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A meeting of the Executive Committee of the Federal Reserve Board

w :
W) 88 held in Washington on Saturday, Merch 25, 1933, at 2:40 p.m.
L :
PRESENT: Mr. Meyer, Governor 1
Mr. Hamlin
MI‘ - I.Iiller
5

Mr. James ,
N

Mr. Morrill, Secretary :

Mr. McClellend, Assistant Secretery }

lr, Harrison, Assistant to the Governor

Mr. Wyatt, General Counsel

Mr. Goldemveiser, Director, Division of Research :
and Statistics

ALSO PRESENT: Mr. A. A. Ballantine, Under Secretary of the Treasury
Mr. W. R. Burgess, Deputy Governor, Federal Reserve

Bank of New York. 3

The Committee considered and acted upon the following matters:

Letter to the Acting Comptroller of the Currency stating that, in

et

ac
Cordance with the recommendation contained in his le tter of lferch 21, 1933,

i th
1 © Federal Reserve Board has approved a salary at the rate of £5,100 per

—
ol A i d g

&n
um for Natiopal Bank Exeminer Paul E. Hoover, assigned to the Twelfth

Fe
dera) Reserve District.

Approved.

PR TR T SRS W v
3 S

Telegram to Mr. Walsh, Federal Reserve Agent at Dallas, replying to
hig
Wire of March 23, 1933, with regard to the applicati on of the Farmers
Sta
ve Guaranty Bank, Valliant, Oklahoma, for permission to withdraw immedi-

ate
1y from membership in the Federal Reserve System. The reply stated that |

the 3
Board waives the usual requirement of six months' notice of intention i
to v ¢ /
hdraw ang that, accordingly, upon surrender of the Federal reserve L
by 1

| Tk stock issued to the Farmers State Guaranty Bank the Federel reserve
4 8 authorized to cancel such stock and make a refund thereon. ki

IJ
' Approved.

L FRASER
aied org/
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Letter dated March 24, 1933, to lMr. Case, Federal Reserve Agent at
New York, stating that it is observed from the analyses of the reports of
the three latest examinations of the Power City Trust Company, HiagaraAFalls,
New York, that the institution apparently is engaged in the business of sell-
1ng ortgage participations which is a change in the functions of the insti-
tuti°n contrary to the spirit and purpose, if not in actual violation, of the
€®neral condition under which its predecessor, the Power City Benk, was ad-
MWtteq to membership in the Federal Reserve System, and requesting an expres-
Sion of the agent's views as to any action which can be taken appropriately,
Sither by the Board or the agent's office, in connection with this particular
%t1vity of the institution. The letter also stated that, inasmuch as 98.2%
O the stock of the member institution is owned by the Marine liidland Corpora- }
i°n’ the ownership by the trust company of 2,270 shares of stock of the cor-
Poration ang the holding by it of 41,742 shares of such stock as security for ;
loang is contrary to the spirit and purpose of the provisions of section 9 of
the Federal Reserve Act prohibiting member banks from lending on or purchas-
1ng their own stock, and that it is suggested that the agent advise the Power é
City Trust Company that it should dispose of the stock as soon as it is prac-
ticable to do so and either liquidate the loans secured by such stock or
*¥tain other collateral thereto in lieu of the stock.

Approved.

Draft of a letter prepared for the signature of the Secretary of the
Treasury and approved by four members of the Board, to Hon. Harold L. Ickes,
ecretary of the Interior, replying to a letter dated March 3, 1933, from

is
predeCessor in office, with regard to a bill proposed to be introduced

int
he Senate by Senator Gore which would exempt from the reserve requirements
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) % Section 19 of the Federal Reserve Act deposits of Indian funds by the
Saeretal'y of the Interior with member banks when such deposits are secured
by a Pledge of United States bonds and draft of a letter prepared for the
Bign&ture of Mr. Hamlin with regard to a joint resolution having the same
Purpoge’ & copy of which had been left with Iir. Hamlin by Senatar Gore.

The 8tters referred to the ruling of the Federal Reserve Board that de-

Dosjtq Of Indian funds under the comtrol of the Department of Interior do

tot Constitute deposits of public moneys by the United States in designated

de
Positories, am to the recamendations contained in the report of the

Weten Comittee on Bank Reserves and in the Board's letter of larch 29,
182, %o the Chairmen of the Cormittee on Bemking amd Currency of the Senate
" regard to the Glass Bill, that the provisions of law exempting deposits
) 2 Publ e moneys by the United States in desigmated depositories from the
Teserye Tequirements of the Federal Reserve Act be repealed, notwithstanding
fhat ch depogits are required to be secured, and stated that for the
*easong Outlined in the report and the Board's letter it is not believed ‘

at
depogits of Indian funds should be exempt from the reserve require-

ments

* ®Ven though they are secured by United States bonds.
Approved.
Re% Letter qateq March 23, 1933, from lire Ge Re. Cooksey, Secretary of the
natruction Finance Corparation, inclosing a copy of a telegram addressed

t
) the i
Hagers of the loan agencies of the corporation on larch 23, 1933, '

atatin
€ that tpe instructions contained in previous wires addressed by the

°°I'p

o

o) @on to the agencies that national and member State banks which have
‘ t

?

from the carporation or vhich are applying to the carporation

it/
*ans pe encouraged to obtain credit and currency from the Federal reserve

kg
: {
1 liey or loans from the corporation, are revoked until further notice.

RASER Noted.

gora/
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I‘\ Letter dated liarch 24, 1933, from Govemor Harrison of the Federal
R
Sserve Bank of liew York stating that he had received from Under Secretary
0
T the Treasury Ballantine a copy of the tentative draft of larch 22, 1933,
o the Proposed executive order relating to the recapture of gold, on which
M, 2
Ballantine had invited his suggestions; that he had attempted to give
I, 7
Ballantine some of his reactions over the telephone; that after talking
oy
°F the telephone with I'r. Burgess, who has been in Washington, he realized
th 2
% many or e questions of policy and mch of the detail had already been
ereeq Upon; that he had written to lLir. Ballantine on the basis of those de-
Cis 2
i°n3: and that while it is not desired unnecessarily to inject the views
of
the Federal Reserve Bank of New York, a copy of the letter to lir. Bal-
lan
*10 15 being sent to the Board with the thought that it might be helpful
1
the Consideration of the problem.
Noted. ’
Mr., Ballantine stated that the proposed executive order in the form
Dres
®nted at the meeting of the Executive Committee of the Board yesterday
aq L
been further discussed by himself and Messrs. Burgess, lorrill and Wyatt
g
that certain additional changes had been drafted for the consideration
of
he Federal Reserve Board. These changes were outlined by lr. Morrill
ang
Iroved by the Board.
Upon motion by lir. Hamlin, lir. Ballantine i
Was requested to submit to the Secretary of the
Treasury, as the recommendation of the Federal Re-
8erve Board, the proposed order in the following
| Tevised farm:
I\ "EXECUTIVE ORDER
FOl‘l)f!.c].clm the Hoarding of Gold Coin, Gold Bullion
and Gold Certificates.
By virtue of the authority vested in me by subsection
(b) of Section 5 of the Act of October 6, 1917, as amended

by Section 2 of the Act of lMarch 9, 1933, entitled 'An Act
to provide relief in the existing national emergency in

g FRASER
afcd.org/
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banking, and for other purposes', I, Franklin D. Roosevelt,
President of the United States of America, do hereby pro-
hibit the hoarding of gold ccin, gold bullion, and gold cer-
tificates within the continental United States by individuals,
partnerships, associations and corporations and hereby pre-
seribe the following regulations for carrying out the pur-
poses of this order:

Section 1. For the purposes of this regulation, the
term 'hoarding' means the withdrawal and withholding of gold
coin, gold bullion or gold certificates from the recognized
and customary channels of trade. The term 'person' means any
individual, partnership, association or corporation.

Section 2. All persons are hereby required to deliver
on or before April 15, 1933, to a Federal reserve bank or a
branch or agency thereof or to any member bank of the Federal
Reserve System all gold coin, gold bullion and gold certifi-
cates except the following:

(a) Such amount of gold as may be required for legiti-
mate and customary use in industry, profession or art within
a reasonable time, including gold prior to refining and stocks
of gold in reasonable amcunts for the usual trade requirements
of owners mining and refining such gold.

(b) Gold coin and gold certificates in an amount not
exceeding in the aggregate $100.00 belonging to any one person;
and gold coins having a recognized special value to collectors
of rare and unusual coins.

(¢) Gold coin and bullion licensed for legitimate ex-
port transactions (not involving hoarding or speculation) in-
cluding gold coin and bullion imported for reexport or held
pending action on applications for export licenses.

: (d) Gold coin and bullion earmarked or held in trust for
a recognized foreign government or foreign central bank or the
Bank for Intemeational Settlements.

(e) Gold coin and bullion actually needed to meet matur-
ing obligations payable in gold coin or bullion in any case
where payment in gold coin or bullion actually has been demanded
by the obligee; provided that, in order to facilitate the en-
forcement of Section 3 hereof, the obligor shall furnish to the
Federal reserve bank of the district in which such payment is
made a written statement showing the name and address of each
person to whom or for whose account such a payment is made and
the amount paid to each such person.

Section 3. Until otherwise ordered, any person becoming
the owner of any gold coin, gold bullion or gold certificates
after April 12, 1933,(except as exempted by the provisions of
Section 2) shall, within three days after receipt thereof, de-
liver the same in the manner prescribed in Section 2.

—————
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Section 4. Upon receipt of gold coin, gold bullion or
gold certificates delivered to it in accordance with Sections
2 or 3, the Federal reserve bank or member bank will pay therefor
an equivalent amount of any other form of coin or currency coined
or issued under the laws of the United States.

Section 5. Member banks shall deliver all gold coin, gold
bullion and gold certificates owned or received by them (other
than as exempted under the provisions of Section 2) to the Fed-
eral reserve banks of their respective districts and receive
credit or payment therefor.

Section 6. The Secretary of the Treasury, out of the sum
made available to the President by Section 501 of the Act of
March 9, 1933, will in all proper cases pay the reasonable costs
of transportation of gold coin, gold bullion or gold certificates
delivered to a member bank or Federal reserve bank in accordance
with Sections 2, 3, or 5 hereof, including the cost of insurance,
protection, and such other incidental costs as may be necessary,
upon production of satisfactory evidence of such costs. Voucher
forms for this purpose may be procured from Federal reserve
banks.,

Section 7. In cases where the delivery of gold coin,
gold bullion or gold certificates by the owners thereof within
the time set forth above will involve extraordinary hardship or
difficulty, the Secretary of the Treasury may, in his discretion,
extend the time within which such delivery must be made. Appli=-
cations for such extensions must be made in writing under oath,
addressed to the Secretary of the Treasury and filed with a
Federal reserve bank., ZEach epplication must state the date to
which the extension is desired, the amount and location of the
gold coin, gold bullion and gold certificates in respect of
which such application is made and the facts showing extension
to be necessary to avoid extraordinary hardship or difficulty.

Section 8. The Secretary of the Treasury is hereby
authorized and empowered to issue such further regulations as
he may deem necessary to carry out the purposes of this order
and to issue thereunder, through such officers or agencies as
he may designate, licenses permitting the Federal reserve banks
and member banks of the Federal Reserve System, in return for
an equivalent amount of o6ther coin, currency or credit, to de-
liver gold coin and bullion to persons showing the need for
the same for any of the purposes specified in paragrephs (a),
(e), (d), and (e) of Section 2 of these regulations.

Section 9. Whoever willfully violates any provision of
this Executive Order or of these regulations or of any rule,
regulation or license issued thereunder may be fined not more
than $10,000, or, if a natural person, may be imprisoned for
not more than ten years, or both; and any officer, director,
or agent of any corporation who knowingly participates in any
such violation may be punished by a like fine, imprisonment,
or both,

This order and these regulations may be revoked at any
time.

THE WHITE HOUSE
March  , 1933."
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Mr. Goldenweiser then presented a revision of the press statement
Which it ig contemplated will be issued by the President of the United
States similtaneously with the executive order ebove referred to, and
Upon consideration of the statement lir. Ballantine suggested that it be
Tevised to include (1) a reference to the exceptions contained in section
2 of the order, (2) a statement that those who, after the order is issued,
fome into possession of gold not exempted by the order will be required to
Sxchange such gold for other forms of currency and (3) a statement as to
het the order accomplishes. Certain other changes in phraseology were
propoSed and Mr. Goldenweiser was requested to redraft the statement in
ae°°rdance with the suggestions and he left the room for that purpose.
During the consideration of the press statement Mr. Smead, Chief
of the Division of Bank Operations, joined the meeting.
Mr. Ballentine stated that consideration must also be given as E
%90 a5 possible to the question of the regulations to be issued by the
eeret&ry of the Treasury in accordance with the provisions of section
8 o the proposéd executive order, and it was pointed out that the only
TeEulat jong contemplated by the section referred to are regulations cover-

"€ the mechanics of issuing licenses by the Secretary of the Treasury.

% thig connection the suggestion was made that it might be well tec have
*omeone 14 the Federal Reserve Bank of New York who'is familiar with the
Drocedure of making gold payments prepare a draft of regculation covering
Vg 183uance of the licenses contemplated by section 8 of the executive
oz, i, Ballantine then left the meeting.

The Secretary presented a memorandum dated March 23, 1933, from

. A 2 o . .
"ingfielq, assistant Counsel, submitted in connection with en epplication
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fileq by the Lynchburg Trust and Savings Bank, Lynchburg, Virginia, for
Dembership in the Federal Reserve System, and stating that, while the
bank it in good condition it is doing a savings and trust business only
=g apparently no commercial banking busime ss, and as there is a pos-
sibility of applications being received from many other institutions of
& similap kind, the epplication raises an importent question of policy
8 %o Whether the Board should admit non-commercial banking institutions
to Membership, and that, in his opinion, such institutions would not be
desirable members of the System. The memorandum mentioned as supporting
Yéasons for this opinion that it is not apparent what substantial advent-
%8es the applicant bank would obtain from membership in the System, that
it Would not have any eligible commercial ér agricultural paper to redis-
Sount at the Federal Reserve Bank of Richmond, and that if a large number
°f savings ang other non-commercial banking institutions were admitted to
n’-efll_l.bership at this time it would probably result in a few years in con-
siderable pressure from within the membership of the System for a broad-
*ng op the eligibility requirements for discount in order that such
non‘°0mmercial members might have the privilege of rediscounting real
“State Paper and other classes of paper which are now ineligible for re-
discount- The memorandum also called attention to a letter addressed to
¢ Federa) Reserve Agent at Cleveland by the Board-on December 11, 1930,
st&tiné that the Board would be disposed to disapprove the application

Or membership filed by an institution, the great bulk of whose assets

g kind ineligible for rediscount or purchase by a Federal reserve bank,
; In connection with the ebove the Secretary also presented a letter

il Nareh 2z, 1933, from lir. Stevens, Federal Reserve Agent at Chicago,

Wity
5 ud P
®gard to an application for membership filed by the Personal Loan

RASER
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nd Savings Bank, Chicago, Illinois; the letter stating that the bamk, vhich
1s in €xcellent condition and considered one of the outstanding banks of its
Ri in the country, operates under a gereral banking charter authorizing it
% engage in a gemeral banking business, but has confined its business to
s mhn& of small personal loans, and that the committee on admissions of
the Federal Reserve Bank of Chicagp is prepared to recommend the admission
°f the bank provided that such action is consistent with the policy of the
Soarq 88 to banks of this character. It was pointed out that the Personal
Loay and Savings Bank is apparently operating on a plan similar to the lorris
Hlag 8nd that the epplications of that bank and the Lynchburg Trust and Sav-
hlgs Bank Present the problem to the Board as to whether it will adopt the
Doliey of admitting to membership savings benks and banks organized on the
MOrx-ia Pl&n, which do no commercial banking business, and have practically
o ®ligible commercial or agricultural paper, although the Lynchburg Bank |
:&a % substential emount of Govemnent securities on which they could
TR from $he Fdeved roserys Damk:
: The Proble}n thus presented was discussed, the suggestion being made
g 1 Might be well for the Board to defer a decision as to its future
b ey in the matter pending further developments in the situation as to
king le&islation now before Congress, partlcularly that sponsored by

n&tor G’lﬁB

Upon motion by lir. Jemes, action on the
two applications referred to was deferred, and
Governor lMeyer was requested to discuss with
Senator Glass the questions of poliey involved
in the applications.

The Secretary then called attention to letters received under date

Q
t LI&I‘Qh 22 >
» 1933, from Governor Norris of the Federal Reserve Bank of
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Philadelphia and March 24, 1933, from lir. Austin, Chairman of the board of
directors of the bank, copies of which had been furnished to the individual
Members of the Board, with regard to changes now proposed to be made in the
bank's building program and concerning which the building committee of the
Philadelphia bank will meet with the Board on Monday, March 27, 1933, at
12:00 o'clock nooﬂ. The changes as outlined in the letter from Governor
Yorris were discussed briefly.

lirs Goldenweiser then rejoined the ﬁeeting and presented a revised
Grapy of the press statement regarding the proposed gold order, prepared by
fim in accordance with the Executive Committee's instructions. Certain

fu
Tther changes were suggested and incorporated in the draft by lr. Golden-

We
lser. At this point Mr. Ballantine rejoined the meeting.

After some further slight changes the proposed state-
ment was approved in the following form for submission by
Mr. Ballantine to the Secretary of the Treasury:

"The country has responded patriotically to the Presi-
dent's proclamation of lMarch 6 and to his radio speech of
March 12. Between March 4 and March 22, $250,000,000 of gold
coin and $310,000,000 of gold certificates were returned to
the Federal reserve banks, in addition to more than £320,~
000,000 of other kinds of currency.

Many persons throughout the United States have hastened
to turn in gold in their possession as an expression of their
faith in the Government, and as a result of their desire to be
helpful in an emergency. There are others, however, who have
waited for the Govermment to issue a formal order for the re=-
turn of gold in their possession. Such an order is being is-
sued by the President today.

The order provides adequate opportunity for obtaining
gold for all legitimate needs. It makes available gold for
the purpose of meeting gold obligations and permits the ex~-
portation of gold for trade purposes.

With these exceptions the order requires all persons
who have in their possession gold coin, gold certificates, or
gold bullion, in excess of $100 and not having a recognized
special value to collectors of rare and unusual coins, to ex-
change this gold for other currency at one of the Federal
reserve banks, branches or agencies, or at a member bank.
While the order is in effect persons who come into possession




3/25/33 | 11=

’ of gold not exempted by the exceptions noted in the order,
| will also be required to exchange it for other currency.

The chief purpose of the order is to restore to the
country's reserves gold which has been withdrawn for hoard-
ing and the withholding of which under existing conditions
does not promote .the publiec interest. The order is limited
to the period of this emergency."

Reports of Standing Committee dated March 24, 1933, recormending ap-
Prova) of the following changes in stock at Federal reserve banks:

4
- lication for SURRENDER of stock: Shares
Strict No, 10.

St National Bank, Decatur, Nebraska.
(Decrease in surplus)

O

Fy :
'St National Bank, Kemmerer, Wyoming.
Ung (Decrease in surplus) 75
°n National Bank, Fremont, Nebraska
(Insolvent) 120 204
Approveds

Thereupon the meeting adjourned.

\@%@O—C&& Bﬁ e 2P

s Secretary.

ApprOVed:

. ) |
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/ Goverpor.
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