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Wednesd

held

the

A meeting of the Federal Reserve Board

aY, February 7, 1934, at 11:00 a.n.

Mr. Black, Governor
Ur. Hamlin
Er. Miller
NT. Thomas
Yr. Szymczak

was held in 1ashington on

Er. Ijorrill, Secretary
Carpenter, Jtssistant Secretary

Mr. Bethea, Assistant Secretary
Yr. Martin, Assistant to the Governor
Yr. Smead, Chief of the Division of

Bank Operations
Er. Goldenweiser, Director of the Division

of -:-Zesearch and Statistics
Mr. Vest, Assistant Counsel

The minutes of the special meetins of the Federal Reserve Board

on December 15, 20, 21, 22, and 29, 1933, and January 17, 1934, and

sPeeial mi-etin . of the Federal Reserve Board with Governors of Fed-
era]. r

eserve banks held on December 22, 1933, were approved.

The minutes of the meetilvs of the Federal Reserve 3oard held on

41allary 27 and 30, 1934, were approved.

The Board then considered and acted upon the following matters:

Telegram dated February 7, 1934, fram 1.1r. Austin, Chairman of
the ,

4'ederal Reserve Bank of Philadelphia, advising that, at a meeting
er 

the board of directors today, no change was made in the bank's exist-

the

eheaule of rates of discount and purchase.

,:ithout objection, noted with approval.

'-emorandum dated February 3, 1934, from Paulger, Chief of

Division of Examinations,

L* 411e.)11s-tue and his designation as an assistant Federal reserve examiner,

arY at the rate of •,3,900 per annum, effective as of the date

Ilith sal

recommending the appointment of Mr. Godfrey
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41)0a Which he enters upon the performance of his duties.

Lr. Augustus was appointed an examiner for
all purposes of the Federal P,eserve Act, as
amended, and of all other acts of Congress per-
tainin3. to examinations made by, for, or under
the direction of the Federal Reserve Board, and
was desinated an assistant Federal reserve
examiner, with salary at the rate of , 3,900 per
annum, all effective as of the date upon which
he enters upon the performance of his duties.

Telegram to :Ir. Stevens, Federal eserve Agent at the Federal

klel've Bank of Chicago, reading as follows:

"'Your letter February first. Board approves appointment
J-ohn P. Burnham as Assistant Examiner in Federal Reserve Agent's
dePartment your bank at salary rate of 4,800 per annum effective
upon assuming duties. Please advise effective date."

Approved.

Telegram to lir. Stevens, Federal Reserve Agent at the Federal

ieaerve 3ank of Chicago, reading as follows:

"Your letter February second. Board approves appointment
A P. Taylor as Assistant Examiner in Federal Reserve Agent's
'llePartment your bank at salary rate of :,21,300 per annum effective

13°4 4s5urains* duties. Please advise effective date."

Approved.

Letter dated February 6, 1934, approved by five members of the

13° to the board of directors of the "Blue Earth State Bank", Blue
krt 

4 
,„ 
' '.,Innesota, stating that the Board approves the bank's applica-

of stoc k in the Federal Reserve Bank of nnneaDolis.

Approved.

Letter dated February 6, 1934, approved by five members of the

,-
"x. O'Connor, Camptroller of the Currency, reading as follows:

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



460

2/7/34 -3-

"There is transmitted herewith for your consideration an
application of the Citizens State Pvink of :sheboygan, Viisconsin,
t°1' permission to ,perate branches at Cedar Grove and Sheboygan

Falls, Wisconsin, which towns are located in the same county as
th° applicant bank and do not have other banking facilities.

"The branch at Cedar Grove was established on April 6, 1933,
at the time the applicant bank took over the Cedar Grove State

and the branch at Sheboygan Falls was established on or
a.bout October 30, 1933. It is understood that under the laws of
isconsin the functions of these branches are limited to receiv-
'11g deposits and paying out funds. Both branches were established
with the approval of the Banking Commission for the State of iis-
e031sin, and the Federal Reserve Agent at Chicago recommends ap-
Proval of the operation of such branches.

"The attached file contains a copy of the last report of
"xamination of the applicalt bank as of October 30, 1933.
, "In view of the apparent satisfactory condition of the ap-
P)icant bank, and inasmuch as the operation of the branches has
1

2611 approved by the Federal Reserve ,igent and the Banking Cam-
'11-ssien for the state of wisconsin, the Federal Reserve Board recam-

11?nds that you grant your approval of the establishment and opera-by the Citizens 5tate Bank of Sheboygan, ':Iisconsin, of branches
:4 Cedar Grove and Sheboygan Falls, A.sconsin, subject to the
401lowing condition:
1- Such bank, not later than thirty days after the date of

the approval by the Comptroller of the Currency of the

establishment and operation of the branches at Cedar
Grove and Sheboygan Falls, if it has not already done

80, shall charge off or otherwise eliminate losses on
loans of :'69,874 and depreciation on securities other
than those in the four highest grades as classified by
a recognized investment service organization regularly
engaged in the business of rating or grading securities,
vs]mountin,-, to ,103,463, all as shown in the report of
examination made by an examiner for the Federal geserve
Bank of Chicago as of October 30, 1933.

taatte:Te Board will aipreciate early advice of your decision in the

Approved.

Letter dated February 6, 1934, approved by five members of the

13(411'cif to the ,
'Security National Bank of'K,ansas City", Kansas City, Kansas,

l'ecline: as follows:

,,4.s
„,_ 

e "Reference is made to your application 
for permission to exer-fid,

Pedsral 'R4ce3s-ealrL 
powers under the provisions of Section 11 (k) of the

Act.
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"The Federal ieserve Board has considered the application and
authorizes your bank to act, when not in contravention of State or
local law, as trustee, executor, administrator, registrar of stock
ahd bonds, guardian of estates, assignee, receiver, coliguittee of
estates of lunatics, or in any other fiduciary capacity in which
State banks, trust companies or other corporations which come into
competition with national banks are permitted to act under the laws
Of the State of Kansas, only in the specific trusts in which The
Peoples National Bank of :ansas City, Kansas, had been appointed and
was actin;:, on the date the Security National Bank of Kansas City was
authorized by the Comptroller of the Currency to commence business,the 

exercise of all such rights to be subject to the provisions of
the Federal Reserve .;,ct and the regulations of the Federal reserve

_ction has been deferred upon your application for full
powers until your institution has been in operation at

east Iix months and a report of examination made subsequent to the
expiration of that period has been received.

"The Board feels that your bank should not take over any trusts
rrau the Peoples National Bank the execution of which might react
favorably upon your bank, particularly the collateraled trust of

.'he Peoples Investment Company which has been repeatedly criticized
elr the national bank examiner and is considered an undesirable trust

Your institution. The Board further feels that you should care-
1411Y scrutinize the condition of any of the trusts now held by the„z ,
'-')Ples National Bank which may be tendered you and that you should

11°t accept any such trusts which through their assumption may be
ue
trtmental to your institution."

Approved.

Letter to Lr. O'Connor, Comptroller of the Currency, reading as
1'0110,48

80 "In accordance with your recaamendation, the Federal Reserve
,,a116. approves a reduction in the common capital stock of the
r'''°Itcn National Bank of Bolton Landing', Bolton Landing, New York,

50,000 to :25,000, pursuant to a plan which provides that the
17(11,1k's capital shall be increased by the sale at par of :;,50,000 par
,!:1-11e preferred stock, of which ::25,000 Class 'A' stock is to be

to the Reconstruction Finance Corporation and 25,000 Class
t.u1 stock is to be sold locally, and which provides also that the
sr's bills payable shall be liquidated from the proceeds of the
ref cf the preferred stock and that the funds released by the
bao':111,ction in caamon capital stock, together with funds from the

ai-18 surplus and undivided profits, shall be used to eliminate
ail-Least :43,000 of substandard assets and securities depreciation,

" set forth in your memorandum of January 27, 1934.

en,, "Ill considering the plan under which the reduction in common

v- 'tal stock is to be effected it was noted that no provision was
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"made for the elimination of depreciation in securities aggregatiir,
aPProximately ..;27,466, which if considered as a loss, is sufficient
to eliminate the common capital stock and to impair the Class
Preferred stock to the extent of approximately 32,000. There will
also remain in the bank 6,496 of doubtful and $68,161 of slow
assets. It is assumed, however, that you have these conditions in
1111nd and that whenever it becomes feasible to do so you will obtain
such further corrections as may be practicable."

Approved.

Letter to Mr. O'Connor, Comptroller of the Currency, reading as
follows:

13,oard 
"In accordance with your recommendation, the Federal Reserve
approves a reduction in the common cplital stock of 'The

lational Union Bank of Kinderhook', Kinderhook, New York, from
200,000 to :3100,000, pursuant to a plan which provides that the
bank's capital shall be increased by the sale at par of :50,000 par
Value preferred stock to the Reconstruction Finance Corporation,
!uld that the funds released by the reduction in common capital,
together with a portion of the bank's surplus and undivided profits,
shall be used to eliminate doubtful assets and to reduce the book

lue of investment securities to market value, all as set forth
In Your memorandum of January 27, 1934."

Approved.

Letter dated February 6, 1934, approved by five members of the

13°arcl) t° jir. O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation, the Federal ReserveBoarA
approves a reduction in the common capital stock of 'The

rmers National Bank of Claysville', Claysville, 1_-'ennsylvania,
..)50,000 to :25,000, pursuant to a plan which provides that

17 bank's capital shall be increased by the sale at par of . 25,000
! value preferred stock to the Reconstruction Finance Corporation,
31,iiu that the funds released by the reduction in common capital stock

Jail be used to eliminate doubtful assets and securities deprecia-
,::° in the amount of approximately 022,000 and to aluient the bank's

171vided profits account and which also provides that the funds,.t.roduce d through the sale of preferred stock shall be used to
tlqUida te any bills payable now owing by the bank, all as set forth

J Ur memorandum of January 27, 1934."

Approved.

Letter 
dated February 6, 1934, approved by five members of the
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Board) to iii. O'Connor, Comptroller of the Currency, readinc as follows:

"In accordance with your recommendation, the Federal Reserve
E°ard approves a reduction in the common capital stock of 'The
First National Bank of Geneseo', Geneseo, Illinois, from 200,000
to .,:100 ,000, pursuant to a plan which provides that the bank's
capital shall be increased by the sale at par of ,J00,000 par
Value preferred stock to the Reconstruction Finance Corporation,
and that the funds released by the reduction in corrmion capital
stock shall be used to eliminate unsatisfactory assets, all as
set forth in your memorandum of January 29, 1934."

Approved.

Leti;er dated February 6, 1934, approved by four members of the

Itr(1) to Mr. O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation, :the Federal :::eserve
Board approves a reduction in the common capital stock of 'The
Second National Bank of :Ieloitt, Beloit, Wisconsin, from 2,50,000to , 35,000, pursuant to a plan which provides that the bank's
capital shall be increased by the sale at Dar of 65,000 par value
Preferred stock to the Reconstruction Finance Corporation, and
that the funds released by the reduction in common capital stock,
t°Eether with a portion of the bank's surplus and undivided profits,
shall be used to eliminate substandard assets and securities de-
Preciation in the amount of approximately „y67,000; and, further,
that two parcels of 'other real estate owned' which have been car-
!led beyond the statutory period of five years, shall be eliminated
from the bank's assets by the sale locally for cash in the amount
Of aPProximately 46,000, all as set forth in your memorandum of
January 20, 1934."

Approved.

Letter dated February 6, 1934, approved by five members of the

)41'cl' to 1.r. O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation, the Federal Tieserve
Boardp aPproves a reduction in the common capital stock of 'The
lret National Bank of limarillot, Amarillo, Texas, from ::300,000to 

'4:150,000, pursuant to a plan which provides that the bank's
capital shall be increased by the sale at par of 450,000 par
:ue Preferred stock to the Reconstruction Finance Corporation,
sl.,a that the funds released by the reduction in common capital
"all be used to eliminate substandard assets and securities de-

131"eciation, all as set forth in your letter of January 26, 1934."

Approved.
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Letter to L. O'Connor, Comptroller of the Currency, reading

as 
follows:

"Receipt is acknowledged of your letter of January 31, 1934,
-- regard to a reduction in common capital stock of The First
National Bank of Fontana, l'ontana, California, which the Board
aPproved December 29, 1933.

"In view of the information in your letter and in the letter
from Examiner Price of January 26, 1934 addressed to you, trans-
mitted therewith, the Board ands its letter approving the re-
duction in common capital stock to provide that the released
capital funds, together with such portion of the bank's surplus,
undivided profits and/or reserves as your office may designate,
shall be used to eliminate substandard assets and securities
depreciat ion."

Approved.

-equorandum dated January 24, 1934, from 1:r. Slimed, Chief of

te
Division of Bank Operations, recommending that, for the reasons

8t"ed in the memorandum, the Amalgamated Trust and Savings Bank_ of

ellieso be not renuired to submit and publish a report of condition,

as 
°f June 30, 1933, of its affiliate, the Chicago Joint Board,

ADIS1.0.
,amated Clothing orkers.

Lpproved.

-lePly to the followin: letter dated l'ebruary 1, 1934, from

Deputy ;:lovernor of the Federal Reserve Bank of New York:

"For the information of the Board we take pleasure in en-

21°sin3' herewith copy of a letter dated January 31, from the

'eeretary of the Treasury, authorizing and requesting this bank,

,2 fiscal agent of the United States, to buy and sell gold for
°011nt of the United States upon the terms and conditions set

,?rth in the statements issued by the Secretary of the Treasury,
Illth the approval of the President, and quoted in the letter

the aecretary of the Treasury. At the meetilv of our board

t)ta.directors today it was voted to authorize the officers of
,u1s bank to act in accordance with the authorization and re-

of the Secretary of the Treasury as set forth in his let-
uer.”
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“Governor Black has brought to the attention of the Federal
Reserve hoard your letter of February 1 stating that at the
meetinL; of the board of directors on that date it was voted to
authorize the officers of the Federal Reserve Bank of New York
to act in accordance with the authorization and request of the
Secretary of the 1..easury as set forth in his letter dated Lran-
IlarY 31, of which a copy was attached to your letter. It appears

frcul Your letter and from its inclosure that the services desired
herein are to be Performed by the bank solely in its capacity as
fiscal agent of the United States and that no action on the part
Of the Board is required at this time beyond noting the informa-
tion.”

Approved.

Letter dated February 6, 1934, approved by five members of the

c34rd, to yr. Austin, Federal Reserve Agent at the Federal Reserve Bank

01r'hi1adelphia, reading as follows:

. "There is inclosad a copy of a report of a special examina-
tion of the iidscal 2.gency operations of the Federal Reserve Bank
of Philadelphia, made in connection with the regular examination
°f Your bank as at the close of business October 21, 1933.

"The Board desires that the detailed information contained
ta this report be brought to the attention of the board of direc-
t°1's of your bank and that the Board be advised of any action
watch may be taken in connection Therewith.

"The Board will also appreciate advice as to whether the
FecommenOations of its examiner (page 34-36) made to the Comp-troller of your bsnk, in regard to both auditing and operating
fUnctions, have been adopted."

Approved.

Letter dated February 6, 1934, approved by five members of the

/3°41'cl, to r_essi-s. Shearman and Sterling, attorneys and counselors at

law, New York, New York, reading as follows:

reL;ret that the pressure of other matters of importace

f-ls14, 
rorn 

under the risnking Act of 1933 has prevented the Board

an earlier reply to your letter of Auzust 2, 1933,

You request an interpretation of 3ection 23A of the
ederal Reserve Act as amended.
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"You call attention to the fact that, while this section places
restrictions upon the making of loans and extensions of credit by a
member bank to any of its affiliates and investments in the stock of
cach affiliates, it is provided that the provisions of the section
31411 not apply to certain classes of affiliates, including those inthe capital stock of which a national banking association is author-
ized to invest pursuant to.1,:ection 25 of the Federal Teserve Act as
.mended; and you request to be advised whether this exception should
ee construed as extendin_; to the subsidiary corporations of such an
afriliate. In your Particular case, you state that u.bank has been
organized under the laws of a foreign country; that all the stock of
such bank, except shares held by directors, is owned by a Connecticut
corporation which is purely a holdinc company; and that this holding
company is controlled by a banking corporation which is an affiliateOf. a member bank of the type expressly excepted by the above-men-
tioned provision of Section 23A of the Federal Reserve Act.

"The provisions of Jection 23A of the Federal eserve Act do'blot apply to any affiliate 'in the capital stock of which a national
a.flking association is authorized to invest pursuant to ;ection 25
of the Federal Reserve .,wt, as amended'. It is understood that the
corporations concerning which you inquire are not corporations in the
caPital stock of which a national banking association is authorized
.c) a.nvest pursuant to 3ection 25 of the Federal Reserve Act; and it

the view of the Federal Reserve Board that there is no proper
casis for an interpretation of the statute under which they would be
c°11s1dered to be such corporations merely by reason of the fact that
they are subsidiaries of a corporation in which national banks areaut,horized to invest pursuant to the said Section 25."

Letter dated

to Robert

t'reatice-lall, Inc.,

Approved.

February 5, 1934, approved by four members of the

..merson i.innich, Editor, Federal Bank service,

New York, New York, reading as follows:

"This refers to your letter of December 4, 1933, addressed to'3-ove 
rnor Black of the Federal Reserve Board, requesting to be ad-

lil;eed whether a bank may issue a certificate of deposit which con-forms to the definition of a 'time certificate of deposit' as con-
tallied in the Board's Regulationbut which also includes a clause

the effect that 'this bank reserves the right to require thirtyd
:Ya t written notice before payment', so that such certificate mayt 

regarded as a time certificate of deposit for the purpose ofco

raPuting reserves under Regulation D.
th "A deposit represented by a certificate which is payable at

he expiration of a specified period not less than 
thirty days fram

"e date of the certificate and which otherwise conforms to the
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"definition of a time certificate of deposit contained in Regula-

t °n q, but which also contains a reservation to the bank of the
right to require thirty days' written notice before payment, may
Properly be classified as a time deposit within the meaning of

ReEulation relating to interest on deposits until the date of
Maturity specified in the certificate, and also within the meanin
of rieEulationB relating to reserve requirements until the certifi-
cate is actually paid; except that in a case in which, in accord-
aace with the provisions of the certificate, notice is given that
134tYlnent will be required at or after the date of maturity speci-
fied therein, it must be classified as a demand deposit for the
Purpose of computing reserves beginning 30 days prior to the date
fl which the certificate is payable under the terms of such notice.
..fter maturity the certificate is one with respect to which the bank

merely reserves the ri:ht to recuire thirty days' written notice
before payment and, as stated in footnote 4 of Regulation while
?uch a certificate may be classified as a time deposit for comput-
'rig reserves, interest may not be paid thereon for the reasons

there stated. J.ccordin7ly, if a deposit represented by such a

?ertificate is not paid at the maturitLr specified therein, no

111-erest accruing thereafter may lawfully be paid on such deposit
but it may nevertheless be classified as a time deposit for the
PI:Irpose of computing reserves until written notice is required and
given, or, if notice is not required, until actually paid."

ii.pproved.

Letter to L-r. I. I. Fulton, 3lieerintendent of Banks of the State

°I' Ohio, Columbus, Ohio, reading as follows:

"In response to your letter of Tanuary 24th requesting statis-
tical 

material which was included in the compilations of the
Federal .eserve Committee on Branch, ;roup, and Chain Banking, the

has reauested me to forward you the inclosed statistical
tabulations 

in regard to the banking structure of Ohio, includingn

-aterial with respect to bank changes, failures, and earnings.

"In making this material available to you, the Board wishes
it to be understood that in any use made of the information it is
Tn to be referred to as having been released or made available
2r such use by the Board or the Federal Reserve System Cormittee

Branch, :Troup, and Chain Banking."

Approved.

Letter dated lebruary 5, 1934, approved by four members of the

1k411'd, to r. W. S. Hildreth, Vice President of The Peoples 
I:ational

L411k, 
Charlottesville, Virginia, reading U3 follows:
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"Your letter of October 6, 1933, addressed to Llr. I. I. Chor-
Pening, Chief 1,1ational Bank Examiner of the Fifth Federal Reserve
District, regarding the computation of reserves on savings accounts,
haS been referred to the Federal Reserve Board for reply. I regret
that the Pressure of other matters of urgent importance arising
Under the Banking Act of 193'6 has prevented an earlier reply to
Your letter.

"You request to be advised whether, in the event you should
require notice to be given with respect to all savings accounts, a
deposit with respect to which notice has been so required and given
Must be regarded as a demand deposit for the purpose of computing
reserves thereon. In such circumstances, it is the view of the
Board that a deposit with respect to which notice has been required
ahd given must be classified as a demand deposit for the purpose of
!°mPuting reserves beginning thirty days prior to the date when such
ueposit, under the terms of the notice, shall be payable.

"You also request to be advised whether, if you decide to allow
111°11th1Y withdrawals from savings deposits of sums up to 100 without

fequiriu notice of such withdrawals, you would be required to treat
ach account up to J00 as a demand deposit for the purpose of corn-
PUti. reserves.

"Although notice of withdrawal may not actually be required
with respect to the sums in question, the bank still has the legal
ri,ght to require such notice if it so desires, subject to the provisions
?'• Section VI of Regulation Q. Therefore, if an account of the kind
,1,11 question constitutes a savings account within the meaning of
OJilation D, the entire amount thereof remains a savings account
otw

ithstanding that the bank may permit the withdrawal of limited
a'1°11.11ts from other similar accounts without reauiring notice; and,
Ace°rdinglY, such deposits require a reserve of three per cent only.
;,s_ stated, however, if notice of withdrawal is required and 

given,er amount which may be withdrawn pursuant to such notice must be
whassified as a demand deposit for reserve purposes from the time
_eh) as the result of the giving of such notice, it is payable
witnin thirty days.

"It should be noted, however, that interest may be paid on
tarsits which conform to the definition of savings deposits con-

ed in Regulation in accordance with subsections (d) and (e)
4as-eetion V of that regulation, whether or not notice of withdrawal

actually been reuired or p:iven with respect to such deposits.
1For your i_nfornation, copies of _Regulations D and Q are in-

-,sed herewith."

Approved.

Letter dated February 6, 1934, a,:proved by five members of the

tO

benator Duncan U. Fletcher, Chairman of the Senate Committee

111 and Currency, reading as follows:
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"This refers to the letter dated February 3, 1934, from the
Actins Clerk of your Committee, inclosing a copy of Bill S. 2601,
introduced by you on January 23 (calendar day, February 2), 1934,
to repeal the provisions of Section 31 of the Banking Act of 1933
which relate to stock ownership by directors of member banks of
the Federal Reserve System, with the request that a report thereon
ue made to your Committee.

"The Federal statutes do not contain any requirements now in
?frect as to ownership by directors of State member banks of stock
in such banks; but, under the provisions of Section 5146 of the
Revised Statutes, every director of a national bank is required to
Own in his own right shares in the capital stock of such bank hay-
ing a par value of not less than $1,000, unless the capital of the
ballk is not more than „;25,000, in which case the par value of the
caPital stock he is required to own must be not less than $500.
Under Section 31 of the Banking Act of 1933, however, it is pro-
vided that after one year from the date of the enactment of that
;Act, June 16, 1933, every director, trustee or other member of the
ooard of directors, board of trustees or other similar governing
body of every national bank and of every State bank or trust com-
1),anY which is a member of the Federal Reserve System shall be the
Q°11a fide owner in his own right of shares of stock therein having
8. Par value of not less than .2,500, unless the capital of the bank
Shall not exceed U50,000, in which case he must own in his own right
Shares having a par value of not less than •:l,500, or unless the
coaPital of the bank shall not exceed ':25,000, in which case he must
)711 in his own right shares having a par value of not less than

. "It is the opinion of the Federal Reserve Board that the 
,

Il

re-
Contained in Section Si of the Banking Act of 1933 on

le subject are sound and should not be repealed. However, the
Federal Reserve Board would not object to the postponement of the
7ir?ctive date of the requirements on this subject for a reasonable

lao
,

Period of time beyond Tune 16, 1934, if, in the judi,ment of youre tilmittee from the evidence presented to it, there are reasons
84ing such postponement advisable.

"If Your Committee should decide, notwithstanding the views
DressedA r  above, that the provisions of Section 31 of the Banking

effect 
of 1933 on this subject should be repealed, thus leaving in

the 
the now existing requirements contained in Section 5146 of

ti„! 'levised Statutes with regard to national banks, the Board feelsat 'State member b:.nks should be placed upon a basis of equalitywit
exih2lational banks in this respect. Accordingly, if the now
of 8'111[7, requirements are to be continued with respect to directors
amellational banks, it is believed that the Bill S. 2601 should be
trilnded to reauire that every director of a State member bank or

seir:t c°171PanY shall own in his own right after June 16, 1934, the
. 1110unt of capital stock in such bank or trust company as a

via;c°1' of a national bank is now required to own under the pro-
of Section 5146 of the Revised Statutes, nanely, capital
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"stock having an aggregate par value of not less than c1,000 unless
the capital of the bank shall not exceed ,25,000, in which case he
lall8t own in his own right capital stock having an aggregate par
value of not less than :500.

"The Board hopes, therefore, that if your Committee should de-
cide to report this bill favorably, it will include therein a pro-
vision which will place State member banks on an equality with
national banks in this regard."

Approved.

Letter dated February 8, 1934, approved by five members of the

Boa:aid to Walsh, Federal Reserve Agent at the Federal Reserve Bank
Or

reading as follows:

"The Federal Reserve Board has examined the Declaration of
,rust Of 'H. Kempner', dated January 1, 1920, which you forwardedto the Board with your letter of January 25, 1934, in connection
with 

Board
previous request for a ruling as to whether 'H. Hempner'

a holding company affiliate of United States National Bank,
alveston, Texas, within the statutory definition in Section 2(c)
thof e Banking Act of 1933.
"Although in your letters and in the letter to you, dated

uary 12, 1934, from Er. R. Lee Kempner, Vice President of the
.ljtil:1,ited States National Bank, 'H. Kempner' is referred to as a 'firm',
"e Declaration of Trust expressly states that it is a trust and not
Partnership and explains that it is a name which for convenience

1Z to be used to designate the trustees in their collective capacity.
t,21ao appears from the Declaration of Trust that title to the
4'^ust property is vested in the trustees who are directed to issue
ElistfteXtble certificates of beneficial interest to the persons

thereto and that such persons are referred to as 'share-
hol era's Furthermore, the trustees are authorized not merely to

Property but to engage in various businesses, including farm-
1)',./Ilanufacturinc,, merchandising, trading in stocks, mining and
trkine;.In view of these and the other provisions of the Declara-
tli°4 Of Trust, it is the opinion of the Board that, whether or not

trust legally constitutes a partnership, it does constitute a
or siness trust' as that term is used in the aforesaid definition
or tholdin company afriliate' in Section 2(c) of the Banking Act
tall-933, and that, therefore, if a majority of the shares of capi-
bv 2t°ck of the United States National Bank are owned or controlled

4ae trustees, the trust is a holding company affiliate of the
•

Lee 
:It is understood from your letters and the letter of La-. R.

ste7mPner which is referred to above, that a majority of the out-
,zalakdlne shares of the capital stock of the United States National

are tacluded among the assets of the trust estate. Er. Nempner
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"indicates that each of such shares is registered in the name of one
Of the individual trustees and states that such shares are voted by
the individuals themselves and are not voted by the firm of 'H.
'fempner'. The Declaration of Trust provides that the trustees shall
have 'the absolute control, management and disposition of all the
Trust 2state', It therefore seems to the board that irrespective
Of the manner in which the shares of stock included in the trust
estate are recorded on the books of the bank, they are controlled by
he trustees and that, upon the facts as understood by the Board,
R. 1.empner' is a holding company affiliate of the united States
National Bank and the shares of stock of such bank included in the
trust estate cannot validly be voted unless the trustees constituting'H.

r,empner' first arply for and obtain from the Board a voting per-
it under authority of ',3ection 5144 of the F.evised LAatutes, as
amended.

"As you state in your letter of Ianuary 25, 1934, that the copy
of the Declaration of Trust forwarded by you was furnished to you
Upon the understanding that it would be returned, it is returned to
?roll herewith. A cony of this Declaration of Trust should, however,
oe included in any votirp, permit application filed by 'IL Kempner'."

Approved.

Letter dated February 6, 1934, approved by five members of the

to :r. _ceyton, Federal Reserve Agent at the Federal Reserve Bank

" 
nneapolis, reading as follows:

„1e 
"This refers to your letter of December 19, 1933, requesting

1 advice of the Federal Reserve Board on the question whether a
9irector of a national bank may lawfully obtain a permit from the

to serve at the same time as a director of the Duluth Morris
Company, operatin under the laws of the State of :::innesota.

0"? Federal Reserve Board has given carerul consideration to the
iPe lli°11 of your counsel and the other documents inclosed with your

uter with regard to this question.
Ac, "Under the provisions of Kection 8 of the Clayton Antitrust
13e L' as You know, the Federal Reserve Board is authorized to issue
,trIllits under certain conditions covering relationships between
Wins, banking associations or trust companies' which are other-
suclea Prohibited by any of the provisions of that Act but has no
tio authority with respect to other institutions; and the ques-
ia 11 is therefore presented whether the Duluth Morris Plan Company

Of a bank, bankinr, association or trust company within the meaningthe 
Clayton Act.

"
the 

It al?Pears that the Duluth Morris Plan Company is subject to
1j-0vi310n5 of Chapter 246 of the Minnesota laws of 1033, relat-

- t° 'industrial loan and thrift companies' and that under that
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"act such company is prohibited from carrying commercial or demand
baakinS accounts, from using the word 'bank' or 'banking' in its
cerPorate name, and from receiving savings accounts or other de-
posits. it appears, however, that the :Duluth ::orris Plan Company
iS authorized to discount or purchase notes, bills of exchange,
acceptances or other choses in action and that it issues interest-
uear1nt7 certificates of indebtedness which may be issued 'under
anY descriptive name' and which are redeemable by the owners thereof
on thirty days' notice in writing. Mile termed 'invc:stment certif-
icates' such certificates nevertheless actually represent deposits
alad serve the same purLose as certificates of deposit. Notwith-
standing the provisions of the State law, therefore, it appears
that the company does receive deposits as a matter of fact. It
aPPears also that the company is authorized to lend money upon the
security of co-makers, personal chattels or other property, ex-
clusive of real estate, and to require that the borrower purchase
and Pledge with the company as security a certificate of indebted-
ness of the company in the sam amount as the loan secured thereby,
Pr°vidin-, for payments in periodic installments extending over
substantially the period of the loan. It further appears that the
D4luth L:Orris Plan Company is subject to the same supervision aidCOntrol by the State Banking Department as State banks engaged in
°tner forms of banking business. In the circumstances, it is the
°(„Pini°n of the Federal Reserve Board that the Duluth ITorris Plan
14/mPany exercises the functions of a bank and is therefore properly
oof bjregarded as a bank or banking institution within the meaninge 

provisions of the Clayton Antitrust .Act.
"It is understood, however, that the Duluth Morris Ilan Com-

PanY is an institution which does no commercial banking business
a:nd the further question is therefore presented whether the board
les authorized under Section 8 of the Clayton ct to grant permits
,°17ering relationships between national banks and other banking
crolstitutions which do no commercial banking business. In this
„„nneetion it is to be noted that the first proviso of Section 8

1,4the Clayton :_ct as amended by the Act of March 2, 1929, is as
}°178: 'Provided, That nothing in this section shall apply to mutual

i'jlkls banks not having a capital stock represented by shares, to
%4nt-stock land banks organized under the provisions of The Federal
cirT Loan Act, or to other banking institutions which do no comer-
az:,,.banking business:' and the last proviso of the section as
,717ed by the Act of March 9, 1928, reads as follows: 'And pro-

That nothing in this Act shall prohibit any private
two4r from being an officer, director, or employee of not more than

arly ons, banking associations, or trust companies, or prohibit

tr 
4-11cer
' director, or employee of any 

bank, bankini, association,stu
from Is company, or any class Z, director of a Federal reserve bank,
othe ')eillP; an officer, director, or employee of not more than two

banks, banking associations, or trust companies, whether
(111.1zed under the laws of the United States or any State, if in
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anY such case there is in force a permit therefor issued by the Fed-
eral Reserve Board; and the Federal Reserve Board is authorized to
issue such permit if in its judgment it is not incompatible with the
Public interest, and to revoke any such permit whenever it finds,
after reasonable notice and opportunity to be heard, that the public
interest re quires its revocation.'

"Notwithstandinz, the literal import of the first proviso men-
tioned, it appears that the purpose of the amendment of March 2, 1929
as to restrict the scope of the prohibitions of Section 8 of the
aYton Act and that to interpret the statute in such a way as to

19roaden the prohibitory effect of the provisions of the now existing
laW would be inconsistent with the intention of Congress in this re-
8Dect. .tfter a careful consideration of the provisions of the statute

a whole, the Board is of the opinion that the authority conferred
oY the last proviso clause in Section 8 should be considered as con-

with respect to this question and, accordingly, that the
Board may lawfully grant a permit coverin relationships between
Ilational banks and other banking institutions which do no commercial
oanking business.

"The Board will therefore give consideration to applications,
ifAanu when submitted, covering interlocking directorates between a
Ilational bank and the Duluth liorris Plan Company."

Approved.

At this point Mr. O'Connor joined the meeting.

There were presented memoranda dated January 29, 1934, and January

1, from Mr. L;mead, ,hief of the Division of Bank Operations, and

Cl°1denweiser, Director of the ivision of Research and Statistics,

Ile°13ecttlre1Y, callin;; attention to the fact that the authority granted

t° the 130az'd by „Dection 16 of the ederal eserve ct to permit ederal

l'eserve 
banks to offer, and the Federal reserve agents to accept, as

col1ateral security for Federal reserve notes, direct obligations of the

ijilted States, expires on March 3, 1934, and expressin the opinion that
'11cfti 

authority should be extended for another year; L.r. Smead recommending
that 

C011e)ress be requested to extend the authority until L-arch 3, 1935,

toculd

511ch further period as the _President of the United States may

clet r/aine but not beyond March 3, 1037.

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



2/7/34
-17-

Counsel was requested to prepare, for the con-
sideration of the Board, letters to the Chairmen of the
Banking and Currency Committees of the :_enate and House
of Representatives recommending the extension to Y,arch
3, 1935, and for such further period as the President of
the United States may determine but not beyond Larch 3,
1937, of the provisions of Section 16 of the Federal
Reserve Act, under which the Federal 'Reserve Board, upon
the affirmative vote of not less than a majority of its
members, may authorize Federal reserve banks to offer,
and the Federal reserve a.Fents to accept, as collateral
security for Federal reserve notes, direct obligations
Of the United States.

There was then presented a memorandum dated Tenuary 22, 1934,

amead, Chief of the Division of Bank Operations, previously

circulated amone; the members of the Board, recommending, for reasons

3taltsd in the memorandula, that article IX of the by-laws of the Federal

l'eserve Board be amended to permit checks drawn on the r:old settlement

1\1114 and the Federal reserve agents' fund, which are now signed by the

Seel'eterY or an i%ssistant Secretary of the Board and countersigned by

the (i
'°vernor or actin r: executive officer of the Board, to be signed by

the .
Issistant Chief of the Division of Bank Operations and countersigned

bY the chief
I the Division of Bank Operations; an 'ssistant Secretary

°r the eeretary of the Board to perform one of these functions in case

either tile Assistant Chief or the Chief of the Division of Bank Opera-
t1
0ns' or both, are absent or unavailable. The memorandum also recom-

Ittelicied eal amendment to article X of the by-laws of the Board so as to

reqUisitions on the Comptroller of the Currency for shipments of
rederea

l'ederal

lat,„t

reserve notes or Federal reserve bank notes to the various

reserve banks, which are now signed by the Secretary or an ,s-

Secretary of the Board, to be signed by the Chief or Assistant

elilet or the Livision of Bank operations, or in their absence by the
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Seer.i-
ttry or an Assistant Secretary of the Board. The proposed amendment

440 contemplated that the report of such requisitions, which is submitted

dailY bY the Secretary or an Assistant Secretary of the Board for the

ellPx*°17a1 of the Governor or the acting executive officer of the Board,

"Uld be submitted to the Board by the Chief or Assistant Chief of the

r317181011 of Bank Operations, or in their absence by the Secretary or an

Assistant Secretary of the Board.

After discussion, the members of the Board present stated
that they would not be willing to approve the procedures out-
lined, but indicated that they would be willing to approve an
amendment to article IX of the by-laws to provide for the coun-
tersigning of checks on the gold settlement fund and the Federal
eserve agents' fund by the Secretary or an Assistant Secretary
in the absence of the Governor or Vice Governor, and the Secre-
tary was req uested to prepare and submit to each member of the
Board, in accordance with article XVI of the by-laws regarding
amendments, copies of article IX of the by-laws, amended so as
to provide for such change in procedure for signing such checks.

There was also presented a memorandum dated January 29, 1934,

trot
"Lv. Smead, Chief of the Division of Bank Operations, which had pre-

viously been circulated among the members of the Board and which recom-

kemded, for the reasons stated in the memorandum, that the Board recommend
tO co

IlaTeSS the enactment of legislation to require the publication of

l'ePorts of 
condition of State member banks under such regulations as the

hderai
Reserve Board may prescribe.

Counsel was requested to prepare, for the consideration of
.11.e Board, letters to the Committees on Banking and Currency of
the Senate and House of Representatives in accordance with Mr.
Smead's recommendation.

14r. Miller called attention to an editorial appearing in this

4311114g18 edition of the New York Times under the title "Banks and
Xioails”

whi oh referred to a statement contained in an address made by Mr.
W. R.

Bulbgees, Deputy Governor of the Federal Reserve Bank of New York,
betor

e the New York State Bankers Association on February 5, 1934, and
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read in part as follows:

"It is possible that banks, rushing like the general public
frm an extreme of confidence to the opposite, are pushing the
Policy of ultra-caution now as far as they pressed the policy of
over-confidence in 1929. Yet that can hardly be accepted as the
°IalY explanation. Dr. BURGESS of the New York Federal 1- eserve
reported on I:onday what had happened as a result of last Sprin::'s
2111erC,ency proviso' for direct loans by deserve Banks. During
he eighteen months since that enactment 1,286 applications for
1°ans had been received. But of this large number the bank de-
cided, after thorough investiation, that it 'could properly run
uhe risk of making loans' to only fourteen borrowers."

Question was raised as to whether Lir. Burgess' speech was sub-

raltted to the Federal leserve Board before its delivery, and :a% Golden-

Stated that Br. Buress had called him on the telephone and stated
that

he was going to milln the speech and that he had not submitted it to

the I4):411'd for the reason that it had just been finished. Er. Goldenweiser

113° called attention to the fact that under the procedure prescribed in
the

IS°tIrd's letter of Lpril 18, 1932 (i-7135), copies of addresses by

officC3 of Federal reserve banks need not be furnished to the Board in

Qdliartce of their delivery. Governor Black stated that he had received

Lr. Burgess' speech and that the particular statement in the

-1)eech which was referred to in the editorial read as follows:

er "Operatinc-, under this law, we made every endeavor to extend

the wherever it could be done safely and in accordance with
From the middle of 1932 when this law became effective

The the end of 1933 we received 1286 applications for loans.
eo)  first examination disclose,' that the ra.eat majority of these
Itications were for personal loans or for mortgage loans or
t 8 for other capital purposes and were not in any sense short
2;"0'e coMmercial loans as required by the law. ';:e found that only

We 
the applications had sufficient merit to call for detailed

0418ti?:atien. These 250 selected applications involved a 311P of
coj?)525,000. _fter a thorouh investi!,ation we decided we
inv-';' Properly run the risk of making loans to fourteen borrowers
acjcsiin a total commitment of ;1,417,000, of which :806,000 was

ually borrowed Not quite half of this amount has been paid

-19-
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"(3ff. In our endeavor to make every loan possible under these
emergency provisions we made loans to two concerns which have
since gone into receivership. It seems to us a reasonable deduc-
tion from this experience that generally speaking eligible bor-
rowers entitled to bank credit are being provided for by the
camriercial banks."

Mr. Miller stated that he felt that any statements which are

or 
defensive nature in answer to allegations against the banks of the

c°1111trY should be avoided in speeches by officers of Federal reserve

bealks
and particularly by the Federal Reserve Bank of New York, and

that 
if anythin-: alon:; these lines need be said it should emanate fram

he l''ederal 1;eserve Board in ':fashington.

c't the

A discussion ensued as to what, if any, action
Should be tal:en by the Board with regard to the

statement contained in Mr. Burgess' address or with
regard to changing the present procedure covering
the submission to the Board of speeches made by
officers of Federal reserve banks, and the Secretary
was requested to prepare, and submit to the Board, a
memorandum setting forth the previous consideration
given by the Board to the question of submission to
it of speeches made by officers of Federal reserve
banks, and the circumstances which gave rise to the
Board's letter of April 18, 1932 (X-7135).

Governor Black reviewed for the information of the other members

Board present the

tleDartment and others to

t17' and he stated that

13res1dent of the united Litotes,
aad 

Nr,liarrison, Gove-rnor of the

study 
concerninc

to the 
Bankin c,ct

ottered for 
meetin{,;

credit 
banl:s similar to

consideration which is being given by the Treasury

the question of the extension of credit to indus-

a report on this matter had been submitted to the

who had reeuested that he (Governor Black)

Federal "..leserve Bank of New York, make

the matter, including a study of possible amendments

of 1936'. He also stated that one of the suggestions

the situation is that there be organized intermediate

the intermediate credit banks now under the super-
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vision of the Credit Administration, for the purose of making

1°8-ris to Eleet the intemediate credit requirements of industry. This sug-

eestion and the general question of credit for industry and the methods

which might be used to provide such credit were discussed. During the

di8eu3s1on, O'Connor left the meeting, and at its conclusion

er().11.10r Black stated that he would appreciate it if the merlers of

the B°ard would study the matter and give him the benefit of any sugges-

tions which they may have to offer.

Letters to applicants for periAts under the Clayton ,,ct, advis-

Of approval of their applications as follows:

-4. Koffard, for pemission to serve at the same time asa director and officer of The First National Bank of McIntosh,
14eIntosh, :innesota, and as a director of the American State

Erskine, Tannesota.

H. L. Campbell, for permission to serve at the sane time as
director and officer or The First National Bank of Coffeyville,

°tfi,:ffeoZ 1B11,1, Kansas, and as a director and officer of The First
'‹ of Nowata, Nowata, Oklahoma.

Approved.

There were then presented the following applications for orig-

additional stock, or for the surrender of stock, of Federal re-

-21-

'1.13b1ications for ORIIIINAL Stock:tiatr'ct
T4e 

ljational3ak of Oxford,C)f°r(71, New York

/48triet 3.
1113"7'.°-17-drfi-

irjt-fonal Bank).Tower 
ty, Penn3ylvania

rn3triet 

Ci 

4"rle TYmrts 1/11vie;;I=aonal Bank of Elkins,

Shares 

54 54

72 72

105 105
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lications  for ORIGINAL Stock: (Continued) Shares 4.1.1.ict 1:o. 7The charie-
73.----toni,Iatiorlal Bank,, Ch

arleston, IllinoisPlrst 
National Bank in Larshall,

Uarshall, Lichigan

lications for ADDITICNAL Stock:

1111111.ford Na7t7-0.7131 Bank,, 
Rumford,

.,irat 
National Bank in :edford,

Medford, Massachusetts
eoPles National Bank,
Claremont, New Hampshire

irational White River Bank in Bethel,, 
Bethel, Vermont

4444 
National Bank,,* Pair Haven, Vermont

'14tland County attional Bank,
liutland, Vermont

District No. 8
4chanics Bank &, Trust Co.,, 

Moberly, Missourite National Bank,, 
Texarkana, Arkansas

'lrat-:,Hardin national Bank,
,,.Zlizabethtown, Kentucky'Aella4a.e 

National Bank,
Zrefferson City, lassouri

I) strict Ijo. 9
Lers otate Bank,
Plandreau, South Dakota

lications for SURRENDER of Stock:istrict No. 4r:1111° 
8ellefontaine Ilational Brink,
ellefontaine, Ohio1.rat 
National Bank,

Cationsburg, Pennsylvania
-.rict 110. 5.

National Bank,
Washik:ton, -J.

na 
nkC.?ll'at 

Natiol Bank,Qrewc,

72

66
Total

00

60

60

60

45

1

150

48

130

3
Total

90

300 

210

53
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lieations for SUBRENDER of Stock:
jo. 5. Continued Natioaal -daizens Bank,

Charles Town, West Vircinia

/Irst TrErti- nai

21bert0n, _;-eorj.a

District 110. 7.
State

-National Bank of 1-eruPeru, 
Illinois

4irst 
ratLonal Bank,

I'laPpanee, Indianarirst 
I:ational Bank,, 

Boone, Iowa
41`114dY County National Bank,,. Grundy Center, Iowafl-rst 

:lational Bank,
loanawha, Iowa

District ro. 8.
N4tional Deposit Bank,

Owensboro, Kentucky

District No. 10.
Cherokee 

National Bank,
Cherokee, Oklahoma

-23-

(Continued

-Jlatrict uo. 12.
zarraers State Bank)Th 6,, au, 

aaShinCtOn
4113hington National Bank of Commerce,Seattle, 

iiashington

Allprov

Approved.

Shares

31

90

105

39

150

45

45

300

24

32

72
Total

Thereupon the meeting adjourned.

•

297

90

384

300

24

 104

1,569

le(*4-4L-‹-A )71 '711

7-

:-,ecretary.
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