
2047

A. meeting of the Executive Committee of the Federal Reserve

Board was held in Washington on Friday, July 6, 1934, at 2:30 p. m.

PRESENT: Mr. Thomas, Chairman of the Executive Connittee
Mr. Hamlin
Mr. Janos

Er. Eorrill, Secretary
Er. Bethea, Assistant Secretary
Mr. YArtin, Assistant to the Governor

The Committee considered and acted upon the following matters:

Telegrams dated July 3, 1034, from Er. Austin, Chairman of the

Federal Reserve Bank of Philadelphia, July 5, 1934, from Lir. Sargent,

Secretary of the Federal Reserve Bank of San Francisco, and July 6,

1034, from Er. Hoxton, Chairman of the Federal Reserve Bank of Richmond,

all advising that, at meetings of the boards of directors on the dates

stated, no changes were made in the banks'

of discount and purchase.

existing schedules of rates

Without objection, noted with approval.

Letter to Ir. L. S. Myrick, Technical Assistant in the Board's

Division of Bmik Operations, reading as follows:

"The Federal Reserve Board authorizes and directs you to per-
form during the year ending December 31, 1934, within the limits
of the continental United States, such travel as may be necessary
in your capacity as Technical Assistant for the Federal Reserve
Board under instructions from the Chief of the Division of Bank
Operations.

"While absent from your official headquarters you will be re-
imbursed your actual necessary transportation expenses, not in-
cluding gratuitous fees or tips of any kind, and 45.00 per diem
in lieu of subsistence, in accordance with the Standardized Gov-
ernment Travel Regulations as modified by the Executive Order of
the President, dated June 30, 1932."

Approved.

Letter, prepared in accordance with the action taken at the
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meeting of the Board on July 2, 1934, to Lir. Case, Chairman of the Fed-

oral Reserve Bank of New York, reading as follows:

"Upon receipt of your letter of June 28 in regard to la-.
Carl Snyder it was brought to the attention of the Board and was
discussed at a Board meeting. Reference was made to occasions
upon which the subject of Mr. Snyder's compensation had been
considered in the past and particularly to the Board's position
as set forth in my letters of January 23 and June 13. In the
course of the discussion special attention was directed to a
statement in the second paragraph of your letter that the request
of your directors to the retirement committee of the retirement
system of the Federal reserve banks for the retention of Ia..
Snyder 'contemplated that he will be retained only until April 23,
1935, or for one year after the date upon which he reached the re-
tirement age'. On the basis of this statement and in view of all
the circumstances, the Board concluded to approve the continuation
of the payment of salary- to Mr. Snyder at the present rate,
11,000 per annum, until April 23, 1935, and requested me to ad-
vise you accordingly."

Approved.

Telegram to Governor Fancher of the Federal Reserve Bank of

Cleveland, reading as follows:

"Referring Ix. Szymczak's telephone conversation with me
this morning Board approves appointment by Federal Reserve Bank
of Cleveland of following five members of Industrial Advisory
Committee for the fourth Federal reserve district: H. L. Kutter,
Eamilton, Ohio; Frank B. Bell, Oakmont, Pennsylvania; F. A.
Smythe, Lorraine, Ohio; Daniel R. Davies, Cleveland, Ohio, and
Edward C. Folsom, Toledo, Ohio."

Approved.

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

serve Bank of Chicago, reading as follows:

"Receipt is acknowledged of Mr. Young's letter of June 1,
1934, with inclosures, regarding the reorganization of the Fruit
Growers State Bank, Saugatuck, gichigan.

"It has boon noted that your counsel is of the opinion that
the plan of the reorganization of this bank complies with the
lams of the State of Michigan and that the reorganization will not
result in any change in the corporate status of the bank which
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'mill affect its membership in the Federal Reserve System. While
the Board interposes no objection to this reorganization, it has
been noted that, under one of the conditions thereof, the bank
purchased ten shares of stock in the Saugatuck Depositors Corpor-
ation, a corporation formed for the purpose of liquidating the
assets transferred to it by the bank for the benefit of the waiv-
ing depositors of the latter. In this connection, your attention
is called to the fact that, under the provisions of Section 9 of
the Federal Reserve Act, as amended by the Banking Act of 1033,
a State member bank may not lawfully purchase stocks of other cor-
porations except in the limited classes of cases in which national
banks may do so. No exception is contained in the law in the case
of stocks of the kind in question and, in the circumstances, if
the bank now owns this stock in the Saugatuck Depositors Corpora-

you are requested to advise it that, if it has 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 connection with the reorganization, reference is made to an
agreement which the court ordered the bank, prior to its reopen-
ing, to enter into with the Saugatuck Depositors Corporation. No
copy of an agreerent of this kind has been included with these
papers, id it will be appreciated if you will obtain and forward
a copy thereof to the Board in order that its records in the mat-
ter may be complete."

Approved.

Letter dated July 5, 1934, approved by three members of the

Board, to Ir. Stevens, Federal Reserve Agent at the Federal Reserve

Bank of Chicago, reading as follows:

"Reference is made to your letter of June 8, 1934, in regard
to the application of 'The Central National Bank at Battle Creek',
Battle Creek, Lichigan, for permission to exercise fiduciary
Powers.

"The Board has given further consideration to the pending
application, and, in view of the many i]natisfactory features
existing in this institution 'both as regards its general condi-
tion and the character of its management, is unwilling to grant
it fiduciary powers at this time. The Board, therefore, in ac-
cordance with the recommendation of your executive committee, in
which the Comptroller of the Currency concurs, will defer action
on the pending application until the bank has been in operation
for at least one year, and a report of exnmination by a national
bank examiner made subsequent to such period is available, at
which time it will be glad to have the benefit of any further rec-
ommendation you may wish to make in the premises. Please advise
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"the applicant bank of the Board's action."

Approved.

Letter to Ia.. Peyton, Federal Reserve Agent at the Federal Re-

serve Bank of Linneapolis, reading as follows:

"Reference is made to the letter addressed to you under date
of June 22, 1934, by Br. H. R. Kibbee, President, Commercial
Trust and Savings Bank, Latchell, South Dakota, in which recon-
sideration is asked of the bank's application for permission to
exercise trust powers.

"The Board has reviewed the information available in this
case, special consideration being given to the condition of the
applicant bank as revealed by the last report of examination,
made as of January 6, 1934. That report reflects a very unsatis-
factory condition, the total of estimated losses, securities de-
preciation and doubtful assots being sufficient to eliminate the
bank's surplus, profits and reserves and impair the capital of
)100,000 to the extent of approximately , 74,500.

"It is understood that the Reconstruction linance Corpora-
tion has approved the purchase of v100,000 of capital debentures
of this bank, provided the full amount be issued in order to
strengthen its capital structure, but until this is done, and
adequate arrangements are completed for eliminating or otherwise
satisf[ctorily providing for the existing excessive volume of
undesirable assets, it is felt that the bank should not take on
additional duties and responsibilities through the exercise of
trust powers but should devote its undivided attention to cor-
recting its present unsatisfactory condition.

"In view of the foregoing, and inasmuch as the bank's need
for trust powers does not appear to be urgent, the amount of
Potential trust business being small, nor does it appear that
the bank's official staff is especially qualified to handle trust
business, the Board is unwilling to approve the pending applica-
tion at this time. In the event, however, that the applicant
bank completes an adequate program of rehabilitation of its
financial condition and makes a satisfactory showing as to the
qualifications of its management the Board would be willing to
conaider the advisability of granting to it such specific fidu-
ciary powers as would enable it to care for the types of business
which Br. Kibbee's letter states is available to the bank."

Approved.

Letter dated July 5, 1934, approved by three members of the

130ard, to Br. O'Connor, Comptroller of the Currency, reading as fol-

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



2051
7/6/34

as

.. 5..

"In accordance mith the recommendation of Acting Comptroller
of the Currency Await, the Federal Reserve Board approves a re-
duction in the common capital stock of 'The Peoples National
Bank', Warrenton, Virginia, from v100,000 to c50,000, pursuant
to a plan which provides for the use of the released capital in
eliminating v25,000 of unsatisfactory assets and augmenting the
bank's undivided profits , 25,000, all as set forth in Ir.
Aralt's letter of JUMB 20, 1934.

"Under the plan submitted it is observed that only 25,000
of the released capital will be used to eliminate unsatisfactory
assets and the balance of the released capital mill be placed in
the bank's undivided profits account. It is felt that it would
be preferable to apply the entire amount of the reduction to the
elimination of the least desirable assets in the bnrk and/or to
the establishment of reserves against such undesirable assets,
rather than to place any portion of the released capital in the
bank's undivided profits account."

Approved.

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

fellers:

"In accordance with your recommendation, the Federal Reserve
Board approves a reduction in the common capital stock of 'The
First National Bank of Arenzville', Arenzville, Illinois, from
G100,000 to v50,000, pursuant to a plan which provides that
,?4,000 of the released capital shall be used to increase the
bank's surplus, and the remaining .16,000 to increase the un-
divided profits account, for the purpose of eliminating unsatis-
factory assets to be determined at the time of the next examina-
tion, all as set forth in your memorandum of June 25, 1934.

"In this connection, however, the Board feels that the re-
leased capital funds not transferred to surplus might more proper-
ly be set up as a reserve for losses or contingencies instead of
augmenting undivided profits. It is also felt that where, as in
this instance, ample funds will be available, it would be prefer-
able if at least the amount of depreciation in securities in the
lower grades were charged off instead of being carried in the as-
sets of the bank."

Approved.

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

as follows:

"Receipt is acknowledged of your memorandum of June 28, 1834,
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"with reference to the proposed reduction in the common capital

stock of 'The First National Bank of Columbus', Columbus, Indi-

ana, rhich was approved by the Board on Lay 3, 1934, pursuant to

a plan rhich provided among other things that 1l, 500 would be

raised locally for the purpose of purchasing a corresponding

amount of unsatisfactory assets from the bank.

"You advise that due to recoveries and adjustments effected

since the date of examination of the bank, it will be necessary

for the local interests to purchase only 05,579 of unsatisfactory

assets in order to complete the program of rehabilitation, in-

stead of 011,500 as originally contemplated.

"In accordance with your recommendation, the Board amends

its previous approval to provide that the amount of unsatis-

factory assets to be purchased by local interests be reduced

from 1.1,500 to 05,579, with the understanding that the other pro-

visions of the plan as originally submitted remain unchanged."

Approved.

Letter dated July 5, 1934, approved by three members of the

Board, to Li'. O'Connor, Comptroller of the Currency, reading as fol-

lows:

"In accordance with your recommendation the Federal Reserve

Board approves a reduction in the common capital stock of 'The
First National Bank of Petersburg', Petersburg, Indiana, from

050,000 to 25,000, pursuant to a plan which provides for the
use of the released capital, together with 20,000 of the bank's

surplus account, in eliminating approximately “5,000 of sub-

standard assets, all as set forth in your memorandum of June 19,

1934."

Approved.

Letter to 1.1r. 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
First National Lank of Chippewa Falls', Chippewa Falls, Wisconsin

from 0100,000 to 050,000 pursuant to a plan which provides that

the released capital shall be used to eliminate a corresponding

amount of unsatisfactory assets, all as set forth in your memo-

randum of June 22, 1934."

Approved.
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Letter to 1:ir. O'Connor, Comptroller of the Currency, reading

aS follows:

"In accordance with your recomiendation, the Federal Reserve
hoard approves a reduction in the con.mon capital stock of 'The
Liberty National Bank of Dickinson', Dickinson, North Dakota,
from 50,000 to 25,000, pursuant to a plan which provides that
the bank's capital shall be increased by cf)25,000 of preferred
stock to be sold to the Reconstruction Finance Corporation, and
that the released capital shall be used to eliminate a corre-
sponding amount of unsatisfactory assets, and provides also, that
the directors use ,;15,300 of their subordinated deposits to pur-
chase the bank's other real estate carried at approximately
R13,000 and other unsatisfactory assets of approximately c12,300,
all as set forth in your memorandum of June 22, 1934."

Approved.

Letter to Li. 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
Central National Bank of Junction City', Junction City, ICansas,
from ,,100,000 to 25,000, pursuant to a plan which provides that
the bank's capital shall be increased by y75,000 of preferred
stock to be sold to the Reconstruction Finance Corporation, and
that the released capital, together with a portion of the bank's
surplus and undivided profits accounts, shall be used to eliminate
unsatisfactory assets in the amount of approximately "85,000, all
as set forth in your mo/orandum of June 19, 19$4."

Approved.

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

as follows;

"In accordance with your recommendation, the Federal Reserve
Loard approves a reduction in the common capital stock of 'The
first National Lank of Brenham', Brenham, Texas, from 0.50,000 to
w75,000, pursuant to a plan which provides that the bank's capital
shall be increased by :,;75,000 of preferred stock to be sold to
the Reconstruction Finance Corporation, and that the funds re-
leased trou-t the reduction in the connon capital shall be used
to eliminate or reduce a corresponding amount of undesirable
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assets, all as set forth in your letter of June 21, 1934."

Approved.

Letter to Yr. 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
First National Bank of Montesano', Lontesano, Washington, from
50,000 to ',:7,500, pursuant to a plan which provides for the sale
at par of42,500 preferred stock to the Reconstruction Finance
Corporation and others, the surrender of all the common stock
and the resale of V7,500 of such surrendered stock, and the use
of the released capital, together with approximately $6,000 of
the bank's undivided profits in eliminating or reducing undesir-
able assets, all as set forth in your letter of June 22, 1934."

Approved.

Telegram dated July 5, 1934, approved by three members of the

Board, to Ir. Williams, Federal Reserve Agent at the Federal Reserve

Bank of Cleveland, stating that the Board has given consideration to

the application of the "Coraopolis Trust Company", Coraopolis, Pennsy1-

78alia, for a voting permit under the authority of section 5144 of the

Revised Statutes of the United States, as amended, entitling such or-

ganization to vote the stock which it owns or controls in "The Cora-

opolis Naticnal Bank", Coraopolis, Pennsylvania, and has authorized

the issuance of a limited permit to the applicant for the following

purposes:

"To authorize the issuance by such bank of common stock and/Or
preferred stock of one or more classes, in such amounts and with
such par values as may be approved by the Comptroller of the Cur-
rency and the Federal Reserve Agent or the Assistant Federal Re-
serve Agent at the Federal Reserve Bank of Cleveland, and to make
such amendments to its Articles of Association as may be necessary
for this purpose, at any meeting of shareholders of such bank, or
at any adjournment thereof, at any time prior to October 1, 1934."
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The telegram also authorized the agent to have prepared by counsel for

the Federal reserve bank, and to issue to the Coraopolis Trust Company,

a limited voting permit in accordance with the telegram. The telegram

stated also that, in authorizing the permit referred to, the Board as-

sumes that the agreements required by subdivisions 1 and 2 under the

letter C of the Board's ANCIGAR telegram of January 4, 1934, authoriz-

ing the issuance of a limited permit to the Coraopolis Trust Company

entitling it to vote its stock in The Coraopolis National Bank, have

been satisfied, and that the agreement required in subdivision 3 there-

of will be duly satisfied; that if this assumption is not proper, the

agent is requested to withhold the issuance of the permit hereby author-

ized and to advise the Board in detail as to the extent such agreements

are not or will not be satisfied and the reasons therefor; and that if

this assumption is proper, the agent is requested to furnish the Board

Ivith information as to such compliance.

Approved.

Lemorandum addressed to Governor Black by Mr. Wyatt, General

Counsel, under date af June 22, 1934, stating that Mr. O'Connor of the

United States Chamber of Commerce called him on the telephone on that

date and said that the Chamber of Commerce has received a large number

(31" inquiries from business concerns all over the United States regard-

ing the new loans to industry to be made by the Federal reserve banks

kad the Reconstruction Finance Corporation; that the Chamber of Commerce

i8 very anxious to decentralize its 'work in this connection by furnish-

ing the local chambers of commerce full information on the subject and
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arranging for them to answer inquiries instead of having all of the in-

qto.rj come to Washington; and that to this end he is preparing to

tail to all local chambers of commerce copies of the Board's regulations

and those of the Reconstruction Finance Corporation, together with a

circular letter prepared by the Chamber of Commerce. The memorandum

stated also that Mr. O'Connor would like very much to have for the use

of the United States Chamber of Commerce 3,000 copies of the Board's

Regulation S; that Mr. Wyatt advised Mr. O'Connor he thought it could

be arranged to furnish him with such copies, and that he believed it

Would be distinctly in the Board's interest to permit the Chamber of

Commerce to distribute such regulations, since it would cut down the

4umber of inquiries received by the Board and the Federal reserve banks.

Mr. Wyatt was authorized by four members of
the Board on July 5, 1954, to furnish Er.
O'Connor with 3,000 copies of the Board's Regu-
lation S for the purpose set forth in Mr. Wyatt's
memorandum.

Letter dated July 5 1934, approved by three members of the

Board, to the Federal reserve agents at all Federal reserve banks,

reading as follows:

"At its recent conference with the Chairmen and Governors of
the Federal reserve banks the Federal Reserve Board considered the
new responsibilities placed upon the System by the Securities Ex-
change Act of 1934. This act gives the Federal Reserve Board
authority to determine the margins to be required by and
dealers in extending credit to their customers, and also empowers
the Board, within certain limitations, to prescribe rules and
regulations, including margin requirements, for loans extended by
other persons, including banks, for the purpose of purchasing or
carrying securities registered on national securities exchanges.

"Margin requirements do not become effective before October
1, 1934, and the Board's regulations on the subject will not be
issued for several weeks.
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"In the case of brokers the law lays down a standard of nor-

gins, which shall constitute the basis of the Board's regulatians,
although the Board is given authority to prescribe lower require-

ments, if it deems it necessary or appropriate for the accommoda-
tion of cohrmerce and industry, with due regard to the general

credit situation in the country, and to prescribe higher margins
if it deers it necessary or appropriate in order to prevent the

excessive use of credit to finance transactions in securities.
In the case of other lenders on securities, including banks, no

standard is specifically laid down in the law, the margins to be
prescribed being left to the hoard's discretion.

"The fundamental principle by which the Board is to be guided
in determining mrgin requirements and in formulating its regula-
tions is stated in the law. The Board is directed to enforce its
new powers for the purpose of preventing the excessive use of
credit for the purchase or carrying of securities. This principle
is in line with the provisions of the Banking Act of 1233, which
in several sections places special responsibility on the Federal
reserve banks and the Federal Reserve Board in connection with
excessive use of bank credit in the security markets. The law
imposes upon the Federal Reserve Board no duties in connection
with the supervision of the stock exchanges or the prevention of
undesirable practices among members of such exchanges. 2osponsi-
Linty for these matters is placed upon the Securities and Exchange
Commission. The Federal Reserve hoard's duty under this act re-
lates chiefly to the determination of margins to be required on
securit:, loans, a power to be exercised as a part of the Federal
Reserve System's general credit policy of controlling undue credit
expansion in the security markets.

"In so far as banks are concerned, the Federal Reserve Board's
authority under this act relates to loans made for the purpose of
Purchasing or carrying securities registered on national securities
exchanges. It does not apply, therefore, to loans made solely for
industrial, agricultural, or connorcial purposes, regardless of the
question whether these loans are secured or unsecured, and, if
secured, regardless of the character of the collateral. The de-
termining factor is the purpose of the loan and not the nature of
the security offered. If a loan is collateraled by stocks or
other equity securities and is made for the purpose of purchasing
or carrying securities registered on a national securities exchange,
it cones under this section of the act; if it is made for any other
purpose, then it is exempt. The Board's power under this section,
furthermore, does not apply to loans on exempted securities, which
are defined by the law as including among other securities obliga-
tions of the United States, or of any State or political subdivi-
sion, and such other securities as the Securities and Exchange
Commission may declare to be exempted securities. The power of
the Board is further limited by exempting bank loans on securities
other than equity securities, which means in practice that it is
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"not applicable to loans on bonds, except bonds such as these

having conversion privileges, and there are certain other exemp-

tions. In general, the law, in so far as it applies to control

over banks, is intended to prevent the banks from being used for

the purpose of circumventing the margin requirements proscribed

for loans extended by brokers to their customers, and to prevent

undue expansion of bank credit employed in the securities markets.

"General bankirt; practices in relation to loans for industri-

al, agricultural, or commrcial purposes are not affected by this

Act.
"Please transmit copies of this letter to all the banks in

your Federal Reserve District."

Approved.

Letter to Honorable Paul John Kvale, House of Representatives,

reading as follows:

"This refers to your letter of June 18, 1934, addressed to
the Comptroller of the Currency, with regard to a certificate
of deposit, a copy of which you inclose, payable a certain number
of months after date or at any time prior thereto upon 30 days

notice in writing.
"In accordance with the provisions of Section 1:7, of the Fed-

eral Reserve Act, the Locrd t s Regulation 0,, a copy of which is

inclosed herewith for your information, defines a time certificate

of deposit as follows:
'(1) Time certificates of deposit - The term "time certif-

icate of deposit" means an instrument evidencing the deposit

with a bank of a certain sum specified on the face of the in-

strument payable to bearer or to any specified person or to his

order-
(i) On a certain date, specified in the instrument, not

less than 30 days after the date of the deposit, or
(ii) At the expiration of a certain specified time subse-

quent to the date of the instrument, in no case less than 30
days, or

(iii) Upon notice in writing which is actually required
to be given a certain specified number of days, not less than
30 days, before the date of repayment, and

(iv) In all cases only upon presentation and surrender
of the instrument.'
"-i;hile the Federal Reserve Board does not look with favor

upon the use of certificates of deposit of the kind to which your
letter relates, it appears that under the terms of the certifi-
cate the deposit cannot be withdrawn until after 30 days from the
date of the deposit and, accordingly, the Board is of the opinion
that such a certificate must be regarded as a time certificate of
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"deposit within the meaning of Section 19 of the Federal Reserve
Act and of Regulation Q, upon which interest may lawfully be paid
in accordance with the terms of the regulation. While the de-
Posit may be withdrawn at any time upon the expiration of 30 days
written notice actually given by the depositor, it would appear
that, if such notice is not given, the deposit may not be with-
drawn except upon the expiration of the period of months specifi-
cally mentioned in the certificate; so that it must be regarded
either as a deposit payable only after 30 days written notice or
as a deposit payable at the expiration of a certain specified
time not less than 30 days subsequent to the date of the certifi-
cate. In either event it conforms to the above-quoted definition
of a time certificate of deposit."

Approved.

Letter to lir. Hoxton, Federal Reserve Agent at the Federal

Reserve Bank of Richmond, reading as follows:

"This refers to your letter of March 13, 1934, making cer-
tain inquiries with regard to the procedure you should follow in
reporting possible violations of the provisions of Section 22(g)
of the Federal Reserve Act.

"With reference to loans or extensions of credit made to
its own executive officers by a State member bank in your dis-
trict, you should, as indicated in your letter, proceed in ac-
cordance with the provisions of the Board's circular letter of
July 22, 1933 (X-7518).

"In cases where it appears from information which has come
to your attention through reports of examination or other offi-
cial sources thct a State member bank or a national bank in your
district has made a loan to an executive officer of another State
member bank in your district or has permitted that officer to be-
come indebted to it within the purview of Section 22(g) of the
Federal Reserve Act, you should ascertain whether the particular
executive officer has filed with the chairman of the board of di-
rectors of his bank a report of the kind required by Section 22(g)
of the Federal Reserve Act. If such a report has not been fur-
nished, you should report the matter in the usual manner to the
Board and the local United States Attorney as a possible viola-
tion of Section 22(g). It is suggested that you consider the
advisability of obtaining through your examiners the required in-
formation as to whether a loan to an executive officer which comes
to the attention of your office has been reported to the chairman
of the board of directors of the member bank of which he is an
executive officer, either at the time of the next examination of
the member bank by which the executive officer is employed or by
correspondence in connection with the examination of the bank mak,-
ing the loan.
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".here it appears from such information that an executive

officer of a State member bank in another Federal reserve dis-

trict has obtained a loan or extension of credit from a State

member bank or a national bank in your district, you should

bring to the attention of the Federal Reserve Agent for that

district such facts as you may have in your possession regarding

the transaction in question and that Federal Reserve Agent should

thereupon proceed in accordance with the procedure above set

forth.
"flouever, whore you have been advised that executive of-

ficers of a national bank in your district have borrowed from or

have become indebted to a State member bank in the same or an-
other Federal reserve district, the hoard is of the opinion that
it is only necessary for you to report such details of the trans-

action as you may have to the chief national bank examiner for

your district for such action as he considers advisable. In this

connection, your attention is directed also to the Board's letter
of February 8, 1928 (X-5072).

"The board appreciates that there may be cases in which ex-
ecutive officers of State member banks will borrow from non-
member banks and that, except with the cooperation of the State
banking authorities, information regarding such cases would not
be available to you. Accordincjly, it is suggested that, if you
have not already done so, you acquaint the State banking authori-
ties in your district with the provisions of Section 22(,-,) of
the Federal Reserve Act and request that, if it is feasible to
do so, they furnish you from time to time with any information
they may have readily available regarding loans by non-member
banks to executive officers of State member banks. If the State
authorities do not feel that they can furnish you with such in-
formation they may be willing to take the matter up in each case
with the State member bank involved."

Approved.

Letter to ivir. Frank Warner, Secretary of the Iowa Bankers As-

sociation, Des loines, Iowa, reading as follows;

"This refers to your letter of June 13, 1934, in regard to
the limitations and conditions as to dealing in investment securi-
ties and stock -which are applicable in the case of State member
banks under the provisions of section 9 of the Federal Reserve
Act and of paragraph 'Seventh' of section 5136 of the Revised
Statutes.

"Under the provisions of paragraph 'Seventh' of said section
5136, a national banking association may effect purchases and
sales of investment securities without limitation, provided such
Purchase and sales are made without recourse, solely upon the
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"order, and for the account, of customers, and in no case for the
bank's own account. In addition, a national banking association
may purchase for its awn account investment securities within the
limitations and restrictions prescribed in said paragraph

'Seventh' and in regulations issued by the Comptroller of the Cur-
rency, but it is provided that no such association may underwrite
any issue of securities. However, the limitations and restric-
tions of that paragraph as to dealing in, underwriting, mid pur-

chasing for a bank's own account investment securities are not

applicable to Obligations of the United States or other obliga-
tions of certain classes referred to therein.

"Said paragraph 'Seventh' provides that the term 'investment

securities' as used therein shall moan marketable obligations 'in
the form of bonds, notes and/Or debentures commonly known as in-
vestment securities under such further definition of the term
"investment securities" as may by regulation be prescribed by the

Comptroller of the Currency.' There is inclosed herewith a copy
of the regulations issued by the Comptroller of the Currency
under date of June 30, 1927, which are the latest regulations on
this subject and which are in effect at the present time.

"As you know, under the provisions of section 9 of the Fed-
eral Reserve Act, State member banlz are subject to the same
limitations and conditions with respect to the purchasing, selling,
underwriting and holding of investment securities end stock as are
applicable in the case of national banks under paragraph 'Seventh'
of section 5136 of the Revised Statutes; and, accordingly, a State
neither bank is subject to the limitations and conditions above de-
scribed in purchasing and selling investment securities. With
reference to your specific question, therefore, you are advised
that a State member bank may not purchase, sell, underwrite or
hold investment securities, other than obligations of the United
States and other obligations of certain classes specifically named
in said paragraph 'Seventh', except in accordance with the limita-
tions and conditions above set out. However, a State member bank
is not prohibited by provisions of paragraph 'Seventh' from
Purchasing any investment securities for its awn account subject
to such limitations and conditions.

"Under said paragraph 'Seventh', a national bank may not
Purchase shares of stock of any corporation except as permitted
by law and, in view of the provisions of section 9 of the Federal
Reserve Act, a State member bank is subject to the some restric-
tion. The Federal Reserve Board has expressed the opinion that
there is no prohibition in the Federal statutes against a State
nenber bank buying or selling corporate stocks solely upon the
order and for the account of customers."

Approved.

Telegram dated July 5, 1934, approved by members of the

Board, to nr. Sargent, Assistant Federal Reserve Agent at the Federal
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Reserve Bank of San Francisco, reading as follows:

"Reforring your wire June 30, Board's condition of member-
ship Ho. 17 contained in letter of Larch 11, 1932 (X-7356),
contemplates that 'hen a State member bank which has accepted
such condition deposits funds it holds in trust in its banking
department such funds shall be secured by deposit of required
securities in its trust department regardless of whether such
trust funds are awaiting investment or distribution. You will
understand of course that only State member banks which have ac-
cepted such condition of membership are subject to its require-
ments, although Board feels that requirements of that condition
represent a desirable practice to be followed by any member bank."

Approved.

Letter to Lr. Orville 1. Lullitt, Philadelphia, Pennsylvania,

reading as follows:

"This refers to your letter of June 5, 1934, regarding your
application under Section 32 of the Banking Act of 1933 for a
permit to serve at the same time as a director of Central-Penn
National Bank and as a partner in the firm of "ff. U. Newbold's
Son Co., both of Philadelphia, Pennsylvania.

"The Federal Reserve Board has given careful consideration
to the statements in your letter concerning your training and
experience in, the banking business and your interest in the wel-
fare of the bank. Consideration has also been given to your
statement concerning the nature of the transactions between the
bank and W. H. Newbold's Son L.: Co., and to your statement that
the underwriting and promotion business of the company does not
require undue assistance of the banks for financing.

"however, the position taken by the Board in its letter to
You was the same as that taken with respect to other applications
in which similar circumstances were present, and was adopted in
order to give effect to the purposes which the Board believes
Congress had in mind in enacting Section 32. It appears that it
was the general purpose of Congress in enacting that section to
terminate relationships of the types described therein between
member banks and dealers in securities, apparently because it
was thought that such relationships night have a tendency to in-
fluence the credit and investment policies of member banks in a
manner which Congress did not consider compatible with the public
interest. In view of the policy thus declared by Congress, the
Board feels that, except in unusual cases which are not 'within
the class contemplated by the statute, it should not issue per-
mits authorizing relationships which are within the prohibitions
of the section.

"Referring to your statement that it seems necessary that
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"the innocent party should prove his innocence rather than be ad-

judged guilty, your attention is invited to the fact that the

question involved is not uhether the applicant is innocent or

guilty of any actual wrongdoing, but -whether he should be exempted

from the operation of the General rule prescribed by the statute.

"The Board wishes to make it clear that the denial of your

application is not based upon the belief that your interlocking

relationship has actually resulted in any of the undesirable

practices which Congress sought to prevent by the enactment of

Section 32; but the relationship is one of the type which Con-

gress sought to terminate, in order to guard against the possibil-

ity that in the future such relationships might have a tendency

to affect the credit tuad investment policies of member banks.

'Mille the Board is not unsympathetic with your desire to

continue to serve as a director of the bank and as a partner of
J. H. Eewbold's Son & Co., it believes that your letter of June

5, 1934, states no facts which justify the making of an exception
to the general rule prescribed by Congress; and, accordingly, the

zoard denies your application. Please advise the Federal Reserve

Agent at the Federal Reserve Lank of hiladelphia of the steps

which you take in order to comply with the provisions of Section

32."

Approved.

Letter to Lr. Hoxton, Federal Reserve Agent at the Federal .,,

serve Bank of Richmond, reading as follows:

"This refers to the applications of Messrs. C. N. Gohen,

-emer Gebhardt, A. lioone, and C. Viatts, under Section 32
of the Banking Act of 1933 for permits to serve as officers
and/Or directors of The First Luntington National Bank and of The

First Huntington National Company, both of Huntington, Viest Vir-
ginia.

"It has been noted that in answer to question No. 2 of
P.R.B. Form 99a, the applicants describe the business of The

First iiuntington National Company as follows:
'Buying and selling Government securities, municipals, and

corporate securities on commission, all orders received from

customers being placed by us with members of the New York

Stock Exchange or other recognized dealers in securities.'

"In a letter addressed to Mr. Fry, dated June 27, 1934,
C. A. Boone states:

'Az stated in our previous correspondence, it has never been
the policy of the company to take positions in securities or
to become a member of a syndicate for the purpose of distribut-

ing or selling such securities to our customers. All bonds
and stocks handled by the company in the usual course of its
business being bought and sold on customers orders only.'
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"The statement of condition of The First liuntinton Eation-

al Company, as of I:ovember 29, 1933, lists an item of 'socks'

in the amount of ‘e199,955.24. In response to an inquiry from

Fr. Fry, Er. Boone states in the above letter that this item

represents an investment in stocks made early in 1930 for the

purpose of earning a reasonable return upon the amount of capital

of the company which was found to be in excess of that needed to

carry on the brokerage business in which the company is engaged.

"It has also been noted that the item of 'Customers' debit

balances' in the amount of .3,202.48 appearing in the above men-

tioned statement of condition is explained by the following note

at the bottom of the first page of F.R.B. Form 99c.

'The item "Customers' Debit Balances" c,3202.48 represents

various small balances due from customers on account of in-

complete transactions. It does not represent a loan or loans

to customers on stock or bond collateral in the form of a

marginal account. The company does no marginal business what-

"On the basis of the above statements, and the other infor-

mation contained in the applications, the Federal Reserve Board

is of the opinion that The First ziuntington 1:ational Company is

not 'engaged primarily in the business of purchasing, selling or

negotiating securities' vithin the meaning of Section 32 of the

Canking Act of 1933, and that no permits under the section are

required in connection with the relationships in question. Un-

less there are other facts which you believe should be called to

the attention of the Board, it vill be appreciated if you will

advise the applicants accordingly."

Approved.

Letter to Fr. Eevton, Federal Reserve Agent at the Federal Re-

cerve Bank of Atlanta, reading as follows:

"This refers to the letter of Er. Clark dated June 27, 1934,

in regard to the application of Fr. H. S. Denniston under Section

32 of the Banking Act of 1933 for a permit to servo at the same

time as president and director of the American Eational Bank

Trust Company of Lotile, and as president and director of the

American Securities Corporation of Ylobile, both of Fobilo, Ala-

bama. Reference is also made in 1.r. Clark's letter to the apli-

cation of the American Eational Lank cc Trust Company of ijobile

under Section 32 for permission to perform the functions of a

correspondent bank on behalf of the American Securities Corpora-

tion of
"Inclosed with Fr. Clark's letter was a letter from

Denniston, dated June 26, 1934, stating, that, since filing his

application, Er. Denniston had resigned as a director and officer
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"of the American Securities Corporation of Mobile. 2.r. Denniston
also stated that he did 'not believe that the nature of business
transacted between the bank and the American Securities Corpora-
tion would come within the definition of "Correspondent Dank" and

"Correspondent Dealer", as the Securities Corporation simply car-

ries a small account with the bank and 0111BS the bank money on a

secured basis'. Yr. Denniston stated that the securities corpora-
tion is to be liquidated, and that he believed it mould be best
that all applications be withdrawn.

"It has been noted that Yr. Clark's letter contains no rec-
ommendation or expression of opinion regarding this matter. It

seems desirable, however, to have a statement of your views upon
the question of whether the provisions of Section 32 are now ap-
plicable to the relationships covered by these applications. Ac-
cordingly, it will be appreciated if you will furnish to the Board
a full statement of the facts as they now exist concerning these
relationships, and state whether in your opinion the provisions of
Section 32 are applicable to these relationships, and whether
these applications should be considered as withdrawn."

Approved.

Letter to Er. A. Frank Barnes, Salt Lake City, Utah, reading

as follows:

"Reference is made to your letter dated Lay 16, 1934, ad-
dressed to the Federal Reserve Bank of San Francisco with regard
to your application under Section 32 of the Banking Act of 1933
for a permit to servo at the same time as a director of the
Barnes Banking Company, Kaysville, Utah, and as an officer and
director of Edward L. Burton Cz Co., Salt Lake City, Utah.

"The Federal Reserve Board has given attention to the resolu-
tion of the Barnes Banking Company requesting that you be allowed
to continue to serve as a director of the bank. The Board has
also considered your statement that the Barnes Banking Company is
a small rural bank and that its customers seldom ask the bank of-
ficials for advice regarding investments.

"however, the position taken by the Board upon your applica-
tion in its previous letter was the same as that taken with re-
spect to other applications in which similar circumstances were
present and was adopted in order to give effect to the purposes
which the Board believes that Congress had in mind in enacting
Section 32. The Federal Reserve Board believes that it was the
Purpose of Congress in enacting that section to terminate rela-
tionships of the types described therein between member bn-1-117s and
dealers in securities apparently because it was thought that such
relt-tionships might have a tendency to influence the credit and
investment policies of member banks; and, in view of the policy
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"thus declared by Congress, the Board believes that, except in

unusual circumstances which clearly are not within the intent of

the law, it should not issue permits authorizing relationships

*which fall within the prohibitions of the section. Although no

facts have been presented to the Board which mould show that

your interlocking relationship has resulted in any of the unde-

sirable practices which Congress sought to prevent, nevertheless

the relationship appears to be within the class at which the pro-

visions of Section 32 were directed.

%Idle the Board is not unsympathetic with your desire to

serve the above named institutions, it believes that your letter

of hay 16, 1934, contains no facts which would justify an excep-

tion in your case, and the Board therefore denies your applica-

tion. It will be appreciated if you will advise the Federal Re-

serve Agent at the Federal Reserve Bank of San Francisco of the

action which you take in order to comply with the provisions of

Section 32."

Approved.

Letter dated July 5, 1934, approved by three meMbers of the

Board, to an applicant for a permit under the Clayton Act, advising

Of approval of his application as follows:

Er. L. Lauritsen, for permission to serve at the sane time as a

director of The Grafton National Bank, Grafton, North Dakota,

and as an officer of the First National Bank in Loorhead, Moor-

head, Minnesota.

Approved.

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

vising of approval of their applications as follows:

Mr. Norman James, for permission to serve at the same time as a

director of the Safe Deposit and Trust Company of Baltimore, Bal-

timore, Maryland, and as a director of the Baltimore branch, Fed-

eral Reserve Bank of Richmond, Baltimore, Maryland.

Li.. James R. Gilliam, Jr., for permission to serve at the same
time as a director of The Lynchburg National Bank and Trust Com-
pany, Lynchburg, Virginia, as a director of The First National
Bank of Danville, Danville, Virginia, and as a director and of-
ficer of The Lynchburg Trust and Savings Bank, Lynchburg, Virginia.

Er. N. G. Morton, for permission to serve at the same time as a
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director of The First National Bank of Lynchburg, Lynchburg, Vir-
ginia, and as a director of The Lynchburg Trust and Savings Bank,
Lynchburg, Virginia.

Dr. S. V. Kemp, for permission to serve at the same time as a
director of The Lynchburg National Bank and Trust Company, Lynch-
burg, Virginia, and as a director of The Lynchburg Trust and
Savings Bank, Lynchburg, Virginia.

Dr. L. E. Lichford, for permission to serve at the same time as
a director of The Lynchburg National Bank and Trust Company,
Lynchburg, Virginia, and as a director and officer of the Commer-
cial Trust & Savings Bank, Lynchburg, Virginia.

Henry B. EcUane, for permission to serve at the same time as
a director of The Lynchburg National Bank and Trust Company,
Lynchburg, Virginia, and as a director of the Commercial Trust &
Savings Bank, Lynchburg, Virginia.

Mr. We H. Miller, for permission to serve at the same time as a
director of The Lynchburg National Bank. and Trust Company, Lynch-
burg, Virginia, and as a director of The Lynchburg Trust and
Savings Bank, Lynchburg, Virginia.

Lx. C. R. Pettyjohn, for permission to serve at the same time as
a director of The Peoples National Bank of Lynchburg, Lynchburg,
Virginia, and as a director of the Comrercial Trust ez Savings
Bank, Lynchburg, Virginia.

Mr. Walker Pettyjohn, for permission to serve at the same time
as a director and officer of The Peoples National Bank of Lynch-
burg, Lynchburg, Virginia, and as a director of The Lynchburg
Trust and Savings Bank, Lynchburg, Virginia.

Vir• James 0. Notts, for permission to serve at the same time as
a director of The First National Bank of Lynchburg, Lynchburg,
Virginia, and as a director of The Lynchburg Trust and Savings
Banh, Lynchburg, Virginia.

Mr. N. M. Worley, for permission to serve at the same time as a
director of The Lynchburg National Bank and Trust Company, Lynch-
burg, Virginia, and as a director and officer of the Commercial
Trust & Savings Bank, Lynchburg, Virginia.

Approved.

There were thenpresentod the following applications for changes

8toc1 of Federal reserve banks:
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1ications for ADDITIOI,AL Stock: Shares
District NO. 4.
CentralInite-a- ational Bank of Cleveland,

Cleveland, Ohio 4,200
The Carnegie National Bank,
, Carnegie, Pennsylvania
the First National Bank of Irvin,

Irvin, Pennsylvania

30

60 4,290

The Secoiid-Ilaional Bank of hagerstown,
Hagerstown, Laryland 8 8

District No. 6. 
Lo u5±8 lational Bank of Baton Rouge,

Baton Rouge, Louisiana 180
The First National Bank of McComb City,

LeComb, Mississippi 75 255

District No. 9. 
7171;-r1Tat National Bank of Barnum,

Barnum, Minnesota 9
The First Dakota National Bank and Trust

Company of Yankton, Yankton, South Dakota 60 69

P.21-E..t.Elt
The FfFliETaTI;rial Bank of Butte,

Butte, Nebraska 13 13
Total 4,635

!1.2,rtllaations for SURRENDER of Stock:District ho. 2.
The liational Union Bank of Kinderhook,

Kinderhook, New York 30
The Pirst National Bank of hempstead,

lienpstead, New York 600 630

P1,EIEict No. 3.
The United States National Bank of

Johnstown, Johnstown, Pennsylvania 960 960

2,14'LLI.Nos 1"
FiiR-767:17Eal Bank of La Junta,
La Junta, Colorado 60 60

No. 12.
The Pii .7111176-Tial Bank of Gig Harbor,

Gic Harbor, Washington 17 17
Total 1,667

Approved.
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Thereupon the the moetingadjourned.

Executive Committee.
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