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A meeting of the Federal Reserve Board was held in Washington
on
Vonday, yune 5, 1933, at 11:30 a. m.
PRESENT: Mr. Black, Governor
Mr, Hamlin
Mr. Miller
Mr, James
Mr. Of*Connor
Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
Mr. McClelland, Assistant to the Governor
Mr. Wyatt, General Counsel
Mr. Paulger, Chief, Division of Examinations
Mr. Wingfield, Assistant Counsel
Mr, Siems, Federal Reserve Examiner,
The minutes of the meetings of the Executive Committee of the
Peqe :
T8l Reserve Board held on May 1, 4, and 6, 1933, were approved and »
the
8ctions recorded therein were ratified, Messrs. Black and O'Connor
lot Voting,
The Board then considered and acted upon the following matters:
Telegr&phic reply on June 1, 1933, approved by four members of
0
ard, to a telegram of that date from Mr, Newton, Chairman of the
eder
B Reserve Bank of San Francisco, stating that the board of directors, 2
& .
it
g ¥ Meeting on that date, voted to reduce the rediscount rate of the
ank %
8 © 3%, effective June 2, 1933, The reply stated that the Federal
eae"
© Board approves for the Federal Reserve Bank of San Francisco
8 regq
i
Stount rate of 3%, effective June 2. <
Approved.,
Letter datea June 1, 1933, from Mr. Sproul, Secretary of the -
ey,
a
1 Reserve Bank of New York, stating that the board of directors,
at 1t
8
Meeting on that date, made no change in the bank's existing

sgha a
u
le of rates of discount and purchase.

Without objection, noted with approval, -
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Memorandum dated May 31, 1933, from the Committee on Salaries
*1d Expenditures with regard to a letter dated May 16, 1933, from Deputy
Governor, Gilbart of the Federal Reserve Bank of New York requesting
8Pprova) of changes in the personnel classification plan of the bank to
¥OVide for the establishment of a loan collsction division in the eredit
dﬁpartment of the bank and for 24 new positions in that department, as
"oll g for the new position of "bank messenger™ in the Reconstruction
Finance Corporation Unit of the Government Bond and Safekeeping Depart-
mant; the Board's Committee recommending approval.
Approved. v
Telegram dated June 2, 1933, to Mr. Williams, Federal Reserve
Agant, 8t Cleveland, approved by five members of the Board, stating that
b Boarg approves the application of the Bourbon Agricultural Bank and
Srust Company, Paris, Kentucky, for membership in the Federal Reserve
lystem and for 240 shares of stock of the Federal Reserve Bank of Cleve-
s Subject to the conditions prescribed in the telegram. b
Approved,
Telegrams dated June 3, 1933, to the respective Federal reserve
:Eents, approved by four members of the Board, stating that the Board
Droves the applications of the following State banking institutions for i

Tembg
r
Ship in the Federal Reserve System and for Federal reserve bank stock,

s\lhj
8¢
t to the conditions prescribed in the individual telegrams:

Name of Bank Number of Shares  Federal Reserve Bank
Nap
lon Junetion state Bank,
Marion Junction, Ala. 24 Atlante

Cit
Lzens Banking Company,
Anderson, Indiena. 270 Chicago

Approved.
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Telegram dated June 3, 1933, to Mr. Peyton, Federal Reserve Agent
EtMinneapolis, approved by four members of the Board, with regard to the
®Plication ror membership in the Federal Reserve System filed by the
State Ban of Terry, Montana. The telegram stated that, although the
bmm:mﬂy increase its capital stock to $25,000 within five years after
it 8dmission to membership, as recommended by the executive committee
= the Federal Reserve Bank of Minneapolis, its large ratio of deposits
. Sapital would warrant a much larger increase in its capital stock;
that g4 is felt, therefore, that a condition should be prescribed requiring
s bank o increase its capital stock to $50,000 within 90 days after its -
admissi°n to membership, which increase might be in the form of a stock
tividend from surplus account; and that the agent is requested to take
:e Matter up with the bank and advise the Board as to its attitude toward
tueh Capita) increase, submitting his recommendation in the premises, The
oeleermn 8lso stated that it appears from the laws of the State of Montana
M: *18" with the Board that the capital stock of a commereial bank in :
eOntan& Mst be not less than $25,000, and suggested that the agent request '
Iaunsel %o consider whether, under the laws of Montana, the subject bank

T uireq 4o increase its capital to at least that amount.
Approved.
Telegraphic reply on June 3, 1933, approved by four members of the

Board
» to g letter dated May 27 from Mr, McClure, Federal Reserve Agent at

Qhaas
City, inquiring whether a State bank whose active managing officers

Oy
ang
& ®ontrol a corporation doing a real estate mortgage loan business
¥ be

admitted to membership subject to the regular condition of member-
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Ship Prescribed by the Board, with regard to issuing or selling evidences
°rindebtedness representing real estate loans or participations therein,
"ithoyt such mortgage loan company being disposed of by its officers, The
rﬁply Stated that the Board does not have sufficient detailed information
"th Tegard to the extent of the association of the business of the bank
nl °f the mortgage loan company to rule definitely on this case; but that
the ®ondition referred to contemplates that a bank admitted to membership
"Dject to such condition should not itself engage in the business described
therein Or engage in such business through any affiliation under such cir-
eunlstances that the bank would have either legal or moral responsibility
°F the transaction of such business or under circumstances which would lead

the banke
8 customers to believe that it has any such legal or moral re-

Spoy,
sibilitY. The reply also stated that if the bank and mortgage company
Tanagegq by the same officers and such corporations have similar names,

o ip

the tyo institutions are operating in the same quarters, this, among

Otheyp
thin@ﬂ; would strongly indicate an affiliation between the institutions J

w1th1
1 the meaning of condition numbered twelve.

Approved,
Letter datea June 3, 1933, to Mr. Curtiss, Federal Reserve Agent
& p
Os
: ton' approved by five members of the Board, stating that, in view of l
h

® ¢
. Mditions disclosed by the analysis of the report of examination of the
Q\)mk

]
i g Trust Company, Salem, Massachusetts as of Jamuary 11, 1933, it is

ey

e
4 uly ¥o see how the trust company would be justified in paying any
1V1den de

a » and that it will be appreciated if the agent will ascertain and
Vig

e
the Board what action the trust company has taken or proposes to take
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i Compliance with the recommendation of the State Commissioner of Banks
“hat the disbursement of dividends be discontinued until further notice.
The letter also requested advice of any correction of, or improvement in,
the ®riticized features of the bank's condition which may be effected from
Hae 4, time,
Approved.
Reply on June 3, 1933, approved by five members of the Board, to

* letter dated March 31, 1933, from Mr, Wood, Federal Reserve Agent at St.
Lmua. inclosing a copy of a letter dated February 27, 1933, from the North-
‘estern Trust Company of St. Louis, Missouri, relative to the condition of
:hat 1nﬂtitution as reflected in the report of its examination as of Septem-
. 21, 1932, and the organization and powers of its affiliate, the North-
“eatern Securities Corporation. The reply stated that it is noted from the
;Tbrmation submitted that one of the purposes for which the Northwestern

"Wities Corporation was organized was to engage in the business of
:Tr&nteeing the payment of real estate securities and issuing participations "
ereini that the Board's records with respect to the admission of the North-
t:snern Trust Company to membership in the Federal Reserve System do not con-

oy information that the institution at the time of its admission to
mbership was engaged in the business of guaranteeing the payment of real :

Os¢

Ate :

tmh S8curities and issuing participations therein, either directly or

¥ %h ap affiliated corporation; and that the Board feels that if the North-

egte
™ Securities Corporation were to engage in the type of business referred

0
' Wy
thoyt obtaining the Board's approval, it would be contrary to the spirit

g
Pup
P0se of the general condition under which the trust compeny was admitted
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L memberShip, if not an actual violation thereof. The reply also stated
that’ 88 it appears that the affiliate has not and is not now engaged in
the Practice of issuing and selling real estate securities or participa-
Hong therein, the Board, upon that understanding, will take no action in
iy hatter, although it will be appreciated if the agent will acquaint
Vs trust company with the Board's views in the premises, emphasizing that,
*Xoept Wwith the Board's approval, neither it nor its affiliate should
°ngage in any type of business which was not being practiced at the time

°f the trust company's admission to membership.

Approved.
Letter dated June 2, 1933,. to the Comptroller of the Currency,

"roveq by five members of the Board, replying to his memorandum of
May 25 recommending approval of the application of the Merchants National
ik &nd Trust Company, Poughkeepsie, New York, for permission to reduce
tscapit&l stock from $175,000 to $100,000, to change the par value of
$ha Shares of stock from $100 to $50 each, and immediately thereafter to
"T®8%8 149 capital stock from §100,000 to §250,000 by selling 3,000
,?Wreg Of new stock of a par value of $50 each for $100 a share, the re-
léased Capital of $75,000 and the premium on the new stock to be credited

X undivided profits and used in charging off estimated losses of §187,771.83

deprSC1ation of $124,539.84 on securities other than those in the four

:Eheat grades, as shown in a report of examination of the bank as of January
'1933° The reply advised that the Federal Reserve Board approves the pro-

* Teduetion under the plan submitted, subject to the conditions set forth

Iy
th
3 Teply, The reply also stated that it is apparent that the corrections
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%o be effected through the proposed capital stock adjustment, together
"th the improvement in securities values which has taken place since
the date of the last examination, will materially improve the condition
°f the bank and that such adjustment is therefore desirable inasmuch as
g Yank hasg already been licensed to reopen, but, in view of the bond
depreciation on issuves in the four highest grades which will not be
eliminated in the proposed adjustment, and the large volume of slow and
mmbtr“l assets remaining in the institution on the basis of the report
°f 1tg ®Xamination as of January 7, 1933, it appears also that the con-
tion of the bank will still be unsatisfactory, and it is assumed that
thg feature of the case is receiving the consideration of the Comptroller's
*ticq and that en effort will be made to remedy such condition.
Approved.
Reply on June 2, 1933, approved by five members of the Board, to
: lﬂtter dated May 25 from the Comptroller of the Currency, referring to
she Boarqrg recent disapproval of the proposed reduction in the capital
qt°°k °f the Patapsco National Bank of Ellicott City, Marylend, and re-
ZQSting that, for the reasons stated in the letter, the Board reconsider
ti:::°1Sion. The reply stated that the Board has given careful considera-
i 0 the Comptrollerts letter, but does not feel that it can properly
Ve the reduction under the plan submitted, and inclosed a memorandum

Pay
®d by Mr, Wingfield, Assistant Counsel of the Board, setting forth

A g
t
811 the considerations which influenced the Board's decision in the
m&tt,
T,

Approved.
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letter dated June 3, 1933, to Mr. Hoxton, Federal Reserve Agent
% Rj~<!1'unond, approved by four members of the Board, advising that the
Federal Reserve Board has approved the application of the Planters Bank
g Trust Company, Farmville, Virginia, for permission to exercise the
ndu"iary powers authorized under its charter and the laws of the State
" v1r81nia, provided that, prior to the exercise of any of these powers,
the boarg of directors of the trust company shall adopt an appropriate
l‘eaolution accepting the conditions set forth in the letter, and shall
tl‘ansmit to the Board, through the Federal reserve agent, a copy of such
reaolution.

Approved.

Reply on June 3, 1933, approved by five members of the Board,
O lotter dated May 18 from Mr. Hoxton, Federal Reserve Agent at Rich-
’Ilond, 1nqlﬁ-ring whether member banks which have not been licensed by the
Seeretal'y of the Treasury to reopen may participate in elections of Class
L ang directors of Federal reserve banks, The reply stated that it is

5 %pinion of the Federal Reserve Board that member banks, which have
" been licensed by the Secretary of the Treasury to reopen for the per-
rOrmAnce of usual banking functions, and which have not been placed in
quid&tion or in the hands of receivers or conservators or State officials

Qving Similar authority, are entitled to nominate candidates for Class
: "B directors of Federal reserve banks and to vote in the election of
111011 dil‘ectors, but that the Board agrees with the agent's view that banks
: *he hangs of conservators, or of State officials having similar authority,
o loy ®ntitled to nominate candidates for Class A and B directors or to

Yo
8 i
U the election of such directors.
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Approved, together with a circular letter
dated June 3, 1933, to all other Federal reserve
agents, also approved by five members of the
Board, inclosing a copy of the letter to Mr.
Hoxton,

Letter dated June 2, 1933, to Mr. Newton, Federal Reserve Agent
atA““1*111"5!3, approved by five members of the Board, referring to his letters
°f dpri1 39 and 29, and May 15, 1933, in reply to the Board's letter of
foryy 4 with regard to the report of examination of the Federal Reserve
Sank op Atlanta as of November 12, 1932, and stating that the Board is
ple&sed to note that the matters mentioned in its letter have had the
attention of the board of directors and officers of the Federal Reserve
e Of Atlanta, The letter also nmoted that a committee of directors
°f the Atlanta bank is considering the necessity for the continuance of
- Savannan Agency and steted that the Board will be interested in re-
°Siv1n8 the recommendation of the directors. In connection with the
“Nnt'a Statement relative to the safekeeping of securities for member
ks locateq in cities in which the head office or a branch is located, !

. letter stated that, as this question has arisen at other reserve banks
ad a8 1t involves a question of System poliecy, the Board is considering
t:bmitting the matter to the Chairman of the Governors' Conference with
: ™quest that he refer it to a committee for study and report at an .
t;:iytmeeting of the Conference. The letter also noted the agent's corment
e he directors are of the opinion that the safekeeping of securities
receiVers of closed banks is a proper service for such banks, and stated

thy
5.4
* may also be advisable to submit this question to the committee above

Yoty

Tre

: d to, and that the Board will be interested in receiving amy further
o

ent
S Which the agent might care to make with regard to these questions
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%% safekeeping,
Approved.
Mr, Morrill then stated that the Federal Reserve Board has re-

®eiveq from the Federal Reserve Agent at St, Louis, with his favorable
r°°°mmendation and that of the executive committee of the bank, applica-
Hong for membership in the Federal Reserve System filed by the Bankers
commrcial Trust Company, the Peoples Bank, and the Union Bank, all of

ttle Rock’ Arkansas, which were organized for the purpose of taking
i tertain assets and acquiring certain of the liébilities of the
Bmumrs Trust Company, the Peoples Trust Company, and the Union Trust
cOmpany' respectively, formerly member banks of Little Rock, Arkansas,
"hlch Were not licensed by the Secretary of the Treasury to reopen,
{ The new banks were organized under a plan approved by the State

m&dng 8uthorities which provided that the old banks should obtain loans

Ton the Reconstruction Finance Corporation on the security of certain
:ssets °f the old institutions and the stock of the new banks, which is
a‘ned by the 0ld institutions; the proceeds of the loans from the Recon-
wtru°t1°n Finance Corporation to be turned over to the new banks, together

N ertain acceptable assets of the old institutions, so that the condi-

bl the banks at the time they opened for business was such as would i
;T 2y then for membership in the Federal Reserve System under the re-
t;::fents Ordinarily imposed by the Board. Each of the old banks, or a
s % for the state bank commissioner, holds a majority of the stock of
D;:Tar Company, which has been organized as a part of the reorganization

' ¥ handle the real estate, rental, and insurance departments of the

RASER

sorg/
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b u”ma» which companies, for a period of five years, are to be
huhished eXecutive management, necessary operating space and public
utnity Services by the new institutions which will receive 50% of the
netearnings of the companies for such service. Each of the new banks
haataken Over the trust business of the old bank, has assumed the liabili-
63 of the trust department to the extent shown on the records of the de-
Nrm%nt’ and has agreed to turn over to the 0ld bank 50% of the proceeds
" the department for a period of five years,

The management of each new institution is substantislly the same
asthat of the o014 bank, except that it is reported that the Bankers
cﬁmmrcial Trust Company has a new president who is considered a capable

succesSful business man énd two new directors who are men of prominence
SWstantie) worth, that the executive committee of the Peoples Bank
ten Strengthened by the addition to the executive committee of two
i ® three ney men added to the directorate, and that the executive
QmmuttEG Of the Union Bank has been augmented by two directors. The

h

LH]

Sent op the Union Bank was with the Union Trust Company only four
Toar
" gy g reported that the major part of the sub-standard assets
'QI.

8
%uired prior to that time.

Attention was called to the fact that, while the stock of the new
by
D

f "as Which have been organized to handle the real estate, rental and
Sup
" departments of the old banks is not owmed by the new institutions

t
N b Doy banks will not be carrying on the business of the companies,
b

8 e
rrili&tion will be so close that there is a strong possibility that

P :
Blio Will be given the impression that the new bank is, in fact,




8/5/33 wiRa

*0ducting the business in the seme manner as it was conducted by the
Predecessor institution. Mr. Morrill stated that, while the arrangement

s ot o satisfactory one, it was felt that, in view of the fact that the
hanks 8% the time of the appraisals by Federal reserve examiners were in
8ooq eondition and solvent, they might be admitted to membership, subject

Yo the usual conditions and certain special conditions including one re-
Quiring the termination within a specified time of the relationships between
o 8% institutions and the affiliated companies,

Mr, James stated that, in his opinion, the history of the manage-
nent op the banks is such that, before admitting them to membership, the
Todsray Reserve Board should give very careful consideration to the possible
ooty op such management upon the condition of the banks,

There ensued a discussion as to whether the Federal Reserve Board
5h0uld Tequire the discontinuance of the relationships provided by the
:‘ap°°t1VB organization agreements between the new banks and the affiliated
°°mDan195 Prior to admission to membership, or within a period of, say,

:m Vear aftep admission, and as to what action, if any, might be taken
* Tegard to the management of the applicant institutions,
During the discussion, Mr. O'Connor left the meeting, which con-

¥y

g

. 1 ag & meeting of the Executive Committee of the Federal Reserve
Arq

L]

The discussion indicated a feeling of a majority of the members

of 4
he
% Executive Committee that the banks should be required to discontinue
8

c°nn90tion with the affiliated companies prior to admission to member-




e
e

Ship,

At the conclusion of the discussion, Mr,
Paulger was requested to communicate with Mre
Wood, Federal Reserve Agent at St. Louis, and
acquaint him with the attitude of the Board as
referred to above, and to request that Mr. Wood,
Governor Martin, and Mr. Bailey, Managing Director
of the Little Rock branch,come to VWashington for
a meeting with the Board on Wednesday morning, June
7, for a discussion of the applications for member-
ship, particularly with regard to the management of
the new institutions.

In connection with the consideration of the applications above
Teferreq to, Mr. Morrill stated that consideration has been given to
he advisability of a condition of membership requiring State member
ks to maintain a proper ratio of unimpaired capital and surplus to
deposits and that the following had been formulated for the consideration
T the Board as a standard condition of membership:

"Such bank shall maintain an adequate ratio of paid-up
and unimpaired capital stock and unimpaired surplus to its
8ggregate deposit liabilities; and if in any year ending on
the thirty-first day of December the average amount of deposit
liabilities of the bank during such year, as determined on the
basis of reports made by the bank to the Federal reserve bank
for the purpose of computing its required reserve, exceeds ten
times the aggregate amount of the bank's paid-up and unimpaired
Capital stock and unimpaired surplus, such bank shall prior to
the enq of the first six months in the next succeeding year
increase the aggregate amount of its paid-up and unimpaired
Capital stock and unimpaired surplus to an amount at least
equal to ten per cent of the average amount of deposit
liabilities of the benk as hereinbefore determined."

Mr, Morrill also stated that there are a considerable number of

a

Dpli Qations

%oy pending which are ready for action by the Board when the
i

Cy
% 88 %o this matter is decided. The proposed condition was dis-

d
» bug action was deferred.
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The Secretary stated that, at the request of Mr. O'Connor, there

e Yeen prepared a statement showing the number and individual emounts

ey Salaries at the Federal reserve banks of {10,000 per annum or

more’ and that information had just been received that the Comptroller

°f the Currency desired the information for the purpose of delivering

1 %o Mr, Henry Morgenthau, Jr., Governor of the Farm Credit Administra-

tio
R, for use in a conference with the President of the United States at

L:00 P. m. today. Mr. Morrill said the statement was being brought to

" 8%%ention of the Executive Committee for the reason that it is the

Tesent Policy of the Board not to give out information as to salaries
Officers ang employees of Federal reserve banks, other than in the

o in Which it is shown in the Board's annual report, where the salaries
the Chairman and Federal reserve agent and the governor of each bank

™ Shown Separately, but the salaries of other officers are grouped in

0
" lunp sum,

After discussion, the matter of furnish-
ing the statement to the Comptroller of the
Currency for the purpose named was referred to
the Governor with power.

Reports of Standing Committee dated June 2, 1933, recommending

prOV
81 of the following changes in stock at a Federal reserve bank:

4bp1
ic
w ORIGINAL Stock: Shares

Nrery No, 17,
Gﬁinesv:;ional Bank, Trinity, Texas. 20
le National Bank in Gainesville, Texas. 72 92
Total 02

Approved,
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Report of Standing Committee dated June 5, 1933, recommending
)
PProval of the following Clayton Act application:
% Mr, John E. Malone, for permission to serve at the same
Pimﬁ as director of the Ephrata National Bank of Ephrata,
emnsylvania, and as director of the Fulton National Bank

°f Lancaster, Pennsylvania.

Approved.

Thereupon the meeting adjourned.

(é%om W ova Lo

Secretary.

Apprgved: 4?15//// y 4
o // {tecel

Gqﬁernoro

(

\






