
A meeting of the Federal Reserve hoard was held in liashington

on 
Ihednesday, September 13, 1933, at 12:10 p.m.

PRESENT: Er. Black, Governor
Mr. Hamlin
Mr. Miller
Mr. James
Er. Thomas
Mr. Szymczak

ALSO PRESENT:

Nr. Morrill, Secretary
Er. Carpenter, Assistant Secretary
Er. Eethea, Assistant Secretary
Er. Martin, Assistant to the Governor
Mr. "Vryatt, General Counsel

Mr. W. L. Hemingway, President of the
Mercantile-Connerce Bank and Trust Company,
St. Louis, Missouri.

Governor Black stated that Liz. Hemingway had expressed a desire

to be heard by the Board in regard to the ownership by the Mercantile-

kmmer ce Bank and Trust Company of the stock of the Mercantile-Commerce

ilati°nal Bank, both of St. Louis, Missouri, with respect to which on

julY 11 and 27, 1933, the Board had advised the Federal Reserve Agent at

St' Lcuis that the trust company should begin immediately the considera-

ti°11 cf steps by which it will dispose of all the stock of the national

b411k now held by it, in such a manner that it will retain no interest

there 
and that such disposition should be accomplished completely not

leiter 4u_
'4J-boa December 15, 1933. Governor Black then requested Er. Hemingway

Present the bank's position in the natter and to make such statement

" he desired in that connection.

Hemingway said that he thought he could explain the bank's

13ositicn more concisely by reading a statement which he had prepared in
advez

ce, and requested permission to do so. The Board consented and Mr.

to
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lieillingway read his prepared statement, as follows:

"Mien the National Bank of Commerce in St. Louis and Mercantile
Trust Company were consolidated it was agreed that the consolidated
company should acquire as much of the stock of the National Bank of
Commerce as could be had. In pursuance of this all of the stock is
now owned by the Mercantile Canauerce BATI1- and Trust Company. The
right to own this stock is authorized by the lams of Missouri goy.-
erning trust companies.

"The National Bank of Commerce 'was operating as a national bank
when the Federal Reserve Act was passed and automatically became a
member, purchasing the required amount of stock. Its capital and
surplus were reduced at the time of consolidation to $350,000 and
05,000 respectively, being the same today and its holding of stock
in the Federal reserve bank was correspondingly reduced. The Mer-
cantile Trust Company was I think the very first nonmember to join
the system. At the time of consolidation it mas decided for some
reason to surrender the stock of the Mercantile Trust Co. and apply
for membership for the consolidated company and thereby hangs this
tale. When this application was made a copy of the consolidation
agree 'was mas filed with the Federal reserve authorities and they
became aware of the plan for the acquisition of all of the stock of
the National Bank of Commerce or as much as could be gotten, not less
than 81%. The agreement of consolidation also stated that it was
contemplated to keep the National Bank of Commerce until its trusts
were terminated or turned over to the consolidated company. At that
time there was no thought of putting the bank into an active bnrild_ng
business. Before admitting the consolidated bank to membership this
Board imposed the usual conditions required of nonmembers, number
three of which says that the applicant shall not acquire stock in
any bank without first applying for and receiving the consent of
this board. This condition could not apply to the present case be-
cause one of the provisions of the consolidation agreement was the
acquisition of the stock. The board knew this and agreed to it by
admitting the applicant. About a year later it was suggested that
it would be profitable to have a bank in the midtown section because
the two banks in the section of Grand & Olive were in difficulties
and the public wanted a good bark there. The two banks afterwards
failed. So we applied to our counsel for opinion and were advised
that if the Comptroller of the Currency approved we could change the
name of the bank, to avoid confusion in the minds of the public, and
Could 1110V0 the bank and set it up in active business. As has been
stated here by Er. Lonsdale, then president of the consolidated com-
PanY, he asked the Comptroller, Lir. Pole and the Governor of the
Federal Reserve Board, Er. Young, and was told that there was no ob-
jection. So the name of the bank was changed to the Mercantile Com-
merce National Bank and it opened for a neighborhood banking business
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"on August 1, 1930. It now has 2748 checking accounts totaling
y1,990,000 and 3025 savings accounts totaling ;;600,000. It also
has , 200,000 postal savings funds and c700,000 U. S. Government
balances. It has a circulation of350,000. Almost a year after
the opening of the bank at the new location this board notified
the consolidated company that the conditions of membership had
been violated and asked the president to appear before it. He did
so twice - in June and August of 1931. The board then stated that
it mould not require the disposition of the stock at that time but
would defer action until such time as the board might see fit. Re-
cently notice has been given us to get rid of the stock in toto by
December 15, 1933. Our counsel advise us that the board is not
uithin its legal rights in making this demand but I am not here to
discuss that feature of it. I am here to ask for a postponement -
on the grounds: First, that the Mercantile Commerce National Bank
le a good solvent bank serving a public need - that its closing
will be a hardship on many of its customers; second that its liquida-
tIon means letting out of employment 24 people receiving total
salaries of ,34,000 per annum. The parent bank is now overmanned
and me cannot take them on. Third, there is soon to be a special
session of the legislature and included in the call will be a revi-
sion of the state banking laws to conform with the Banking Act of
1933. From this may come the power to have branches within the
limits of St. Louis. As I understand your rules under such circum-
stances there mould be no objection to the establishment of branches
by Ile and we could then take over the banking business of the Mer-
cantile Commerce National Bank. Fourth, There is much talk to the
effect that the next Congress will write a nevrbank act or amend the
present law. Out of this may come permission to continue to min the
Lercantile Comnerce National Bank or to establish a branch there.
And lastly, If we are required to liquidate the Mercantile Commerce
National Bank the public will wonder what is the reason and will be
sceptical of anything we say. They may think it is due to trouble
at the parent bank. We have had one run this year when our lobbies
Were crowded with people for three days and we mould hate to see
another. So it seams to us that no one can be hurt by continuing

Me are for a while and certainly there are possibilities of in-
jury to M.911-y if we are required to close the Mercantile Commerce Na-
tional Bank."

Thereupon Mr. Hemingway withdrevrfram the meeting and the Board

di&Icussed the matter at length. Mr. Janes alluded to the remarks of Lir.

lielniillgwaY indicating that former Governor Young of the Federal Reserve

13°81'd and Er. Pole, formerly Comptroller of the Currency, had acquiesced
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in the holding of the stock of the national bank by the /lercantile-

Commerce Bank and Trust Company. Er. Janes stated that Governor Young

had told him very definitely that he had not approved the holding of

the stock of the national bank by Er. Hemingway's institution and that,

in anY event, regardless of the bank's representations, it seemed clear

that there was no legal responsibility upon the Board in that connec-

tion.

matter,

Er. Hamlin stated that, in view of the practical aspects of the

he would be inclined to favor granting the bank a further ex-

tension of time in which to comply with the Board's requirements. He,

therefore 
moved that the bank be granted an extension of time for a

Period of
six months from September 15, 1933, in which to dispose of the

stock of the national bank.

The motion was put to a vote and lost, Messrs.
qamlin and Thomas voting in the affirmative.

After further general discussion, Er. James
moved that the Board stand on its decision of July
11, 1933, requiring the Lercantile-Commerce Bank
and Trust Company of St. Louis to dispose of the
stock of the national bank not later than December
15, 1933. The motion was put to a vote and carried,
Messrs. Hamlin and Thomas voting in the negative.
In this connection, it was understood that Governor
Black would advise Er. Hemingway informally regarding
the action taken by the Board.

1118 Hamlin suggested that the Board consider the question which
had 1,ueen presented whether a State member bank of the Federal Reserve

SYstela 1c3cated in the State of Ohio nay establish and operate a branch

°11t8ide of the limits of the city, town or village in which it is situated.
sa.
ld that the matter had been discussed informally on a number of
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previous occasions and that,

-5-

in his opinion, it was advisable, if pos-

sible, to dispose of the natter at this time.

Er. ':iyatt reported that lir. Vest, Assistant Counsel, had pre-

Pared an opinion, in which he concurred, to the effect "that a State

Member bank located in Ohio, * * * * may lawfully establish and operate

4 branch outside of the limits of the city, town or village in which it

is situated, subject to the restrictions as to the location contained in

the Ohio statute". LI... Wyatt stated that, in view of the wording of the

/3anking Act of 1933, the question was not free from doubt, and that the

cc/11r." might decide either way, but that, in his opinion, the State stat-

ute should be construed from the standpoint of its substance, rather

than the mere form of statement.

1Zr. Thomas stated that he felt strongly that the State statute
Should be interpreted strictly in view of the manifestly careful word-

of section 5155 of the Revised Statutes,

Act of 1933, which authorizes national banks

branches under certain

lishInent and operation

Statute law of the State

as amended by the Banking

to establish and operate

conditions if, among other things, "such estab-

are at the time authorized to State banks by the

in question by language specifically granting

3uell authority affirmatively and not merely by implication or recognition
* * * *

*
• he referred to the fact that the part of the Ohio statute

Ithich is pertinent to this question reads as follows: "No branch bark

1111-11 be established until the consent and the approval of the superin-
teride

of banks has been first obtained, and no bank shall establish a
brancl

ue-Ilk in any place other than that designated in its articles of

4 morak,ion, * * * * * ".
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It was pointed out that the Comptroller of the Currency has

already taken the position that a national bank in Ohio may establish

a branch outside of the limits of the city, town or village in which

it is situated, that one or more national banks had acted on that inter-

Pretation, that it was understood that certain State member banks desired

to do so, and that from a practical standpoint any other interpretation

Placed upon the Ohio statute by the Board might prove embarrassing both

to the Conptroller's office and the banks concerned.

After full discussion in which all members
of the Board present participated, Ia.. Liner
moved that the Board concur in Llr. Vest's opinion.
The motion was put to a vote and carried, Llessrs.
James and Thomas voting in the negative. In this
connection, the Board authorized the Secretary to
send the following letter which had been held in
abeyance pending a decision by the Board with re-
spect to the proper interpretation of the Ohio
statute with the understanding that a copy thereof
would be transmitted to the Federal Reserve Agent
at Cleveland and that a similar lettJr mould be
sent to Senator Bulkley in response to his letter
of June 27, 1933 on this subjects

"Reference is made to your letter of June 16, 1933, addressed to
the Board's General Counsel, in which you raised the question whether
a State member bank of the Federal Reserve System located in the
City of Cleveland, Ohio, may lawfully establish a branch in Chagrin
Ps.tlls, Ohio. I regret that it has not been possible to advise you
l'Jlth reference to this matter at an earlier date but the question
Presented involved a legal problam of some difficulty which has had
thet careful consideration of the Board's Counsel.

As you know, under the provisions of section 9 of the Federal
Reserve Act, as amended by the Biking Act of 1933, a State member
1)!L'Ilk is authorized to establish and operate branches outside of the
eltY in which it is located 'on the same terms and conditions and
subject to the same limitations and restrictions as are applicable
to the establishment of branches by national banks'; and, under the
Provisions of section 5155 of the Revised Statutes, as anended by
the Banking Act of 1933, a national bank, subject to certain pro-

restrictions and conditions, may establish a branch at any
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"point within the State in which it is located 'if such establish-
ment and operation are at the time authorized to State banks by
the statute law of the State in question by language specifically
granting such authority affirmatively and not merely by implication
or recognition, and subject to the restrictions as to location iin-
Posed by the law of the State on State banks.'

"The Board understands that the statute of the State of Ohio
contains the following provision with reference to branches of
State banks organized under the laws of that State:

'Sec. 710-73. ******** No branch bank shall be established
until the consent and the approval of the superintendent of
banks has been first obtained, and no bank shall establish a
branch bank in any place other than that designated in its

articles of incorporation, except in a city or village contigu-
ous thereto, or in other parts of the county or counties in
-which the municipality containing the main bank is located.
If such consent and approval is refused, an appeal may be

taken therefrom in the same manner as is provided in section

710-45 of the General Code.'

"After careful study of the question presented, it is the view
of the Federal Reserve Board that a State member bank, located in
the State of Ohio, may lawfully establish and operate a branch in
a city or village contiguous to the ploce designated in its articles
of Incorporation or in other parts of the county or counties in
Which the municipality containing the main bank is located, provided
that said State bank complies with all requirements of the law ap-
plicable to the establishment of out-of-tovm branches by national
banks• Among the requirements in question is that the approval of
the Comptroller of the Currency be obtained before the establishment
and operation of any such out-of-town branch. Accordingly, it is
suggested that if a State member bank located in Ohio desires to es-
tablish and operate an out-of-ton branch, it communicate its re-
quest or application for approval of the establishment of such

1.1;.: at)i.the Federal Reserve Agent of the Federal Reserve Bank of

The Federal Reserve Agent, after carefully considering
he matter and obtaining such information as may appear to be feces-
3?-rY, will transmit the request to the Federal Reserve Board, which
17111 submit it to the Comptroller of the Currency."

1Zr. Liller referred to the action taken by the Board at its

mee 
ting Yesterday in authorizing the Secretary to send tentative drafts

Of Re
gulations H-H (revised) and "R" (new) to all Federal reserve banks

fclr their recommendations and suggestions, and stated that, while he had

Pl'"i°uslY entertained some misgivings in his own mind as to whether,
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under the provisions of section BA of the Clayton Act, as amended by

the Banking Act of 1933, the Board had authority to issue permits under

that Act, he had subsequently changed his opinion as a result of further

aieoussions with Counsel and others with respect to the provisions of the

Banking Act of 1933, so that he now had no objection whatever to the

tentative drafts of the proposed regulations. Yr. Miller said that, in

the circumstances, he desired to be recorded as joining with other mem-

bers of the Board in the action taken on this matter at the meeting held

°a September 12, 1933.

The Board then considered and acted upon the following matters:

The minutes of the meetings of the Federal Reserve Board held on

August 29 and 30, 1933, were approved.

The minutes of the meetings of the Executive Committee of the

Federal Reserve Board held on September 2 and 5, 1933, were approved

and the actions recorded therein were ratified unanimously.

Memorandum dated September 11, 1933, from Mr. Morrill recommend-

inE that, effective on that date, Mrs. Olga W. Bangs, previously assigned
to the office of the Governor of the Board, be transferred from that of-

fice to the Division of Examinations as Secretary to Mr. Leonard, Federal

Reserve 
Examiner.

Approved.

Reply on September 12, 1933, approved by six members of the Board,
to .

letter dated September 6 from Mr. McClure, Federal Reserve Agent at

Xanes.
8 Lit, with regard to indebtedness of members of his staff and out-

eide b,.
—4-nees affiliations of officers and employees of the Federal
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Reserve Bank Bank of Kansas City. The reply noted that the indebtedness of

I4r. J. C. Clark, Jr., to a member bnnk will be paid entirely by Septem-

ber 20, that Kr. James R. Taylor, at the first favorable opportunity,

vill transfer his indebtedness to the Commercial National Bank of Kansas

CitY to a nonmember bank, that Messrs. Phillips, Sherman, Campbell and

Idcore have resigned or will resign the official positions held by them

With outside business concerns, although Li-. Campbell states that he

l‘l uld prefer to delay his resignation as director and treasurer of the

J°Plin Machinery and Electric Company until the next meeting of the

bclard of directors in January, 1934; and stated that, unless there is

se" conpelling reason why jr.L Campbell's resignation should be withheld

that time, the Board feels that it should be tendered by him

131.°413t1Y. The reply also stated that careful consideration has been

1-11-erl by the Board to Governor Hamilton's letter to Mr. McClure under

date Of August 21, 1933, with regard to his service as a director of the

Kansas Gas and Electric Company of IVichita, Kansas; that the Board feels,

hcjwelier, that the affiliation is clearly within the scope of the letter

Of April 29, 1933 (X-7425); and that Governor Hamilton should give con-

sideration to
the advisability of terminating the connection as soon as

P"sible, advising the Board of his decision in the matter.

Approved.

Reply on September 12, 1933, approved by six members of the Board,
toa letter dated August 11 from Governor Seay of the Federal Reserve

13abilk Of Richmond requesting that the Board reconsider the application of
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the Dank of haleigh, Beckley, West Virginia, for membership in the Fed-

eral eserve System, which application, as .1r. Hoxton, Federal Reserve

Agent at Richmond, was advised under date of August 5, 1933, the Board

did not feel warranted in approving at that time. The reply stated

that, after careful consideration of the application, the supplementary

data, Governor beay's letter of August 11, 1933, and the accompanying

memorandum prepared by Er. Fry, the Board still feels that the criticized

conditions in the bank should be corrected before admission to the System;

and that the Board's experience indicates that it js sound policy to de-

fer action in such a case as this until the management has corrected the

uns
atisfactory conditions rather than to approve the application subject

to requirements, compliance with which seems improbable of accomplishment

within the period of thirty days usually granted. The reply also stated

that, in the event that a correction of, or a substantial improvement in,
the criticized features of the ber17's condition is effected, the Board,
Upon 

favorable recommendation of the Federal reserve agent and the exe-

tiv'e c°112-flittee, 1,6.11 be glad to consider a new application after a

complete examination of the bank.

Approved.

Letter dated September 12, 1933, to Er. M. Barber, Second Vice
President of The Chase rational Bank of the City of hew York, New York,

aPPreved by six members of the Board, stating that the Board has re-

the application of the Chase National Lank for leave to establish
a brajoe_It in the City of San JuPr, Puerto Rico, and that Yr. Barber will
be 4d,4

v'sed as soon as the Board has taken action thereon. The letter
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stated also that the Board has not been furnished with any evidence

that the making of the application has been authorized by the board of

directors of the bank, and that it will be appreciated if Lir. Barber

Vill forward to the Board a certified copy of a resolution of the bank's

b°ard of directors authorizing or ratifying the filing of such applica-

tion and the execution thereof by Mr. Charles S. McCain, Chairman of

the board of directors of the bank.

meetilic

Approved, together with letters dated September
12, 1933, also approved by six members of the Board,
to the Comptroller of the Currency and the Secretary
of War, respectively, inclosing for the information
of each a copy of the application referred to above,
and stating that the Board would appreciate receiving
an expression of their views on the question whether
it would be in the public interest to permit The Chase
National Bank to establish a branch in the City of San
Juan, Puerto Rico; and to Mr. Case, Federal Reserve
Agent at New York, inclosing a copy of the bank's ap-
plication and requesting that he investigate the de-
sirability of the establishment of the branch and give
the Board an expression of his views thereon, together
with his recommendation as to the action which should
be taken on the application and the reasons therefor.

Mr. lei-rill referred to the action taken by the Board at its

Yesterday in extending until September 26, 1933, the time within

which 
reports of affiliates of member banks may be filed pursuant to the

Provisions of the Banking Act of 1933, and stated that the Comptroller

of the Currency did not mention at the meeting yesterday that he had ad-

a. letter to the Board under date of September 12, 1933, inclosing
a.

Pr'°Posed press release with respect to the extension of time for filing

liel3c)rte of affiliates of national banks and a modification of the re-

cillirements as to the kind of report to be submitted. Mr. Morrill reed
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the letter from the Comptroller and its inclosure, which were received

by him following the meeting yesterday. The inclosure stated the rea-

sons for extending the time for filing reports of affiliates of national

b844 and that the Comptroller of the Currency and the Federal Reserve

4erd will not require affiliate reports where the affiliate relation-

arises through a holding of stock or other control by a bank

raerely in a fiduciary or representative capacity subject to control

either by a court in the case of court trusts or by a beneficiary or

Principal in other cases, it being considered that the ownership or con-

1l such instances is not the type of ownership or control contem-

Plated by the Banking Act of 1933, inasmuch as control cannot under such

conditions be exercised by the bank in its own interest; that affiliates

Ile to which reports of all assets and liabilities will be required are

thcee engaged in the issue, flotation, underwriting, public sale, or

di

f

stribution at wholesale or retail, or through syndicate participation

st0eks, bonds, debentures, notes or other securities, those engaged

-king loans secured by stock or bond collateral to others than their

0174 subsidiaries, and those holding or dealing in real estate or real

estate mortgages for the benefit of the bank; and that, for the purposes

r the first report, the Board and the Comptroller of the Currency will

equirs affiliates not within the foregoing classification to submit and

141blieh reports showing only the nature and the extent of the affiliate

whether by stock control, dual directorship, or in any

ether manner as set forth in section 2 of the Banking Act of 1933, and

the 84111°11nt of indebtedness, if any, of the affiliate to the bank, and of
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the bank to the affiliate. Mr. Morrill stated that members of the

Board's staff met this morning with Mr. Await, Deputy Comptroller of

the Currency, and Yr. McGrath, Assistant Counsel in the Insolvent Na-

tional Bank Division of the Comptroller's office, for the purpose of

discussing the proposed press release, and that it had been decided that,

in view of the possibility of numerous questions arising as to what

institutions would be required to submit detailed statements of assets

and liabilities, the proposed press release should be modified so as to

Provide that, for the purposes of the first report, which was called

fcr ae of Juno 30, 1933, the Comptroller of the Currency and the Board

Irli1 not require national bnnks and State member banks to obtain and

PlIblish the detailed statements of assets and liabilities of their af-

filiates and holding company affiliates, but such banks must furnish and

Publish a report of each such affiliate containing all other information

called for in the forms which have been furnished to such banks; and

that affiliate reports will not be required where the affiliate relation-

hip arises through a holding of stock by a bank merely as executor or
in sone other fiduciary or representative capacity subject to control by

a e°1-1rt or by a beneficiary or principal, it being considered that the

"tter4hip or control in such instances is not the type of ownership or

control contemplated by the Banking Act of 1933, inasmuch as the bank
does not have the incentive and opportunities which might arise in the
case of a. holding of the stock by the bank as its own property.

ill stated that Messrs. Await and McGrath concurred in these changes.
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After discussion, the Board concurred in
the action proposed to be taken by the Comptrollor
of the Currency with respect to State member banks,
and approved the proposed press release, subject to
the modifications discussed by 1.1r. Merrill, which
he stated would be submitted to the Comptroller for
approval before being given out.

Reports of Standing Committee dated September 13, 1933, recom-

4dille approval of the following changes in stock at Federal reserve

blinks:

zi.:Plaieationi for ORIGIEAL Stock. SharesDi itri c 4-..-- — 
------- 

------
teves 
No .

-51771rational Bank, Cleves, Ohio

No. 5.
.."114/13:11\r----77—ional Bank, Washington, D. _ D_ C.

District_lia,LJILFirst National -hank at Bessemer, Alabama

Approved.

Thereupon the meeting adjourned.

36 36

750 750

66 66
Total 852
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