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4 Meeting of the Federal Reserve Board was held in Washington on

wﬁdn
88
%7, October 10, 1934, at 3:10 p. m.
PRESENT: Mr. Thomas, Vice Governor
Mr. Hamlin
Mr. James
Mr. Szymczak
Mr. O'Connor
Mr. Bethea, Agsistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Paulger, Chief of the Division
of Examinations
Mr. Wyatt, General Counsel
Mr. Boatwright, Assistant Counsel
The Boarg considered and acted upon the following matters:
Le
gy, ter to "The National Metals Bank of Hancock", Hancock, Michigan,
\ € as follows:

n

appliczze Federal Reserve Board has given consideration to your
szauth i permigsion to exercise fiduciary powers, and grants
lﬁw, a OTity to act, when not in contravention of State or loecal
bongg - ¥rustee, executor, administrator, registrar of stocks and
of 1u;a§§ardian of estates, assignee, receiver, committee of estates
ty & 8, or in any other fiduciary capacity in which State banks,
Tith natﬁp&nies or other corporations which come into competition

onal benks are permitted to act under the laws of the State
prGVisiogan’ the exercise of all such rights to be subject to the
F o8 of the Federal Reserve Act and the regulations of the
- €rve Board.
Hancock ASmuch as the application of The National Metals Bank of
tro). er’ofanCOCk’ Michigan, was made prior to the date the Comp-
zill Tequi the Currency authorized it to commence business, the Board
g Youp i Fh&t your board of directors adopt a resolution ratify-
15 4pplication for permission to exercise trust powers, and it

Fneestog

n *deq that a certified copy of the resolution so adopted be

Fhe Federais Soon as possible through the Federal Reserve Agent at

derg) ReSeReserve Bank of Minneapolis, who will forward it to the
rv

Slveq e Board, When a copy of such resolution has been re-

,\ exercis;ytthe Board, a formal certificate covering your authority to

Tust powers will be sent to you."

Approved.,

Lett
er
to Mr, O'Connor, Comptroller of the Currency, reading as
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r°110ws H

Reser:In accordance with your recommendation, the Federal
Stock © Board approves a reduction in the common capital

of "The New Market National Bank", New Market, New
Prosigire’ from $50,000 to $25,000, pursuant to a plan which
Sale :sﬁthAt the bank's capital shall be increased by the
Finano 25,000 of preferred stock to the Reconstruction

-8 Corporation, that the released capital shall be used

to
tha:liminate a corresponding amount of estimated losses, and
secu:(-;fl_il;:-L remaining losses and depreciation in lower grade

ie

o 8 shall also be eliminated, all as set forth in your
Tandum of September 27, 1954."

Approved.
1
0 AemOrandum dated October 6, 1934, from Mr. Goldenweiser, Director
the p
ivigs ;
b Vision of Research and Statistics, submitting an article on mem—

ep
ank
£ reserve requirements written by him at therequest of Mr. Harry
on, of ‘
"y the Whaley-Faton Service, to be published in the magazine
Sran

tohihim

» and Stating that Mr. Eaton talked to Vice Governor Thomas, who
that pe personally saw no objection to the publication of the
that Suggestions made by Mr. James had been incorporated in the

g 4 that 14 was understood that the article was satisfactory to him;
hat,

’ therefore, it is recommended that the Board approve the publi-

tio
ot the article

Approved.

Le
Y bter to ur, Williams, Federal Reserve Agent at the Federal Reserve
of Cl
eveland, reading as follows:
" 3
With rgecelpt is acknowledged of your letter of October 6, 1934,
&ng braﬁ to a meeting of the boards of directors of your bank
I thig Ches with the Federal Reserve Board in Washington, and
an Sonnection you call attention to the practice of holding
in Clay Meeting of the directors of your head office and branches
®land in June, of the directors of your head office and

SER
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nPittsburgh branch in Pittsburgh in September, and ?f Fhe d?rec—
0Ors of your head office and Cincinnati branch in Cincinnati in
etOber.

"It is not believed that it will be possible to arrange for
a Teeting with your directors in October, so that the nearest
® Suggested in your letter would be in June of next year. In
© event that your directors feel that it would be desirable to
2%t with the Board before that time, it is suggested that you
8lve Consideration to some earlier date which would meet the con-
vehience of the boards of directors of your bank and branches and
7186 the Board of their decision.
"If it is felt that June will be a satisfactory time for the
reeting, the Board will appreciate advice as to the date of the
§eeting of your directors in Cleveland and the date they would
®8ire to meet, with the Board."

Approved.

3 Telegran dated October 9, 1934, approved by four members of the
Wuﬂ’ %

° Mr, Wood, Chairman of the Federal Reserve Bank of St. Louis,
Toue

a8 follows:

Boang 10U telegram October 5 re meeting your directors with
figzd 0 Washington. It now appears that date suggested can be
Oct, &d intg general schedule, and, accordingly, Boa?d has fixed
VisOber %6, at 10 a.m., as date for meeting. You will be ad-
in " later of matters which Board will wish to discuss at.meet—
tog, and it will be appreciated if you will request your directors
o 8ive Consideration to any matters which they would like to have
nSldered and if you will advise Board with regard thereto not
*F than October 19."

Approved.

3 Tetter to lr. Hoxton, Federal Reserve Agent at the Federal Reserve

of
Richmond, reading as follows:

to th“Referring to your letter of October 3, it will be agreeable

8 1e Federal Reserve Board for you to defer until after December

iné t95 > Submission of the statement and recommendations regard-
Calyg ® reclassification of member banks for electoral purposes

\ A for 3 the Board's letter of September 19, X-8012."

Approved.
T S
8, elegram dated October 9, 1934, approved by four members of the

s 1 5 .
? the Federal reserve agents at all Federal reserve banks, reading

SER
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ag follows;

el "Board has been asked whether a losn carried with a bank

8 brr to October 1, 1954 may be transferred after that date to
R:ker and designated as an 'old account! under section 7(a)

i ogulation T. Assuming that bank in question is not a mem-

reply t& netional securities exchange, Board has advised in

of Ry hat.suggested designation may not be made as section 8(e)

only fulatlon T with respect to 'Transfer of Accounts' refers

tern '0 transfers from one 'creditor' to another 'creditor! and

ereditor! as defined in section 2(b) of Regulation T does

o
exz incluﬁe a bank which is not a member of a national securities
e.

Approved.

2 Telegram dated October 9, 1934, approved by four members of the
Oard

+ v
? Y0 the Federal reserve agents at all Federal reserve banks, read-
g as follOWS:

n

gy elg answer to inquiries as to the nature of an account which
the Boargflgn&ted as an 'old account! pursuant to section 7(a) of
® deg 8 Regulation T, Board has advised that the account to
relatioﬁn&ted as an 'old account! shall include all financial
ODenin shipg existing between a creditor and a customer at the
tionsh§ of business on October 1, 1934, except that those rela-
Count 4 ?S which may be recorded separately in other special ac-
6 neeq -, conformity with sections 3(b), 3(c), 3(d), 5(b), and
bay, enot be included in such old account. The adjusted debit
BecuritiOf Such old account and the maximum loan value of the
8(2) op oo therein must be calculated in accordance with section
thay the © regulation as if it were a combined account, except
tug ©ld account shall not affect or be affected by the sta-

of
8 Lor 8y other Special account or of any new account establish-
Such customer,n

Approved.

el
3 °8Tam dated October 9, 1934, approved by four members of the

’to.t
h@ : he Federal regerve agents at all Federal reserve banks, read-
fo1y,
L

n
§x°hang2 zesponse to question whether section 8(a) of Securities
r°kers et of 1934 and section 10(a) of Regulation T require
Pay off’bdealers and members of national securities exchanges to
efore October 15, any money borrowed prior to October 1,
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“1954’ from persons other than member banks, nonmember banks which
Otze filed agreements pursuant to section 11 of regulation, and
B er brokers, dealers and members of national securities exchanges,

tgard expressed the view that the restrictions of section 10(a) of

8 ® Tegulation and section 8(a) of the Act apply only to borrowing

wh Tegistered non-exempted securities on or after October 1, 1974,

" 0 thig section of the Act became effective, and do not r?quire

re; P&ying off of money borrowed before that dete or prohibit the

tha:wa Oor extension of a loan obtained before that date; provided
of t Such renewal or extension involves no increase in the amount
the Ae 1?an. In view of fact that violation of sec‘:t.’f.on 8(a) of

sub et is a criminal offense, however, Board's opinion upon.this

shog§Ct.w°uld not preclude prosecution if Department of Justice

Memh interpret the law differently; and, in case of any doubt,
er, roker, or dealer should obtain advice of his own counsel."

Approved.

B TelEgr&m dated October 9, 1934, approved by four members of the
arg
v t

© the Federal reserve agents at all Federal reserve banks, reading

\ 8 f"lloy, :

of ¢ "Severa) inquiries have been received as to which provisions
28 g Securities Exchange Act of 1954, the Federal Reserve Act,
b&nks nded, and the Banking Act of 1933 are applicable to member
Beéur-m.ld relate to the use of credit to finance transactic_ms in
Bxen 1ties within the meaning of section 8(a) of the Securities
Scri{‘);‘ge Act of 1954 and of the Board's Forms T-1 and T-2 pre-

£ ery. Pursuant thereto. Since guestion requires interpretation
tion Wnal statute rather than interpretation of Board's regt.lla—
from’ cexPI‘eSSion of opinion by Board would not afford protection
Bideraziminal prosecution if the Department of Justice, upon con-
that don of ths matter should take position inconsistent with
Viol&tj_ ®0 by Board and should feel compelled to prosecute for

AL woul°n of the section. Accordingly, Board does not feel that
qllestiod be appropriate for it to express an opinion upon the
®xgoyts . OPHeT than to advise nonmember banks contemplating the
Uteg 1;011 of Form T-1 or T-2 to familiarize themselves with stat-
that ab duestion and to consider possibility that it may be held
1°Wing OVe-mentioned language of section 8(a) refers to the fol-

s

SMended by section 7 of Banking Act of 1953, seventh para-

‘ Ay, a pr°viSions, among others: Section 11(m) of Federal Reserve

8ry
4] gh -

Section 19 of Federal Reserve Act as amended by section
g Act of 1933, fourth paragraph after paragraph
on x f section 4 of Federal Reserve Act as amended by sec-
E’“311 of anking Act of 1933, and those provisions of Securities
In ° dct of 1954 which are contained in appendix to Regulation
T®Ply to another inquiry, Board advises that foregoing
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"shoulg 1 senti ber banks contemplating
e brought to attention of nonmembe
SXecution of agieements but that circularizetion of such informa-

0 to all nonmember banks is believed to be unnecessary."
Approved.

Telegram dated October 9, 1934, approved by four members of the

Bo :
s to te Federal reserve agents at all Federal reserve banks, read-

§ 2 follows:

"In interpretin tion 7(a) of Regulation T on October 2,
g section y
1934, the Fedggal Reserve Board said: 'If, between the opening

U8iness , 1, 1934 and the time of the designation

Such accogﬁtogzozirolé account, there has been any withdrawal

Toney or securities from the account, such accoun? cannot be
designated a8 an old account unless it is an unrestricted account
gn October, 15 or on the date of such designation, whichever is the
c&ter, OT unless the cash and/or securities withdrawn from the ac-
cgEﬁ: ?re Teplaced before the account is designated as an old ac-

(1) his ruling has given rise to two additional inguiries.

Does it Te 1 of securities or only of
) 2vent the withdrawal of any ;

:Zg dities Wﬁich as of October 15 will have the status of regis-
e

Tep] ad/or exempted securities? and (2) What is meant by the
ace

lent of cash or securities withdrawn from the account? I?
t1 to the first question, the Board has ruled that the gestrigg_
t1 o 8Pplies to the withdrawal of unregistered, non-exempte sgc
8 i Vell as to the withdrawal of registered and/or exempte
ey ’Se  In answer to the second question, the Board has ruled
equs>. "eTe cash has been withdrawn, it must be replaced by.and
tgylv& ®nt amount of cash and, where securities have been with ra:n,
th:{ St be replaced by money and/or securities to such an ?ztgn.s
Not, € money plus the market value of the secufities depos;.eh i
Wep €8S than the aggregate market value of the securities Wi ;c
sace Yhdrawn and the money plus the maximum loan value of g zn
valﬁri 1es deposited is not less than the aggregate maximum to e
the ° of the securities which were withdrawn from the account. e
& ¢ TPose of determining the amount of cash and/or securltlesdnee

° Teplace securities withdrawn, the current market value an't.
Tepy ™ loan value of the securities withdrawn and of the S;C;Zl iZf
tiOn&ced Mist be ascertained in accordance with section 3 g ; g? el
Plag T as of the opening of business on October 15 or the date o

Stent Wwhichever is later."

EWQ T
Q

Approved.
ferth
By Letter dated October 9, 1934, approved by four members o e

» to lp, Case, Federel Reserve Agent at the Federal Reserve Bank of

SER
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» Teading as follows:

Yo "The Board has given consideration to the application of
th; George F, Schmidt, Clifton, New Jersey, for permission under
direPTOVisions of the Clayton Act to serve at the same time as
ctor and officer of The First National Bank of Clifton and
® Clifton Trust Company, both of Clifton, New Jersey, end as
poector of The Garfield Trust Company, Carfield, New Jersey.
thag zhe basis of the information before it, the Board feels
ble he issuance of the permit applied for would be incompati-
“%th the public interest.
18sueq reqver, it appears that on October 17, 1930, the Board
ag off'to Mr. Schmidt a Clayton Act permit covering his service
icer of The First National Bank of Clifton and officer
thatdireCtor of The Clifton Trust Company. For the same reason
he Board believes the issuance of the permit under the

T
zs:sent application would be incompatible with the public inter-
158& 1t also feels that the permit which previously has been

ed should be revoked.

the "A000rdingly, you are requested to advise Mr. Schmidt of
&cts°ard's position in the matter unless there are pertinent
fee] sghiCh were not submitted with the application which you

f ould be given consideration. If you deem it desirable
Board$essar¥’ you are authorized to inform Mr. Schmidt that the
as : action with reference to his present epplication as well
bageq .. PeTmit vhich previously has been issued to him was
he hasugon the unsatisfactory condition of the banks with which

€en associated in an officiel capacity and also as a

> the apparently excessive sacrifice made by depositors
1talize The Clifton Trust Company and his poor record
®ndance at directors' meetings of The Garfield Trust Com—

9 Tecap
a

that "When you communicate with the applicant please advise him
Boaré,in accordance with Section V (g) of the Federal Reserve
tigpnas S Regulation L, consideration will be given to any addi-
8ce &?ts or arguments not appearing in hisg application and
Board.anylng forms, which he feels should be brought to the
v (i) B &ttention, and that also, in accordance with Section
to be gf the same regulation, he may be afforded an opportunity
thig coeard in connection with the revocation of his permit. In

: Sch;2ECtion’ please advise the Board promptly as to whether
he&ri dt desires to submit any additional data or to have a
Ordep %’ 8nd, if not, as to what steps he proposes to take in

© comply with the provisions of the Clayton Act."

Approved.

Le
Bmuq “ters dated October 9, 1934, approved by four members of the

© appli, : i
ants for permits under the Clayton Act, advising of
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&ppp
*TOval of their applications as follows:

!
:ré James M. Dunn, for permission to serve at the seme time as
irector of The First National Bank of Clifton, Clifton, New

°TSey, and as a director of The Clifton Trust Company, Clifton,
W Jersey,

M, Kenneth g, Robinson, for permission to serve at the same time
Jer: director of The First National Bank of Clifton, Clifton, New
Clifey’ and as a director and officer of The Clifton Trust Company,
°n, New Jersey.

gréigeorge J. Smith, for permission to serve at the same time as
erseQCtor of The First National Bank of Clifton, Clifton, New
Pa Ty and ag a director and officer of The Clifton Trust Com-
Iy, Clifton, New Jersey.

Approved, together with a letter, also dated
October 9, 1934, and approved by four members of
the Board, to lMr. Case, Federal Reserve Agent at
the Federal Reserve Bank of New York, inclosing
Copies of the Clayton Act permits referred to
above; suggesting that the agent endeavor, in
Cooperation with the appropriate supervisory
authorities, to bring about a strengthening of
the capital structure of The First National Bank
of Clifton and a correction of the matters criti-
cized by the examiner; and requesting that, when

he agent submits his recommendetions, as a result
of his ennual review of the permits, he report ful-

as to the progress made in bringing about an im-
Provement in the condition of The First National
Bank of Clifton.

Le
b S8 dated-Ostgber 90,1954, approved by Lowd Heubess. of the Board,

Ve, PeYton,

by Federal Reserve Agent at the Federal Reserve Bank of Minnea-
8

’ T
*8ding g follows:

n
letterRegerence is made to the application, submitted with your
Wde,, tﬁ kugust 22, 1934, of Mr. J. W. Barton, for permission
Nat, ® Cleyton Act to serve as a director of The Central

lon
ReservleB&nk of Minneapolis and as an employee of the Federal

ank of My 11
ny. . inneapolis. .
thay iIn 1ts letter of April 29, 1933, X-7425, the Board stated

banks gcbelieves that officers and employees of Federal reserve
ing &ndCZPYing responsible positions should give their entire

Heq yy4, *tention to the affairs of the bank and not be idemti-

any outside business interests, and the Board has taken
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"the Position in all cases that employees of Federal reserve
S occupying responsible positions should not be officially
Somnecteq with outside business concerns, and that any such af-
filiations should be discontinued as soon as possible. Ac?ord—
gly, in its letter to you of October 5, 1933, in co?nectlon
Tith ¢ € service of lir. G. Brudvik, field representative, as an
lnactiye Vice president and director of the Renville County Bank
of Mohall; North Dakots, the Board expressed the opinion that lr.
Vik's official’ connection with the institution should be
terminated promptly and that he should dispose of the'stockﬂof
t?e bank heig by him as soon as it was possible for him to do so
orthout resulting in undue hardship. In your letter of December
il’ 985, you advised that Mr. Brudvik's resignation had been ac-
®Pted by the Renville Bank. ; :
In view of these circumstances, the Board is unw1}1ing'to
STant Mp, Barton'sg application, end if he is to be retained in
gia Present position of manager of the industrial.loan dep?rtment
Miniour bank, his connection with The Central National Bank of

hip :&polis should be terminated as soon as it is possible for

0 do go,
/ 193 "In this connection, you refer in your letter of %ugus& o2
li t1 % to i, Barton's indebtedness of #35,600 to the First Na-
1n§n&l Bank of Minneapolis. It appears from the statement ofh
thaebtednéss submitted by Mr. Barton under date of July 17, 1??4,
nst S indebtedness is secured by stocks and bonds and a life
Oriu?ance Policy; the indebtedness being the balanc? due on an
posglnal indebtedness of $76,000 apparently incurred for the pui~d
to : A Making investments. It is noted from your ?eport attache
hag o Clayton Act, application that $20,000 of the indebtedness
Tith SN Set up by the examiner of the national bank as a loss,
hag the Comment, that 'the loan is undermargined and the debtor
n: Neans o pay it!'. ] : e
of My, The Teport of examination of the Metropolitan National Ba:
Dresinneapolis as of April 5, 1930, showed Mr:_Barpon as vice 4
the Qent of that institution and in the confidentisl section o
TePort the examiner stated in part as follows:
'The condition of the assets and affairs of
this bank, generally speaking, can now be classed
o> entirely gatisfactory. This has been brought
gbout through its affiliation with the Northwest
fMeorporation of Minneapolis, Minn.
'The trouble examiners have had in the past
to cury, Vice Pregident Barton's activities are a
” n ST of record in your office. It is now
"ater over the dam", so I do not feel it is nec-
ik O go over it again - suffice to say his
8ve been clipped.
'Mr. Barton is a good banker — the only

wingg h




|

3129

10
/ 10/z4 {96

"'trouble is, he is too anxious for business and
too ready to take chances to get it. His dealings
with W, B, Foshay are a good example of what he
will do. He has at various times accommodated
Foshay in amounts of upwards of $300,000.00 when
other bankers in Minneapolis would have nothing to
do with him and yet when the crash came, he came
out of it clean.

'Somethig over $500,000.00 in paper was re-
Jected when control passed to the Bancorporation
]

of Mi;zhe exemination reports of the Northwestern National Bank

of ty, eapolis, made following the purchase by that institution

Probag bgsiness of the Metropolitan National Bank, indicated the

BOard'illtY of losses resulting from the transaction. It is the

Nort} S Understanding that Mr. Barton became an officer of the

ook West Bancorporation after the Northwestern National Bank

that Over t?e business of the Metropolitan National Bank, and

Wag t:°m§ time thereafter his connection with the Corporation
srminated.

‘hich ﬁhe Board appreciastes the emergency circumstances under

siderati' Barton was employed, but it is assumed that careful con-

Youlg °n was given to: (1) whether Mr. Barton's indebtedness

(2) vh Ve any adverse effect upon his service to your bank, and

Nﬁtionegher there was anything in his record with the Metropolitan

any Bu§ Bank or the Northwest Bancorporation which would raise

the ban;t&ntial question as to his desirability as an employee of

for th 5 and that you were satisfied that he was a suitable person

8 Position, notwithstending the unfavorable factors involved.

to Whetg your letter of August 22, you state that the decision as

Youlq o er Mr, Barton's indebtedness under the conditions existing

With ¢ gpgar to prohibit his connection with your bank, must lie
se]. ederal Reserve Board. The primary responsibility for

the b, ®Ction of employees of a Federal reserve bank rests with

therg izd of directors of the bank, and it is suggested that if

Dosits > 2V question as to the suitebility of Mr. Barton for the

With a funow occupied by him in your bank, the matter be submitted,
nTi ?1 statement of detsils, to your directors for a decision.

Sdergyy -° TeQUested that you sdvise the Board of the further con-

Youp g, 00 &iven by youto this matter, and, if it is submitted to

thereonr:ctors’ the Board desires to be advised of their decision

Approved.
Let f
B&m‘Of Yer to i, McClure, Federal Reserve Agent at the Federal Reserve
Kang
nmt oty inclosing the following Clayton Act permit; stating

] be
Oor
T Teleasing the permit to the applicant, the agert is requested
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" determing to his satisfaction that the applicant's non-banking rela-
1Omihips &re in conformity with the provisions of section 8A of the Clayton

‘e, In whieh event the agent is authorized to release the permit to tle

élpph.e:.m-g‘-,; and requesting that the agent advise the Board of his disposi-

£ !
i °f the matter in order that its records msy be complete. The letter

. Tequesteq that, when the agent submits his recommendation as a result

of s
" s dMMal review of the permit, he report fully as to the progress made
&Pplicant, in liguidating his obligations to the banks involved and

effecting an improvement in his financial affairs.

. ¢ W i at the same time as a
rans '+ Floyd, for permission to serve a

director and zfi‘icer gf the Sedan State Bank, Sedan, K'ems?:, and

Kang, -Tector of The Union Stockyards National Bank, Wichite,
Sag,

Approved.
Lettep to an applicant for a permit under the Clayton Act, advising
of

a
Pprovﬂ of hig application as follows:
Mp R he same time as
“oppso* MacBean, for permission to serve at the
3!1 Officer of t.he,Repubgic National Bank and Trust Company Zﬁl
Ballas, Dallag, Texas, and as a director of the First Natio
"k in oney Grove, Honey Grove, Texas.

Approved, together with a letter
l‘a]pipReser\,re Agent at the Federal Reserve Bank
allas, reading as follows:

Fede
of D.

"The Boarg reconsidered the application of M{'..R. Je
fi?ean, all&s,h%:xas, for permission under the pr?v:.sm?st;f
Re Seyton Act to serve at the same time as an officer o Te <
ﬁngub ¢ Nationel Bank and Trust Company of DE'lllaS, Dallas, Texas,
H°neas & director of the First National Bank in Hon?y Grov: i i
Subms‘r °ve, Texas, and, in view of the additional :Lnform:t od
the o bea and the expressed intention of Mr. MacBean to & egr 5
1o tiir§°t°r8' meetings of the First National Bank in Honey

Uture, has granted the permit.

Tagg JThe BOa;‘d fee%s that a director should.hgve a satisf:;zgg-
Peby. OF discharging his duties and r93ponsn.b111tn.e§ by p

"¢ in the management and operations of a bank which he is
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"Serving through attendance at directors' meetings and it is sug-
gest g g

ioneg that you inform Mr, MacBean that it is with the expecta-

o hat he will satisfactorily attend directors! meetings of the
S Grove bank that the permit has been granted. :

e Board requests that, when you submit your recommenda-

& result of your amnual review of this permit, you report

88 to Mr, MacBean's attendance at directors' meetings."

tiong as

letter o lr. Sargent, Assistant Federal Reserve Agent at the
*dere)
Reserve Bank of San Francisco, stating that the Board has given

¢

OnSider&tion i : %

A to the following application for a permit under the Clayton
et, ang Sl

iﬂsu““%'of t

> upon the basis of the information before it, feels that the
he permit applied for would be incompatible with the public

. ® letter also requested the agent to communicate to the
pplicant the

by
Mty ag to
Sag, 4

Board's position in the matter, and to advise the Board

whether the applicant desires to submit any additional data,
£ not

the » 88 to what steps he proposes to teke in order to comply with
Pr

ovi

Slons of the Clayton Act.
e, p

L8 >
as g digk E. Langer, for permission to serve at the same time
Pouy ®Ctor and officer of The First National Bank of Poulsbo,

§
C°unty°§ Washington, and as a director and officer of the Kitsap
ank, Port Orchard, Washington.

Approved.
Lett
e o applicants for permits under the Clayton Act, advising

3

. of their applications as follows:

* Lo N, ps

director glbrelly for permission to serve at the same time as a
g gy . 31 The First National Bank of Danville, Danville, Virginia,
p°r&ti°n Tector and officer of the Danville Loan and Savings Cor-
5 ’ Danville, Virginia.

* Aygt
;B a diriz B Igleheart, for permission to serve at the same time
ork, Or of The Grace National Bank of New York, New York, New

&nsvill 88 a director of The 0ld National Bank in Evansville,
€, Indiana.

Ly
« J
) ohll Demn&n’ J'r.,

for permission to serve at the same time as a
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director of The Citizens National Bank in Independence, Independence,
888, and as a director of the Sedan State Bank, Sedan, Kansas.

oA, ¥ 3 ission t e at the same time as a
* %+ Finsterwald, for permission to serv !
director and offic;r of The First National Bank of Wheeler, Wheeler,

59%&3, énd as a director and officer of the First State Bank,
Obeet,

e, Texas,
. W, g i t the same time as a
Wt Gs Stiles, for permission to serve a
dire°t°r and officer o? The First National Bank of Wheelér, Wheeler,
> 8nd as a director of the First State Bank, Mobeetie, Texas.

Mp, Geo,
il'e(':‘l'.or

Xag

igsi he same time as a
C. Bassett, for permission to serve at t
and office; of The Cgpital National Bank of Sacramento,

acramento, California, and as & director and officer of the Citizens
5 acramento, Sacramento,California.

L E. Zoller, for permission to serve at the same time as &

dire ctor b4

to

and officer of The Capital National Bank.of Sacramento,

Bacramento’ California, and as a director and officer of the Citizens

e Sacramento,fsacramento, California.

.= g time as a
ey He Greenwood, for permission to serve at the same time

%irector and officer of The Pacific National Bank of Seattle, Seattle,

R::hingt°ns and as a director of the Seattle branch of the Federal
erve

Bank of San Francisco, Seattle, Washington.

trs, 1, e

S B | ission to serve at the same tire as a
d oward, for permiss v iE
firector and offiéer of the Pasedena Natimal Bank, Pasadena, Cali

i State Bank, Los

Anpey.? 88 a director and officer of the Hollywood

325: °8 California, and as a director and officer of the Broadway
® Bank, 1og Angeles, Californisa.

e,

F, Nolting, for permission to serve at the same time as a :
erSCtor ang officer of the Pasadena Natlonal Bask, Pasadena, Cali-
Tont, aé 8d g5 a director and officer of the Bank of Beaumont, Beau-

b

@lifornia,
Approved.
*his point Mr. Goldenweiser, Director of the Division of Research
23,:::218tics’ Joined the meeting, and stated that under date of September

* Governgp Hamilton of the Federal Reserve Bank of Kansas City, ad-

g

tiWepr * lotter to him requesting any data which the Committee on Legisla-

0
Sran "9y have asgsembled on the subject of central banking which he
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gtus
. ® in the preparation of an address to be delivered before the Nebraska
8

TS co Ak
vention in November; that, in response to Governor Hamilton's re-
q 5 ’ P
Uegt

hi
; N e called attention to certain information on the subject referred
°&mih
: 8 stateg that it was assumed that Governor Hamilton was not planning

d

iSCHSs the broad o
&g

%&inst the T

% loa

t

ontroversial question of the merits of & central bank
ederal reserve banking system; and that under date of October

G
? “OVernor Hamilton had written a letter in reply which read in vpart

§
8 f°110ws :

n
braskalg Strikes me that should I in my address before the Ne-
thin ainkers Association, undertake to show 'The important
e reStoi the growth in the volume of trade and employment and
aVail g ation of incomes and real purchasing power, and not the
Federal ° Supply of currency which, under the operation of the
Serve System, is automatically adjusted to public re-
Golg vS', (this was one of the suggestions contained in MNr.
S letter to Governor Hamilton as a matter to which
SWbjecty woit Attention in his address) I would be discussing
ully es controversial as the question of central bank-

n

Reservzor that reason I will ask you to lay before the Federasl

8 ag foliard the third paragraph of your letter which, quoted

Ows:

'I don't know, of course, what the subject of
ning dr?ss is to be, but assume that you are not plan-
me?itso discuss the broad controversial questions of the
bankg of a central bank as against the Federal Reserve
0 Ug system.!,
ether you have offered this as your own idea or as
£ o mih the Board's opinion. Frankly, I intended to talk
Q°rica1 da Ject of 1Central Banking'. I had planned to give his-
bentral & concerning the fate of government, owned and operated
B

your gq

e
8 refﬁermine wh

Unop tecti°n of

:nks in :ngs, discuss briefly the set up of existing centrel

y 5 Principal countries, together with the new Central
central b:ia’ give an outline of the Federal Reserve System as

fI‘Q ki : . ' . Aoy
Oandexisti Ng institution, calling attention to how it differs

Ny g cgitCentral banks in other countries, and government

mﬁé of the rolled central banks, leaving it largely to the judg-

thillkind of&nkers present to form their own conclusions as to

to . Soung 8 central bank may best serve the financial needs of

Ny propb. I had no intention of calling particuler attention
Sty Sed plan of a new central bank or to criticize any ad-

licies, and I don't see that a presentation of this

tion Po
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n

fkind Would be entering an objectional controversial field. I

by intended to call attention to the manner in which the Reserve

exigty ave adapted their operations to conditions and problems

Sent Ng in their respective districts, but in this I would be pre-
128 facts and not theory.

jectiOM&Y I say that I cannot see that there would be anything ob-

graph ggble in discussing central banking, but in view of the para-

the Bidhe your letter quoted above, I hesitate to publicly discuss

Pz, Ject if it is objectionsble to the Federal Reserve Board.

Ject maa$VIse me at your earliest convenience concerning the sub-

er of this letter, and oblige,"

& A1 of tpe members of the Board present expressed the opinion that it

Not, ;
ot be desirable for Governor Hamilton to make an address on the subject
Ca

Ofrg,
L banking at this time, and Mr. O'Connor suggested that Governar

ton
1n hig talk, and other officers of Federal reserve banks in talks to
Ty

f\ o > Ctoulq render a real service to the Federal Reserve Systenm by speaking
1

Con s
g tributlon which the System had made to banking, business and agri-
g

n
th the United States and the assistance which it has rendered in meet-
8 :
Problens related thereto.

. At the conclusion of the ensuing discus-
Slon, Mr., Goldenweiser was requested to advise
Governor Hamilton that the Board is in agreement
With the suggestion that it would be undesirable
for him to speak on the controversial question
of central banking at the present time, and to
Suggest that the most profitable subject of dis-
Cussion at this time would be along the lines of

he service which the Federal Reserve System has

Tendered and is rendering to the business of the
Country,

At ¢ .
his Point Mr. Goldenweiser left the meeting.

Refe
\ mﬁm\ TeNce wag then made to a letter dated August 15, 1934, from lr.

——

& B, Reserve Agent at the Federal Reserve Bank of Dgllas, with re-
to

)
tche examination by the Federal reserve bank of private banks pursuant

Pr ovy.
8
long of section 21(a) of the Banking Act of 1933, and raising a
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questio ;
" as to (1) what action, if any, should be taken by the Federal reserve

bmm

for

% the Protection of the depositors of any private bank which msy be found
exami

g Ration to be insolvent, and (2) what responsibility, if any, does the

8

eral

i Teserve bank have in connection with the matter of reporting to the
pr()pri

" ate State authorities any apparent violations of the criminal provi-

On

2 of St&te 1 . . 1 3

4 aws that might be disclosed by Federal reserve bank examina-
0

8 of
Private banks. At the suggestion of Mr. James, the questions raised

MI'. W&lsh's l 5 1
etter had been referred to counsel for consideration of the

L
gal
Questi,
B°& s
twl‘lght’ ASSist h
1t1 ant Counsel, under date of September 13, 1934, stating that
? Clear that,

18 involved, and there was read a memorandum submitted by Hr.

™ » under the provisions of section 21(a) (2) of the Banking
of 19z

bﬁ& 5 a Federal reserve bank has no authority to supervise private
¥ Subpyyy
1t

ns

oy in such banks; that, since a Federal reserve bank has no such power,

oy,

to

ing o examination or to require the correction of unsatisfactory

Y
8

op that it is under no legal duty to attempt to supervise such banks

Corre
%Pe et unBatisfactory conditions; and that as a matter of law, there-

a
§ Ppearg that a Federal reserve bank is under no duty to teke any
“ion ¢

)

r
%nto the Protection of depositors of any private bank which is insol-
T
by
ania €port o State authorities apparent violations of the criminal
On. °
ant ¥ State laws. The memorandum also stated that, however, there

g .
%gite % the law which will prevent a Federal reserve bank from exert-
be

8
r%to *fforts to induce a private bank to correct existing unsatis-

QOn T4
tm% 8 dltl°nss whether or not the bank is insolvent, and it is believed
Ch
e
beq °ral reserve bank should adopt a constructive attitude in this

g

> Subject to the exercise of discretion, a Feéderal reserve
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o

Bk g
' ght Properly report apparent violations of criminal provisions of

st&t a
1k
W8 to the appropriate State supervisory authorities.

After discussion of the question whether Con-
gress intended that the Federal reserve banks
should have any duty or responsibility under the
Section of the law referred to, Mr. Hamlin moved
that the policy suggested in the last two sen-
tences of the last varagraph of Mr. Boatwright's
memorandum be adopted, and that the Division of
Examinations be requested to prepare a draft of
letter to the Federal reserve agents at all
Federal reserve banks advising them accordingly.

Carried.
ter, Thomag called attention to an application for full fiduciary
Yoy " "nitted by e
YIvanda, ang g

f o

DO),e

"First National Bank in Greensburg", Greensburg,
outlined briefly the circumstances involved in the

Catig
188 ‘get Borth in a pemorandun subnithed by the Division of Exam-
Q!

of th
Yog © Management of the bank and to the recommendation of the Divi-
of p

Xamj.
eric

o September 29, 1934. He also referred to the criti-

i s Nations that the Federal reserve agent be advised that the

sam&fagto Sonnel of the applicant bank, as at present constituted, is not

%“ﬁ T op Competent to properly conduct the bank's affairs, that the

%hﬁetlifnﬁlling to grant trust powers to the bank until a satisfactory

Justme ° the management .problem is made, which should include read-

Ly e °f the executive salaries now being paid and the employment of a

tgbesat Xecutiye officer who was not connected with the old bank, all

N mQTeu 18fact°ry to, and subject to approval by, the Comptroller of the

: }hsbeen q t » pending receipt of information that satisfactory action
B » further consideration of the application will be deferred.

8t
8ted that the predecessor national bank had trust accounts
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~18-
WG Ssreritmbaly $8,000,000, and that the applicant bank desires

Mhority 4, exercise trust powers in order that it mey acquire this trust
oiness and benefit from the earnings therefrom, and he raised the ques-
ton g to whether trust powers could be granted subject to the condition

that
the bank will make the necessary corrections in its management. In

hig
PRONECtIon. 1% was pointed out that it had been the policy of the

By
ard 3
In the bast not to grant trust powers conditionally.

A discussion ensued, at the conclusion of
which Mr. James moved that the application, to-
gether with the memorandum prepared by the Divi-
Sion of Exeminations, be referred to the Comp-
troller of the Currency with the request thet he
investigate the possibility of effecting a satis-
factory correction in the management of the bank
before action istaken by the Board on the applica-
tion for trust powers, and that he advise the
Board with regard thereto.

Carried.

t M, Szymezak referred to the activities now being carried on by
® Feq
- °ral Housing Administration under the authority gramted by the
1°na1
Houslng Act, and he suggested that, as the Federal reserve banks

1
Wy Ooked o by banks in their respective districts for informstion

Tg
fop "W e loans under the National Housing Act, it might be desirable

e F
oy ®deral Reserve Board to imvite Mr. James A. Hoffett, Federal
8in

g L3
Cp Adminlstrator, and Mr. Roger Steffan, Director of Modernization

Sy,
%1
ti&g ’ 0 meet with the Board and outline the administration's activi-

dﬁsi purposes, following which consideration could be given to the

Yepy, of suggesting to each Federal reserve bank that it invite
€8

ton

Ntgts
- tiveg of the Federal Housing Administration to discuss the mat—
th

1 3
te Staff, a general discussion ensued during which the suggestion
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| S made that, inasmich as the Board intends to hold meetings in Wash-
in i '
8ton wity the directors of the Federal reserve banks and their branches,

It g
Tght be desirable to have representatives of the Federal Housing

mins
Wstration present at such meetings to outline the administration's

acti"ities.

At the conclusion of the discussion, upon
motion by Mr. Szymczak, Vice Governor Thomas
was requested to confer with Mr. Moffett, and,
if he is agreeable to the suggestion, to fix a
date when he and Mr. Steffan will meet with the
Board and its staff for the purpose of discuss-
ing the program and activities of the Federal
Housing Administration.

D“ring the discussion of the above matter, reference was made to

¢ pr
(g 5 Program for the meetings of the Board with the directors of the
§ oy
8 Federa) reserve banks and branches, and Mr. James called atten-

101-1
t
© the eXpense involved in, and time required to attend, the con-

temp
lat
®d meetings, and he stated that it was extremely important that

Prepared program be arranged which will justify the time and

8
enge involyed,

It was decided that consideration should
be given to this matter by the members of the
Board and that a meeting of the Board would be
held on Friday, October 12, 1934, for the pur-
pose of discussing it further,

L
o ok Wyatt, suggested that the Board authorize the publication in
Tent,
X Lssues of the Federal Reserve Bulletin of the text of the rulings
Ueg
any
\ d mage public by the Board interpreting Regulation T.

Mr. Wyatt's suggestion was approved.
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Thereupon the meeting adjourned.
@“";; ¢
< 7 & v/’ﬁ{”’
Assistant Secretary.

P
B

SR ﬂ@%f\m«“

‘Vlce Governor.

v






