i

A meeting of the Executive Committee of the Federal Reserve

B
%8ard wag held in Washington on Thursday, ¥ay 10, 1934, st 4100 pe m.

PRESENT: Mr. Black, Governor
Mr. James

Mr. Thomas
IMr. Szymczak

Mre Morrill, Secretary
lir. Carpenter, Assistent Secretary
Mr. Bethea, Assistent Secretary
Mr. Martin, Assistent to the Governor
The Commiftee considercd and ‘acted upon the following matters:
Yemorendum dated Mey 85 1934, from Mr. Noell, Assistant Secre-
b Steting that li. liooney, Chief Telegraph Operator, has requested
Perpgy
S8ion to employ a vacation relief operator in the Board's tele-
Sraph
°ffice during the months of June, July, and August, 1934, with
Salay
v at the rate of $165 a month, and recommending that the request
® proveq,
Approved.

Telegram dateq May 8, 1934, approved by six members of the

Bog
rd,
By, = Ve, Stevens, Federal Reserve Agent at the Federal Reserve
ke
£ ¢
B hlcago, referring to the application of the "Farmers State
4}

3 1“0
£ Iltague, lMchigan, for permission to withdrew immedietely
On

Tiemb ;
g °TShip in the Federal Reserve System, and steting that the
r

iy,
to ®S the usual requirement of six months' notice of intention

drg
8 W and that, accordingly, upon surrender of the Federal re-
epw

b&nk

B stock issued to the Farmers Stete Bank, the Federal Reserve
of

th@re *tago i authorized to cancel such stock end make a refund
on,

Approved.

o
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Letter dated May 9, 1934, approved by six members of the

BO&rd, to lir. Stevens, Federal Reserve Agent at the Federal Reserve

Banye

of Chicago, reading as follows:

"Reference is made to the report of examination of the
Adrian State Sevings Bank, Adrien, Michigen, as of larch 12,
1934, and to Mr. Young's letters of April 10, 14 and 16, in con-
Bection therewithe
"The bank was not licensed after the nationel banking holi-
and was reopened on December 9, 1933, under a plen of re-
Organi zetion which provided for a waiver of 50 per cent of unse-
Jured deposits. The report of examination discloses that the
ank ig §ti11 in an unsatisfectory condition, with a substantial
dmount of criticised assets and a management regarded as lax and
s8fficient. Prior to the reopening of the benk, the State
D b.lng Commissioner stipuleted that the former president, Be E.

°%las, who had dominated the bank in the past, should have no
g;r in the active management of the reorganized bank and he was,
eTefOPG. not continued as an officer or director of the reor-
g&n}zed institution. In January, 1934, however, he was elected
8 irector, and your exeminer now reports that B. E. Tobias again
ingarS to dominate the situation, even retaining his old office
chay © bank, 1lr, B. E. Tobias is also one of the trustees in
Yo, 8¢ of the trusteced assets, and your examiner reports that
tionLOblaS operates the trust as he sees fit, that his administra-
ig of the trust has been anything but satisfoctory, and that
“dthSQIary of $200 a month as trustee seems to be out of line
a8 results accomplished.
rGVeallhe report of exemination made by one of your examiners
S also a complete lack of harmonious cooperation in the
Others staff, with each employee seemingly suspiciocus of the
089' I? appears also that lir. Faulhaber, the former cashier,
contianSlgnation was required on account of irregularities,
Cesg tzeg to have a desk in the benk and was permitted free ac-
Dermi i+, he banking quarters where only bank employees should be
that, ), 02 8nd that the State bank exsminer was forced to demend
the b&né Faulhaber be denied access to the working quarters of

day,

1] o
1'9<>en'b]I_Jc 18 noted that the Deputy Cormissioner of Banking has
b ;i d189ussed the situation with several directors of the
“istantncludlng Be E. Tobias; that it is proposed to make As-

b&nk 5 @shier loore, who recently became associated with the
preﬂidentls considered competent, cashier; that the present
that of the institution, Mr. Vhitney, has given assurances

him8$1: Eealizes his responsibility and that he will not subject
8ioner °f° the will of lir. B. E. Tobias; that the Deputy Commis-
Banking feels certain that the undesirable influence
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"of Mr. B. E. Tobias has now been eliminated, even though he has
Dot actually been removed from the board; and that in view of
8ll of the circumstances it is the feeling of your office that
Do action be taken at this time under the provisions of Section
O of the Banking Act of 1933, but that the present management

© given an opportunity to show its good faith.

"This situation demands the continued and vigilant attention
of the supervising euthorities, and it is understood that your
Office and the State Benking Department are keeping in close
touch with the situation. The Board is surprised to learn that

* B¢ E. Tobias, whose elimination from the manegement wms de-
Manded at the time of the reorgenization of the bank, is again a
dominant factor in the bank's affairs, but notes that your office
feels that no action should be teken regarding the management at

18 time. However, the Board desires to be advised from time
%o tine regarding the progress the bank is meking in effecting
Orrections in its condition end as to whether or not the affairs
°f the bank are being properly administered. The Board under-
gtands that another thorouph examination of the bank will be made

% ’ yg One of your examiners sometime before the close of the current
ar,

"According to the anelysis submitted and the recommendation
rtification, the bank has capital stock of $150,000, and a
Por BPital structure of approximately $140,000 after allowance
for he Operating deficit and assets classified as loss or doubt-
Tp. -, ¥ 18 noted, hawever, that the bank plans to eliminate the
oy SUees' Liquidating Account of $23,227, which wes not clessified
S doubtfyl or loss in the report of examination, through reduc-
t::n'°f'common capital stocke It is not understood why the TTus—
subs- quuidating Account, which on the basis of the information
redml Yed is a collectible msset, should be eliminated through a
p°8:°tl°n in capital stock unless the entire amount of the pro-
benefireduction of $50,000 in capital stock must be used for the
of thet of “the Liquidating Trust, in which event the net amount
Cire bank's actual capital does not exceed $1003000. In the
vise“$Stances, therefore, it will be appreciated if you w111'ad-
£ cq he Boarg as to the plens regarding the proposed reduction
credizital stock and whether the funds thus released can be
for thed to the bank's undivided profits account or must be used
w8 benefit of the Liquidating Trust.
Youggr . '© Momorandum dated November 13, 1933, submitted with kr.
ganiiai_letter of November 17, 1933, regerding the proposed reor=-
buildinlon and reduction in cupital stock stated that the b?nk
legy fu% Would be reduced from $80,000 to $65,000 and that in the

8x¢ Ure the account would be further reduced to an amount not

for q¢

buiizging $50,000. The report of examination, however, shows Fhe

at leagt §° be carried at $80,000, which the examiner reports is
¥40,000 in excess of its true velue, although no part of

Set wag classified as doubtful or loss, and further advice

8uch




1337 |
#‘ 5/1Q/34 -l

"as to the plans for reducing this asset to a reasonable velue
Will be appreciated. >
"On the second page of the exeminer's comments in the report
Of examination it is stated that notes and mortgages accepted in
Pﬁyment of the assessment are carried in the assets of the bank,
Wnile the agreement under which the bank was reopened provides
that the proceeds of the assessment shall go to the truste The
Moaning of the statement in this comection is not quite clear,
48 according to the reconcilement of the Stockholders Liquidating
decount the trust had already been credited with $101,137.02, the
8mount of the assessment collected. It will be appreciated if
YOu will clarify this matter and forwerd a copy of the trust
8greement between the bank and the trustees.
& "The Boerd notes the comments of your examiner to the effect
hat the town of Adrian does mnot need four banks, that it is pos-
Sib%e that a consolidation could be effected between this insti-
ug§1°n and the Commercial Savings Bank, and that one of the exec-
% Ve officers of the latter had stated that they would take over
® deposit liebility of the Adrian State Savings Bank provided
oz ®quivalent assets were acceptable, and it is understood thaet
* in Sideration is being given to the possibilities of strengthen-
] € the banking situation in Adrian through merger."

Approved.

2 Telegram dated May 8, 1934, approved by six members of the
Oarq
* %o M, leClure, Federal Reserve Agent at the Federal Reserve

of )
Kanses City, reading as follows:

]
Moy 1 Refer your wire Mey 5. Board grants extension of time to
Kangg.’ 1984 within which 'The First Stete Bank', Ness City,

® may accomplish its membershipe"

Approved.

L
Bgm‘ etter dated May 8, 1934, approved by five members of the

to )
Y. MeClure, Federal Reserve Agent at the Federal Reserve

£ K .
Qngag City, reading as follows:

]
of theRefefence is made to the report of credit investigation
25, 1934 Pire Trust Company, St. Joseph, Missouri, as of Jenuery
"Th; and the information submitted in comnection therewith.
nﬁtted eonditions of membership under which the bank was ad-
lembership provided that its capital stock should not
except with the permission of the Federal Reserve

be reduCBd
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"Board. It is understood that in order to provide for the elim-
ination of estimated losses and depreciation in securities, the
bank contemplated a revision of its capital structure through
the sale of $100,000 preferred stock to the Reconstruction Finance
Corporation and the reduction of a like amount in its common
stocks If the proposed reduction in common stock hes not already
been effected, you are requested to cell this condition to the
8ttention of the bank and transmit to the Board the request of ‘
?e bank for permission to reduce its capital stock, together
With pertinent details of the plan and your recommendation in the
Iatter. In the event that the proposed reduction in common capi-
tal stock has elready been effected, please furnish an explanation
of the benk's failure to request the Board's permission to make
the reduction and your recommendation as to the action, if any,
Which should be taken in the circumstences, and also advice as
© whether your Counsel is satisfied as to the legal aspects of
© transaction and whether the transaction has been approved by
€ appropriate State authorities. Please forward, also, copies
§ 8ny ‘amendments to the articles of incorporation of the benk in
°nneﬁtion with the changes in its capital structure.
of Neither the report of credit investigation nor the analysis
5 he report indicate that an exemination was made of the trust
ceg:it@ent. VWhenever possible examinations for the purpose of
el fication should include an examination of the trust depart- f
depa;t If, for any reason, it is impracticable to examine such
= ment at the time of the exemination of the other departments,
reporeport of examination should be accompanied by & copy of the
B Tt of the latest available examination of the trust department
PPlemented by such additional information as may be available,
ygu are requested to forward such information in this case.
a8 g iﬁ will be appreciated, also, if you will advise the Board i
uea @ corrections made by the bank following the examination.
to 3229h3 report of examination lists real estate loans amounting
Tecopg »800_s01d by the bank vithout recourse. The Board's j
Whey iz ?0 not ?ndicnte that the bank was engaged in such business
st&ndardwas a@m%tted to membership in 1925. As indicated by
the BOardcondltlon of membership numbered 12 now being prescribed,
i does not look with favor upon banks engaging in the bus-
% selling loans, either with or without recourse, and you
natterquested to acquaint the bank with the Board's views in the
banye diand Suggest as a matter of sound banking policy that the
wsocontinue the practice. 3
Pire s 158 noted thet an incorrect report of the affiliated Em-
to the Be Deposit Compeny, as of December 30, 1933, wes submitted
Boarq as°?rds and it will be appreciated if you will advise the ¢
Marep 5 Yo the nature of the bank's reply to your letter of |

the bage 1984, in this commection end as to the circumstences in

.lneSs o

Approved. ’
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Letter dated May 9, 1934, approved by six members of the
B
Q&rd, to lire McClure, Federal Reserve Agent et the Federal Reserve
k of Kensas City, reading as follows:

... Reference is made to your letter of April 30, 1934, trans-
mWtting the request of the State Bank of Wheatland, Vheatland,
lyoming, for permission to invest approximately $16,000 in a
Puilding to be used as banking quarters.

"In view of your recommendation and the fact that the in-
Vestment of such an emount does not appear to be unduly large
cr ?mProper or otherwise violate the spirit or purpose of con-
di?1°n numbered 8 prescribed in.comnection with the bank's ap-
p110&’?'10n for membership, the Board interposes no objection to
:uch investment in an amount not to exceed $16,000, and it is
®quested that you advise the bank accordingly.
"It is suggested that you acquaint the bank with the Board's
which are kmown to your office with respect to making ade-

Provision for depreciation in banking quarters owmed."

Views
Quate

Approved.

Letter dated lay 8, 1934, approved by six members of the

Bo
Ard, 44 Mr, 0'Connor,

N Comptroller of the Currency, reading as fol-
Ows

1"
Sep In accordance with your recommendation, the Federal Re-
"The o8rd approves a reduction in the common capital stock of
Sippy ag°&gogla Netional Bank of Moss Point', Moss Point, Missis-
they, %h rom $75,000 to $45,000, pursusnt to a plenr which provides
Lorreq etb 's capital shall be increased by $75,000 of pre-
ang Svock to be sold to tine Reconstruction Finance Corporation
rO8ponas the released capital shall be used to eliminate a cor-
tion, aing amount of substandard assets and securities deprecia=
"y cgs set forth in your letter of May 1, 1934.

in Capity Nsidering the plan under which the proposed reduction

Of the is to be effected it has been noted thet, on the basis
extendedaSt report of examination, this institution was in an
bg and frozen condition, and that there will remein in the

deprecia:? the Proposed eliminations are consummated, securities
Sidepgy . O amounting to approximately $78,000 which, if con-
appr0xim:'l°ssy Wwill impair the bank's capitel to the extent of
theg 0¥ ¥62,000. It is assumed, hovever, thet you have

&0 y:tl°PS in mind end that whenever it becomes feasible
&eticablef"W111 require such further corrections as may be

Approved.
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Letter dated May 9, 1934, approved by six members of the

%ard, 4o lire O'Connor, Comptroller of the Currency, reading as fol-
1°W3z

"In accordance with your recommendation, the Federal Reserve
epproves a reduction in the common cepital stock o? 'The
ermen's National Bank of lenominee', Menominee, lichigan,

m $100,000 to §75,000, pursuaent to a plan which provides that
© bank's capital shall be increased by $50,000 of preferred
Stock to be s0ld to the Reconstruction Finance Corporation, and
that the released capital, together with a portion of the bank's
SUrplus and/or undivided profits, shell be used to eliminate un-

satiSfactory assets aggrogating approximately $60,000, all as
88t forth in your memorandum of lay 1, 1934. .

s "In considering the plan under which the proposed reduction
1 common capital is to be effected, it was noted that the set
Curities depreciation remaining in the bank's assets, if consid-
gied &3S a loss, would impair its capital to the extent of ap-

# 0

Boarqg
Lump
fro

Ximately $12,700, It is assumed, however, that you have this
*odition in mind and that whenever it is feasible to.do 80 you
Tequire such further corrections as may be practicable.

Approved.
! Letter dated llay 8, 1934, approved by six members of the
OQrd !
1 * To the chairmen of all Federal reserve banks, reading as fol-
Owg s

01039:;In its letter of April 30, 1934 (X-7878), the Board in-
tor whf f°? your confidential information only, a copy of a let-
% *Ch it had addressed to the Comptroller of the Currency
0% SPOnse to @ request from him for rules viich might be given
complanners 85 a guide to them in determining whether ?anks are
Positzlng With the requirement of Regulation Q that savings de-
®onsist of funds accumulated for bona fide thrift purposes.
to thg 8 in the letter of transmittal, the copy of the letier
M aiq omptroller was submitted to the Federal reserve bank as
CXeming it in the performance of its duties in connection vith
wetons of member banks.
to the 2 View of the fact thet repeated requests have been mgde
to y, °8rd for a statement as to the practical interpretation
thrift 2¢ed upon the phraese 'funds accumulated for bona fide
8ible purPOSes', and, in order to be as helpful as may be pos-

Pringjy), e Member banks, it is believed that certain of the
Ples sot fortn in the Board's letter to the Comptroller
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"should be mede available to such banks to assist them in clas-
8ifying deposits which may constitute savings deposits. Ac-
Cordingly, there is inclosed herewith a statement in regard to
he classification of deposits as savings deposits within the
Meaning of Regulation Q, and the views expressed in the inclosed
Statement may be communicated to member banks and to others in
Such manner as may eppear to be desirable.
: "Except to the extent indicated by the inclosed statement,
1t is not intonded that the views expressed by the Board in its
letter o the Comptroller (X-7878-a) should be communicated to
Member banks or to others."

Approved.
Letter dated May 8, 1934, approved by six members of the
ard, to Honorable Duncan U. Fletcher, Chairman of the Committee on

B
m&ing and Currency of the United States Senate, reading as follows:

Co ."This refers to the letter from the Acting Clerk of your

en:glttee, dated March 21, 1934, inclosing a copy of S. 3100,

8 tled 'A Bill Yo emend section 33 of an Act to provide for the
int:r &nd more effective use of the assets of banks, to regu}ate
3pecr'b control, to prevent the undue diversion of fumds into
o woulative operations, and for other purposes', and requesting

FePort thergon.
kntyy, o0tion 55 of the Banking Act of 1933 amended the Clayton
desi_ruSt Act by adding after section 8 thereof a new section,
om Enated section 8A, which forbids any director, officer, or
3 Ployee

A of any bank, banking essociation, or trust company,
§&nized or o

to e perating under the laws of the United States',
Corpo 8t the same time a director, officer, or employee of &
Y8tion (other then & mutual savings bank) or a member of &

enizship 'organized for any purpose whatsoever' which shall

885004 ans secured by stock or bond collateral to eny individual,
aidiar;§1°n: Partnership, or corporation other than its owvmn sub-
8.

My
it “hile the

18 belj
:i Oredit peoo s

8io
rean iy

purposes of this section are not entirely clear,
hat they are generally to prevent en undue use
for speculative purposes and to supplement other pro-
: the Banking Act of 1933 which were designed to dis-
1°&na Corporationsg engaged in commerce or industry from msking
© brokers op dealers in stocks and bonds, i.e., the so-
°bjectg Tokers loans for others'. It seeks to accomplish these
“hich y Preventing individuals associsted with organizations

fro Bervznloans on the security of stock or bond collateral
Ployeq S

8 of at the seme time es directors, officers, or em-
banks organized or operating under the laws of +the
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"Unites Statess
"It is not believed that this section was actuelly intended
€0 prevent the same person from serving es director, officer or
®mployee of two or more banks; but the conclusion that it has
hat effect seems inescapable, because banks clearly are included
2 the broad term 'corporation * * * organized for any purpose
a?soever' and also because the specific exception of mutual
S&vings banks indicates that all other banks which meke loans
On stock or bond collateral are included. It is believed, there-
fore, that the amendment contained in the bill, S. 3100, which
Would broaden the exception so as to apply to all banks insteed
oL mutual savings banks elone, is in harmony with the real pur-
POSes of the section and should be edopted. It is believed,
oWever, that certain othor amendments to this section should
also be adopted.
- ?Because of the very comprehensive language employed, and
% z:clally the words 'corporation * * * organized for any purpose
typ soevert, section 8A has been found to apply to certain other
posgs gf Situations which are not believed to be within the pur-
o tﬁ the §tatute; and there is respectfully submitted herewith
&men © consideration of your Committee a draft of a bill to
of th Sgld section 8A which has received the careful consideration
qu6 iz card and which it is believed will meet the principal ob-
itg N8 to that section without affecting the accomplishment of
Primary purposes.
theip Mumerous momber banks have suffered the loss of some of
of Most veluable directors and are threatened with the loss
corers solely because such directors are officers or directors
0011atggritions which occasionally meke loans on stock or bond
are opp al to the}r own officers and employees or because they
an &gricziis or directors of corporations engaged primerily in
Siona)y ural, industriel, or commercial business which occa-
to thei¥ make such loans to their own customers as en incident
® made Principal business; and it is felt that the statute should
ne -08pplicable to such situations.
ing Ac:e°t1°n 8A as originally enscted in section 33 of the Bank-
tions of 1933 specifically excepts from its operation corpora-
ang < 3
®ral on) Partnerships vhich meke loans on stock or bond collat-
B°ard thy to ?heir own subsidiaries; and it is the view of the
Yigy v this exception should be extended to include those
Yoy, S5 © such loans only to their own officers and employees.
on th, Porations meke loans to their own officers and employees

°nmlo;zn stock for the purpose of enabling such officers
m5e§ % become stockholders of the corporations and
imes moke loans to their ovm officers or employees
e in fior bond collateral in order to assist them when they
Bancial difficultios. Obviously, such loans are not

tent of the stetute, although they are clearly
anguage thereofs

O‘bhers 56
on gt

Wit}}fim the in

1 the )
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"Numerous cases have come to the Board's attention in
Wwhich corporations and partnerships engeged primerily in in-
dustrial, commercial, or agricultural business sometimes make

%ans to their own customers on the security of stocks or bonds
85 an incident to their principal business; end it is believed
that such loans are not within the intent of the stetute if they
2;9 not made for the purpose of enabling such customers to pur-

88e or trade in stocks or bonds.

"The amendments contained in the inclosed draft of a bill
to ameng section 8A have been drawn with a view of making ex-
g:Ptions covering these clesses of cases and at the same time
the{zlllard carefu}ly agalns? any evasion o? t@e ?rue purposes of

: We In this commnection, attention is invited to the pro-
ZESZOWhich grevents the exceptions.from applying in the case

rporations or partnerships which meke loans to brokers or
®alers in stocks or bonds or which meke loans to finance the
Pgrchase or sale of, or trading in, stocks or bonds other than
e e e e
T u )
Septe;ﬁttontion is also invited to the fact that, under”date of
t State er 10, 1917, the Acting Attorney General of the United
layts rend?red en opinion with respect to section 8 of the
Yoes gn Antltr?st Act in which he held that the phrase 'organ-
includr operating unde? the laws of the United States' does not
systeme State benks vhich are members of the Federal Reserve
the 4 + The reasoning of the opinion is equally applicable to
there?me Phrase as used in section 8A of the Clayton Act; and,
interlgrzf The Board has ruled that section 8A does not forbid
Porat, °° ing relationships between State member banks end cor-
Stocis Or partnerships which may make loans on the security
secty or bon§ collaterals It is believed that the purposes
Siong on 84 will be accomplished more effec?ively if its pro-
the Fedeare made epplicable to State banks which are members of
Clats on fal Reserve System as well as to national banking asso-
b S5 and the inclosed draft of a bill would place national
by Strzn? State member banks on the same basis in this respect
trugt co;ég out the words 'any bank, banking association or
zhited Stizzy'Organlzed 9r o?eratlng under'the laws of the

he Federq) 8° and substituting the words 'any member bank of
Tk g &1 Reserve System'. Incidentally, this chenge would
L&nd Banksectl°n inapplicable to Federal Reserve Banks, Federal
Bankg &nds’ Federal Intermediate Credit Banks, Federal Home Loan
Vithiy h s%mllar institutions, which are not believed to be

"Fore ;ntent of the sectione
1 existinle reasons stated above and in view of the fact that

934, the Fg Provisions of lew beceame effective on January 1,
inclosezdgfal Reserve Board recommends the enactment of
80tioy . s i1l at the earliest practicable date. In this

* 1% should be noted that the inclosed bill would
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"fU11y accomplish the purpose of S. 3100 to make section 8A in-
8pplicable to interlocking relationships between banking insti-

tutions; and, therefore, it could appropriately be substituted
for S. 2100."

Approved.

Letter dated liey 8, 1934, approved by six members of the

Bo
rds €0 Mr. J. W, Rixey Smith, Secretary to Honorable Carter Glass.,

Un.
teq States Senator, Washington, D. Ce, reading as follows:

g "Reference is made to the letter addressed to you by lMre
wé' furie Smith on March 14, 1934, and previous correspondence,
hlch you referred to the Federal Reserve Board, with regard to
tre Vriting of title insurance or other forms of guaranty con-
aacts by member banks. It is understood that Mr. Leurie Smith
erz reference to State banks admitted to membership in the Fed-
& eserve System, since national banks are not authorized to
ngagﬁ 1n business of this kind.
Tent, Ure Leurie Smith's first inquiry is with regard to whether
Otheer banks which are authorized to write title insurance or
8 dz forms of guaranty contracts will be permitted to continue
State ;0- Under the provisions of the Federal Reserve Act, o
may o aPk admitted to membership in the Federal Reserve System
State JUilUe to exercise the corporate powers granted by the
&dmissiaws under vhich it was organized unless at the time of
Eroos °n to membership the bank, as a condition of membership,
exercis?Ot to exercise such powers. Accordingly, a State bank
Buereny Bg the right to write title insurance or other forms of
in the Y Contracts at the time of its admission to membership
agreg toedera} Reserve System end which did not at that time
aw.COﬁt.terlnate the exercise of such powers may under the
the BOarz?ue to exercise these powers. However, it has been
he iph 8 Pra?tice for some time to require that banks having
S O write title insurance or other forms of guaranty
Vsten 8; and applying for membership in the Federal Reserve
While theall agree that such powers will not be exercised
Poo] énk remains a member of the System. The Board does
O puay Yhat the writing of title insurence and other forms
b 8ty contracts are e iate functions for d itar
S X ppropriate functions for depositary
bership J;?titu’clons and, accordingly, benks admitted to mem-
SXeres g "ich have agreed as a condition of membership not to

"M: these.Powers are not permitted to do so by the Board.
Whothe,. © L8uUrie Smith's last two inquiries are with regard to
°T memb

of Buarag ey oL banks which vrite title insurance or other forms
statement Y contracts are required to disclose in their published
S The emount of their contingent liability under such
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"insurance or guaranty contracts in force. The Board feels that
the reports and published statements of member banks should re-
flect the true condition of the institutions, snd it is the
Board's practice to require that reports of State member banks
Vhich are required under the law to be made to the Federal re-
8erve banks shall disclose all contingent liabilities as well
85 all direct liabilities of the member banks. Under this re-
Quirement any contingent liability of a State member bank on
8Ccount of title insurance or other forms of guaranty contracts
should be shown in reports of condition made to the Federal re-
Serve banks. Under the present law, howsver, such reports are
Not required to be published and the Board has no authority to
Tequire their publication. The form in which member banks pub-

ish reports of condition required by Stete law is controlled by
State authorities.
. . 'Tt is not the general practice of banks to show contingent
lisbilities in their published reports of condition; but the
Boarq wi1 give careful consideration to this question if the

8 is amended so as to require State member banks to publish

® reports of condition rendered pursuant to the provisions of

© Federal Reserve Acts

“In this connection, your attention is called to the fact :

tbat upon the recommendation of the Federal Reserve Board a "
bily (s. 2870) has been introduced in Congress which would amend ;i
°¢tion 9 of the Federal Reserve Act so as to authorize the Fed-
sral Reserve Board to prescribe regulations covering the publica-
. °n of reports of condition of State member banks. This bill, .
As Jou know, was passed by the Senate on March 28, 1934, and on ‘
rPril 95 1934, was referred to the Cormittee on Benking and Cur-
tzncy of the House of Representatives. It is understood that

&% Committee has not yet reported on the bill."

Approved.

. Lstter dated May 8, 1934, approved by six members: of the
Opq, ..
* Yo r, Case, Federal Reserve Agent at the Federal Reserve

°F Yew Yory, reading as followss
&Ppli"Th? Federal Reserve Board has under consideration the
Roberzatlon under Section 32 of the Banking Act of 1933 made by
* Drysdale for a permit to serve at the same time as a
of the Corn Exchange Bank Trust Company of New York,
.2 88 a director of the Lontclair Trust Company of lont-
> oW Jersey, and as a partner of Drysdale and Company of
ork, New York.
% & rider attached to form 99a, the applicant states:
'My firm is engaged primarily in the business of

director
NQW YOrk
laip
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"1buying end selling securities for others as stock brokers
on a commission basis; but it also buys and sells securi-
ties for itself and for its members, which latter business

I estimate at not more than five per cent of the entire bus-

iness of the firm.!

"In view of the principles steted in the Boerd's letter of
April 13, 1934 (X-7860) it would seem thet the firm of Drysdale
and Company should not be regarded as engaged primarily in the
business of purchasing, selling, or negotiating securities within

he meaning of Section 32, and that therefore a permit covering
the relationship described in this application is not necessary.
Accordingly, unless there are other facts which you believe
Should be called to the attention of the Board, it is suggested
hat you so advise the applicant."

Approved.
Letter dated May 8, 19534, prepared in accordance with the
S¢tion taken at the meetings on April 23 and May 3, 1934, end approved
E Y 8ix Members of the Board, to lir. Case, Federal Reserve Agent at
® Federe; Reserve Bank of New York, reading as follows: ;
"Reference is made to the applications of the following

amed persons, under Section 32 of the Banking Act of 1933, to
TVe at the same time as directors of the Discount Corporation

°§ Now York and as officers snd/or directors of the banks men- ?
°ned opposite their names:
S+ Sloan Colt Bankers Trust Company, New York City. i
The National Bank of !
Jameg 31 Tuxedo, Tuxedo, New York. ‘
» Perkins The National City Bank

W of New York, New York City.
nthrop W, Aldrich  The Chase National
Bank of the City of

D New York, New York City.
Whem B, Sherer Corn Exchange Bank

Wit Trust Company, New York Citye.
Hlien ¢, Potter Guaranty TruZ£ Company ?

Wi g, G of lNew York, New York City

ray, Jr. Central Hanover Bank
G°Pdon 5 and Trust Company, New York City
* Rentschler The National City
Bank of New York, New York City.

1
l&tio Tie Board reached the conclusion that, although the re-
8hips involved in these epplications are included vithin

n
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"the literal terms of Section 32, they are actually of a kind
different from those at which its provisions were directed and
has, therefore, granted all these applications since no other
facts appeared which in its judgment would make it incompatible
with the public interest to do soe ;

"As you know, all permits issued pursuent to the provisions
0? Section 32 are subject to revocation by the Board whenever it
finds, after reasonable notice and opportunity to be heard, that

he public interest requires such revocation.

"The Board feels that deslings in excess reserves or 'Fed-
eral funds' raise questions of considerable importance and may,
under some conditions, affect the credit operations of the Fed-
®ral reserve banks and thus become an element in their problems
of credit policy and control, more particularly when such deal-
ings involve transfers from one Federal reserve district ‘o
8nother.

& "It is the understanding of the Board thet the Discount
i°rporation, as a matter of policy, confines its dealings in
lederal funds to the Federal reserve district in which it is
g °Cated, neither buying from nor selling to benks or other or=-

%aniZ&tions outside of that district. This has been a material
20% influencing the decision of the Board that it would not now
ZEthhold its approval of the above listed applications because :
the dealings of the Discount Corporastion in excess reserves. t
seordingly, the Discount Corporation is being requested to ad- |
;;ze Yyou in cose there should be any change in its general policy '
Wil ;eSpect to such dealings, and it will be appreciated if you
you €ep yourself informed regarding the matter in order that 5
May edvise the Board. '
Rion .YOu will, of course, also understand that the Board's ac-
Wit 10 the present case cemnot be regarded as a precedent even
to Tespect to an organization engaged in a business similar
T gt t of the Discount Corporation, since in such a case it
itg anear.that the orgenization in question was conducting
in ¢ 5 8irs in such a menner, or was engaged in practices which,
the pubj?dg@ent of the Board, would make it incompatible with
! lic interest to grant applicetions involving it.
°rP0ra§?m the ?nformation submitted, it appears that Discount
aniy ion of New York is a dealer in securities within the
_®ach 0% zf Sﬁction 32 and the Board's Regulation R, and thet
of thig lhe New York City benks nemed in the first paragraph
the etter is regularly associated with the corporation in
b Tehasing ang selling of securities, since each regularly
Statesrom &nd sells to the corporation obligations of the United
the pr, and since each regularly mekes loens to the corporation,
Such °Ceeds of which are used by it in part at least to purchase
Securities,
Sach SUIQ‘hView of these facts, the Board is of the opinion that
bank is a 'correspondent benk' of the corporation
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"within the meaning of Section 32 and the Board's Regulation R
&nd that permits covering such reletionships are therefore
Necessary., The Board is prepared to consider the applicetion
Of each bank involved upon submission to it of FeReBe Forms 99e
ang 99d only, accompanied by a statement of the applicant speci-
fylng the functions as to which a permit is desired. You are
Tequested so to advise each of the banks involved.

"Moreover, on the basis of the information submitted, the
%8rd is of the opinion that the corporation, by rediscounting
f?Pkers' acceptances for the New York City banks named in the
t. St paragraph of this letter and by buying from and selling
© Them Federal funds, thereby in part effecting its primary
Eurp°59 of equalizing reserves, is a 'correspondent dealer' of
B&eh of said banks within the meaning of Section 32 and of the
%8rd's Regulation R and that permits covering such reletionships
aie therefore necessary. The Board is prepared to consider ap-
gnégations of the corporation to act as a correspondent dealer
5 ehalf of each of said banks upon submission to it of Federal
sta::VB Board Forms $9f and 99d accompanied by the corporation's

ment specifying the functions as to which a permit is desired.

Y
y °U are requested so to advise the corporation.” z

Approved, together with letters dated f
May 8, 1934, also epproved by six members *
of the Board (the letter to Mr. Colt was

approved by five members) to the epplicants

referred to in the letter to lMr. Case, ad- ,
Vising of approval of their applicationse f

3 Letter gateq May 8, 1934, approved by six members of the i
Arq,

to )
© lir, Hoxton, Federal Reserve Agent at the Federal Reserve i

of ps
Richmong, reading as follows:
e
applicéz? Federal Reserve Board has given consideration to the
1on of Bradford He Walker under Section 32 of the Rank-
Tectop ogf 1983 for a permit to serve at the same time as di- : ,
Virgip, o First end Merchents National Bank of Richmond, Richmond, s
tion, R;, &nd as director of John Ge Walker Investment Corpora-
o ommond, Virginias
Johy G-“W 1S application lMire Walker describes the business of
Q}EGP Investment Corporation as follows:
any d'“? business other than holding stock in one company,
n “Vldends received therefrom being immediately disbursed’'.
&Ppearine 8tatement of condition of the investment corporation
tlon c § on Forp 99¢ discloses that the assets of the corpora~

0 n
°F toey oot 80lely of §20,474452 cash in bamks, end §7,500,000
The Life Insurence Compeny of Virginia.
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"It appears from the above information that.John Ge ?ﬁ}ker
Investment Corporation is engaged solely in holding securl?les,
and therefore is mot primerily engaged in purchesing, selling
Or negotiating securities. Accordingly, Section 32 of t@e Banlk-
ing Act of 1933 is deemed to be inapplicable to the appllca§t's
Service to these two corporations. It will be appreciated if you
Will so advise the applicant.

"It is noted that in reply to Question Iios 5 on Form 99a,
the applicant states that he is also serving as vice-president
&nd director of Dominion Securities Corporation, which is stated

© be an 'investment trust'. It is assumed you have in mind the
POSSibility that the provisions of Section 32 may be app%ioable
Connection with his service to this corporation also.

Approved.
Letter dated May 9, 1934, approved by six members of the

°arg, 1o lr. Hoxton, Federal Reserve Agent at the Federal Reserve
B
ik op Richmond, reading as follows:
"'he Federal Reserve Board has given consideration to the
“PPlication of Waller C. Hardy under Section 32 of the Banking
St o 1933 for.a permit to serve at the seme time as a vice-
President ang director of the Kanawha Valley Bank, Charleston,
fost Virginia, as vice-president and director of the Greenbrier
Valley Bank, Lewisburg, West Virginia, and as pertner of Win-
°Ps Mitchell & Company, New York, New York.
thew 1D answer to Question 2 of Form 99-a the applicant states
1o% the business of Winthrop, Mitchell & Company is as follows:
ission broker, handling stocks and commodities on a purely
the ;SSion basis. Does not engage in underwriting flotations or

Olmnl

th Peration of pools.' However, it is not entirely clear, from
ohe. 2POVe gtatement, whether Winthrop, Mitchell & Company pur-
Bases ang

sells securities as a dealer or whether it confines
8 g businGSS exclusively to purchasing and selling securities as |
Toker,
That LIn 2 letter dated April 13, 1934 (X-7860), ?he Board ruled
Vho ©® Provisions of Section 32 are not applicaeble to a bro?er
ties rely eXecutes orders for the purchase and sale of SGC?rl-

i ehalf of others on the open market. Accordingly, it
kﬁtchee 8PPreciated if you will ascertain whether or not Winthrop,
ing th & Company transacts only business of that type. If you

i s C Such is the fact, please inform the applicant that the
of Section 32 are inapplicable to the relationship
¥ his application, and advise the Board."

Siong
Ovez.ed

Approved.
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Letters dated liay 8, 1934, epproved by six members of the Board,

to the following applicants for permits under section 32 of the Banking

Aet °f 1933; each letter steting that it appears that the relationship

“Tred by the application is within the class which section 52 was
Yosigneq to terminate, and that, accordingly, the Board is unable to find
that g vould not be incompatible with the public interest as declared by
the Congress +o grant the application, although in the event the applicant
“eaireg Yo sutmit further facts or arguments in support of the application
the Boarq i Prepared to give them careful consideretion:

EE. John M, Schiff, for permission to serve at the same time
S & director of the Chemical Bank & Trust Company and as a
8rtuer of Kuhn, Loeb & Co., both of New York, New Yorke

fi; Felix M. Warburg, for permission to serve at the same

> © 88 a director of the Bank of the Manhatten Company and

& partner of Kuhn, Loeb & Coe, both of New York, llew Yorkes

Approvede.

" Ietter dated llay 8, 1934, approved by six members of the Board,
Q 1.

[} StQVGnG’

o Federal Reserve Agent at the Federal Reserve Bank of
-

Cagg '

ty - Stating that the Board has given consideration to the applica=-

0 op g
T o

i Grant licPherrin, Des lioines, Iowa, for permission under the

0 >
aag ® Clayton Act to serve at the same time as an officer

'Pect
. °r of the First Federal State Bank, Des Moines, Iowa, end as
ofgp

Cepr
and director of the Central Netional Bank and Trust Compeny

t1W1 Des loines, Iowa, and that, upon the basis of the informe=
®forg

fop
Woulg

reWm e incompatible with the public interest. The letter also
ste

1%, the Board feels that the issuance of the permit epplied

® agent o commnicate to the applicant the Board's position
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. the matter, end to advise the Board promptly as to whether the applicant

“ires ¢, submit eny additional data, and, if not, as to what steps he pro=-

Poseg 4 take in order to comply with the provisions of the Clayton Act,
Approved.

. Letters dated May 9, 1934, epproved by six members of the Board,

: the T'espective Federal reserve agents stating that the Board has given

“:fizeration to the following applications for permits under the Clayton

feels 4 that, upon the basis of the information before it, the Board

: that the issuance of the permit applied for in each case would be

&g:::P:'ible with the public intereste Each letter also requested the

W ¢ ad°°m'mnicate to the applicant the Board's position in the matter,

%mi Vise the Board promptly as to whether the applicant desires to

e 4y additional data, and, if not, as to what steps he proposes to

Q
o
Tder to comply with the provisions of the Clayton Act.

W, 5
Ying Zseph Me Forsythe, for permission to serve at the same
How Yo:]: director of The Sherburne National Bank, Sherburne,

Ompay, $s and as g director of The National Bank and Trust
Y of Norwich, Norwich, New Yorke :

i,

Chy

43 g dt-;:' He Loucks, for permission to serve at the same time
Scott ®ctor and officer of the First National Bank of

O vep s Scottdale, Pennsylvania, and as a director and
COnnell °f The National Bank and Trust Company of Connellsville,
Sville, Pennsylvaniae

() S.
8 g dif; Bradt, for permission to serve at the same time
%llinois °tor of the First National Bank in De Kalb, De Kalb,
115.:105.3’ 8nd as a director of the Genoa State Bank, Genoa,

I,

E, p

38 an * Ellwood, for permission to serve at the same time
Dg g, ffice

3 i Do ; end director of the First National Bank in
N&nlz, Gotig alb, Illinois, as & director of the Genoa State
“tlonay %> Illinois, and as a director of The Citizens

of Lubbock, Lubbock, Texas.
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Yr, George He Hanson, for permission to serve at the s ame
ime as a director and officer of The First National Bank
°f Odebolt, Odebolt, Iowe, and as a director and officer of
he Kiron State Bank, Kiron, Iowme

U, Charles N. Stevens, for permission to serve at the same

ande 88 an officer and director of the First National Benk

Irust Company of Evanston, Evanston, Illinois, and as a
Tector of the Wilmette State Bank, Wilmette, I1llinoise

Approvede.
; Letter dated lMay 9, 1934, approved by six members of the Board,
® the ;
f°ll°W1ng applicant for a permit under the Clayton Act, advising

0
&ppr X
Vel of his applicetion as follows:
M
I:IQH' Chester Story, for permission to serve at the same
ROckpas & director and officer of The Rockport Netional Bank,
ort, Massachusetts, and as a director of the Day Trust
Boston, Massachusettse

Approvede
I 2
U connection with the above there was presented a letter, also

d Mg .
v 9, 1934, ang spproved by six members of the Board, to lMre He

Che
Ster g
t
s °T¥s Boston, Massachusetts, referring to his application under
b of the Banking Act of 1933 for a permit to serve at the same

ag a 44
g . Tector of The Rockport National Bank, Rockport, Massachusetts,

8 & i

' Pargp

ing th °r of Re L. Day & Company, Boston, Massachusetts, and stat-
at

Wit}ﬁn 8PPears that the relationship covered by the application is
%%l‘di 888 which section 32 was designed to terminate, and that,
ngly, +
h
ity ?

Yy

i Board is wnable to find thet it would not be incompatible
e

Publie
on ¢ interest as declared by the Congress to grant the applica-

] &lt
QI‘ ough in ‘bhe eve .t . . .
ap nt the applicant desires to submit further facts
n
thy 8 10 suppory of I lication the B ; to gi
m cap he epplication the Board is prepared to give

efuy
onsideration,

Approved.
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Letter dated liay 8, 1954, approved by six members of the Board,
to
the following applicant for a permit under the Clayton Act, advising
0
)
PProval of hisg application as followss

Ei;.George Fe Trotter, for permission to serve at the same

&b ® 88 a director and officer of The Western National Bank

of iﬁeblo, Pueblo, Colorado, end as & director and officer
e

American National Bank of Alamosa, Alamosa, Colorados
Approved.
Lettersg dated May 9, 1934, approved by six members of the Board,
s f°11°Wing &pplicants for permits under the Clayton fct, advising

of o
Dpr
°Val of their applications as follows:
My ;
sa;egiﬁln We Levering, Jre., for permission to serve at the
Balggy e @8 & director of The First National Benk of
Nbrcant?e’ Baltimore, Maryland, and as & director of the
*¢ Trust Company of Baltimore, Baltimore, Maryland.
My, '
ag L°iG° Hardman, for permission to serve at the same time
CWMmrcrector and officer of the Northeastern Banking Company,
B ®: Georgie, and as e director of The First National
Ommerce, Commerce, Georgisae
Yy
bl ;
time ailiam.w. Buchanen, for permission to serve st the same
Tryg Co& director and of ficer of the First National Bank and
°f the w?Pany of Ivanston, Evanston, Illinois, and as & director
lmette State Bank, ¥ilmette, Illinoise
* Bgy
Yine aslaA'_Nehring, for permission to serve at the same
2@ Ralp, pliTeCtor and officer of the First National Bank in
he Genoa g Kalb, Illinois, and as a director and officer of
tate Banl, Genoa, Illinoise

ke,
cha ]
tng g oot Be Tollg,

of 1 Sirector ang
g of

,

4 4d

glme a:a:d .; Williams, for permission to serve at the same

Rng of Milwne§t°r and officer of the Marine National Exchange

toy. Fficey 1Xee, Milwaukee, Wisconsin, and as & director
U8in, °f the Holton Street State Bank, Milweukee, Wis-

for permission to serve at the same
officer of the Marine National Exchange
ficerwaUkee, 14 lwaukee, Wisconsin, and as a director

of the Home Savings Bank, Milwaukee, Wisconsine

Approved.
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“ : There were then presented the following applications for original

Stock, T for the surrender of stock, of Federal reserve banks:

%i lications for ORIGINAL Stock: Shares
3 Btl‘ict Yo. 5

— e s

°°1§le ational Bank of Secaucus, 72 72
Scaucys, New Jersey
Dﬁ:trict No, 3,
oca ional Bank of Ocean City, 36 36
Say City, New Jersey

D gt
h:tg}et NO. 4.

Zeng Nati in West lMilton
West M1t ational Bank in We ’

o/

36
On, Ohio 36
Dii'“”ict 0a 7

'8t Ta 1 = )

d Onal Bank in Tigerton,

igertm- Wisconsin 36 36

Diatr $
* il‘stlf : tNQ. 10,

ati -
Goodlanzna%aﬁank in Goodland,

36 36
e Total 216
Sopy
i
gistr?::il‘;ns for SURRENDER of Stock:
Q Ri * 2.
8 Ricmond Ya¥iona) Bank of New York, 5
cuth Sidnd Hlll’ N’e"f York, I‘Io YI 33
By N

ve, yovional Benk of Elmira,
8.: New YOrk

66 405
Datps —=
r
s F;::tNO' 28
! 240 240
g;:tgiet No. 4

LTI

120

75 195
gt £10
ry
ho st No‘
9 ?1Pat N 70
n

32 32

30 30
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R Lcations pop SURRENDER of Stock: (Continued) Shares

strlct No. 12,
llfields National Bank of Brea,

r:a, California e
n;st National Bank of Condon,
on, Oregon 6 1
Total 1:014
Approved.

Thereupon the meeting adjournede

"@167117;‘1 howep

: Secretary.

Pprode‘

//C/?/w(

Governor.






