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A meeting of the Executive Cormittee of the Federal Reserve

Board wes held in Washington on Wednesday, April 4, 1934, at 3:45

Pe m,

PRESENT: Lire Black, Governor
Iir. Jemes
lre Thomas
Nr. Szymczak
lir. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
lr. Bethea, Assistant Secretary
The Committee considered and acted upon the following matters:
Telegrams dated April 4, 1934, from Mr. Curtiss, Chairman of
th
® Federal Resorve Bank of Boston, and Lre. Wood, Chairman of the Fed-
er ‘
&l Reserve Bank of St. Louis, both advising that, at meetings of
the
boards of directors todey, no changes were made in the banks'
exi
sting schedules of rates of discount and purchase.
Without objection, noted with approval.
Memorendum dated April 2, 1934, from Mre. Morrill stating that,
in
8Ccordance with the action taken at the meeting of the Board on
Uay
¢h 28, 1934, when Messrs. Jomes and O'Connor were appointed a com-

m
©® to look into the matter of the three employees from the Issue

ang ;
Redemptlon Division of the Board vwho were detailed to the HNational

ank Apr
: Issue Division of the Comptroller's office, the committee recom-

Meng
s ang arrangements have been made to taeke cere of the three em-

Pl
OVees, g5 follows:

Wss Janet Oliphent, to be returned to the Board's Division
of Issue and Redemption,

lirs, ary White, to be transferred to the Board's Diyision
of Research and Stetistics,
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Irse. Irma Smoot, to be taken off the payroll of the Federal
Reserve Board, and transferred to the Office of the
Comptroller of the Currency,
811 of the above changes to be effective as of April 3, 1934. The
Tecommendations of the committee were approved by six members of the
Board on Apri1 3, 1934.
Approved.

Telegrem dated April 2, 1934, approved by six members of the
Board: to lir. Stevens, Federal Reserve Agent at the Federal Reserve
Bank op Chicago, referring to the application of the "Citizens Sav-
lngs Berk", Gilman, Iowa, for permission to withdrew immediately from
menberShip in the I'ederal Reserve System, and stating that the Board
Mives the usual requirement of six months' notice of intention to
Withdray and that, accordingly, upon surrender of the Federal reserve
beak Stock issued to the Citizens Savincs Bank, the Federal Reserve
Banc of Chicego is authorized to cancel such stock and make a refund
thereon.

Approved.

Letter deted April 3, 1934, epproved by six members of the

°8rd, go lire O'Connor, Comptroller of the Currency, reading as fol-

10?:8 H

B "In accordence with your rocommendation, the Federal Reserve

,oard approves a reduction in the common capital stock of the

Americen National Bank of Portsmouth', Portsmouth, Virginia,

irOm $600,000 to $250,000, pursuant to a plan which provides that

he bank's capital shall be increased by $250,000 of preferred

Stock to be sold to the Reconstruction Finance Corporation, and

hat the released capital shall be credited to a reserve fund to :
fh&rge off doubtful assets, all as set forth in your letter of

farch 23, 1934." '

Approved.

RASER
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Letter dated April 3, 1934, approved by six members of the

BOard, to Mre O'Connor, Comptroller of the Currency, reading as fol=

lows s

"In accordence with your recommendation, the Federal Re-
serve Board approves a reduction in the common capital stock of
'The First Natiomal Benk of Treer', Treer, Iowa, from $100,000
to $50,000 pursuant t0 a plan vhich provides for a reduction in
surplus from $32,000 to $25,000 and that the released capital
and surplus shall be used to eliminete slow and doubtful assets
totaling approximately 39,735, end that the residuary belance
of the released funds shall be returned to the shareholders, all
as set forth in your memorandum of llarch 23, 1934."

Approved .
Telegram dated April 2, 1934, approved by six members of the
Boarg, to Mr. Case, Federal Reserve Agent at the Federal Reserve Bank
of Ney York, stating that the Board hes considered the applicetion of
the "First National of Elmire Corporation", Elmira, New York, for a

v- .
Qtlng Permit under the authority of section 5144 of the Revised Stat-

ut
®8 of the United States, as amended, entitling such organization to

Yo
"o%e the stock which it owns or controls in the "Southside Netional

B

ik of Elmira", Elmira, New York, and has authorized the issuance of
T I e

liniteq permit to the applicant for the following purpose:

"At any time prior to July 1, 1934, to act upon a proposal
to place such bank in voluntary liquidation and to do all things
Necessary to effect such liguidation."

The
telegram also authorized the agent to heve prepared by counsel for
e
Federa) reserve bank, and to issue to the First National of Elmira
or .
Poration, a limited voting permit in accordance with the telegrame.

Approved.

In connection with the above there was presented a second
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telegram dated April 2, 1934, approved by six members of the Boerd,
%o Mr, Case, Federal Reserve Agent et the Federal Reserve Bank of

New Tork, stating that the Board has considered the application of
the

"First lational of Elmira Corporation", Elmira, New York, for a
Voting permit under the authority of section 5144 of the Revised Stat-
UESS of the United States, as amended, entitling such orgenization to
Vote the stock which it ovms or controls in "The First National Bank
e Horseheads", Horseheads, New York, and has authorized the issuance
°f & limiteq permit to the applicant for the following purpose:

"At any time prior to June 1, 1934, to act upon a proposal
to increase the capital stock of such bank in the amount of ap-
Proximately $25,000 by the issuance of preferred and/or common
l Stock or otherwise and to emend the articles of association of
Such bank accordingly, provided that such proposal shall be ap-
Proved by the Comptroller of the Currency."

he telegram also authorized the agent to have prepared by counsel for
viis Federal reserve bank, and to issue to the First National of Elmire
0rp°r&tion, a limited voting permit in accordance with the telegram.

Approved. )

Letter dated April 3, 1934, approved by six members of the

Bo
ard, to nr. Paddock, Deputy Governor of the Federal Reserve Bank

of Byai
Oston, reading as follows:

"I regret that the pressure of other matters of urgent im-
Portance arising under the Bmking Act of 1933 has prevented an
Sarlier reply to your letter of October 25, 1933, containing your
10quiry number 36 with reference to the question whether antici-

Pateq acceptance accounts are subject to the provision of Section
“ Y Of the Federal Reserve Act which prohibits the payment of
1terest upon deposits which are payable on demend. In this con-
Oection, you inclose a letter received by you from the Industrial
1gu8§ Company of Providence, Rhode Island under date of October
s 1933.

"There is inclosed herewith a copy of a ruling recently made
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"by the Federal Reserve Board in which a question similar to
that submitted by you is discussed. The informetion you have
furnished, howevor, is not sufficient to enable the Board to
determine under which of the categories referred to in the last
Paragraph of the said ruling the situation to which you refer
Would fall, and accordingly, the Board cannot advise you at This
time whether anticipated acceptance accounts should be consid-
ered deposits within the meaning of the provision of Section 19
of the Federal Reserve Act here in question. It is suggested
that you consider the matter with the advice of counsel and that
you advise the member bank in accordance with your conclusions
unless there is doubt as to the matter and you consider it ad-
Visable for the Board to pass on the question. In the latter
event, it will be appreciated if you will submit such informa-
tion as will be necessary to enable the Board to determine the
question, together with an opinion of your counsel thereon.

"In considering the question, it is suggested that particu-
lar consideration be given to the ruling of the Board in regard
to reserves egainst deposits received by member banks in comnec-
tion with 'personal loans' (Federal Reserve Bulletin for Septem-
ber, 1931, page 538), and to the Board's ruling in regard to
reserves against liabilities resulting from receipt and use of
trust funds (Federal Reserve Bulletin for liay, 1922, page 572)."

Approved.
Letter dated April 3, 1934, approved by six members of the
Board’ to liessrs. Shearmen & Sterling, Attorneys and Counselors at
"W New York, New York, reading as follows:

"This refers to your letters of August 4, 1933, October 2,
1933, end January 23, 1934, regarding the question whether allow-
Ances made by a member bank to a customer in connection with the

ischarge of his obligation with respect to a banker's acceptance
Constitutes a payment of interest directly or indirectly on a de-
Posit which is payable on demand in violation of Section 19 of
the Federel Reserve Act as eamended.

"You state that, in consideration of the bank's agreeing to
accept time drafts, the customers of the bank agree, expressly
Or impliedly, to pay to the bank or its successors or assigns

© amount of each such acceptance on the last business day be-
Ore its maturity or on demand at any time prior thereto, together
¥ith the amount of the bank's commission and the amount of all
Charges and expenses incurred by the bank in comnection with the
Tansactions You further state thet it sometimes happens that

e cusiomer desires to discharge his obligation before the last
Usiness day before the maturity of the acceptance, and that, in
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"order to encoureage such desire, the bank accepts payments at a
discount rate based upon the number of days yet to run until the
maturity, thus making an allowance for the umexpired period dur-
ing which the customer, in the absence of a demand from the bank,
mizght have retained his funds.

"If the funds paid to the bank by the customer in such cir-
Cumstances are not credited to his deposit account on the books
of the bank but are applied immediately to the discharge of his
Obligation to place the bank in funds to retire the acceptances,
it would seem that such funds do not constitute deposits and that,
?herefore, the prohibition upon the payment of interest on depos-
1ts payable on demand is not applicable. If, however, the funds
are credited to the customer's deposit account and are not applied
10 discharge of the customer's obligation until the date of matur-
1ty of the acceptance, it is the view of the Board that o deposit
arises. If such deposit is to be used to discharge the customer's
Obligation within 30 days or is otherwise payable within 30 daeys,
1% constitutes a demand deposit and an allowance or discount in
Connection with such deposit calculated according to the number
of days remaining before maturity of the acceptance must be con-
s?dered an indirect payment of interest in violation of the prohi-
bition of Section 19 of the Federal Reserve Act upon the payment
of interest on any deposit which is payable on demand."

Approved.
Letter dated April 3, 1934, approved by six members of the
Yoard, to g, Austin, Chairman of the Federal Reserve Bank of Fhila-
delphia: reading as followss

"This refers to your letter of liarch 12, 1934, inclosing a
%0Dy of a letter from the Miners National Bank of Wilkes-Barre,
‘ilkes-Barre, Pennsylvania, dated March 7, 1934, in regard to the
1Ssuance by the Federal Reserve Board of a speciesl regulation re-
ating to the payment before maturity of Christmes Club accounts.
"If the Christmas Club accounts here in question constitute
deposits as defined by the Federal Reserve Board Regulation
Q, such deposits may not lawfully be paid before maturity even
Ouzh no interest is paid thereon. If, on the other hand, such
&Ccounts constitute savings deposits, as defined in the Regulation,
Such deposits may be paid only in accordance with the provisions
°f Section VI of the Regulation. The Federal Reserve Board is
B0t authorized to issue a Reguletion euthorizing the payment of
Such accounts, which are time or savings deposits, except in ac-
®Ordance with the provisions of the law.
"llith reference to the suggestion made by the member bank in
?ts letter that a ruling be issued allowing the making of loans

time

in Necessitous cases on Christmas Club accounts, attention is
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"called to the provisions of footnote 7 and footnote 10 of the
Regulation Q, relating to loans by member banks to the owners
of time and savings deposits. The Board believes that the pro-
Visions of the footnotes mentioned are in accordance with +the
intention of the statute and it would not be possible for the
Board 1o make exceplions to the requirements prescribed as sug-
gested with respect to Christmas Club accounts." '

Approved.

Letter dated April 3, 1934, approved by six members of the

B 3
oard, o Honorable Tom Connally, United States Senator, reading as

i‘0110'%[3 3

"In a letter dated February 21, 1934, you requested the
Board's reaction to an inquiry contained in a letter to you from
Qr. We We Woodson, President of The First National Bank of ¥aco,
faco, Texas, dated February 2, 1934, with respect to the enact-
ment of legislation requiring Federal reserve banks to accept
from member banks end to hold in safekeeping securities pledged
Y member banks to secure the deposits of State Treasurers of
he various States. The inquiry refers specifically to the re-
fusal of the Federal Reserve Bank of Dalles to accept securities
Pledged to secure deposits of the State Treasurer of the State
°f Texas and in a letter dated Februery 28, 1934, written in re-
Ply to yow letter, the Board stated that the matter would be

aken up with the Federal Reserve Bank of Dallas for the purpose
°f obtaining a complete statement of the bank's views on the
question. The Board has now been informed by letter from lir.
Walsh, Federal Reserve Apent at the Federal Reserve Bank of Dal-
85, that the bank has declined to act in the manner referred to
¥ Mr. Vioodson because of doubts as to the power of the bank
ezally to hold securities in safekeeping in such circumstancese.
“There is now in preparation by the staff of the Federal
ve Board a report on the exercise of safekeeping functions
Y the Federal reserve banks which has refercnce to the general
Situation which prompted lir. Yioodson's inquiry, and should =a
Study of this report when presented convince the Board that the
8% with respect to the power of Federal reserve banks to accept
8nd retain in safekeeping securities pledged by member banlks to
Secure public deposits should be amended, the Board will, after
®onsultation with the Federal reserve banks, take steps Lo submit
OT consideration by Congress a draft of an amendment to the law
%% this subject."

Resep

Approved.

Letter dated April 3, 1934, approved by six members of the

RASER
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Board: to Mre Ne Ce Patton, Editor, Federal Reserve and Bank Law

Service, Commerce Clearing House, Ince., Chicago, Iilinois, reading

88 follows:

"Receipt is acknowledged of your letter of karch 5, 1934,
regarding the question whether a Federal Savings and Loan Associ-
ation orgenized under the provisions of the Home Owners' Loan Act
of 1933, may be considered a 'bank' within the meaning of Section
19 of the Federal Reserve Acte

"Section 5 of the Home Cwmers' Loan Act of 1933 provides
Tor the organization of Federal Savings and Loan Associations
'in order to provide local mutual thrift institutions in which
People may invest their funds and in order to provide for the
finoncing of homes.' Such associations are authorized to raise
Their capital 'only in the form of payments on such shares as
are authorized in their charter, which shares mey be retired as
15 therein provided' and ‘o lend their funds 'only on the secur-
1ty of their shares or on the security of first liens upon homes

_ Or combination of homes and business property within fifty miles
b of their home office.' They are expressly prohibited from ac-

Cepting deposits and from issuing certificates of indebtedness
€xcept for such borrowed money as may be authorized by regule-
Tlons of the Federal Home Loan Bank Boerd.

“In the circumstences, the Federal Reserve Board is of the
OPinion that Federsl Savings and Loan Associetions aro not to be
Considered banks within the meaning of those provisions of Sec-
“ior 19 of the Federal Reserve Act vhich relete to the compute-
tion of reserves."

Approved.

Telegrem deted April 3, 1934, approved by six members of the

Bo :
*d, to kr. Wood, Federal Reserve Agent at the Federel Reserve Bank

of
Ste Louis, reading as follows:

: "Your letter liarch 28 relating to right of Union Pleanters
yaﬁional Bank end Trust Company of Kemphis, Tennessee, to pay
interest on deposits of funds of City of Memphis, which are pay-
able on demend. It appears that Chapter 338 of Tennessee Private

Acts for 1917 confers upon Board of Commissioners of City of liem-

Phig merely permissive authority to provide in contracts for pay-
"ent of interest on deposits of City of Memphis and Board there-
?ore is of opinion that this statute does not require payment of
interest with respect to such funds within meaning of Section 19
of Federal Reserve Act as smended."

Approved.
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Letter dated April 3, 1934, approved by six members of the
Board, to iirs C. W. Barnett, Arkensas Dry Goods Compeny, Batesville,

ArkanSﬂS, reading as follows:
"This refers to your letter of March 10, 1934, addressed %o

the Comptroller of the Currency, in which you request to be ad-
Vised vhether, under the Banking Act of 1933, the Arkanses Dry
Goods Company, Batesville, Arkansas, may borrow its funds, up to
the legal limit, from the Citizens Bank and Trust Company of the
Same placee.

"It is assumed that the Arkenses Dry Goods Compeny is not
&n effiliate or & holding compeny affiliate of the Citizens Bank
énd Trust Company, and if that assumption is correct, it does
Not appear that any of the provisions of the Banking Act of 1933
Would prohibit the Company from borrowing funds for seasonal re-
Quirements from the Citizens Bank and Trust Company within the
linits permitted by lawe For your information, there is inclosed
herevith a copy of the Banking Act of 1933 and your attention is
directed particularly to Section 12 (relating to loans end exten-
Sions of credit to executive officers of member banks), to Section
13 (relating to transactions between a member bank and its affili-
ates), end to Section 14 (releting to transactions between & mem-
ber bank and any corporation holding the premises of the bank)."

Approved.

Letter dated April 2, 1934, approved by five members of the

B
%erd, 4o Iire lMcClure, Federal Reserve Agent at the Federal Reserve

Banc °f Kansas City, reading as follows:

"In Mre MeAdems' letter of January 25 it was stated with re-
Spect to the reports of affilistes of the Internetional Trust
C°mpany. Denver, Colorado, as of Decomber 30, 1933, that the mem-

er bank contempleted publishing these reports at the time of pub-
lication of the mext reports submitted to the Colorado Banking
SPartment, the circumstances being that the Colorado Benking De-
Partment had made a call as of November 25, 1933, but no call
Coincident with the Board's call of December 30, 1933. It was
8lso steted that other State members in Colorado had published
Teports of their affilistes as submitted in response to the

Oard's call of December 30.

"Our understardinz from Mre McAdems' letter of Januery 25,
and from previous reports, is that the Colorado Benking Depert-
Tent issued & call coincident with the Board's call of June 30,
1933, thet it issued no call coincident with the Board's call of
October 25, 1933, and no call coincident with the Board's call

FRASER
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"of December 30, 1933, the only call by State authorities since
“June 30, 1933, being a call as of Hovember 25, 1933, which of
Course was not coincident with any call by the Board.

"Under these circumstances the reports of affiliates sul-
mitted to the Board as of June 30, 1933, and October 25, 1933,
by State member banks in Colorado should have been published,
and our records show that they were; but the reports submitted
as of December 30, 1933, need not have been published, unless
State authorities made a call between December 30, 1933, and
Korch 5, 1934, the date of the current call by the Board.

"In the last paragreph of lre. McAdams' letter of January
25 the question is asked whether reports of affiliates which
Were published subsequent to lhe Board's call of December 30
should be republished laler at the time reports of condition
Were submitted by the banks concerned to the Colorado Benking

epartment. In the absence of information to the contrary it is

8ssumed that there was no call by State authorities between De-
Comber 30 and llarch 5, but if there were such a call republica=-
tion of reports elready published under the circumstances de-
S¢ribed in kire lcAdems' letter would not ordinarily be required.

If there were no call by State authorities between December 30

&nd March 5 the question of publication of the December 30, 1533,
affiliates' reports is of course settled by the Board's current
call as of larch 5."

Approved.
Letter dated April 3, 1934, approved by six members of the

0 2 :
&d, to mr, Hermenn Frederick Clarke, Boston, lassachusetts, reading

" Tollowgs

"The Federal Reserve Board has given comsideration to your
&plication under Section 32 of the Banking Act of 1933 for a
Permit to serve at the same time as director of the State Street
Trust Company and as a partner in the fimm of Estabrook & Compeny,
& dealer in securities, both of Boston, Massachusetis.

: "The Federal Reserve Board has reeched the conclusion that

1? ¥Wos the intent of the Congress in enacting Section 32 to ter-
Tinete a]1 relationships of certain types between member banks and
S2lers in securities, apparently because it felt that such rele-
tlonships might tend to influence the banks' credit end investment
& Policies and their sdvice to their correspondent banks and other

Customers respecting investments in a manner which the Congress

®emed to be incompatible with the public interest. The Board sc-
°°rdingly feels that it may not properly grant permits authorizing
re1&tionships which are actuel ly of the kind referred to in that
Section end that its authority to issue permits should be exercised
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"only in exceptional cases; for example, those which are in-
cluded within the literal terms of the statute but which are
actually of a kind different from those at which its provisions
Were directed.

"It appeers that Estebrook & Compeny is primerily engeged
in the underwriting, purchasing, and selling of securities and
that, therefore, the relationship covered by your application
is within the class which that section was designed to terminete.
Accordingly, the Boerd is unsble to find that it would not be
incompatible with the public interest as declered by the Congress
to greant your application, even though nothing has been called
to its attention which would reflect in any degree upon your de-
8irebility as director of the bank, except that the relationship
Covered by your application is within the prohibitions of Section

"In the event you desire to submit further facte or argu-
ments in support of your application, the Board is prepared to
give them careful consideration. However, any such additional
facts or arguments should be submitted, in writing, through the
Federal Reserve Agent at the Federal Reserve Bank of Boston."

p Approved.
/

Letter dated April 3, 1934, approved by six members of the

0 3
&rd, to M. He Penrose Hallowell, Boston, liassachusetts, reading

83 folloWS : J

"The Federal Reserve Board has given consideration to your
8pplication under Section 32 of the Banking Act of 1933 for &
Permit to serve at the same time as director of The lMerchants
hf*tional Bank of Boston, and as officer of Lee, Higginson Corpora-
tion, a desler in securities, both of Boston, Massachusetts.

: "The Federal Reserve Board has reached the conclusion that
1t wms the intent of the Congress in enacting Section 32 to ter- v
Tinate all relationships of certain types between member banks
8nd dealers in securities, apperently because it felt that such
TSlationships might tend to influence the banks' credit and in-
Vestment policies and their advice to their correspondent banks
8nd other customers respecting investments in a manner which the
Ongress deemed to be incompatible with the public interest. The
°ard accordingly feels that it may not properly grent permits
& a~u‘chorizing; relationships which are actually of the kind referred
© in that section and that its authority to issue permits should
® exercised only in exceptional cases; for exemple, those which
4re included within the literal terms of the stetute but which
a?e actually of a kind different from those et which its provi-
Slons were directed.
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"It appears that Lee, Higginson Corporation is primarily
engaged in the undervriting and distributing of securities and
that, therefore, the relationship covered by your application
is within the class which that section was designed to terminate.
Accordingly, the Boerd is unable to find that it would not be
incompetible with the public interest as declared by the Congress
to grant your applicatiocn, even though nothing has been called to
its attention which would reflect in any degree upon your desir-
ability as a director of the bank, except that the relationship
covered by your epplication is within the prohibitions of Section

"The Board understands that Lee, Higginson & Company is in-
active and that it does not contemplete any new business, and
Will confine its activities to the liquidation of its assets.

"As is indicated by the footnote 1 of the Federal Reserve
Board's Regulation R, Section 32 has reference only to the busi-
ness presently transected by the organization in question and not
to the business which may heve been tronsacted by it in the past.
Although it is not entirely clear from your epplication and ac-
Companying papers what transactions may be invelved in the liguida-

tion of the assets held by Lee, Higginson & Company, it would ap-
p Pear that, if such liquidation involves merely the sale of those
¢ 8ssets and does not involve the engaging in any new business in
Connection with such liquidation, Section 32 would not be applicable
to your service as = pariner thereine.

"In the event that you desire to submit further facts or argu-
Ments in support of your application, the Board is prepared to
give them careful consideration. However, any such additional
facts or arguments should be sutmitted as promptly as possible,
in vriting, through the Federal Reserve Agente

"Your attention is called to the fact that Section 8A of the
Clayton Act makes it unlawful for any director, officer, or em-
Ployee of any bank, banking association, or trust company orgeniged
Or operating under the laws of the United States to serve at the
Stme time as a director, officer, employee, or partner of any or-
Banization (other then & mutual savings benk) making loans secured
Y stock or bond collateral other than to its own subsidiaries.
The Board is authorized to issue permits under certein circum-
s‘F&nces covering relationships of the kinds described in that sec-

ion. However, the provision of Section 8 which authorizes the
%ard to issue permits refers only to banking institutions of cer-
Fain classes, and the Board is, therefore, without authority to
18sue permits involving relationships between national benks end
& °rgeni zations which are not banking institutions of the classes
Teferred to. Therefore, if Lee, Higginson Corporation makes
%8ns secured by stock or bond collateral, whether in c onnection
Vith the carrying of mergin accounts or otherwise, snd if it is
n?t & benking institution of one of the kinds referred to in Sec-
tion 8, the Board would be without authority to issue & permit
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"under the provisions of the Clayton Acte In such a case, it
wuld serve no useful purpose for it to issue & permit under the
Provisions of Section 32 of the Banking Act of 1533, since such
& permit would not have the effect of making the prohibitions

of Section 8A of the Clayton Act inappliceble to the service in
question."

Approved.
Letter dated April 3, 1934, approved by six members of the

Board: to Mr. John J. licKeon, llew Haven, Connecticut, reading as

folloWS:

"The Federal Reserve Board has given consideration to your b

application under Section 32 of the Banking Act of 1933 for a
Permit to serve at the same time as director of the First Naticnel
Bank and Trust Company of New Haven, and as partner in the firm
Of Chase We Screnton & Compeny, a dealer in securities, both of

New Haven, Comnecticute

: "The Federal Reserve Board has reached the conclusion that
: 1t was the intent of the Congress in enacting Section 32 to ter-
minate all relationships of certain types between member banks end
d?&lers in securities, apparently because it felt that such rele-
tionships might tend to influence the banks' credit and investment
Policies and their advice toc their correspondent barnks and other
Customers respecting investments in a manner which the Congress
deemed to be incompatible with the public interest. The Board ac-
Cordingly feels that it may not properly grant permits authorizing
relationships which are actually of the kind referred to in that
Section, and that its authority to issue permits should be exer-
Clsed only in exceptional cases; for exemple, those which are in-
¢luded within the literal terms of the statute but which are actu-
8lly of a kind different from those at which its provisions were
directed.

"It appears that Chase We Scranion & Compeny is primarily en-
gaged in undervriting and dealing in securities, and that there-
fore, the relationship covered by your epplication is within the
¢lass which that section wes designed to terminate. Accordinsly,
the Board is uneble to find that it would not be incompatible with
the public interest as declared by the Congress to grant your ap-
Plicetion, even though nothing has been called to its attention
| Vhich would reflect in any degree upon your desirability as a di-
* Tector of the benk, except that the relationship covered by your
8pplication is within the prohibitions of Section 32e

"In the event that you desire to submit further facts or ar-
Suments in support of your applicetion, the Board is prepered to
Bive them careful considerstion. However, any such additional
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"facts or arguments should be submitted as promptly as possible,
in writing, through the Federal Reserve Agent.

“Your attention is called to the fact that Section 8A of
the Clayton Act makes it unlawful for any director, officer, or
employee of any bank, banking associetion, or trust company or-
ganized or operating under the laws of the United States to serve
at the same time as a director, officer, employee, or partner of
any organizetion (other than e mutual savings bank) making loans
Secured by stock or bond collateral other than to its owm subsidi-
aries. The Board is authorized to issue permits under certain
Circumstences covering relationships of the kinds described in
thet section. However, the provision of Section 8 which author-
1zes the Board to issue permits refers only to benking institu-
tions of certain classes, and the Board, is, therefore, without
authority to issue permits involving relationships between na-
Tional benks end orgenizetions which are not banking institutions
of the classes referred toe Therefore, if Chase We Scranton &
COmPany mekes loans secured by stock or bond collateral, wiether y
in comnection with the carrying of margin accounts or otherwise,
and if it is not a banking institution of one of the kinds referred
To in Section 8, the Board would be without authority to issue a
Permit under the provisions of the Clayton Act. In such a case,
1t would serve no useful purpose for it to issue a permit under
the provisions of Section 32 of the Banking Act of 1933, since
Such a permit would not have the effect of making the prohibitions
of Section 8A of the Clayton Act inappliceble to the service in
questions”

Approved.
Letter deted April 3, 1934, approved by six members of the

Boapg
®d, to lir. Lewis He Parsons, Philadelphia, Pennsylvania, reading

" follows:

"The Federal Reserve Board has given consideration to your
8pplication under Section 32 of the Banking Act of 1933 for a
Permit to serve at the same time as a director of Tradesmens LNa-
tional Bank and Trust Co. end as a partner in the firm of Graham,
Parsons & Coe, both of Philadelphia, Pennsylvenia.

"The Federal Reserve Board has reasched the conclusion that
iF was the intent of the Congress in enacting Secticn 32 to ter-
Minate all relationships of certain types between member banks
fnd dealers in securities, apparently because it felt that such
relationships might tend to influence the banks' credit and in=-
Vestment policies and their advice to their correspondent banks
8nd other customers respecting investments in a manner which the
Congress deemed to be incompatible with the public interest. The

oard accordingly feels that it may not properly grant permits
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"authorizing relationships which are actuelly of the kind re-
ferred to in that section, and that its authority to issue per=
mits should be exercised only in exceptional cases; for example,
those which are included within the literel terms of the stat-
ute but which are actually of a kind different from those at
Which its provisions were directed.

"It appears that Graham, Parsons & Coe is engaged in the
underwriting, purchasing, and selling of securities and that
therefore the relationship covered by your applicaetion is within
the class which that section was designed to terminate. Accord-
ingly, the Boerd is unable to find that it would not be incom-
patible with the public iaterest as declared by the Congress to
grant your application, even though nothing has been called to
its attention which would reflect in any degree upon your desira-
bility as a director of the bank, except that the relationship
ggvered by your application is within the prohibitions of Section

"In the event that you desire to submit further facts or ar- ]
guments in support of your application, the Board is prepared to
give them careful consideration. However, any such additional
facts or arguments should be submitted as promptly as possible,
$ in writing, through the Federal Resorve Agent."

Approved.
Letter dated April 3, 1934, approved by six members of the

B
®|rd, to Mre. Alfred Hoel, President of the Western National Benk,

D :
UWluth, Minnesota, reading as follows:

"Receipt is acknowledged of your letter of March 19, 1934,
in which you ask whether an individual, who is licensed to act as
& broker and who is an executive officer of a national bank, may
act as broker for customers of the bank in connection with the
Purchase and sale of securities, in view of the provisions of
Section 22 of the Banking Act of 1933,

“"The applicable portion of Section 32 is as follows: 'no
officer or director of eny member bank shall be an officer, di-
rector, or menager of any corporation, partnership, or unincor-
Porated association engaged primerily in the business of purchas-
ing, selling, or negotiating securities'. Since the statute re-
fers only to an 'officer, director, or manager' of an organization
Of the kind described, the mere fact that an of ficer or dirsctor
l Of a member bank, who is not connected with any organization of
the kind described in Section 32, acts as broker in his individual
Capacity would not meke that section applicable to hime In this
Comnection, your attention is called to the I'ederal Reserve Bul-
letin for December, 1933, pages 770 = 771,

"The question whether an individuael, who is licensed to act
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"as broker and who is an exccutive officer of a member bank,
may appoint an agent or agents to act for him, would appear %o
be a question dependinz upon local law and it is assumed that
you do not desire a ruling by the Federal Reserve Board on this
questione"

Aporoved.

Letters dated April 3, 1934, approved by six members of the

Board: to applicants for permits under the Clayton Act, advising of
®PProval of their applications as follows:

lire R, L. Gallaher, for permission to serve at the same time as
& director and officer of the First State Bank, Caryville, Ten-
nessee, and as a director and officer of The First National Bank
of Coal Creek, Coal Creelk, Tennessee.

Mr, M, 0. Grangaerd, for permission to serve at the seme time as
an officer of the First National Bank and Trust Company of Iiin-
Neepolis, liinneapolis, linnesota, as a director and officer of
The Security National Bank of Willmar, Willmar, linnesota, and
as a director of the Federal Reserve Bank of lMinmeapolis, Minne-
apolis, Minnesotase

lr, W. L. Dresslor, for permission to serve at the same time as
a director end officer of the Stock Yards National Bank of South
Omeha, Omaha, Nebraska, and as a dirsctor of the South Omaha
Sevings Bank, Omaha, Nebraska.

lire Jase Be Owen, for permission to serve at the same time as a
director and of ficer of the Stock Yards National Benk of South

: 8, Omaha, Nebraska, and as a director of the South Omaha Sav-
ings Bank, Omeha, Nebraskae

Mr. W. A. Sawtell, for permission to serve at the same time as a

director and officer of the Stock Yards National Bank of South
Cmaha, Omaha, Nebraska, and as a director of the South Omaha
Savinzs Bank, Omeha, Nebraske.

Approved .
There were then presented the followins applications for oripg-
1
81 or ada

itional stock, or for the surrender of stock, of Federal

Tg
88rve banks:
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ﬁggiipations for ORIGINAL Stocks: Shares

Vistrict Yoy Z.
irst National Bank in Charleroi, Charleroi,
Pennsylvania 72 72

D'-}S'bric-t Noe. 11,
irst National Bank in Groveton, Groveton,

B Toxas 66
8kell National Benk, Haskell, Texas 33 99
Total 171

‘A‘, lications for ADDITIONAL Stoock:
ﬁ:\tfgi@ Vo, 7. g :
ndiana National Bank of Indianapolis,
Indianapolis, Indiana 150 150

District No. 12.
® Washington National Bank of Bllensburg,

TheEllensburg, Washington 5
Commercial Benk of Spanish Fork, Spanish
Fork, Uten 6 11
» Total 16l

Apits At
FRlications for SURREIDIR of Stocks
~Strict Wo. 3. s

® *irst NWational Bank of Hegins, Hegins,
femngylvania 84 84

Distpi ap
Ehiffigﬁ los 8.

® First National Bank of Wilsonville,

Wilsonville, I1linois 18 18
Dist - =
T\\E'_c;t.ﬂo. 10.
e Lyons Tational Bank, Lyons, Kansas 36 36

Digt s
Troirict Ho. 11.
ehhouger National Bank of Robstown, Robstowm,
“exag 33 33

Iﬁ.s‘tr‘ -
ml‘c‘t__ I\'Oo 12

Y irst National Bank of Tonasket, Tonasket,
ashingston 29 29
Total 200

$ Approved.

Thereupon the meeting adjourned.

Y oW

Approved, : M
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