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A meeting of the Federal Reserve Board was held in Washington

°II Friday, June 23, 1933, at 11:00 a. m.

PPESENT: Mr. Black, Governor
Mr. Hamlin
Mr. Miller
Mr. Tames
Mitts.  Symctk

Er. O'Connor

Mr. Morrill, Secretary

Mr. Carpenter, Assistant Secretary

Mr. McClelland, Assistant to the Governor

Mr. Wyatt, General Counsel

The Board considered and acted upon the following matters:

Letter dated Tune 22, 1933, from the Secretary of the Federal Re-

"13 Bank of New York, and telegrams dated Tune 21, 1933, from the Chair-

Of the Federal Reserve Banks of Philadelphia and St. Louis, Tune 22,

1933: from the Chairman of the Federal Reserve BAnk of Kansas City, and

j\tile 23, 1933, from the Chairnan of the Federal Reserve Bank of Chicago,

11 4dvis1ng that, at meetings of their boards of directors on the dates

tated, no changes were made in the banks' existing schedules of rates

Of discount and purchase.

Without objection, noted with approval.

Telegraphic reply on Tune 22, 1933, approved by three members

Of the Board, to a telegram of VI/It date fram Deputy Governor Rounds

Of the Federal Reserve Bank of New York,

the Fishkill National Bank, Beacon,

Of the City of Beacon. The reply stated

1314'1°h-435 
with the understanding that the

t ion E except that the amount offered exceeds 25 per cent of the

t°teLl outstanding warrants of the municipality.

Approved.

requesting authority to purchase

New York, 030,000 of tax notes

that the Board authorizes the

notes meet all requirements of

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



6/23/33
489

-2-

Telegrams dated Tune 21, 1933, to Mr. McClure, Federal Reserve

Ageat at Kansas City, approved by four neuters of the Board, stating that,

811bieet to the conditions prescribed in the individual telegrams, the

13°411 approves the applications of the State Bank of Wheatland and the

Steck Growers Bank of Wheatland, both of Wheatland, Wyoming, for member-

41113 la the Federal Reserve System and for the number of shares of stock

et the Federal Reserve Bank of IcRnsas City to which each of the applicants

17111 be entitled upon the basis of its capital and surplus as of the date

UPQ4 which its mmthership becomes effective.

Approved.

Telegrams to the respective Federal reserve agents stating that,

Ilbieet to the conditions prescribed in the individual telegrams, the

13(11:1 approves the applications of the following State banking institutions

t°1'Membership in the Federal Reserve System and for the number of shares

Of
Federal reserve bank stock to which each of the applicants will be

et
itied upon the basis of its capital and surplus as of the date upon

itilieb• its membership becomes effective:

Name of Bank Federal Reserve Bank 

The Merchants and Farmers Bank,

Incorporated, Smithfield, Virginia.

Truckers Exchange Bank, Crystal Springs,

Mississippi.
Weiser State Pnnk, Weiser, Idaho.

Caldwell State Bank, Caldwell, Idaho.
Rupert State Bank, Rupert, Idaho.
BUhl State Bank, Buhl, Idaho.
Nampa State Bank, Nampa, Idaho.

Approved.

Telegram dated Tune 22, 1933, to Mr. Newton, Federal Re
serve

Richmond

Atlanta
San Francisco

San Francisco

San Francisco

San Francisco

San Francisco

4Rellt at San Francisco, approved by three members of the Board, 
replying
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to his telegram of June 19, 1933, requesting advice as to whether the

11114Lk or Aberdeen, Idaho, is eligible under the provisions of the Ranking

41" of 1933 for membership in the Federal Reserve System, with its present

4tPital of $20,000. The reply stated that, under the provisions of section

9 of -4-au Federal Reserve Act, as amended by section 17(b) of the Banking

4" or 1933, the applicant bank may not be admitted to membership unless,

1311or to admission, it increases its capital to at least 025,000.

Approved.

Letter dated Tune 21, 1933, to the Federal reserve agents at all

4de
ra1 

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

it
'Luz been noted in connection with the admission recently of certain

State banks ard trust companies to membership that there have been dis-

Ta/loies between the conditions of membership accepted by such instituti
ons

those prescribed by the Federal Reserve Board; that, in order t
o eliminate

t45 Possibility of any doubt or misunderstanding in this connect
ion, the

4€elits are requested in the case of each State bank or trust 
company here-

admitted to membership to have counsel for the Federal reser
ve bank

Estramtu
e the resolution of the institution's board of directors acc

epting the

'114itions of membership and to have such correction effected 
therein as may

easssary to bring such conditions into conformity with tho
se prescribed

the Board; and that a statement from counsel that he has
 made such an

exarai
ation and found the resolution to be in proper form, 

and the conditions

ea 
accepted to be in the form prescribed by the Board, should 

accompany the

itied copy of the resolution when it is forwarded to the Board.
 The

letter also stated that it has been noted in a number of 
cases that the

l'ea°111tion has referred to the fact that the conditions of 
membership

ft o.
'Dted by the particular bank or trust company were contained 

in a eannani-
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addressed to it by the Federal reserve agent, and that, while

it is assumed that the conditions

tiLtilre cases would be the same as

he aPPreciated if the agents will

4 eoPY of any such communication,

491

of membership thus referred to in any

those prescribed by the Board, it will

forward to the Board in each such case

in order that its records covering the

lalstitution involved may be complete.

Approved.

Letter dated Tune 22, 1933, to the Comptroller of the Currency,

4Platved by three members of the Board, replying to Deputy Comptroller

4°Ilat letter of Tune 10 recommending approval of the application of the

4rat National Bank, Saiminnca, New York, for permission to reduce its

11D110X1 capital stock from 0_75,000 to $125,000 in accordance with the terms

of a proposed plan of reorganization under which the present stockholders

111 surrender all their holdings, nnd a25,000 of such surrendered stock

1'40 Par value per share will be resold at $15 per share; the pramium of

'500 received from the sale of such stock to be used as surplus, and

he released capital of 475,000, together with the present surplus of

1/4b() nnn
undivided profits of f1,37,065, and funds aggregating 263,304 ob-

tab,
-'41, through a waiver of 20 per cent of unsecured deposits, to be used to

eliZillate losses, depreciation, unacceptable assets and lower gra
de bonds

4e'e'reatin{.„; 525,369, the charged off assets to be trusteed for the benefit

c)t Waiving depositors. The reply stated that the Board approves the pro-

13°3'41:1 reduction under the plan submitted, subject to the 
conditions set forth

14 the reply, and an the understanding that the bank will be placed 
under

tiew
'u44.11.4gement, together with a new board of directors, which 

will be satis-

OrY to the Comptroller of the Currency and the Federal Reserve 
Bank of

tlirW york.
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Letter dated Tune 22, 1933, to the Comptroller of the Currency,

414"crired by four members of the Board, replyinc to his memorandum of Tune

2 recommending approval of the application of the First National Bark,

144 Linden, Michigan, for permission to reduce its capital stock from

4°°,000 to 50,000 under a plan which provides for the surrender of the

capital stock of the institution by its present stockholders, the

l'esele of 050,000 of such surrendered stock at a premium of ',(310,000 which

11111 be set aside as surplus, and the use of all present capital funds

411"ting to ''”.45,574, together with funds in the amount of 0217,611 ob-

tiliad through the waiver of 40 per cent of unsecured deposits, for the

111114ation of criticized assets, losses, and depreciation aggregating

The reply stated that the Board approves the application under

the Plan submitted, subject to the conditions set forth in the reply
; that,

View of the recommendation of the reorganization division of the

C°141)tre1ler's office thnt competent new manasement should be obtained for

the llational bank, it is assumed that consideration is being given by that

°trice to requiring that the management of the bank be strengthened; and

that the plan of reorganization does not provide for the statut
ory assess-

On the present capital stock and, as it appears that the de
positors

4143 absorbing a large portion of the losses of the bank, and
 as the last

reDort
-- of examination reveals that the directors are men 

of considerable

17°z`th it is assumed the Comptroller's office has given 
due consideration

to t he Possible collection of an assessment and the 
advisability of waiving

11c11 
liability.

Approved.
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Telegraphic reply on Tune 22, 1933, approved by three members

°t the Board, to a telegram of that date from. Assistant Federal Reserve

Fletcher at Cleveland, requesting authority for the esncellation

"1,000 shares of stock of the Federal Reserve Bank of Cleveland issaed

to the Union Trust Company, Cleveland, Ohio; counsel for the Federal reserve

1441c having advised that the application received by the bank is in proper

1517°Iand that the agent appointed by the superintendent of banks making the

4411cation is duly authorized to do so. The reply stated that the Board

€"rolires the application referred to and that the Federal Reserve Bank of

Cleleland is authorized to cancel the stock issued to the trust company

8341 to make appropriate refund thereon.

Approved.

Letter dated Tune 20, 1933, to the Federal reserve agents at all

?Me,
4.a-L reserve banks, approved by four members of the Board, transmitting,

t"heir information, copies of the Board's letters of May 3, May 18 and

41141 21 1933, to the Comptroller of the Currency, advising of the Board's

"t104 in connection with the applications of the Citizens National Bank

t1)0001Aoke City, Maryland, and the Patapsco National Rsnk of Ellicott

01t1r1 larYland, for permission to reduce their capital 
stock. The letter

41ao iaclased a copy of the letter received by the Board 
from the Comptroller

ortIle Currency limier date of May 25, 1933, asking that the 
Board reconsider

ite A .
"ecision on the application of the Patapsco National 

Bank, and a copy

(/r1111.
-* aingfield's memorandum of l'.]ay 31, 1933, setting 

forth the considera-

3 which influenced the Board's decision in that case.

Approved.
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Telegrams dated June 20, 1933, to Mr. Stevens, Federal Reserve

exit at Chicago, and Deputy Governor McKay of the. Federal Reserve Bank

or Chicago, and Tune 21, 1933, to the Federal reserve agents and governors

t 411 Federal reserve banks, all approved by four members of the Board,

"4 regard to the provisions of section 19 of the Federal Reserve Act, as

elaelided by section 11(b) of the Banking Act of 1933. The telegrams to

1€1831'3. Stevens and McKay contained information in response to their

alpective inquiries, which information WES also included in the telegram

to 411 the Federal reserve agents and governors which advised that, while

8°1118 of their questions could not be answered immediately, the following

e°111c1 be stated:

(a) Except as indicated below, the law forbids member banks to

pay interest on demand deposits after June 16, 1933; but

interest accrued on or before that date may be paid.
(b) The law does not prohibit the payment of interest in

accordance with the terms of any certificate of deposit or

Other contract previously entered into in good faith and in

force on June 16, 1933.
(e) No such certificate of deposit or other contract may be

renewed or extended without eliminating the provision for the

payment of interest on demand deposits; and all such contracts

must be modified as soon as possible consistently with the

bank's contractual obligations so as to eliminate the payment

Of interest on demand deposits. If the contract is subject

to modification or cancellation at the option of the bank, it

must be modified as soon as possible.
(a) The prohibition against the payment of interest on demand

deposits, however, is not applicable to deposits payable onl
y

at an office of a member bank located in a foreign country nor

to any deposit made by a mutual savings bank nor to any deposit

Of public funds made by or on behalf of any State, county
,

school district, or other subdivision or municipality,
 with

respect to which payment of interest is required 
under State

law.

(t)

This exemption is not applicable to deposits of r
eceivers of

insolvent State or nations] banks, since they are 
not public

funds.
Deposits of public funds of the United States 

Government are

not exempted and the Treasury has amended its c
ircular number 92

so as not to require the payment of interest on 
balances in war

loan deposit accounts and is considering simil
ar amendments to

other circulars.
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(g) The Federal Reserve Board is not authorized to grant member

banks permission to pay interest on demand deposits.

(I1) Member banks may continue to pay interest on time deposits

in accordance with their usual practice or existing bona fide

contracts until the Federal Reserve Board issues regulAtions on

the subject. Preparation of such regulations requires investiga-

tion, study and careful consideration of practical and economic

effects; but such regulations will be promulgated as soon as

practicable. The views of all the Federal reserve banks on this

subject have been requested and will be given consideration

before regulations are promulgated.
(1) The meaning of the provision with regard to waiving the

requirement of notice before the payment of savings deposits

requires further study and will have to be covered by a later

ruling or by a provision of the Board's regulations.

(i) The prohibition against the payment of interest is

applicable only to deposits which are "payable on demand" and,

therefore, subject to such regulations as the Board may pre-

scribe, interest my be paid until maturity on deposits which

are originally bona fide time deposits, although such deposits

have become payable within thirty days and for that reason

alone are classified under existing regulations as "demand

deposits" for the purpose of computing reserves.

Since the provisions regarding the payment of interest on

deposits are incorporated in section 19 of the Federal Reserve

Act, definitions contained in section II of the Board's

Regulation D should be considered in determining what are time

deposits pending the issuance of further regulations on this

subject.

Approved.

Telegraphic reply on Tune 20, 1933, approved by four members of the

(1"111, to a telegram dated June 17 from Mr. Stevens, Federal Reserve Agent

Chicago, in which he referred to the Board's telegram of Tune 16 request-

that all Federal reserve agents furnish the Board with their recommenda-

ti%48 as to regulations to be prescribed by the Board in connection with

IlLte8 of interest to be paid by member banks on time deposits under section

11(b) of the Banking Act of 1933, and requested advice as to whether the

tqara
Would consider it desirable for the bank to send out a questionna

ire

4011 member bank as to its rates of interest. The reply stated that con-

l'eLtion is being given to the inclusion of a questionnaire of this 
kind

1)1 the
- forthcoming call for reports of condition of all member 

banks, and

to e

aide
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til
t, 

in order to avoid possible duplication, it is believed Federal reserve

be4ks should not send out questionnaires until it can be determined whether

tile Board will do so.

Approved.

Telegraphic reply to a telegram dated Tune 22, 1933, from Mr.

l'El°11, Federal Reserve Agent at Minneapolis, submitting, in respons
e to the

80ard s telegram of Tune 16, 1933, his recommendations as to the r
ates of

Illterest on time deposits to be fixed by the Board pursuant to the 
pro-

'11810Tis of section 11(b) of the Banking Act of 1933, and inquiri
ng whether

ecl"ideration has been given to a sliding rate which would be 
based on and

1411ad with the discount rate in the district with a definite max
imum limit.

The 
reply stated that the Board appreciates the considerat

ion which he has

to its request and will be glad to receive as soon as 
practicable his

as to the other aspects of the question not covered in
 his telegram.

The ,
—uPlY also stated that the Board is awaiting the submissi

on of the

41"a by all Federal reserve banks before entering u
pon detailed considera-

t10
a or questions such as that raised by Mr. Peyton, and th

at it is assumed

he will
include his recommendation on this point in his f

inal report.

Approved.

Telegrams dated Tune 22, 1933, to Governor 
Young of the Federal

"e Bank of Boston, end to the Federal reserve 
agents at all Federal

teae
Ilre banks, approved by four members of the 

Board, referring to an

14q4 irY contained in a telegram dated Tune 20 
from Governor Young as to

het ,,her under section 5(c) of the Banking Act of 
1933 the examination of

Ittiliates of State member banks is 
mandatory. The telegrams stated that

the 8°ard has ruled that under section 9 of the 
Federal Reserve Act, as
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by section 5 (e) of the Banking Act of 1933, examiners selected

OtePProved by the Federal Reserve Board must make such examinations of

the
-"airs of all affiliates of State member banks as shall be necessary

to cli
'e-Lose fully the relations between such banks and their affiliates

411c1 the effect of such relations upon the affairs of such banks, and that

examinations must be made in connection with examinations of State

4:Lbsr banks•

Approved.

Telegram dated June 22, 1933, to the Federal reserve agents

at
411 Federal reserve banks, approved by four members of the Board,

r°11"ing receipt of a telegram dated Tune 21 from L.r. Austin, Federal Re-
aerv,

Agent at Philadelphia, inquiring whether the rate of interest which

the
°ard is authorized to fix on time deposits pursuant to section 11(b)

°t t
he Eanking Act of 1933 is the exact rate which member banks must pay

°1'llhether it is a limit which they cannot exceed. The telegram stated
that

eection 19 of the Federal Reserve Act, as amended by section 11(b)

t the Banking Act of 1933, which authorizes the Board "to limit by

N1114tien the rate
t e

'Posits", authorizes
be

of interest which may be paid by member banks on

the Board to fix a maximum rate which may not

ceelled by member banks, but does not contemplate that member banks

138 required to pay such maximum rate and that they could pay lower
tEktes

at their option.

Approved.

Telegraphic reply on Tune 21, 1233, approved by four members of
he

Eird,) to a telegram dated Tune 20 from Governor Yoling of the Federaltleziezpv

e Bank of Boston, requesting advice as to whether the bank is corn-
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Pelled to accept a clearing account from a nonmember bank which agrees

to earrY an adequate balance to offset items in transit. The reply stated

tila:t a Federni reserve bank is not under any circumstances required by law

to accept a clearing account from a nonmember bank, but may accept or refuse

811eh account in its discretion; and that, if such account is accepted, the

4°111°181ber clearing bank is required by law to maintain a balance sufficient

to Qrrset items in transit and the Federal reserve bank may prescribe such

(Idltional requirements as, in its judgment, are advisable.

Approved.

Letter dated Tune 21, 1933, to the Secretary of the Treasury,

"Ilved by four members of the Board, stating that, as a result of recent

°I-dbaoventents, all of the Federal reserve banks have on hand very large

.14Q11111te of gold coin and gold certificates; that at several of the banks,

11°Ivel'er, the proportion of total gold holdings now maintained in the form

c4 gold settlement fund balances is relatively low; and that they are de-

IL.°113 of increasing these balances in order to facilitate payments to other

Pede,_
'41 reserve banks and transfers to the Federal reserve agents and the

U4iten- States Treasury. The letter also stated that, in order to accomplish

/ the banks are considering shipments of gold coin and certificates

the
Treasury, and that the Board will appreciate advice as to the posi-

(If the Treasury with regard to the following questions which have been

taiaed
in this connection:

this

1

a,

3„

Will the Treasury permit the Federal reserve banks to ship

United States gold coin to the Treasury, or to the mints or

e.esay offices, at the Treasury's expense?

Will the Treasury reimburse Federal reserve banks for

abrasion on gold coin deposited with the Federal reserve

banks  since March 7?
Will it be necessary for the Federal reserve banks,

especially those not equipped with electric weighing machines,

to determine the amount of abrasion on gold coin before

shipment to the Treasury, a mint, or assay office?Digitized for FRASER 
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4, Will the Treasury authorize such Federal reserve banks

as find it desirable to do so, to segregate a portion of

their stock of gold coin, or gold certificates, or both,

to be held in joint custody by the banks and agents for

account of the United States Treasurer?
5, Will the Federal reserve banks be permitted to cancel

and ship to the Treasury new and fit gold certificates in

denominations of .;:;500 and aver?

The letter also stated that inquiry has been made of the Board as to the

1)°11-eY which the Treasury will follow in connection with the disposal

or standard silver dollars held by Federal reserve banks in excess of their

re qu4
4zements, and that advice is requested as to whether the Federal reserve

beilks will be permitted to ship excess holdings of standard silver dollars

to the Treasury, a mint, or assay office, at the Treasury's expense.

Approved.

Letter dated Tune 20, 1933, to Mr. Leo T. Drum of the Capital

41141-4 and Feed Company, Montgomery, Alabama, approved by four members of

the 130ard, replying to his letter of May 19 addressed to the President

or the United States and referred to the Federal Reserve Board for reply,

%Ieeting reimbursement to the grain company for legal fees paid by it

114 eon-motion with the case of the Capital Grain and Feed Company vs. the

?""8-1 Reserve Bank of Atlanta which arose in 1925 out of the attempted

°°11ection by the Federal reserve bark of a check drawn by the Capital

4111111 and Feed Company on the Merchants Rank of Montgomery, Alabama, and

Will°4 resulted in a judgment in favor of the feed company which was p
aid

11"411 by the Federal reserve bank. The reply reviewed briefly the

htat°17 of the case and stated that,while the Federal Reserve B
oard

cleell'ea that the relations between the Federal reserve banks and 
those

171t4 wham they deal shall in. all respects be fair and equitable, it 
does

IIRIt reel, for the reasons set forth in the letter, that it can 
properly
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Jartervene in this matter with a view to having the Federal reserve bank

119Z the costs of litigation incurred by the Capital Grain, and Feed Company.

Approved.

Letter dated Tune 21, 1933, to Mr. W. H. Labrot, President of the

4tialltic Creosoting Company, New York City, New York, approved by five

3511enlbars of the Board, replying to his letter of Lay 6, addressed to the

SecrEltery of Commerce and referred to the Federal Reserve Board for reply,

4"h1ch he suggested that, as a means of financing exports from this

e4311"17 to foreign buyers, the Federal reserve banks extend their rediscount

Pl'ivileges to banks of issue in foreign countries, particularly the South

Central American countries, or to importers in those countries on their

notes indorsed by the borrowers' local banks and by the respective benks

t issue of such countries. The reply stated that the Federal Reserve Board

184ot advised that foreign bnnks of issue have expressed a desire to redis-

CO alt at Federal reserve banks local paper issued for the purpose of paying

t" imPorts from this country; that it seems improbable that such foreign

bk4k
8 of issue would desire the extension of such privileges, as the practical

etre" would be to place upon them the obligation to furnish the dollar

E:1((ft4.4e;e required at maturity to retire the obligations; that, although Mr.

14brof--'s suggestion appears to imply a willingness on the part of the foreign

eLtra-1 banks, which are c;overnment-owned or controlled, to increase imports

Ilato 
those countries, it is understood that the efforts of the governments

,

stion have been in the direction of reducing rather than increasing

11°PoTH.
—a; and that member banks of the Federal Reserve System are authorized,

1111111 1,
certain conditions, to accept drafts or bills of exchange having not

rnare
4-0-an three months' sight to run drawn by banks in foreign countries
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the purpose of furnishing dollar exchange required by the usages of

tre'de ta such countries, which acceptances are eligible for rediscount

bY Federal reserve banks. The reply also inclosed a copy of the Board's

Reettlation C containing provisions regarding acceptances drawn for the

13141303e of creating dollar exchange and stated that it is understood that

(1°11ar credits created in this manner are normally available to importers

wil° enjoy adequate local bsnk facilities, but that, in a number of Latin

411c"ca1 countries, governmental exchange restrictions are in effect and

t1188e restrictions have tended to reduce substantially the amount of

(1°11ex exchange available to the banks in such countries.

Approved.

Letter to Mr. Joseph A. Broderick, Superintendent of Banking,

1113411Y, New York, replying to his letter of May 26 to Governor Black,

'eeeiPt of which had been acknowledged previously, and stating that the

3314113°ra of the Board have noted the reference in the letter, in connection

111t4 requirements for admission to membership in the Federal Reserve System,

to "the present rigid and stringent policy of the Federal Reserve Board',

8114 the statement that the requirements set up are "unreasonable and

c)4reasiven, and the reference to the standard of conditions as having

.4, -set up to keep out new members". The reply also stated that, in

view
or these and other expressions, the Board naturally desires to give

84bie0t matter of the letter very careful consideration; that, in order

to ata it in doing so, it will be appreciated if Mr. Broderick will review

"Ilditions which the Board has imposed in each instance in connection

171.th the admission of State banks in New York to membership in the Federal

%)ae
1170 System during the past twelve months and point out to the Board in

eeell
e4se the particular requirements which, in Mr. Broderick's opinion,
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• wimasonable and oppressive, together with his reasons for his con-

cillsion; and that such an analysis will enable the Board to study the

Nlitrements in the light of the facts of the particulnr situations upon

Which they were based and it is believed will result in a more effective

discussion of the points involved. The letter stated further that if Er.

111'cdsrick does not have immediately at hand the statement of the conditions

41Posed by the Board in each of the eases of banks whose applications have

11"1"LPProved for membership during the past year, it is suggested that he

fet in touch with Mr. Case, Federal Reserve Agent at New York, who, no

(1°Ubt, will be glad to assist him in any way possible in accumulating the

desired information; and that he may be assured that the Board has every

clesiN3 to consider these matters from a constructive point of view and

that his cooperation will be welcome.

In connection with a suggestion that it might be advisable to

l'eCi t Er. Broderick to came to Washington to discuss with the Board

the Zatter referred to in his letter, Governor RInck reported that he had

diectzssed the situation with Mr. Broderick when the latter was in Washing-

to
IsecentlY; that he later considered it with one of Mr. Broderick's

• stants, and that Governor Harrison and Deputy Governor Rounds of the

eclete1 Reserve Bank of New York had given considerable time to the matter.

Ile stated that Mr. Rounds has spent a great deal of time, particularly,

c• onnection with the application of the Westchester Trust Company,

Yccnk
el'e, New York, he and Mr. Dillistin, Assistant Federal Reserve Agent

tN• " York, having cone to Washington to consider the matter with members

Ct
the Board's staff.
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After discussion, during which Mr. Morrill

stated that the Deputy Commissioner of Banks of

the State of New York had made an. appointment to

call on him this afternoon, the proposed reply

was approved.
Governor Black stated that, if agreeable to

the other members of the Board, he would also

address a personal letter to Mr. Broderick. The

other members present indicated that they felt

such action would be desirable.

Memorandum dated Tune 20, 1933, from Mr. Smead, Chief of the

471-sion. of Bank Operations, approved by four members of the Board, stating

thet since the passage of the Tmergency Bank Act of March 9, 1933, a number

"Ilational banks have issued preferred stock as authorized by that act

44c1 4 few State bank members have also issued such stock under authority

"St4ts law; and that, accordingly, it is proposed to have the member

bklik

8 show, in their next condition reports, the amount of first preferred

4" 8e00nd preferred stock, which any of the banks may have issued,

414te1Y fram the common stock, so far as such information relates to the

114111ber of shares, par value, and retirement price of such preferred stock,

to show only one amount as the net book value of all the capital stock

he bank. The memorandum submitted a copy of proposed instructions to

11461411er banks Governing the method of reporting the capital accounts, and

attention to the fact that, instead of showing the capital stock as

the ,
'ti-rst item on the liability side of the call report, it is proposed to

the item "capital account" immediately following the item "other

14billties," and to change the total of liabilities to read "Total,

dtag capital account"; that the net book value of the preferred and

°t t

q(4001._
un stock, rather than its par or retirement value, is 

to be shown in

the
4rnollnt column, and that the book value of the capital stock is to be
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lidded to surplus, undivided profits, and reserves for contingencies to

°I/tstm the total value of the capital account, or net worth. The memorandum

4180 stated that inasmuch as the Ranking Act of 1933 authorizes the Federal

Rea"ve Board to regulate the rate of interest which may be paid by member

11k4s on time deposits, it is proposed to ask State bank members to accompany

thell' next call report with a report of the rates of interest paid by them

°Ileach class of such deposits, and to revise Schedule "L" of the call report

r°1741105 in which member banks at present classify their time deposits, so

til t the information submitted on that schedule will conform to the proposed

recIrt on the rates of interest paid by the bank on time deposits; that, in

4(1d4tioll to the above changes, it is proposed to add a separate schedule on

ellIliates as explained in detail in another memorandum on the subject of

r"t8 of affiliates of member banks; and that it is understood that the

°13c)8ed changes in the Board's call report form will be made also by the

e°1411tro11er of the Currency in the form used by national banks in submitting

heir quarterly condition reports.

Approved.

Lemorandum dated June 22, 1933, from Mr. Smead, Chief of the

1)4-11/1°11 of Bank Operations, approved by four members of the Board, stating

that
section 5(c) of the Banking Act of 1933 amends section 9 of the Federal

Reee_
4:7s Act by adding at the end thereof new paragraphs which, among other

) require each State bank member to obtain from each of its affiliates,

ottier
then member banks, and to furnish to the Federal reserve bank of its

--et and to the Federal Reserve Board, not less than three 
reports during

ekeil

/re itr; that such reports are to be in such form 
as the Federal Reserve

80tizszi
'"44,1r prescribe and are to disclose fully, as of the 

dates fixed by the
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8(lard for reports of condition of member banks, the relations between

8401 affiliates and such banks in order to enable the Board to inform it-

881f as to the effect of such relations upon the affairs of such banks;

and that section 27 of the Banking Act of 1933 requires the Comptroller

Of the Currency to obtain similar reports of affiliates of national banks.

The memorandum also stated that, assuming that the Board will ask State

bank members to submit reports covering each of their affiliates as of the

de:be of the next call for condition reports, three forms have been drafted,

Which were submitted with the memorandum, one for use in obtaining reports

holding company affiliates, one in obtaining reports from other af-

filiates, other than member banks, and one for the use of member banks in

413°"ing loans and advances to, and investments in securities of, their

"tiliates; that, while these forms are believed to be adequate for the

1)1'esent, it is quite possible that the information that will be reported

thelleta will MaRB it desirable to revise and perhaps elaborate the forms

t" 118e in obtaining subsequent reports, and that it is desirable that the

t°1113 used by the Board in obtaining the reports of affiliates of State

b441c
members be identical, in all essential particulars, with those used

hY t he Comptroller in obtaining reports of affiliates of national 
banks.

The m
emorandum stated further that the amendment to section 9 of the Federal

1168"1re Act requires that reports of affiliates of a State bank member

811411 be published by the brInk under the same conditions as govern its own

e°4(lition reports; that there is nothing in the Federal Reserve Act, how-

') Which requires State brank members to publish condition reports sub-

t--
tlt ea 

to the Federal Reserve Board and the Board has never required that

811°4 l'ePorts be published; that, in view of these circumstances, it would
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8"101 that a reasonable interpretation of that section of the act would be

t° require that State bnrk members publish the reports of their affiliates

luacier the came conditions as govern the condition reports submitted by

84°11 banks to State authorities, and that, accordingly, a proposed letter

°t iastructions, also submitted with the memorandum, had been drafted which

il'ovides for such procedure.

Approved.

The Assistant Secretary then presented a letter dated Tune 21, 1933,

*°M1dr. Austin, Chairman of the Federal Reserve Bank of Philadelphia,

t"ta,g that, at its meeting on that date, the board of directors of the

baltk, subject to the approval of the Federal Reserve Board, established a

rItte of 4 1/2,; on, advances to menber banks under section 10(b) of the Federal

"ve Act, as amended, and a rate of 4 1/2% on advances to nonmember banks

11111 trUst companies under section 404 of the Act of Larch 9, 1933, as amended.

thp,-- discussion which followed, reference was made to a statement issued

13Y t he Reconstruction Finance Corporation on Tune 10, 1933, that a reduction

t he rates charged by the Corporation on certain loans made by it had been

4141101'ized, and the question was raised as to the possibility of the action

t the board of directors of the Federal Reserve Bank of Philadelphia having

beert
uciken on the assumption that such reduction had been actually put into

rreet on loans made to banks. Mr. Morrill stated that information had been

QbtEL 
tiled yesterday from the Reconstruction Finance Corporation that,

 while

it in
workinc on an arrangement under which a reduction may b

e made, the

teck
has not actually become effective.

Accordingly, Mr. Morrill was requested to ca
ll Mr.

Austin on the telephone and ascertain whethe
r the action

of the directors of the Philadelphia bank was in any
 way

predicated upon the assumption that a reduct
ion in the

rates charged by the Reconstruction Finance Corp
oration

had been made.
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The Secretary then presented a memorandum dated Tune 15, 1933,

15ell the Board's Fiscal Agent recommending that, on the basis of the estimated

11ZPEm.cliture3 of the Federal Reserve Board for the period of six months be-

Tuly 1, 1933, of approximately 3430,271, the Board levy an assess-

on the Federal reserve banks of ninety-two thousandths of one per cent

(40092) of the total paid-in capital and surplus of the Federal reserve

ba4ks as of the close of business on Tune 30, 1933. Mr. Morrill referred

tO the letter addressed to the Federal reserve agent at Richmond on Tune

16' 1933, inquiring whether it would be satisfactory to that bank for the

l'ederal Reserve Board to open and maintain on the books of the bank an

"cuunt in which the Board's funds, including the proceeds of the semi-

assessments on the Federal reserve banks, may be deposited, and he

Stated that Mr. Walden, Controller of the Federal Reserve Bank of Richmond,

ha41 Come to Washington in accordance with the Board's suggestion and a plan

114 been worked out for the opening of an account at the bank in the name

of 
the Federal Reserve Board and for the deposit of the proceeds of the pro-

kleed assessment in that account. Mr. Eorrill also stated that the details

(4' the plan, which has been approved by Mr. Smead, Chief of the Division

or bank Operations, are being completed and will be submitted to the Board

approval.

Accordingly, the following resolution was

adopted:

"WHEREAS, under Section 10 of the act approved December 23,
 1913,

aad known as the Federal Reserve Act, the Federal Reserve Board is em-

Powered to levy semi-annually upon the Federal reserve banks, i
n pro-

Portion to their capital stock and surplus, an assessment s
ufficient

t° PsY its estimated expenses, including the salaries of
 its members,

assistants, attorneys, experts and employees, for the ha
lf year suc-

csedinz the levying of such assessment, together with any de
ficit

carried forward from the preceding half year;
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"WHEREAS, Section 10 of the Federal Reserve Act, as amended by
PAnking Act of 1933, contains the following provision:

'The Board shall determine and prescribe the manner
in which its obligations shall be incurred and its disburse-
ments nnd expenses allowed and paid, and may leave on de-
posit in the Federal reserve banks the proceeds of assess-
ments levied upon them to defray its estimated expenses and
the salaries of its members and employees, * * * and funds
derived from such assessments shall not be construed to be
Government funds or appropriated moneys.'

"WHEREAS, it appears from estimates submitted to and considered
by the Federal Reserve Board that it is necessary that a fund equal to
ninety-two thousandths oC one per cent (.00092) of the total paid-in
capital stock and surplus of the Federal reserve banks be created for
the purpose hereinbefore described, exclusive of the cost of engraving
and printing of Federal reserve notes;

"NOW, THEREFORE, RE IT RESOLVED BY THE FEDERAL RESERVE BOARD, That:

"(1) There is hereby levied upon the several Federal reserve
banks an assessment in an amount equal to ninety-two thousandths of one
Per cent (.00092) of the total paid-in capital and surplus of each such
bank at the close of business on Tune 30, 1933;

"(2) Such assessment shall be paid by each Federal reserve bank
in two equal installments on Tuly 1, 1933, and September 1, 1933,
respeetively;

"(3) Every Federal reserve bank except the Federal Reserve BAnk
of Richmond shall pay such assessment by transferring the amount thereof
011 the dates stated above through the Gold Settlement Fund to the
Federal Reserve Bank of Richmond for credit to the account of the Federal
Reserve Board on the books of that bank, and the Federal Reserve Bank of
Richmond shall pay its assessment by crediting the amount thereof on
its books to the Federal Reserve Board on the dates stated above."

Governor Black reported that, at the invitation of the Under

seeretaznor of the Treasury, representatives of all the Federal reserve banks

et 1,
-- Washiron yesterday and discussed the general question of procedure

toil
°wed at the present time in handling subscriptions to Government

aeeltr. .
ltlee; that he attended the afternoon session of the conference; and

that
while no decisions were reached, it was understood that the repre-

414t"es of the various Federal reserve banks would submit in writing
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their recommendations as to changes in the procedure.

Governor Mack also stated that yesterday he discussed the Michigan

-Lug situation with Mr. Talley of the Reconstruction Finance Corporation,

17/1° has now gone to Chicago to consider that situation with the officials

°r the Federal Reserve Bank of Chicago, following which he plans to visit

netroit, Battle Creek, and possibly other points in Michigan where acute

bayib.4
--"-ne problems are presented.

Governor Black also advised that Mr. Williams, Federal Reserve

'agent at the Federal Reserve Bank of Cleveland, while in Washington on

IlrecilleadaY and Thursday of this week, discussed with him the banking situa-

ticvn ta the Fourth Federal Reserve District. He stated that Mr. uilliams

reels the situation in Cleveland is improving, and that the most distressed

11°1" in the district is Akron, Ohio. Governor Black added that he pro-

klaed to discuss the Akron situation with the directors of the Reconstruc-

tion Finance Corporation.

The Governor also informed the members of the Board that Mr. I.

Counsel for the Detroit branch of the Federal Reserve Bank of Chicago,

1184
'flatted Under Secretary of the Treasury Acheson yesterday and discussed

With him the banking situation in Detroit; Mr. Levin having advised Mr.

ehe3on that it is felt that it would be desirable for the Secretary of

the ql.—
"-vdasury to take up with the Reconstruction Finance Corporation the

litic)/a, as to what can be done to relieve that situation, and that it would

e1Pful if the Secretary were to make a trip to Detroit and discuss the

Drobl
4-e111 with the bankers there.

Governor Black further reported that Governor Harrison of the Federal

ae

I've Bank of New York, returning from London, will arrive in New York
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tcclaY where he will discuss with the Secretary of the Treasury the

eelleral question of stabilization, and that he will be in Washington

tomorrow morning.

Governor Black then stated that he had given consideration to the

510

re-the-work plans in effect at certain of the Federal reserve banks

611°4 had discussed the matter informally with some of the members of the

I2°ard, following which he had submitted the matter to Mr. Tames as Chairman

(3t the Committee on Salaries and Expenditures.

?Tr. Tames stated that he felt that, in view of recent increases

Prices and the efforts which are being made toward higher wages, and

in view of the increased activities at the Federal reserve banks

l'esultiag from recent legislation, it would be advisable for the Federal

Re3erve Board to indicate to the Federal reserve banks that its attitude

1111d be favorable toward the discontinuance of the share-the-wor:: plans

44(1 the wage reductions which have been in effect at the banks, and pre-

for the BoardTs consideration, a resolution prepared with this

th°ught in mind.

A general discussion ensued, at the con-

clusion of which the resolution presented by

Mr. Tames was amended and adopted in the follow-

ing form:

"VBEREAS, certain Federal reserve banks have heretofore

roade general or flat-rate reductions in the salaries of their

orricers and employees, some in connection with share-the-work

Plans and others independently of such plans;

"WHEREAS, nation-wide efforts are now being made to en-

courage industrial and business interests to raise salaries and

Wages in order to increase the purchasing power of the people

arid thereby to promote business recovery, a movement in this

direction is already under way, and it would be well for the

Federal reserve banks to participate in this movement;
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"WHEREAS, all of the Federal reserve banks are operating

at a profit, most of them having already realized sufficient net

earnings to pay their dividends for the first six months of 1933,

and the aggregate net earnings of the twelve banks are far in

excess of their aggregate dividend requirements;

"WHEREAS, the Banking Act of 1933 amends Section 7 of the

Federal Reserve Act so as to relieve the Federal reserve banks of

the necessity of paying any franchise tax to the Government, thus

eliminating any financial interest of the Government in their

earnings;

"WHEREAS, the increased duties devolving upon the Federal

reserve banks under legislation enacted during 1933, together with

the improvement in business conditions, are resulting in a sub-

stantial increase in the volume of their work, thereby eliminating

the necessity of reducing the number of employees at the various

Federal reserve banks, including those where additional employees

were taken on in carrying out the share-the-work plans in effect

at those banks;

"WHEREAS, it appears that the cost of living is advancing;

"NOW, THEREFORE, BE IT RESOLVED,  That there appears to be

ne occasion for continuing in effect the emergency reductions in

salaries of the officers and employees of the Federal reserve banks;

"BE IT FURTHER RESOLVED, That it is the sense of the Federal

Reserve Board that the Board of Directors of each Federal reserve

bank should give prompt consideration to terminating the emergency

reductions in the salaries of their officers and employees, effective

3.111Y 1, 1933, or as soon thereafter as it is practicable to do so;

"BE IT FURTHER RESOLVED, That the Board's Secretary be hereby

instructed to transnit a copy of this resolution to the Chairman of

the Board of Directors of each Federal reserve bank and request him

to bring it to the attention of the Board of Directors at its next

Meetiug.”

Governor Black stated that Mr. Case, Federal Reserve Agent at the

4cielial Reserve Bank of New York, had called him on the telephone, advising

that hie physician had advised him to take a rest and that he would like

to la ve at the end of this month on a rest trip to Europe which would

l'ecIllire six weeks time, or two weeks longer than the usu
al vacation period.

Ic3"11:lor Black also stated that Mr. Case had advised that the
 trip would

be
e with the understanding that it was entirely personal and that he

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



512

6/23/33 -25-rf

111°41d not be representing the Federal Reserve Bark of New York or the

-Lai- Reserve Board in any way. During the ensuing discussion reference

/743 made to the extended leave of absence granted Mr. Case during his

414838 in 1931 and early in 1932. Mr. Hamlin, as Chairman of the Committee

°4 District No. 2, stated that he felt that before the termination of Mr.

48° present designation as Chairman and Federal Reserve Agent at the

l'ederall Reserve Bank of New York, the committee should look into the

q4estion of Mr. Case's physical condition, and, with that in mind, Yr.

414144nmoved that the Board interpose no objection to Mr. Case being absent

*cmIthe bank during a period of two weeks in addition to the regular

'0,04tio1J period.

Carried.

Reports of Standing Committee dated Tune 20, 21, and 22, 1933,

l'eecftending approval of the following changes in stock at Federal reserve

A 14
Ils4-Leatio for ORIGINAL Stock:

rtZ)4a1 Bank of Commerce of Portland, Maine.
-'41on National Bank, Brandon, Vermont.

4-est 
National Psnk, Conway, Arkansas.

A .14
bi 44-eations for SURRENDER of Stock: 
6'n8tfict No

"'r National Bank, Turners Falls Kass.
(Decrease in capital)

let No, 5,
& Mechanics National Bank, -alstminster, Md.

(Reduction in surplus)

rict No. 6*
zens National Bank in Marietta, Ga. (V.L.Abs. by

First National Bank of Marietta, Ga.)

Shares

300
36 336

3434
Total 370

30 30

60 60

66 66

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



(V.L.Suc,

Approved,

Shares 

36

21

75
102 
Total

Thereupon the meeting adjourned.

21

177
390

Secretary.
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District No. 7*
First National Bank, Toledo, Illinois.

by First Nationsl Bank in Toledo,

District No. 11*
The First National Bank in Valley Mills, Texas*

(V.L.Suc. by First National Bank in Valley
Mills, Texas)

bistrict No. 12*
13e'llard First National Bank, Seattle, Wash.

CV.L.Abs. by First National Bank of Seattle,
Washington)

L 'il] sburg Bank, Kingsburg, Calif. (Insolvent)

SURRENDER of Stock: (Cont'd) 

d:
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