Hctiter and 45 fhe DRLfsr et Ensir ation penld
- be contrary to the position taken by the Board in its letter of October
0 was indicated to Iir, Austin that the ownership by trustees for the
benerit of shareholders of the Pennsylvania Cormmpany, of the stock of the Iain
I,‘im’ Trusy Company of Ardmore would seem to be contrary to the spirit of the
provisic’ns of section 9 of the Federal Reserve Act for the same reasons that
Hrogs holdings of the stock would be objectionable. It was also called to
; Au‘31711:1'.3 attention that by not raising the question with the Pennsylvanis
:%pa'ny 88 to whether its proposed action would be in accordance with the
‘ g Position, the Federal reserve agent's office may have led the bank
belieVe that the transaction would not be objectionable to the Board. 4
:nthis Connection reference was made to the Board's letter of lay 18, 1931,
ro e, Newha11 setting forth the understanding of the Board, arrived at
u:llowing a conference with lir. Newhall, that the Pennsylvania Company would
; : Take any additional purchases of bank stocks without first securing the [
Dprwal Of the Board. l
In Tresponse to an inquiry as to whether there had been discussion
b Pederal reserve agent's office about reporting the matter to the
i g Er, mustin stated that he felt the matter would be reported in due
%8 in the report of a recent examination of the Pennsylvania Company which

N
T
™ in Preparation, and that he did not see that anything could have been

"1th re ard to the action of the member bank or how the Federal reserve
8

b

Soulg have prevented it inasmuch as the bank was proceeding within its

anl
Tights, It was pointed out to lir, Austin that had the information come
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to the Board before the new bank was opened for business, something might
h“e been done to obviate the situation which has developed and that the
Tty bank probably would not have desired to proceed with the matter if
e Boarqtg position had been ascertained in advence.

Governor lleyer stated that it would appear from the information be-
romthe Board that, upon receipt of the advice contained in the Board's
lettel‘ of October 20, the Pennsylvania Company had undertaken to devise a
man the effect of which was to circumvent the position taken by the Board e
X Mother form of holding of the stock of the new bank, and that the Federal

*exve agent, in not reporting the matter promptly to the Board or raising
2 Westion with the member institution as to whether its action would be
Objeetionable to the Board, had taecitly approved the member bank's action.
Aso 8tated that the Federal reserve agent should not in any circumstances
l:eaitate to report a matter to the iederal Reserve Board because of any
eeling that it might be a cause of embarrassment.
At the conclusion of the discussion, lir. Austin
was advised that the Board would give further con-
sideration to the matter and would advise him in due '
course of the action to be taken. Thereupon liessrs.
Austin and Brittain withdrew from the meeting.

IIr, Harrison stated that during the meeting Mr. Brittain had ad- 03l
uaedhimthat in his opinion, the Federal banlk learly in
. 3 pinion, Federal reserve was clearly
*® in not reporting the above matter to the Board and that undoubtedly
Qttitude of the TFederal reserve bank in the matter had been influenced
i feeling that the organization of the new bank by the Pennsylvania
Y wag desirable.

lr, yyatt stated that in his telephone conversation with Governor

iz »
3 L0llowing the receipt of the Board's letter of October 20, referred
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Yo In the Governor's letter of December 16, Governor Norris said that he had

% discussed the mtter with the Pennsylvania Company; that he inouired of

o, Wyatt as to what the Board's attitude would be with regard to trusteeing

*f the 8tock of the new bank; that he advised Governor Iorris that he did

bt know what the position of the Board would be, but that his opinion was

Hhag the Board would object to the stock of the new institution being held

A Yat manner for the same reasons that it objected to the direct holding

i the stock by the Pennsylvania Company; and that he particularly advised @

Goverﬂor Norris that the Governor or the Federal reserve agent should report A

° tae Board any such proposed action of the Pennsylvania Company. .

NMr, Hamlin then presented a memorandum dated December 10, 1932,

derSSed to lir, Morrill by lir. Paulger, Chief of the Division of lixeminations,

atatin’g that in the report of examination of the Continental Illinois Bank and

h.ust Company as of June 17, 1932, made in anticipation of action upon an

I)m‘j"’&tlon for conversion into a national bank, there was included a report

Wering the Continental National Company, a wholly owned affiliate, among
investments of which was a note signed by Alex F. Banks, C. F. Glore and

o Stevens in the emount of 31,341,772.05, secured by shares of the

Can
tinental Illinois Bank and Trust Company with a market /value as of lay 31,

193
% of $154,411, and that it is assumed that the lir, Stevens referred to is

Eu@ene 1. Stevens, now Federal Reserve Agent at Chicago. Ilr, Hamlin
i"i teq Out that the note may have been executed before lir. Stevens became
L egarre agent, but that as it is collateraled by bank stock the
‘uaetiml is presented as to whether lir. Stevens has complied with the require- At
mehta Of the law that a class C director shall not be an officer, directar,
Qmpl(’yee or stockholder of any bank, and that in the eircumstances he be-
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{1
*¥ed the mtter should be investigated.

Accordingly, upon motion of Mr. Hamlin, the
matter was referred to the Committee on District
No. 7, (Messrs. llagee and liiller) for investigation
and report to the Board.

Reports of Standing Committee dated December 15 and 16, 1932, recom-

Uy
din& approval of the following changes in stock at Federal reserve banks:

b‘atication for ORIGINAL Stock:: Shares
Tict No. 8.

~"°T8 National Bank in Glasgow, Kentucky. 72 72

b;al‘i%tion for ADDITIONAL Stock:

Rgget No. 7.
®l1 Wational Bank, Brazil, Indiama.
Crease in capital and surplus) 27 27

Diai':‘g&tiom for SURRENDER of Stock:

Wyt Mo, 5.

(CGtOWn National Bank, Downingtown, Penna.
G°n- of Downingtown National Bank and
Tange National Bank of Chester County at

Downingtown) : 96 96
L&p::ict No, 7.
T County Bank, Imlay City, liich. (Insolvent) 41 41
011:::1% No. 9.
by = Natfonal Bank, Houghton, Mich. (V.L.4bs.
Pirat NHWGhton National Bank) 90
ational Bank, Flandreau, S. Dak. (Insolvent) 36 126

"h::iict No. 11.
h“,ﬂn National Bank, Fort Towson, Oklahoma.
*Ls Terminal) 17 17

tric
et No 12
8t .« 12,
Ablgational Bank in Coeur d'Alene,Idaho. (V.L.

o by American Trust Company, nonmember) 72
by Q%ional Bank in Aurora, Oregon. (V.L.Suc.
by Union Bank, nonmember) 20 92
Total a72
Approved.

upon the meeting adjourned.

.
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