
273

A meeting of the Executive Committee of the Federal Reserve

Board was held in Washington on Wednesday, March 1, 1933, at 12:15 p. m.

PRESENT: Mx. Meyer, Governor

Mx. Hamlin
Mx. Liner
Mx. James

Mr. Morrill, Secretary

Mr. McClelland, Assistant Secretary

Mr. Harrison, Assistant to the Governor

Mr. Wyatt, General Counsel

ALSO PIti;&;NT: Mx. E. R. Black, Governor of the Federal
Reserve Bank of Atlanta.

The Committee considered and acted' upon the following matters:

Telegram dated March 1, 1933, from the Chairman of the Federal

Reserve Bank of Philadelphia advising that the board of directors, at

it6 meeting today, made no change in the bank's existing schedule of

rates of discount and purchase.

Without objection, noted with approval.

Letter dated February 27, 1933, from the Secretary of the Federal

Reserve Bank of Kansas City and telegram dated February 28, 1933, from

the Chairman of the Federal Reserve Bank of Atlanta, advising of the estab—

lishment at those banks, as of February 27 and 28, 1933, respectively, of

the schedule of buying rates on bankers' acceptances made effective at the

Federal Reserve Bank of New York on the former date.

Without objection, noted with approval.

Telegram dated Larch 1, 1933, from Deputy Governor Kenzel of the

Federal Reserve Bank of New York stating that in view of a general firming

Of short term money rates during the past few days and the demonstrated

failure of bill distribution at rates of from 1% to 1 1/8%, the bank

established, as of the opening of business today, the following schedule
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of effective buying rates on acceptances:

Bankers' Acceptances:
1 to 90 days 1 1/2%
91 to 120 days 1 5/8%

121 to 180 days 2/0

Repurchase 1 1/2%

Trade Bills 2 1/2%

'dithout objection, noted with approval.

Telegram's dated March 1, 1933, from the Chairmen of the Federal

Reserve Banks of Richmond, Chicago and St. Louis, all advising of the

establishment at those banks today of the following schedule of effective

buying rates on bankers' acceptances; the Chairman at St. Louis also ad-

vising that the board of directors, at its meeting today, made no other

Changes in the bank's existing schedule of rates of discount and purchase:

1 to 90 days 1 1/2%

91 to 120 days 1 5/8%

121 to 180 days 2%

the

Without objection, noted with approval.

Telegram dated March 1, 1933, from Deputy Governor Kenzel of

Federal Reserve Bank of New York advising that bill dealers in New

York this morning increased their bid and asked rates on bankers' accept-

ances by 1%.

Noted.

Telegraphic reply on February 28, 1933, approved by five members

Of the Board, to a telegram of that date from Deputy Governor Rounds of

the Federal Reserve Bank of New York requesting authority for an advance,

in accordance with the provisions of section 10(b) of the Federal Reserve

Act, to the Jefferson County National Bank, Watertown, New York, in the

amount of 4200,000, for a period of 90 days, with interest at the rate
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of 5% per annum, and on the security of miscellaneous customers' col-

lateral notes with a margin of at least 25%; Deputy Governor Rounds

stating that the bank has suffered withdrawals of deposits and is in need

of additional funds to meet anticipated further withdrawals. The reply

stated that the Board authorizes the advance subject to the terms and con-

ditions recommended.

Approved.

Telegraphic reply, approved by five members of the Board, to a

telegram dated March 1, 1933, from Deputy Governor Rounds of the Federal

Reserve Bank of New York requesting authority for an advance, in accord-

ance with the provisions of section 10(b) of the Federal Reserve Act,

to the First National Bank, Bellerose, New York, in the amount of $35,000,

for a period of 90 days, with interest at the rate of 5% per annum, and

on the security of miscellaneous customers' collateral notes, domestic

bonds and unsecured notes with a margin of at least 25%; Deputy Governor

Rounds stating that unfavorable publicity in connection with a neighboring

bank has caused a withdrawal of deposits and the applicant bank desires

the advance to meet expected Additional withdrawals. The reply stated

that the Board authorizes the advance subject to the terms and conditions

recommended.

Approved.

Telegraphic reply on February 28, 1933, approved by five members

Of the Board, to a telegram of that date from Governor Norris of the Federal

Reserve Bank of Philadelphia requesting authority for the renewal in the

reduced amount of :5,085 now outstanding, for a period of 90 days from

February 28, with interest at the rate of 5% per annum, of the advance
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made by the Federal Reserve Bank of Philadelphia, in accordance with

the provisions of section 10(b) of the Federal Reserve Act, to the

Commercial National Bank, Philadelphia, Pennsylvania, under the authority

of the Board's telegram of November 28, 1932. The reply stated that the

Board authorizes the renewal of the advance subject to the terms and con-

ditions recommended,

Approved.

Telegraphic reply on February 28, 1933, approved by five members

of the Board, to a telegram of that date from Governor Martin of the

Federal Reserve Bank of St. Louis, requesting authority for an advance,

in accordance with the provisions of section 10(b) of the Federal Reserve

Act, to the Simmons National Bark, Pine Bluff, Arkansas, in the amount of

065,000, for a period of 50 days with interest at the rate of 5% per

annum, and on the security of municipal bonds with a face value of

l68500; Governor Martin stating that the bank is in need of additional

funds to meet withdrawals occasioned by the placing of restrictions on

deposits, The reply stated that the Board authorizes the advance subject

to the terms and conditions recommended.

Approved.

Letter dated February 28, 1933, to the Chairman of the Federal

Reserve Bank of Atlanta, approved by four members of the Board, stating

that, in accordance with the recommendation contained in his letter of

February 11, 1933, the Board approves changes in the personnel classifi-

cation plan of the New Orleans branch to provide for the new position of

"assistant to chief clerk" in the cotton custodian department and the

new positions of "chief clerk" and "clerk" in the custodian department
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of the Reconstruction Finance Corporation, Special Custody at Lake

Charles, Louisiana.

Approved.

Letter dated February 28, 1933, to Assistant Federal Reserve

Agent Bailey at Minneapolis, approved by four members of the Board,

replying to his letter of February 18, 1903, reporting that the Farmers

National Bank of Hendricks, Minnesota, has been continuously deficient

in its required reserves for six and one-half months. The reply stated

that, in accordance with the assistant Federal reserve agent's recommenda—

tion, the Board will take no action in the matter at this time other than

to forward a copy of his letter to the Acting Comptroller of the Currency

for the information of his office, although it is suggested that, if the

Federal reserve agent's office has not already done so, it consider the

advisability of addressing a letter to each of the directors of the national

bank pursuant to section IV(b) of Regulation D.

Approved.

Letter dated February 28, 1933, to the Federal Reserve Agent

at New York, approved by four members of the Board, referring to the

Clayton Act application of Mr. Frederic W. Allen, for permission to serve

at the same time as director of the Chase National Bank of the City of

New York, as a director of the New York Trust Company, New York City,

and as a member of the firm of Lee, Higginson & Company of Boston,

Ilassachusetts. The letter stated that, on the basis of the information

submitted, the Board does not see its way clear to grant the application

as to the two banks in New York City since it appears that they are in

substantial competition; that the burden is upon the applicant and the
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institutions which which he desires to serve to show to the satisfaction

Of the Board that the granting of the application would not result in a

restriction of credit or a substantial lessening of competition and would

not be otherwise incompatible with the public interest; and that it is

possible that there are factors other than the question of competition

Which may have a bearing upon the question whether or not the granting of

the permit would be compatible with the public interest, regarding which

the applicant or the institutions involved in the application may be in

position to furnish information for the consideration of the Board.

Approved,

Reply on February 28, 1933, approved by four members of the

Board, to a letter dated January 27, 1933, from Governor Harrison of the

Federal Reserve Bank of New York, advising that the agreement which the

bank executed with the Bank of England in 1917 contains clauses which

have been rendered inoperative and are no longer appropriate to govern

the relations between the Bank of England and the Federal reserve bank,

and, therefore, has been canceled; that a revision of the agreements of

the Federal reserve bank with foreign central banks generally has been

undertaken, it being the purpose to revise them so that in so far as

Practicable they will be in substantially the same form; and that in the

meantime the New York bank is prepared to make investments and perform

Other services for the Dank of England in accordance with the terms and

conditions set forth in a letter addressed by Governor Harrison to the

Governor of the Bank of England under date of January 27, 1933. The reply

stated that, pending the execution of a formal agreement with the Bank of

England, the Board will interpose no objection to the New York bank making
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investments and performing other services of the kind specified in

Governor Harrison's letter of Tanuary 27, 1933, to Governor Norman,

in accordance with the terms and conditions stated therein, which are

substantially in conformity with those incorporated in agreements of the

New York bank with other foreign central banks with which the New York

bank had entered into relationships more recently; it being understood

that the new formal agreement will be submitted to the Federal Reserve

Board for its consideration before it is executed.

Approved.

Letters dated February 28, 1933, to the Chairmen of all Federal

reserve banks, approved by four members of the Board, stating that the

Chairman of the Board of the New York Clearing House had been asked to

let the Board have any readily available information as to plans which might

have been worked out for the use of clearing house certificates; that Mr.

Clarence E. Bacon, Manager of the New York Clearing House, came to Washing-

ton for this purpose; that at about the same time the Board requested Mr.

H. F. Strater, Secretary of the Federal Reserve Bank of Cleveland; Mr. T. S.

Walden, Controller of the Federal Reserve Bank of Richmond; and Mr, Tohn S.

Sinclair, of counsel for the Federal Reserve Bank of Philadelphia, to come

to Washington for the purpose of considering, from the standpoint of the

Federal reserve banks, the questions of procedure that might arise; and that

Mr. Bacon met with the other gentlemen mentioned and some of the members of

the Board's staff and discussed the use made of clearing house certificates

by the New York Clearing House in 1907 and to some extent in 1914, as well

as on occasions prior to 1907. Each of the letters inclosed, for the in-

formation of the chairman and governor of the bank, copies of two memoranda,
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prepared by Mr. Bacon, setting forth the substance of the information

Which he had given at this conference, one of which, he stated, summarized

What had been agreed upon infommally in Tanuary or February, 1932, prior

to the passage of the Glass-Steagall Act, as to the procedure which might

be adopted by the New York Clearing House if it became desirable to do so;

as well as a copy of a memorandum prepared by Messrs. Strater, Walden and

Sinclair setting forth the conclusions which they reached after their con-

sideration of the matter.

Approved.

Letter prepared for the signature of the Secretary of the Treasury

to the Chairman of the Committee on Banking and Currency of the Senate,

replying to a request for a report of Senate Bill 5561, "To provide funds

for meeting the existing and the increasing deficit of the Federal Treasury

and for other purposes", through the issuance to the Federal reserve banks

Of low interest rate long term bonds, against which the Federal reserve

banks mould be authorized to issue Federal reserve bank notes. The reply

stated that under the terms of the bill the Treasury Department would be

authorized in effect to turn to the Federal reserve banks for a long term

loan in an undetermined amount at a 2-/0 rate of interest, and that, for the

reasons stated in the letter, the Treasury is strongly opposed to the

enactment of the bill.

Approved.

At this point Mr. Mills entered and the meeting continued as a

meeting of the Federal Reserve Board.

Governor L:eyer referred to the present heavy drain of funds from

New York to the interior of the United States and abroad and to the
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reluctance of the Federal Reserve Bank of Chicago to assist the Federal

Reserve Bank of New York in meeting that situation by taking over

temporarily some of the New York bank's holdings of Government securities.

He expressed the opinion that since the Chicago bank is clearly in a

Position to render such assistance, as shown by its reserve ratio on Febru-

ary 27 of 76.8% as compared with a ratio of 42.1% at New York, the Federal

Reserve Board should advise the Governor of the Chicago bank that it is

the feeling of the Board that the bank should cooperate with the New York

bank through the temporary purchase of some of that institution's holdings

in the open market investment account.

After discussion, it was agreed that

Governor Meyer should call Governor McDougal

on the telephone and advise him that in the

opinion of the Federal Reserve Board his bank

should cooperate with the Federal Reserve Bank

of New York in this matter in order to avoid,

if possible, the necessity for the rediscount-

ing of paper by the New York bank with other

Federal reserve banks.

Governor Meyer then presented the following letter, dated

February 28, 1933, addressed to the Board by the President of the Lnited

States:

"To the Governor and Members
of the Federal Reserve Board.

"Gentlemen:

"Since my letter of a few days ago the banking situa-

tion has obviously become one of even greater gravity. I

naturally wish to be properly advised as to such measures

as can be taken to prevent the hardships to millions of

people which are now going on. Although the Board is not

the technical advisor of the President, yet it appears to
me that in the large sense it should be prepared to advise

me as to measures necessary for the protection of the banking

and currency system in times of emergency. I would, therefore,

be glad to know whether the Board considers it desirable:
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"(a) To establish some form of Federal guarantee

of banking deposits; or
"(b) To establish clearing house systems in the

affected areas; or
"(c) To allow the situation to drift along under

the sporadic state and community solutions now in progress.

Yours faithfully,

HERBERT HOOVER"

Action upon the letter was deferred so that the Board members might give

It further thought.

Governor Meyer reported that during the course of the last

evening there was assembled in his office a group of representatives

Of the Treasury Department, Reconstruction Finance Corporation, office

Of the Comptroller of the Currency, and the Federal Reserve Board,

together with Governor Black of the Federal Reserve Bank of Atlanta,

Mr. Rounds of the Federal Reserve Bank of New York, and Mr. Henry M.

Robinson, who has been a consistent advocate of the use of clearing

house certificates. The meeting, the Governor stated, had been

arranged by Secretary Mills, who presented a memorandum prepared by

the President regarding the use of clearing house certificates or

scrip for the purpose of making available the deposits in banks where

restrictions had been placed on withdrawals. There was a prolonged

discussion of the merits of various proposals for coping with the

developments in the banking situation, particuLr attention being

given to the matter of clearing house certificates or scrip, but there

was no general agreemsnt upon any particular plan. It seemed to be

the consensus, however, and Mr. Robinson appeared to share the view,

that it would not be advisable to undertake any national program to
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promote the widespread use of clearing house certificates or scrip because

Of the many complications and difficulties that such action undoubtedly

would involve.

Governor Meyer said that he rent home about 12:15 a.m., as the

discussion seemed to have been concluded, but that some of those who had

Participated in the conference remained, and that he learned this morning

that Mr. Await subsequently brought into the room a group of Washington

bankers who had come from a meeting of the local clearing house associa-

tion; that among other things, the possibility of the use of clearing

house certificates was discussed with them, and that Mr. Await handed to

them copies of material which had been published by the United States

Chmber of Conyierce relating to the use of clearing house certificates.

Governor Meyer stated, however, that he had been informed that the

7Iashington bankers apparently did not feel ready at this time to adopt

the use of clearing house certificates.

Mr. Miller stated that in his opinion it is important that

the Federal Reserve Board should reach a determination as soon as possible

Upon a definite policy in dealing with the present situation, and that he

wanted to renew the suggestion made by him on various occasions recently

to the other members of the Board, that the Board propose the adoption,

in communities where restrictions on the withdrawal of deposits are in

force, of plans providing for the use of clearing house certificates and

8"1.13 as a means of releasing such deposits. He stated that while he

realized that there were unsatisfactory features of such plans, he was

convinced that they should be used as far as possible in the present

s
ituation, and that he was prepared to propose their adoption.
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Governor Meyer and Mr. Mills stated that the use of clearing

house certificates and scrip has been urged strongly in the principal

communities where banking difficulties are being experienced at the

Present time, and Mr. Mills stated that the adoption of such measures

has been successfully opposed in those communities by banks which are

in an unsatisfactory position for the reason that they feel that the

Plan will reveal their weak position, and by the strong banks which do

not think that their condition warrants resort to the use of certificates

or scrip.

Mr. Miller stated that, because of that resistance to the plans

by local bankers, it is not possible to rely on local initiative for their

adoption, and that, in his opinion, the Secretary of the Treasury or the

Federal Reserve Board, although it is not their official duty to do so,

should, because of Voir responsibility in the present banking situation,

devise methods for breaking down that resistance, and should take affirma-

tive action in proposing the adoption of such plans.

Ur. Mills then reviewed some of the difficulties involved in the

resort on a national scale to the clearing house certificates and scrip

Particularly with regard to the payment of taxes to the Government

and the redemption by the Government and municipalities of their securities,

which led those present at the meeting last night to the conclusion that it

would not be possible to reach an agreement upon t'e advisability of

Urgin€ their adoption as a matter of general policy throughout the country.

A general discussion ensued at the conclusion of which the meeting

adjourned.
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Reports of Standing Committee dated February 28, 1933,

recommending approval of the following changes in stock at Federal

reserve banks:

Applications for SURRENDER of Stock: Shares 
District No. 1. 
Kezar Falls National Bank, Kezar Falls, Maine. 12

(Decrease in surplus)
Millers River National Bank, Athol, Mass. 21

(Decrease in surplus)
Franklin National Bank, Franklin, Mass. 90

(Decrease in surplus)
National City Bank, Lynn, Massachusetts. 60

(Decrease in surplus)
First National Bank, New Bedford, Mass. 270

(Decrease in surplus)

District No. 3. 
Integrity Trust Company, Philadelphia, Pa.

(Decrease in surplus)

District No. 4. 
First National Bank, Portsmouth, Ohio.

(Decrease in surplus)

District No. 6.

453

1,800

300

First National Bank, Lumberton, Miss. (Insolvent)
East Tennessee National Bank, Knoxville, Tenn,

(Insolvent)

36

1,200 1,236

District No. 7.
Northwestern National Bank, Milwaukee, Wis.

(Voluntary li,,uidation, absorbed by First
Wisconsin National Bank, of Milwaukee) 144

City National Bank, Oshkosh, Wis. (Insolvent) 240 384

District No. 8.
Twelfth Street National Bank, St. Louis, Mo.

(Insolvent) 216
State Savings Loan & Trust Company, Quincy, Ill.

(Insolvent) 360 576

District NO. 10.
First National Bank, Littleton, Colo. (Insolvent) 30
Commerdal National Bank, Columbus, Nebr. (Insolvent) 60 90

Total 4,839

Approved.
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Thereupon the meeting adjourned.

4001215G-4 h(-)01-Aldq 
Seers ary.
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