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A meeting of the Executive Committee of the Federal Reserve

Board was held in Washington on Tuesday, February 12, 1935, at

12:30 13. m.

PRESENT: Er. Thomas, Vice Governor
Er. Hamlin
Er. Miller
Mr. Szymczak

Er. Morrill, Secretary
Er. Bethea, Assistant Secretary
Er. Carpenter, Assistant Secretary

The Committee acted upon the following matters:

Telegram dated February 11, 1935, from Mr. Powell, Secretary

Of the Federal Reserve Bank of Minneapolis, advising that, at the

Illeeting of the board of directors on that date, no change was made

ill the bank's existing schedule of rates of discount and purchase.

Without objection, noted with approval.

Memorandum dated February 7, 1935, from kr. Goldenweiser,
nire +c-or of the Division of Research and Statistics, recommending

that 4. Kline, an employee in the division since 1928, be granted

141 additional leave of absence with pay, on account of extended M-

lle"' f°r a period not exceeding thirty days from February 6.

Approved.

Memorandum dated February 6, 1935, from Er. Szymczak, stat-

'44 bee11 sick with influenza and the doctor had recommended that he

take t110 vieeks' vacation to enable him to return to normal, and that
he hte
" asked that Er. Szymczak obtain the Board's approval of such

i4
that M. Stevens, Federal Reserve Agent at the Federal Reserve

Be*

of Chicago, had called him on the telephone and advised that he
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leave of absence.
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The leave of absence requested
was approved.

Letter to Mr. Strater, Secretary of the Federal Reserve

of Cleveland, reading as follows:

"Receipt is acknowledged of your letter of February 4,
1935, and the five copies inclosed therewith of the by-laws of
the Federal Reserve Bank of Cleveland, as amended at a meeting
of the board of directors on January 4, 1935.

The Board has noted the statement in your letter that
the purpose of the amendments adopted was to make the Governor
of the bank the chairman of the executive committee. It will
be recalled that prior to the appointment of la-. L. B. Williams,
as Chairman of the Board of Directors of the Cleveland Bank,
the by-laws provided that the Governor should be chairman of
the executive committee and that in June, 1934, they mere
a-mended so as to provide that the Chairman of the Board of Di-
rectors mould be chairman of the executive committee. Notwith-
standing the fact that the Board has deferred action temporar-
lly on the selection of a successor to Mr. Williams, it was
°t .expected that the by-laws would be changed in this regard.

't ls the opinion of the Board, particularly in view of the
fact that the executive committee is authorized to exercise
between meetings of the board of directors all of their powers,
that it is desirable and proper for the Chairman of the Board
°f Directors to be the chairman of the exocutive committee.
I21 this connection, as you know, the Federal Reserve Act pro-
lades that the deputy chairman shall exercise the powers of
the Chairman of the Board when necessary, and it mould seem

1T0essary only in case the deputy chairman does not perform
'lees functions of the chairman that some member of the cm-
mittee other than the Chairman of the Board act as chairman of
the committee.

"The Board will appreciate it, therefore, if you will
Submit to the Board of Directors of the Federal Reserve Bank

its consideration the suggestion that the by-lame of the
u'nk be amended so that the Chairman of the Board of Directors
1:11 continue to be chairman of the executive committee. If
'Ills be done, it may be noted, incidentally, that it mould be
unnecessary again to amend the by-lame in this respect, not
°41Y if Congress should enact the provision of the Banking Act

1935 combining the office of Governor and Chairman, but if,
!I the absence of such legislation, the Federal Reserve Board
8nould fill the existing vacancy in the position of Chairman."

Approved.
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Letter dated February 11, 1935, approved by five members of

the 
Board, to The Chase Bank, NevrYork, NevrYork, reading as fol-

low"

"You are advised that the cost of the examination of your
Bank, made by examiners of the Federal Reserve Board as of the
close of business December 13, 1934, was $127.72.

You are requested to deposit this amount in the Federal
Reserve Bank of New York, with instructions to that bank to
credit it to the Federal Reserve Bank of Richmond for the ac-
count of the Federal Reserve Board."

Telegram to Mr.

Reserve Bank of Boston,

424

Approved.

Curtiss, Federal Reserve Agent at the Federal

reading as follows:

"Relet January 29, 1935, and inclosures. Board has con-
!ildered request of 'Old Colony Trust Associates' for modifica-
icn of requirements as to elimination of estimated losses by

13Springfield National Dirac', Springfield, Massachusetts.
oard has been informed by office of Comptroller of the Cur-

rency that Springfield bank has eliminated all except approxi-
Irlately 049 ,000 losses estimated by national bank examiner inreport of examination as of October 25, 1934, and has agreedto 

eliminate remainder within 90 days. In the circumstances
You are authorized to issue limited voting permit for the pur-
1:(:3es and subject to the conditions stated in Board's letter

December 28, 1934, as mended by telegram of January 15,
935, except that with reference to elimination of losses bys
Pritgfield National Bank applicant shall agree as follows
prior to issuance of limited voting permit: That the under-

11 use its best efforts to cause Springfield National
Springfield, Massachusetts, to charge off or otherwiseu lminate prior to May 15, 1935, all estimated losses as shown'Jlr the report of examination made as of October 25, 1934, by a

44ticnal Dank examiner."

Approved.

Telegram to Mr. Case, Federal Reserve Agent at the Federal
ileeerve

ank of New York, reading as follows:

"Relet January 23, 1936, relative 'Hackensack Securities
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"'Company'. Consideration has been given to proposed distribu-
tion of stock of 'Bank of Bogota', Bogota, New Jersey, 'Fort
Lee Trust Company', Fort Lee, Now Jersey, and 'Ridgefield Park
Trust Company', Ridgefield Park, New Jersey, by Hackensack Se-
curities Company to its shareholders in view of provisions of
Paragraph 7 of application for voting permit executed by Hacken-
sack Securities Company. In view of all circumstances involved
and since it is understood that proposed distribution of stock
of such banks is further step in contemplated dissolution of
Hackensack Securities Company, the Board will interpose no
Objection to such distribution."

Approved.

Telegram to Mr. Ziemer, Deputy Governor of the Federal Re-

Serve Bank of Minneapolis, reading as follows:

"Your mire February 9 re X-9040 regarding expenses of
members of Industrial Advisory Committee. A. member actually
engaged on business for the Committee outside the city in
Alch his place of business is located may properly be paid a
Per diem of $10 even though his services for the Committee do
n°t consumn the entire business day."

Approved.

Letter dated February 11, 1935, approved by five members of

the Board, to the chairmen of all Federal reserve bnnks, reading as
4110/783

"In view of the present low level of interest rates and
re continuing downward tendency in such rates, the Board
"'eels that consideration should be given at this time to the
question 'whether rates now being charged on industrial advances

Ind en commitments to make such advances should be reduced.
,t is also thought that since the rates adopted by the various
federal Reserve banks, particularly those charged to financinglata

tltutions, do not appear to follow any consistent policy,
0:eview of the rate structure might well be made, irrespective

miether a lowering of such rates may be found advisable.
th The table of rates on industrial advances on page 60 of
the January 1935 Federal Reserve Bulletin shows that five of
me Federal Reserve banks have a rate of 6 percent on direct
p.vanees, three a rate of 4-6 percent, three a rate of 5-6

e-re nt, and one a rate of 5-0 percent. Information in the
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"Board's files indicates that 6 percent is usually charged on
direct advances by all Federal Reserve banks, except Boston and
St. Louis.

"It is the Board's view that, when a Federal Reserve bank
Participates with a member bank or other financing institution
in making a direct loan to industry, the rate charged by the
Federal Reserve bank and by the financing institution should
ordinarily be the same. Vihen the financing institution services
the loan, however, it mould seem proper for the Reserve bank to
allow the financing institution to retain a portion of the in-
terest received on the Federal Reserve bank's participation.

"In the case of an advance taken over by a Federal Reserve
bank under an outstanding commitment, it would appear desirable
that the rate charged on the portion on which the Federal Re-
serve bank assumes the risk should correspond with the net rate
received by the Federal Reserve bAnk on a direct loan in which
the Federal Reserve bAnk and a financing institution participate,
after deducting the amount paid the financing institution for
servicing the loan. The rate on the portion of an advance on
'which the financing institution is obligated might well be some-
'What lower, and should perhaps bear SOMB relation to the Federal
Reserve bank rediscount rate on eligible paper.

'It is thought that the rate on commitments to financing
institutions should be sufficiently low to encourage member
uanks to make loans covered by commitments, and that so far as

r2,aoticable the spread in rates on commitments, which now range
°111 1A Percent to 2 percent, should be eliminated. The Board
'1150 feels that careful consideration should be given to the
desirability of placing all commitment rates on an annual basis.
0, "It will be appreciated if you will review the rates

tl--irged by your bank on industrial advances and commitments,
into account other interest rates prevailing in your

district1  and similar rates in effect at other Federal Reserve
Eics, and advise the Board whether any rate changes appear de-
sirable in the direction either of lower rates or of a more

lstent rate structure, and of the reasons for your conclu-siets.ft

Approved.

Letter to Ur. Fletcher, Acting Federal Reserve Agent at the

ral Reserve Eank of Cleveland, reading as follows:

"This refers to your letter dated December 17, 1934, with
191ch vms inclosed a copy of a letter to you dated December 14,0,_?4 fram The Conneaut Mutual Loan & Trust Company, Conneaut,"10, 

regarding the question whether a deposit of 04,000 by
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"the trustees appointed under the plan for reopening the bank,
representing liquidating proceeds from unacceptable assets,
may be considered funds accurnlated for bona fide thrift pur-
poses so as to constitute a savings deposit within the meaning
of the Board's Regulation Q.

"It appears from the bank's letter that the above amount
is carried as a savings deposit pursuant to the terns of an
agreement between the bank and the trustees dated May 15, 1934,
vhieh contains the following provisions

"'All moneys coning into the possession of the Bank or
the Trustees on account of the trusteed assets shall be de-
posited in the commercial department of the Bank to the
credit of the Trustees; provided, however, that unless the
trustees otherwise order, any excess funds over Five Hundred
Dollars (500.00) not necessary for current expenses or
distributions shall be deposited to the credit of the Trus-
tees in the savings department of the bank, subject to all
the rules and regulations of such savings department. lath-
drawals from such account, savings or commercial, may be
made only by check, voucher or order signed by at least
three trustees, but the trustees shall recognise and pay
all proper expenditures and liabilities of the Bunk on ac-
count of the trusteed assets to the extent of available
funds.'

As you are aware, the Board believes that the question
whether deposits consist of funds accumulated for bona fide
Z 

Purposes so as to constitute savings deposits withinthe meaning of the Board's Regulation (4, is one upon which no
general rule can be prescribed and that each case must neces-
sarily be determined upon the basis of its particular facts.The Board also feels that questions as to whether deposits
T!,Y be regarded as funds accumulated for bona fide thrift pur-
tirs should, in most cases, be determined by the member banks
,the light of the provisions of the law and the Board's regu-la

t4'1.°11- However, since the examiner in his report of examina-
0:T1 of the bank as of October 30, 1934, has expressed the
..!'"ion that the deposit in question does not appear to con-;a_t of funds accumulated for bona fide thrift purposes, and,

card 
the bank has requested a ruling upon this question, the
has given consideration to the matter.
ihe Board has heretofore expressed the opinion in itstneo!graphed statement numbered X-7890-a that funds deposited

4,03 bank in another   would not constitute funds ac-
h;flated for bona fide thrift purposes. Although the deposits
pu;' in question are deposits by trustees appointed for the
Z8j?" 02 liquidating the unacceptable assets of a bank,prir: than deposits by a bank, it appears that the same

alPles govern the two cases. Accordingly, on the basis of
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"the facts submitted, the Board finds no reason to differ
from the opinion of the examiner that the deposit in question
does not consist of funds accumulated for bona fide thrift
Purposes and that such deposit may not be classified as a
aavings deposit within the meaning of the Board's Regulationcz.il

Approved.

Thereupon the meeting adjourned.

44)PrOvecl:
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