2000

A meeting of the Federal Reserve Board was held in Washington
on lionday, July 2, 1934, at 12:15 pe me
PRESENTs lir. Black, Governor
lxr. Hemlin
Mr. Jemes
Ilire Thomas
lir. Szymczak
Ixr+ O'Connor
ir. lorrill, Secretary
lir. Bethea, Assistant Secretary
Mre lartin, Assistent to the Governor
lre Wyatt, General Counsel
lr. Smead, Chief of the Division of
Bank Operations
Governor Black submitted for the consideration of the members
of the Board a draft of a proposed letter to the governors of all Ied-
| . eral reserve banks, inclosing a copy of a proposed letter to the Secre-
tery of the Treasury relative to the payment by him to each Federal
reserve bank of its proportionate part of the $139,299,557 which the
reserve banks may receive under the provisions of subsection (e) of
section 13b of the Federal Reserve Act, as amended by the industrial
credit act.
After a brief discussion, the proposed letter
to the governors vms referred to lMr. Smead with the
request that he review it and submit to the Governor
any suggestions he might wish to make with regard
thereto.
Governor Black also submitted a draft of a proposed letter to
the governors of all Federal reserve banks inclosing a copy of the
letter received under date of June 22, 1934, from Honorable Jesse

Jones, Cheirmen of the Reconstruction Finance Corporation, together

with a copy of Governor Black's reply dated June 26, 1934, in regard
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to cooperation between the Federal reserve banks end the Reconstruc-
Tion Finence Corporation in connection with the administration of the
Provisions of the industrial credit act.

After discussion, during which certain changes in
the letter were sugpested by various members of the
Board, the letter was approved in the following form:

"Enclosed I am handing you correspondence discussed at the
recent conference of Governors and Chairmen, to wit: letter
from Honorable Jesse Jones, of the Reconstruction Finance Corpor-
ation, to me under date of June 22, 1934, and my reply under date
of June 26, 1934.

"You will note that I made my reply as much along the spirit
of the discussion had in the conference as I could. I understood
the expressions of the conference to mean that the Reserve Banks
should not have joint action with the Reconstruction Finance Cor-
poration in the making of these loans but that full cooperation
between the two agencies in the interest of making the loans
could well be had.

"I believe that this cooperation in each bank will prevent
harmful competition between the Reconstruction Finance Corpora-
tion and your bank, the gppearance of an applicant before the Re-
construction Finance Corporation who had been declined by your
bank, end the possitility of e critical review of any action of
your bank by the Reconsiruction I'inance Corporation.

"I am expressing myself freely on this subject feeling thet
you are primerily interested in your bank doing 2 fine job in
the interest cf the small industrielists of your district, and
that you will work out the details of cooperation to affirmative-
ly accomplish the desired ends."

(Secretery's note: lir. Jones' letter of June 22, 1534,
referred to above, is quoted in the minutes of the meet-
ing of the Board with the Federal reserve asgents and
governors held on June 26, 1934, end, in order to com-
plete the record, Governor Elack's letter of June 26,
1034, to lr. Jones is quoted below:

"Your letter of the 22nd relative to cooperation in the met-
ter of moking loans to industry was today considered at our con-
ference.

"The conference felt that the law covering loans to industry
by the Reserve Banks specifically defines the functions and duties
of the Reserve Benks in the matter of meking such loans. This

law also provides for a Statutory Advisory Commitiee composed of
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"industrialisis and defines its duties and powers.

"The conference was of opinion that the Federal Reserve
Banks cannot waive the duties or obligations imposed by law by
any form of colleteral agreement. It believes, however, that
the Federal Reserve Banks will find meny ways in which they and
the Reconstruction Finance Corporation agencies can be of mutual
help by cooperating in exchanging informetion end expeditiously
handling the epplicetions that will come under the new legisla-
tion. To a considerable extent cooperation already exists in
fect, and it is the feeling of the confereonce that such further
working arrengements as may be necessary or desirable will be
developed most speedily and satisfactorily es the work progresses
in each bank.

"In the end we are all striving to aid industry end to that
end we will cordielly cooperate. In this way we will help to
aid Recovery.")

Consideration vms given to a letter dated June 28, 1934, from
Ire. Case, Chairmen of the Federal Reserve Bank of New York, referring
to recent correspondence between the bank and the Federal Reserve
Board in regerd to the retention of the services of lr. Carl Snyder,
General Statistician of the bank, end stating that the directors of
the llew York benk have again considered this question and have author-
ized lr. Case to indicate to the Board that their request to the Re-
tirement Committee of the Retirement System of the Federel Reserve
Banks, for the retention of Mre Snyder's services, contemplated that
he will be retained only until April 23, 1935, which is one yeer after
the date upon which he reached the retirement ege. The letter stated
also that, in view of this stetement of the intention of the directors
of the New York bank, it is requested that the Board approve the pay-
ment of lr. Snyder's salary at the rate of 311,000 per annum for the
period from July 1 to December 31, 1934. lir. lorrill stated that lir.
liller had requested him, if the subject of the letter referred to

above came up for consideration at a meeting of the Board during his

Digitized for FRASER
httpadfraser.stlouisfed.org/




2003

7/2/34 il

ana

absence, to advise the other members of the Board that, if they were
80 disposed, lMre. Miller would be willing to vote in favor of extend-
ing to December 31, 1934, the payment of lire Snyder's selary, with the
understanding that such action was finel end was accepted by the Fed-
eral Reserve Bank of New York as being & final disposition of the
case. lr. Miller stated, however, lr. liorrill said, that if a majority
of the members of the Board voted to extend the period to April 23,
1935, he could be recorded in accordance with the majority vote of the
Board.
After brief discussion, lir. Hamlin moved that the

Secretary be requested to prepare, for the consideration

of the Board, a draft of a letter to lir. Case advising

that the Board approves the payment of Lire Snyder's

salery to April 23, 1935, with the distinct understanding

that such action is final end that lire. Snyder's services
will terminate on that date. :

-~

Carried, Mr. James voting "no".

Governor Black stated that lire. Case, Chairmen of the Federal
Reserve Bank of lew York, had talked with him on the telephone recent-
ly in regard to the existing limitetion on the rate of interest which
mey be paid by member banks on time end savings deposits under the
provisions of the Board's Regulation Q and had addressed a letter to
him under date of June 29, 1934 inclosing a copy of & proposed cir-
cular letter which the board of directors of the Federal Reserve Bank
of New York has autherized lMre. Case, subject to the approvel of the
Federesl Reserve Board, to send to all member banks in the second Fed-
eral reserve district, calling attention to the maximum interest rate

of 3% which mey be paid by member banks on time and savings deposits
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under the provisions of the Board's Regulation @, end stating that
Ir. Case is authorized by the Federal Reserve Doard to call attention
to the fact that the 3% rate so established is o maximum rete for the
entire country, and should not be considered os a mandatory rate to
be paid on time and savings deposits by'mgnmer banks when in the in-
terest of sound banking conditions the payment of a lower rate is de-
sireble, and that, under conditions now preveiling, the New York bank
suggests that all member banks in the second district consider promptly
a reduction in the rate of interest paid by them on time and sevings

/ deposits 1o not more than 2%%. Governor Bleck read the proposed cir-

culer letter for the Board's informetion. Iire. Case's letter of June

S

29 also referred to copies of letters recently sent by him to Governor
Black which had been received by lr. Case from Mre. Joseph A. Broderick,
Superintendent of Banks of the State of New York, Ir. Cherles A.
liller, President of the Savings Banks Trust Company, New York, New
York, and lxr. Fe He Plumb, President of the Syracuse Clearing House,
Syracuse, New York, all of which recommended that the Federal Reserve
Board establish by regulation a lower meximum rete of interest than
that fixed by Regulation Q.

Governor Black stated that he had given careful consideration
to the proposed circular letter and had reached the conclusion that,
in his opinion, it should not be sent out by the Federal Reserve Bank
of liew York to its member banks; that in connection with this matter
he had also given consideration to the provisions of Section 24 of

the Federal Reserve Act, which provide that the rate of interest which
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may be paid by netional banks upon time and savings deposits shall not
xceed the maximum rate suthorized by law to be paid upon such deposits
by stete banks or trust compenies organized under the laws of the
stete wherein such national benks are located; and that the question
had occurred to him as to vhether, if the stete banking authorities of
iew York fixed a maximum rate of 2% on time and savings deposits, na-
tional banks end state momber banks would be authorized to pay interest
at a higher rate on such deposits. lir. Wyatt expressed the opinion
that, if the New York banking authorities took such action, neither
nationel banks nor state member banks in New York would have authority
to pay interest on time end savings deposits in excess of 2%%.

Governor Black said that he had been giving some thought to

1',

the advisability of requesting the Federal reserve banks to meke an-
other survey in their respective districts in order to determine vihe-
ther there wes eny apprecieble demand for a modification of the maximum
limit fixed by the EBoard in its Regulation Q with respect to the rate
of interest which may be paid by member benks on time and savings de-
posits, and said also that, in considering this matter, it would be
necessary to teke into consideration e number of factors, including

the mexdimum limit on interest rates fixed by the Federal Deposit In-
surance Corporation for nonmember banks, the interest rates paid by the
Postel Savings System, mutual savings banks and nommember banks which
are not members of the Federal Deposit Insurance Corporation, and the
yield on Govermment securities.

After further discussion, the Governor was
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!'« authorized to send the following letter to lir. Case,
Cheirman of the Federal Reserve Bank of lew York:

"I have yours of June 29th containing a letter to be sent
by your bank to 2ll member banks, suggesting to such banks that
'they consider promptly a reduction in the rete of interest paid
by them on time and savings deposite to not more than 2-1/2 per
cent.'

"At your request this suggested letter has been considered
by the Board.

"Any suggestion as to any rate to be made by a member bank
would be outside the province of a Reserve Bank. The fixing of
& rate vithin legal limitations is a function of the member bank.
4 suggestion as to a rete might be wise or it might be unwise.
The responsibility for such a decision should rest only with the
member bank, its only limitetion in the exercise of such function
being the limit fixed by the law.

"It e suggestion were to be made at this time strong argu-
ment could be edvanced for a maximum rete lower than +the suggested
rate. This is especielly true of your city banks, which at the
present time have rates much lower than the maximum suggested
and as to which banks your suggestion would have no application.

"The Board has tried to fix & maximum rete so that each banlk
could determine for itself the proper rate applicable for itself,
and we had hoped that each bank would appreciate this freedom of
action and courageously make its own rate. This has been done
to a very large extent. fThe requests for e lower maximum rate
have been limited in number end have been confined to those banks
who have not courageously feced end met their own situation.

"Ihe Board, however, is giving consideration to this ques-
tion of maximum rate in different localities and to this end has
requested each Reserve Agent to quietly meke a survey as to pre-
sent conditions as to retes, and upon receipt of this information
will consider this question. It seems appropriate to do this
since the prior maximum rate was fixed some ten months ago.

"In considering this question there arises (1) the question
of competition with Postal Savings, which pay 2 per cent on de=-
posits and exchange for deposits postal bonds bearing 2-1/2 per
cent; (2) the question of the maximum rete fixed by Federal De-
posit Insurance Corporation; (3) +the question of reate fixed by
mutual sevings banks, especially those outside the Federal De-
posit Insurance Corporation; (4) the question of govermment
rates; and (5) the question of competitive rates of non-member
banks.

"It may be that the maximum should be lowered, but the real
& question is between the present maximum rate, where voluntary
{ action may be had by each bank without a solution of the other

questions just nemed, or a new maximum where the questions will
be involved. ile will, however, aweit your survey with interest."

F'Q

Digitized for FRASER
ht} aser.stlouisfed.org/




<007

{ 7/2/34 -8=

[ 4

® : : 3

i In this connection, the Secretery wes requested

to prepare, for the Board's consideration, a tele-
gram to each Federal reserve sgent requesting that
he furnish the Board with a current report showing
the present situation in his district as to rales of
interest on time end savings deposits.
The Board then considered end acted upon the following matters:
lMemorendum deted June 27, 1934, from lir. Leonerd, Examiner in
Cherge, Division of Examinations, recommending the temporary appoint-
ment, for a period of thirty days, of liiss Helene L. Kearney as a
stenographer in the division, with salary at the rete of $4.50 a day
for each working dey, effective as of the date upon which she enters
upon the performence of her dutiese.

} Approvede.

)

) il Memorendum dated June 28, 1934, from lr. Goldenweiser, Director
of the Division of Research and Stetistics, recommending the temporary
eppointment, for a period of three months, of lirs. Helen H. Hassell
as a stenographer in the division, with selery at the rate of 1,440
per amnum, effective July 2, 1934.

Approved.
Renewal bond, in the amount of $50,C00, executed on June 25,
1934, by lr. Ernest Clarke Hill as Assistent Federal Reserve Agent at
the Federal Reserve Bank of Philadelphia.
Approved.
lMemorendum deted June 26, 1934, from the Cormittee on Salearies
~ end Expenditures, submitting a letter dated June 20, from Ir. Helm,

Deputy Governor and Cashier of the Federal Reserve Bank of Kansas City,
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. which requested approval of a change in the personnel classification
Plan of the bank to provide for the mew position of "clerk-bookkeeper"
in the Fiscal Agent-Reconstruction Finance Corporation department.
The memorandum steted that the committee hed reviewed the proposed
change and recormended that it be approved.

Approved.
Telegrem to lir. Peyton, Chairman of the Federal Reserve Bank
of Linneapolis, reading as follows:

"Board has considered list which you left with me of pro-
posed members of Industrial Advisory Committee for the Ninth
Federal Reserve District, and approves the appointment by the
board of directors of your bank of Messrs. Ce Os Follett, Hiram
Elliott, S. L. Sewall, Albert liller and Harvey Jewett as mem~

- bers of the Committee."

-

< Approved.

Letter to lire John Ce. Farber, Washington, De. C., reading as
follows:

"Receipt is ackmowledged of your letter of June 25, 1934,
as Attorney for lr. Allyn L. Wiright, requesting advice as to
whether the Federal Reserve Board has teken eny action directing
The Orenge First National Bank of Orange, New Jersey, to remove
Ir. Wright as an officer of that institution.

"In connection with the application of The Orange First Na-
tional Benk of Orange, New Jersey, for permission to exercise
fiduciary powers, which was approved by the Federal Reserve Board
on February 28, 1934, consideration was given, in accordance with
the Board's usual practice in connection with epplications for
permission to exercise trust powers, to the qualifications of the
proposed trust officer to exercise the functions required by that
positione At that time the Board was advised thet lir. Wright
did not claim to have any special qualifications or to have had
eny particular training to fit him for trust work other than the
experience acquired by hendling trust matters for the Orange Na-
~ tional Bank and that The Orange First National Bank contemplated
the employment of a man specifically trained in the work of a
trust department. The Federal Reserve Board has not made any
requirement that the services of lir. Wright as an officer of The

e
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"Orenge First Natiomal Benk shall be terminected.
"A copy of this letter is being forwarded to the Fresident
of The Orange First Hational Bank, Orenge, New Jersey."

Approved.

Letter to lir. Stevens, Federal Reserve Agent at the Federal Re-

serve Benk of Chicago, reading as follows:

(! &)

-
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"Receipt is ackmowledged of lir. Young's letter of June 1,
1954, with inclosures, regerding the reorganizetion of the First
State and Savings Bank, Howell, lMichigen.

"It has been noted that your counsel is of the opinion that
the plan of the reorganizetion of this bank complies with the
laws of the State of lidchigan and that the reorganization will
not result in eny change in the corporate stetus of the bank
which will affect its membership in the Federal Reserve System.
Vihile the Board interposes no objection to this reorganizetion,
it has been noted that one of the conditions thereof provided
That the benk should purchase ten shares of stock in the Howell
Depositors Corporation, a corporation formed for the purpose of
liquicdating the assets trensferred to it by the bank for the
benefit of the waiving depositors of the latter. In this conmnec-
tion, your attention is called to the fact thet under the provi-
sions of Section 9 of the Federal Reserve Act, as amended by the
Banking Act of 1933, a State member bank mey not lawfully pur-
chase stocks of other corporations except in the limited classes
of cases in which netional benks may do so. No exception is con-
tained in the law in the case of stocks of the kind in question
and, in the circumstences, if the bank now owns this stock in the
Howell Depositors Corporation, you are requested to advise it
that, if it hes not already done so, it should dispose of such
stock as soon as it is feasible to do so. It has been noted also
that in the papers submitted in conmnection with the reorganizetion
reference is made to an agreement which the court ordered the benk,
prior to its reopening, to enter into with the Howell Depositors
Corporation. No copy of an agreement of this kind has been in-
cluded with these papers and it will be appreciated if you will
obtain and forwerd a copy thereof to the Board in order that its
records in the matter may be complete.”

Approved.

Letter to "The Netional Bank end Trust Company of Erie", Erie,

i Permsylvania, reading as follows:

"The Federal Reserve Board has given consideration to your
application for permission to exercise fiduciary powers and
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"erants you authority, effective if and when The National Bank
and Trust Compeny of Erie, Erie, Pennsylvania, is authorized by
the Comptroller of the Currency to commence business, to act,
when not in contravention of State or local law, as trustee,
executor, administretor, registrar of stocks and bonds, guardian
of estates, assignee, receiver, committee of estetes of lumatics,
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 Pennsylvania, the exercise of all such rights to be subject
to the provisions of the Federal Reserve Act and the regulations
of the Federal Reserve Boarde.

"After the Comptroller of the Currency authorizes the nation-
a2l bank to commence business, the board of dirsctors should adopt
a resolution retifying the action taken on its behalf in making
application for permission to exercise trust powers, emnd it is
requested that a certified copy of the resolution so adopted be
forwerded to the Federal Reserve Board for its records as soon
as possible. Then a copy of such resolution has been received
by the Board, a formal certificate covering the right of The Na-
tionel Bank and Trust Company of Erie to exercise fiduciary powers
will be forwarded to ite.

i "The Board feels that, if you are tendered any of the trusts
now held by the Second National Bank of Erie or by the Erie Trust
Company, you should carefully scrutinize their condition and
should not accept any of such trusts which, throush their assump-
tion, may be detrimentel to the interests of your institution."

Approved.
Letter to "The National Bank of Eastern Arkansas of Forrest
City", Forrest City, Arkansas, reading as follows:

"The Federal Reserve Board has given consideration to your
application for permission to exercise fiduciary powers, and
grants you authority to act, when not in contravention of State
or local law, as trustee, executor, administrator, registrar of
stocks and bonds, guardian of estates, assignee, receiver, com-
mittee 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 Arkansas, the exercise of all such
rights to be subject to the provisions of the Federal Reserve Act
and the regulations of the Federal Reserve Board.

“ "This letter will be your authority to exercise the fiduci-
: ary powers grented by the Board. A formal certificate covering
' such authorization vill be forwarded to you in due course."

=

Approved.
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3 Letter to "The Royall National Bank of Palestine", Palestine,
Texas, reading as follows:

"The Federal Reserve Board has given comsideration to your
application for permission to exercise certain fiduciary powers,
and, in addition to the authority heretofore granted to act as
trustee, executor, administrator and registrar of stocks and
bonds, grants you authority to act, when not in contravention of
State or local law, as guardian of estates, assignee, receiver,
comnittee of estates of lunatics, or in any other fiduciary capa-
city 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 Texas, the exercise of all
such rights to be subject to the provisions of the Federal Re-
serve Act end the regulations of the Federal Reserve Board.

"This letter will be your authority to exercise the addi-
tional fidueiary powers set forth sabove. A formal certificate
covering such authorization will be forwarded to you in due
course."

Approved.

Ul

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

"In accordance with your recommendation, the Federal Re-
serve Board approves a reduction in the cormon capital stock of
'The Peninsula lational Benk of Cedarhurst', Cedarhurst, New
York, from $100,000 to 20,000, pursuant to a plan which provides
that the bank's capital shall be increased by $261,000 of pre-
ferred stock to be sold Lo the Reconstruction Finance Corpora-
tion and others, and thet the released capital, together with
part of the bank's surplus, profits and reserves, shall be used
to eliminate all estimated losses, all depreciation in lower
grade bonds, and $132,900 of the directors' guaranty amounting
to 3145,500 which is now a part of the bank's assetls eand which
is classed as $72,500 slow and $60,400 doubtful, ell as set forth
in your memorandum of June 18, 1934."

Approved.

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

<

- as follows:

"In accordence with your recommendation, the Federal RHe-
serve Board approves & reduction in the common capital stock of
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> "17he First National Beank of lienasha', llenasha, VWisconsin, from
$150,000 to $75,000, pursuent to a plan which provides that the
bank's capital shall be increased by 475,000 of preferred stock
to be sold to the Reconstruction Finance Corporation, and that
the released capital, together with a portion of the bank's sur-
plus and undivided profits accounts, shall be used to eliminate
unsatisfactory assets in the amount of approximetely %102, 000,
all as set forth in your memorandum of June 19, 1934."

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

"In accordance with your recommendation, the Federal Reserve
Board approves a reduction in the common capital stock of 'The
Rush County National Banlk of Rushville', Rushville, Indiana, from
$100,000 to 550,000, pursuant to a plan which provides that the
bank's capital shell be increased by $50,000 of preferred stock
to be sold to the Reconstruction Finance Corporation and that the
released capital, together with a portion of the undivided profits,
shall be used to eliminate umsatisfactory assets, all as set forth
in your memorandum of June 22, 1934."

=

Approved.
Telegram to lr. Sergent, Assistent Federal Reserve Agent at the
Federal Reserve Bank of Sen Franeisco, reading as follows:

"Replying your telegram June 28, 1934, re 'J. li. Irelend and
Company, Bankers', Malad, Ideho, the last sentence of Board's
telegram of June 23, 1934, referred especially to that bank and
stated that on basis of information submitted Board will raise
no objection to proposed reduction provided that none of funds
released by such reduction are returned to shareholders but are
used to eliminate any undesirable assets in bank, that reduction
is valid under State law and that it meets with your approvale®

Approved.
Letter to lire Curtiss, Federal Reserve Agent at the Federal

Reserve Bank of Boston, reading as follows:

=

‘ "This refers to lir. Gettemy's letter of llay 22, 1934, request-
ing advice as to when the Boston-Continental National Bank of
Boston, Massachusetts, became & member of the Federal Reserve
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"System.

"It appears from the Board's records in this cese that the
Comptroller of the Currency issued his certificate of authority
to the subject bank, then lmowm as the Boston National Bark, to
commence business on Decomber 31, 1920, which was prior to the
time the bank filed an application for stock in the Federal Re-
serve Bank of Boston. The Board's records show that this appli-
cation was made pursuant to a resolution of the board of direc-
tors of the Boston National Bank adopted on January 11, 1921, and
that the aepplication was approved by the Board on January 28, 1921.
The Board's records do not show the date upon which the Federal
Reserve Bank of Boston received payment for such stock and, ac-
cordingly, it is not possible to advise you as to the date upon
which the bank beceme a member of the Federal Reserve Systeme In
this connection, however, in accordence with the position hereto-
fore taken by the Board in its letter of April 15, 1922 (X-3384),
if the date of the Board's approval of the application of the
Boston National Bank for Federal reserve bank stock was prior to
the date of the payment therefor, the bank beceme o member of the
System as of the date of such payment; but if the payment was
mede prior to the date the application was approved, the bank
become a member as of the date of such approvel. You can ascer-
tein from the records of the Federal Reserve Bank of Boston the
date upon which payment wes received for the Federal reserve bank
stock issued to the Boston National Bank, emnd, in the light of
the explanation just given, establish definitely the date upon
which the national bank beceme a member of the Systieme

"The subsequent consolidation of the Boston National Bank
with the Continental National Bank, also of Boston, under the
provisions of the Act of Congress of November 7, 1918, and under
the title of the Boston-Continental National Bank, was effected
under the charter of the Boston National Bank end did not affect
the status of the Boston lNational Bank as a member of the Federal
Reserve Systeme The bank, therefore, remained a member of the
Federal Reserve System from the date your record shows it became
such a member until February 17, 1933, the date upon which its
stock in the Federal Reserve Bank of Boston wes canceled. For
your information there is inclosed a copy of a certificate issued
by the Comptroller of the Currency covering the consolidation of
these national banks and your ettention is also called to the
provisions of the Board's Regulation I regarding consolidations
of member banks."

v

Approved.
! Letter to lire Femner, Acting Assistant Federal Reserve Agent
at the Federal Reserve Bank of Philadelphia, reading as follows:

"In compliance with the recommendation made in your letter
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"of June 22, the Industrial Trust Company, Wilmington, Delavmre.
is granted an extension of time to July 5 within which to submit
Form 231."

Approved.
Letter to lMr. Williams, Federal Reserve Agent at the Federal
Reserve Bank of Cleveland, reading as follows:

"This refers to lir. Anderson's letter of April 4, 1934, in-
closing in accordance with the Board's request a copy of the
opinion of counsel for your bank with respect to the question
whether the payment by the Logen National Bank and Trust Company,
Hew Kensington, Pemnsylvenia, of the premium on a surety bond to
secure deposits of the United States District Court constitutes
an indirect payment of interest within the meaning of Section 19
of the Federal Reserve Act.

"From the opinion of your counsel, it does not appear whe-
ther the deposits in question represent funds belonging to a
bankrupt's estate and whethor the surety bond to secure such

‘ deposits is required by the District Court in pursuance of the
L provisions of the Federal Bankruptcy Act. Counsel for the Federal
Reserve Bank at Atlanta has expressed the opinion that the pay-
ment of the premium by a member bank on a bond required under the
Bankruptey Act is not to be regarded as an indirect payment of
interest within the scope of the Board's ruling of July 12, 1933
(X=7500). In view of that opinion, it is suggested that you re-
quest counsel for your bank to consider, if he has not already
done so, whether the funds here involved are bankruptcy funds,
and, if so, whether the payment of the premium on the bond in
question would fall within the principle of the Board's ruling
aforesaid. If, after comsideration of this question, your coun-
sel is of the opinion that the payment of such premium in this
case does not fall within the scope of that ruling, or if the
deposits in question do not represent funds of e bankrupt estate,
it is requested that you advise the Logan National Bank and Trust
Company in accordance with your counsel's opinion in this matter.
However, if the deposits in question represent funds of e bank-
rupt estate and your counsel is of the opinion that the payment
of the premium on the bond securing such deposits is forbidden
by law, it is requested that you refer the matter to the Board
for a ruling and that you furnish the Board with a copy of coun-
sel's opinion.
"For the information of your counsel in this connection,
there is inclosed herewith a copy of the opinion of counsel for
the Federal Reserve Bank at Atlanta referred to above."

L
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Letter to lir. Hoxton, Federal Reserve Agent at the Federal Re-
serve Bank of Richmond, reading as follows:

"Receipt is acknowledged of your letter of Jume 15, 1934, in
vihich you request to be advised whether section 20 of the Banking
Act of 1933 requires the divorcement of the State Planters Bank
& Trust Company of Richmond, Virginia, end its wholly owned sub-
sidiary, the Richmond lortgage & Loan Corporation of Richmond,
Virginia.

"You state thet prior to liarch, 1933, the Richmond lortgage
& Loan Corporation comnducted a business substantially the same
as that of the lortgage Investment Company referred to in the
Board's letter of June 8, 1934 (X-7910). Among other things,
it appeared in that case that the llortgage Investment Company
wos engoged in issuing bonds in series secured by first mortgages
on real estate in an smount totaling at least the face amount of
the bonds. However, it is understood that in the instant case
the Richmond liortgage & Loan Corporation at the present time is
not issuing any new bonds or making any new loans secured by mort-
gages, and does not propose to do so, and that it does not permit
the renewal of any of the existing mortgage loans except in un-

L' usual circumstances. You also state that it is transacting mno
business except such as may be incidental to the liquidation of
its affairs.

"On the basis of the facts submitted, the Federal Reserve
Board is of the opinion that the Richmond Mortgage & Loan Cor-
poration is not at this time engaged principally in the issue,
flotation, undervriting, public sale or distribution of securi-
ties within the meaning of section 20 of the Banking Act of 1933,
end that the provisions of that section are inapplicable to such
corporatione. As you know, the Federal Reserve Board has ruled
that mortgege notes arising out of the ordinary type of direct
loans on real estate are not 'stocks, bonds, debentures. notes
or other securities' within the meaning of said section 20. It
is assumed that the mortgage notes in question fall within that
category and, if so, the renewnl or sale of such mortgage mnotes,
as distinguished from the issuance and sale of bonds secured by
mortgages, does not constitute the issuance or public sale of
securities within the provisions in questione. Accordingly, it
is the view of the Federal Reserve Board that the corporation
in question is not engaged principally in the business of a se-
curities company and that said section 20 does not require the
divorcement of said corporation and the member bank, even though
the corporation has not been placed in formal liquidation.”

Approved.
Telegram to lir. licClure, Federal Reserve Agent at the Federal
Reserve Bank of Kansas City, reading as follows:
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L "Please advise James E. Goodrich, Commerce Trust Company,
Kensas City, liissouri, as follows 'On basis of informetion fur-
nished in your letter of Jume 27, 1934, and inclosure, it ap-
pears thet upon consummation of plan described therein, which
involves dissolution of Keystone Corporation end retirement of
its stock, stock of Keystone lortgage Investment Company and
stock of Cormerce Trust Compeny mey be owmed, sold, or trans-
ferred independently of each other, and, if so, Board is of
opinion that such arrangement will not be in violation of pro-
visions of nineteenth peragraph of Section 9 of Federal Reserve
Act. Board is also of opinion that assumption by Keystone lLiort-
zage Investment Company of indebtedness of Keystone Corporation
to Commerce Trust Compeny in circumstances described will not
constitute violation of provisions of Section 23A of said Act.'"

Approved.
Letter to Governor Calkins, Cheirmen of the Governars' Confer-

ence, reading as follows:
“Since contracts were first entered into for the lease of
L' telegraph wires connecting the Federal Reserve Board and the
Ireasury with all Federal reserve banks the number of words sent
over the leased wires has increased very substantially, es-
pecially in respect to messages sent by various Govermmental
agencies, and it would seem that it would be worth while to re-
view at this time the accounting procedure set up for determining
the costs and allocations of costs connected with the operation
of the leased wire system, and particularly whether costs of
the reimbursable business handled over the leased wires are
properly determined.
"From the attached statement, X-7922, showing expenses of
the leased wire system for the month of Lay 1934 it will be
noted that the expenses of the leased wire system are confined
To operators' salaries, operators' overtime, retirement contribu-
tions, and wire rental. There are certain other expenses con-
nected vith the maintenance of the leased wire system, such as
messenger service, cost of counting the number of words in mes-
sages, printing and stationery, etecs., to which consideration
must be given if accurate information is to be obtained as to
the cost of operating the system. Inasmuch as many of the
messages sent over the mein wires are relayed over the branch
wires, considoration should also be given to the question whether
o portion of the branch wire expenses should not be included in
the cost of the leased wire system which is used as a basis for -
determining the costs to be borne by each of the agencies using
the leased wires.
"You will also note from the attached statement that the

S
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"expense of messages dispatched by the Federal Reserve Board is
apportioned to the Federal Leserve banks on the basis of the
ratio that the number of words sent by each Federal Reserve bank
bears to the total number of words sent by all Federal Eeserve
banks. This, of course, scmewhat over-states the telegraph ex-
penses of the Federal Reserve banks end under-statesc such ex=-
penses of the Eoard. The statement slso shows that the salaries
of the Washington operators are carried on the payroll of the
Federal Reserve Pank of Chicago. It is understood that this er-
rangement was thought advisable at the time the system was set
up, but the question arises whether it should be continued.

"The Boerd would appreciste very much your referring the
ebove questions to the Leased Wire Committee of the Governors'
Conference with a request that the Committee review them fully
and submit a report thereon with recommendations for such changes
as are thought desirable. It is assumed that the Board will be
furnished a copy of the Committee's report as soon as it is com-
pleted. If the Leased Vire Committee desires, the Board will be
glad to have it call on its staff for eny informetion in this
connection it may need."

L Approved.
Letter to lir. Peyton, Federal Reserve Agent et the Federsl
Reserve Bank of liinneapolis, reading as follows:

"The Federal Reserve Board has given consideration to your
letter of liarch 10, 1934, inclosing copies of letters received
by you from Ueland and Uelend, attorneys for the Federal Reserve
Benk of linneapolis, and from Cobb, Hoke, Benson, Krause and
Faegre, attorneys for the Northwest Bancorporetion, regarding
the questions whether The Central Company, a sutsidiery of the
Northwest Lancorporation, is a 'dealer in securities' within the
meaning of Section 32 of the Banking Act of 1$33 and a 'securi-
ties company' within the meaning of Section 5144(e) of the Re-
vised Statutes as ampnded by Section 19(e) of the Banking Act of
1933,

"It appears that The Central Compeny desires to continue the
mortgage end loan business formerly handled by The Minnesota
Liortgage Loan end Trust Company, which has been absorbed by a
subsidiary of the lNorthwest Bancorporation. It appears, also,
that the articles of incorporaticn of The Central Company pro-
vide that it may carry on e general real estate, loan, rentel
and insurance business and authorize it to deal in stocks, bonds,
end mortgages, to menege and control real estate and to carry on
e genoral insurance agency business. It is stated that The
Central Company does not intend to engage in hendling eny stocks
or bonds whatsoever; that its sole activity will be that of

—
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"servicing existing mortgage loans, handling real estate, and,
possibly, in the fubure, making loans on real estate, either in
its own behalf or in behalf of clients, and selling to invest-
ors the mortgages taken as security for such loans.

"As you know, elthough there may be mortgage notes of a
kind which should be classified as 'securities' for the purposes
of Section 32, the Board is of the opinion that mortgege notes
erising out of the ordinary type of direct loan on real estate
are not ‘'securities’ within the intendment of Section 32 and
thet neither such notes nor the mortgeges securing the same
should be classified as 'securities' in determining whother an
orgeni zation engeged in deeling in such obligations comes vith-
in the scope of Section 32. In this connection, reference is
mede to the Board's lettors of April 13, 1934 (X-7859) and April
16, 1934 (k-7866).

“ihile Section 32 forbids certain relationships between
member banks end orgenizetions 'engaged primerily in the business
of purchasing, selling, or negotiating securities', Section
5144(e) is concerned with relationships between holding company
affilietes of national banks and organizetions 'formed for the
purpose of or engaged principally in, the issue, flotation,
underwriting, public sale, or distribution at wholesale or re-
tail or through syndicate participation, of stocks, bonds, de-
bentures, notes, or other securities of eny sort'. Although
the lelter definition is broader than the language of Section
32, it seems that 'securities' within the meaning of Section 32
would also come within the meaning of Section 5144(e) end vice
versa. Accordingly, if the type of obligation dealt in by an
orgenizetion is such that its business does not come within
Section 32 and it was not orgenized for the purpose of dealing
in other securities of any sort, the organization is not a 'se-
curities company' within the intendment of Section 5144(e).

“Therefore, the Board believes that a compeny which con-
fines its activities to the servicing of mortgage loens, handl---
ing of reel estate and dealing in mortgaeges end ordinary mortgoge
notes and which was not organized for the purpose of engeging |,
'principally in the issue, flotetion, underwriting, public sale,
or distributicn * * * of stocks, bonds, debentures, notes, and
other securities' does not come within the purview of Section
6144(e)s In this comnecticn, reference is made to the Board's
letter of larch 27, 1934 (X-7835). While The Central Compeny is
authorized to deel in stocks, bonds and mortgages, it is under-
stood that the power is given es an incident to the general real
estaete, loan, rental and insurance business for carrying on
which the company was formed. The fact that the company is
authorized to deal, among other things, in stocks and bonds en-
cillery to the general real estate, loan, rentel and insurence
business does not necessarily lead to the conclusion that the
company was formed for the purpose of 'the issue, flotation,
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"wunderwriting, public sale, or distribution * * * of stocks,
bonds, debentures, notes, or other securities of any sort', and
it has been stated in connection with the request for a ruling
that the company has no intention of dealing in such stocks ond
bonds. On the basis of the informetion before the Board, there-
fore, it seems that the company is not brought within the scope
of the statute by reason of an incidentel power to deal in such
securities. :
"Accordingly, if The Central Company confines its activities
to the servicing of existing mortgage loans, handling real estate,
meking loans on real estote and selling to investors the mortgages
or mortgage notes teken os security for such loans, unlcss there
are other facts which you believe should be called to the atten-
tion of the Board with regard to the purposes for which the com-
peny wes formed or otherwise, it is suggested that you notify the
attorneys for Northwest Bancorporation that the business of that
company does not come within the scope of Sections 32 and 5144(e)."

Approved.

Letter to The Stock Growers National Bank, Cheyenne, Wycming,

reading as followst

"The Federal Reserve Board has received your letter of June
19, 1934, in wiich you ask what ruling has been made in the event
a national bank contracts for the purchase of a new issue of gen-
eral obligation municipal bonds. You state that you understeand
a national bank may not bid jointly for an issue with an invest-
ment house, but that such bank may buy the entire issue for its
own account and that you also understend two or more rational
banks may band themselves together in the purchase of such securi-
ties, provided no investment house is included. € is assumed
that you refer to the prohibitory provisions of Section 32 of the
Banking Act of 1633, which section applies to all banks which are
members of the Federal leserve System, whether such banks are na-
tional banks or banks which are organized under the laws of a
particular State.

"Section 32, referred to sbove, prohibits correspondent re-
lationships between member banks of the Federal Reserve System
end dealers in securities, unless there is e permit therefor is-
sued by the Federal Reserve Board. Such correspondent relation-
ships include regular associations between member banks and deal-
crs in securities in connection with undervriting and dealing in
securities, and Section 32 does not contein any exception based
upon the kind of securities underwritten or dealt in. However,
paragraph 'Seventh' of Section 5136 of the Revised Statutes of
the United States, as amended by the Banking Act of 1933, excepts
certain municipal end other obligations from the restrictions
upon undervriting and deeling in securities by national banks
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L "conteined in Section 5136. These restrictions and the excep-
tions thereto also are made applicable to State member banks by
the provisions of Section 9 of the Federal Reserve Act, as
amended.

"The Federal Reserve Board is authorized by Section 32 to
issue permits for correspondent relationships between member
barks end dealers in secwrities whenever it finds that it is not
incompatible with the public interest to do so, and the Board
heretofore has decided that it is not incompatible with the
public interest to grant permits authorizing correspondent rela-
Tionships betveen member banks and dealers in securities in con-
nection with underwriting and/or dealing in securities of the
types exempted from the restrictions contained in Section 5136.

"In the past it has been the practice of the Federal Re-
serve Board to issue individual permits covering such corre-
spondent relationships, but in order to relieve member banks end
dealers in securities from the burden of preparing and filing
formal epplications in the cases of the kind herein described,
the Board has granted a blanket permit under Section 32 for the
period until December 1, 1934, authorizing correspondent rela-
tionships between any member tank or banks and any deeler or
dealers in securities in connection with undervriting and deal-

L ing in the securities excepted from the restrictions contained

! in Section 5136 of the Revised Stetutes namely: obligations of

the United States, general obligations of any State or of any

political subdivision thereof, obligetions issued under authority
of the Federal Farm Loan Act, obligations issued by the Federal

Home Loan Benks, and/or obligetions issued by the Home Owmers'

Loan Corporation. Such permit, hovever, is subject to revoca-

tion in whole or in part as to any or all member banks, after

reasonaeble notice and opportunity to be heard, if the public
interest so requires. Every member banl which exercises the
privilege granted by such permit is required to furnish to the

Federal Reserve Agent at the Federsl Reserve Bank in the dis-

trict in which the member bank is located such informetion con-

cerning its operations under this permit as the Federal Reserve

Board may require. If you wish further informtion or instrue-

tions in this matter, it is suggested that you communicete with

the Federal Reserve Agent at the Federal Reserve Bank of Kanscs

City, Kansas City, Missouri."

Approved.
Letter to lir. Eugene B. Favre, Spokane, Washington, reading

as follows:

I
b
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"Reference is made to your letter of June 5, 1934, addressed
to the Federal Reserve Acent at the Federal Reserve Bank of Sen
Francisco in regard to your application under Section 32 of the
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"Banking Act of 1933 for a permit to serve at the seme time as
director of the Spokane and Eastern Trust Compeny and as presi-
dent of lurphey, Favre & Coe., both of Spokane, Washington. In-
closed with your letter was a copy of a letter to you dated
June 5, 1934, from lir. Joel E. Ferris, president of the Spokane
and Eastern Trust Compeny, Spokene, Washington, containing ad-
ditional facts and arguments concerning your applicatione

"The Federal Reserve Board has given careful attention to
the stetements conteined in the letter from lir. Ferris to the
effect that the investment business of lurphey, Favre & Co. is
a fairly recent addition to the mortgege business of the company
which has been conducted continuously for over 40 years. The
Board has also noted the fact that the transactions between the
securities company and the trust company are of minor importence,
and that rarely, if ever, are credit accommodations reguired,
except in connection with mortgage transactions. Cereful atten-
tion has likewise been given to the statement that the stock of
lurphey, Favre & Co. is owned in its entirety by the United
National Corporeation of Seattle, and that you hold a salaried
position with lurphey, Favre & Cos. The Board has alsc noted
the stetements in both your letter and that of lir. Ferris to the
effect that you have for many years rendered valuable end un-
selfish service as a director of the trust company, end that the
other directors and the management of the trust company are very
desirous of having you remain on its Board.

"The Federal Reserve Board wishes to moke it clear that the
position taken in its lettor of liay 16, 1934, regerding your ep=-
plication was not based upon the belief that the particular re-
lationship covered by your application had resulted in an im-
proper influence upon the trust company. The Board believes,
however, that it was the intent of Congress in enacting the pro-
visions of Section 32 in regard to interlocking directorates to
eliminate amy possibility of an improper influence upon the
management of member banks. This action on the part of the
Congress was apparently based upon the belief that such inter-
locking directorate relationships had a tendency to cause an un-
desirable influence upon the credit and investment policies of
member benks and their advice to their correspondents.

"In view of the fact that the Congress has enacted intc law
a general policy that such interlocking directorete relation-
ships should be terminated because they are believed to be in-
compatible with the public interest, the Board feels that it
should not grent permits covering relationships which are actu-
ally within the class at which Section 32 was directed, even
though in a particular case the applicant has not allowed his
interest in a securities company to influence his judgment as a
director of a member bank.

"Although the Federal Reserve Board is not unsympathetic
with your desire to continue to serve as president of Liurphey,
Favre & Co. and as a director of the trust company, the Board
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"feels that your letter and the inclosed copy of the letter from
Ir. Ferris state no facts which would justify an exception in
your cese and, accordingly, the Board denies your applicatione.
It will be apprecieted if you will advise the Federal Reserve
Agent st the Federal Reserve Bank of San Francisce of the action
which you tale in order to comply with the provisions of Section
324"

Approved.

Letter to Mr. James T. liclillan, Detroit, Michigan, reading

&s follows:

"Reference is made to your letter of June 20 in regard to
the permit which wes issued to you on December 23, 1933, by the
Federel Reserve Board, under the Clayton Act, to serve as a di=-
rector of the National Bank of Detroit and as a director of the
Detroit Savings Bank, Detroit, Michigan, with the understanding
that as soon as the existing emergency situation is passed end
you are able to resign as a director of one of the institutions
without injury to the interests of the bank, their depositors,
or the community, such action will be taken by youe.

"It is noted that you believe thet the emergency is passed
and that you are prepared to offer your resignation to both in-
stitutions, but that you feel you are not in position to choose
betveen the two for reasons steted in the second paragraph of
your letter. In view of your belief that the emergency has
passed, and the understending under which the permit vms issued,
it appears that you should terminate your relationship with one
of the two banks, but the Board feels that it would not be ap-
propriate for it to express any opinion with respect to your pro-
posal to resign from both institutions, as that is a matter pri-
merily for your consideration. When you have reached a conclu=-
sion in the matter it will be apprecieted if you will inform the
Federal Reserve Agent at Chicago, Mr. Stevens, to whom a copy of
this letter is being transmitted."

Approved.

Letters to applicants for permits under the Clayton Act, ad-

Vising of approval of their applications as followss

g

Digitized for FRASER

gac 1. stlouisfed.org/

Ilre. W. Be Catterlin, for permission to serve at the same time as
& director of The Citizens lational Bank of Emporiae, Imporia,
Kansas, as a director of The Citizens National Bank of Frankfort,
Frankfort, Kansas, and as a director of the Clay County State
Bank, Excelsior Springs, lMissouri.
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Ir. Re Co Kemper, for permission to serve at the same time as a
director and officer of The City lational Bank and Trust Company
of Kansas City, Kensas City, liissouri, as e director and officer
of the Commerce Trust Compeny, Kensas City, Missouri, and as a
director and officer of The First Nationel Bank of Independence,
Independence, lissourie.

Mr. We T+ Kemper, for permission to serve at the same time as a
director end officer of the Commerce Irust Company, Kansas City,
Missouri, as a director of The City Nationael Bank end Trust Com=
peny of Kansas City, Kansas City, lMissouri, and as a director of
the Fourth National Benk in Wichita, Wichita, Kensas.

ir. Vo Te Kemper, Jr., for permission to serve at the samc time
as a director and of ficer of the Kemper State Bank, Boonville,
Missouri, as a director and officer of the Linwood State Bank,
Kensas City, Missouri, and as a director and officer of The
Citizens National Bank of Frankfort, Frankfort, Kensas.

Ilr. e A. Limbocker, for permission to serve at the same time as
a director and officer of The Citizens National Bank of Emporia,
Imporia, Kansas, and as a director and officer of The Peoples
National Bank of Burlington, Burlington, Kensas.

lire James F. llcPherson, for permission to serve at the same time
as o director of the Linwood State Bank, Xansaes City, Missouri,
and as an officer of The City National Bank and Trust Company
of Kansas City, Kansas City, Missouri.

lre Ge He Titus, for permission to serve at the same time as a
director and officer of The First National DBank of Holdrege,
Holdrege, Nebraska, and as a director and officer of The First
National Benk of Loomis, Loomis, Nebraska.

Ir. L. Bs Titus, for permission to serve at the same time as a
director and officer of The First National BEank of Holdrege,
Holdrege, Nebraska, and as a director of The First National Bank
of Loomis, Loomis, Nebraska.

Ire. We He Swartz, for permission to serve at the same time as a
director and officer of The First Nationel Bank of Loomis,
Loomis, Nebraska, and as a director of The First National Bank
of Holdrege, Holdreze, Nebraska.

lire Ed Hart, for permission to serve at the same time as a direc-
tor and officer of The Citizens llational Bank in Okmulgee, Okmul=-
gee, Oklohoma, and as a director of The First National Bank and
Trust Company of IMuskogee, liuskogee, Oklahomsa.

Approved.
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There waes then presented the following application for a change

-

in stock of a Federal reserve bank:

Application for ORIGINAL Stock: Shares

Dis 'LI':'LC’L -}To..- T T O e s o B

The AnlSPlj TNational Bank of Butler,
Butler, Indiana

36

A
[o2]

Approved.

Thereupon the mecting adjourned.
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L Approved:

Governor.
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