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A meeting of the Federal Reserve Board was held in Washington

on Fiday, July 19, 1955, at 12:00 o'clock noon.

PRESENT: Mr. Eccles, Governor

Mr. Thomas, Vice Governor
Mr. Hamlin
Mr. Miller
Mr. James
Mr. Szymczak

Mr. Morrill, Secretary

Mr. Carpenter, Assistant Secretary

The Board acted upon the following matters:

Letter dated July 18, 1955, from Mr. Sproul, Secretary of the

Federal Reserve Bank of New York, and telegrams dated July 17 from Mr.

Austin, Chairman of the Federal Reserve Bank of Philadelphia, and July

18 from Messrs. Powell, McAdams and Sargent, Secretaries of the Federal

Reserve Banks of Minneapolis, Kansas City and San Francisco, respectively,

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

state 
dt no changes were made in the banks' existing schedules of rates

of discount and purchase.

Without objection, noted with approval.

Letter dated July 17, 1935, approved by five members of the Board,

to mr.
McAdams, Assistant Federal Reserve Agent at the Federal Reserve

Batik
vl Kansas City, reading as follows:

"Reference is made to Mr. McClure's letter of April 50, 1954,
transmitting the request of the 'State Bank of Wheatland', Wheatland,
WYoming, for permission in accordance with the provisions of member-
ship condition numbered 8 to invest approximately $16,000 in a build-

to be used as banking quarters, and the Board's letter of May 9,
4'934, advising that no objection would be interposed to such an in-
vestment in an amount not to exceed e.16,000.

"The report of examination as of May 14, 1935, indicates that
since the examination as of April 7, 1954, the bank has expended
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"approximately- o21,650 for a bank building and that unpaid bills
on account of the building amount to approxlmately $10000. The
recent report of examination of the bank shows capital and surplus

aggregating ,31000000 and a net sound capital structure (exclusive
of nonbook assets) of Z171,700 as compared to deposits of i555,500
and banking house carried at ;-;21,657 and furniture and fixtures

7:t 900. In order that there may be no question raised in the
uture as to compliance with the condition of membership by reason
Of the additional investment in banking quArters, this Is to advise
you the Board interposes no objection to an increase in the bank's
investment in banking quarters provided the total investment in

rarba.--lng quarters does not exceed 425,000.
"The Board has noted the examiner's comments that the bank

h4s agreed to depreciate its bank building and furniture and fix-
tures at the annual rate of 2% and 10%, respectively.

"It is assumed that you will forward advice in due course re-
the action taken in connection with matters of criticism

reflected in the report of examination of the bank as of May 14,
1935.n

Approved.

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

serve Bank of Minneapolis, reading as follows:

"Reference is made to your letter of July 9, 19351 inclosing
%copy of the letter dated July 81 1935, from Gardner B. Perry,
'ilea president of 'Northwest Bancorporation', Minneapolis, Minne-
sota, in which a limited voting permit was requested, authorizing
Northwest Bancorporation to vote stock of 'The First National Bank
of Belle Plaine', Belle Plaine, Minnesota, for the purpose of
Placing the bank in voluntary liquidation and transacting other
matters connected with, or incidental to, the liquidation. The
aPPlicant's letter also stated that it was proposed to pay off
the depositors in full and that the minority shareholders of the
bank were agreeable to the plan.

"The Board has considered this request and authorizes the
issuance of a voting permit which shall entitle Northwest Ban-
corporation to vote the stock which it owns or controls of The
t:Irst National Bank of Belle Flame, Belle Plaine, Minnesota,
Ior the following limited purposes:

"At any time prior to October 1, 1955
(1) To place The First National Bank of Belle Plaine in

voluntary liquidation, and
(2) To take such further action as is necessary to effect

such liquidation;
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"provided that all action taken shall be satisfactory to

the Comptroller of the Currency.
"Please have the permit authorized herein prepared by counsel

for the Federal Reserve Bank of Minneapolis in the usual form. It
17111 be appreciated if you will mail to the Board, for its records,
two executed copies of the permit issued by you under the authoriza-
tion contained in this letter."

Approved.

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

follows:

"This refers to the letter dated July 12, 1935, from Yr. Gibbs

LYons, Deputy Comptroller of the Currency, with which was inclosed

a copy of a letter to you, dated July 2, 1935, from the City National
Bank and Trust Company, Oklahoma City, Oklahoma, regarding the method
of computing interest on savings deposits.

"In his letter, Mr. Lyons asked to be advised concerning the

Position of the Federal Reserve Board regarding this matter. You

are advised that the Federal Reserve Board has not prescribed any
method of computing interest on savings deposits. The only require-
ment of the Board on this point is that contained in section V (c)

cl) of Regulation Q which provides that no member bank shall pay

interest accruing after January 51, 1935, on any savings deposit

lat a rate in excess of 2L' percent per annum, compounded quarterly,

regardless of the basis upon which such interest may be computed'.
If the interest paid on the amount in a savings deposit does not ex-

ceed 2- percent per annum, compounded quarterly, for the period

during which the amount was actrally on deposit, the provisions of
the regulation are complied with, regardless of the basis of compu-

ation. Furthermore, as stated in footnote 9 of Regulation Q

interest may be compounded at other than quarterly intervals pro-
v.-Wed the aggregate amount of interest so compounded does not ex-
ceed the aggregate amount of interest which would be paid on the

deposit at a rate of 2i percent per annum, compounded quarterly.

"It is noted that the City National Bank and Trust Company

states that its correspondent bank feels that the payment of in-

terest on amounts in a savings deposit subject to 31 or 60 days no-

tice but as to which no notice had actually been required or given
constituted the payment of interest on a deposit payable on demand,

1.1111e55 interest was paid only on the smallest amount maintained

ln the account during the interest computation period.
"In this connection, your attention is invited to section V

(d) of Regulation Ci which reads as follows:
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"Interest at a rate not exceeding that prescribed
iI1 subsection (c) of this section may be paid upon
savings deposits as defined above with respect to which
notice of intended withdrawal has not actually been re-
quired or given.'

. "It is believed that the above provisions of Regulation Q
wIll answer the questions presented in the letter from the national
bank."

Approved.

Letter to Mr. Walsh, Federal Reserve Agent at the Federal Reserve

of Dallas, reading as follows:

"Reference is made to your letter dated July. 12, 1935, with
which was inclosed a copy of a letter bearing the same date written
by you to Mr. R. M. Heyman, Cashier of The Menard National Bank,
Menard, Texas, regarding the rate of interest which may be paid by
member banks of the Federal Reserve System on time and savings de-
posits.

"Although the Federal Reserve Board has no comments regarding
Your reply to Mr. Heyman's letter, it is suggested that you may wish
tO call his attention to paragraph (v)(8) of section 101 of the
Proposed Banking Act of 1935 (H. R. 7617), in the form in which it
was reported by the Senate Committee on Banking and Currency, which

reads as follows:
'Insured State nonmember banks (other than savings banks,

mutual savings banks, Morris Plan banks and other incorporated

banking institutions engaged only in a business similar to
that transacted by Morris Plan banks) shall be subject to all
the provisions of this Act and regulations thereunder re-
lating to the withdrawal and payment of deposits, and the

Payment of interest thereon, which are applicable to insured

member banks. For each violation of any provision of this
Paragraph the offending bank shall be subject to a penalty
Of not more than 4l00, recoverable by the Corporation for
its use.'
"It is, of course, impossible to determine at this time whether

the above provision will be enacted into law, but it is believed that
if the provision should be enacted it would eliminate the competitive
disadvantage to member banks mentioned in Mr. Heyman's letter."

Approved.

Letter to Mr. Hale, Cashier of the Federal Reserve Bank of San

Co, reading as follows:
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"This refers to your letter dated July 5, 1935, regarding the
question whether member banks may pay interest at the maximum rate
prescribed in Regulation Q from the first days of January and July
on deposits made on any of the first ten days of such months, re-
spectively.

"You stated that, prior to passage of the Banking Act of 1933,
such practice had been rather common among banks in your Federal
Reserve district, and that a number of sectional clearing houses in
Your district are now desirous of following this practice and have
requested that you obtain a ruling from the Board regarding the mat-
ter. You also stated that the banks do not desire to have the priv-
lege of paying interest from any day other than the day of deposit
except during the months of January and July, and that the banks
have pointed out that the theoretical excess of interest would be
less during the course of a year in following this practice than
in following that prescribed in Regulation Q as only a possible
20 days would be involved under such practice as compared with a
possible 60 days under the Board's Regulation.

"As you are aware, paragraph (4) of subsection (c) of section
III of the Federal Reserve Board's Regulation Q provides as follows:

'A member bank may pay interest on a time deposit re-
ceived during the first five days of any calendar month at
the maximum rate prescribed in paragraph 1 of this subsection
calculated from the first day of such calendar month until
such deposit is withdrawn or ceases to constitute a time
deposit under the provisions of this regulation, whichever
shall first occur.'

A similar provision relating to savings deposits is contained in
Paragraph (4) of subsection (c) of section V of Regulation Q.

"The matter of permitting banks to pay interest from the first
day of the month on deposits received during the first few days of
such month was carefully considered by the Federal Reserve Board at
the time the last revision of Regulation Q was issued and, at that
time, it was decided that the first five days of the month was a
sufficient period for the acceptance of deposits on which interest
could be paid at the maximum rate from the first day of the month.
The Board is of the opinion that the provisions of RegplAtion Q do
not permit the payment of interest at the maximum rate from the
first days of January and July on deposits made after the fifth
day of such calendar months, even though the bank does not pay
interest from the first day of the month on deposits received after
the first day of the month during any month other than January or
:TulY. The fact that the theoretical excess of interest might be
4453 under such practice than under that prescribed by the Board's
.ift.egulation Q, does not, in the opinion of the Board, warrant a dif-
Ierent conclusion.

"However, interest at a rate less than the maximum prescribed
in Regulation Q may be paid from the first day of the month on a
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"deposit which is actually received on any day thereafter, provided

that the amount of interest paid does not exceed 21 percent per annum,

compounded quarterly, for the period from the date on which the deposit

was actually received by the bank until actually withdrawn."

Approved.

Letter dated July 17, 1935, approved by five members of the Board,

to 
Honorable Gerald P. Nye, Chairman, Special Committee Investigating the

Milnitions Industry, United States Senate, reading as follows:

"Reference is made to your letter of February 12, 1955, Mis-

cellaneous Request No. 22, which was presented at the office of the

Secretary of the Board on July 1, 1935 by Miss Burns, an investigator

for your Committee, and which requested that she be given an oppor-

tunity to study any records that the Board might have dealing with

Private and public financing of loans to the Allies from 1915 to 1918,

inclusive.
"Records described in lists submitted by Miss Burns have been

made available to her and she has requested that she be given an op-

portunity to make copies of any of these records, including entries
in the minutes of the Board regarding them, in which your Committee
is interested. She has stated that this request is made on behalf
of your Committee with the understanding that none of the material

copied will be given out by your Committee or any member thereof or

made public in any way without the prior written approval of the

Federal Reserve Board, and the records of the Board on the matters

referred to are being made available to Miss Burn with this under-

standing."

Approved.

There were then presented the following applications for changes

in stock of Federal reserve banks:

•
IgattWijkl...ja„
rhe Clifton National Bank,

New Jersey
*rchants National Bank in Plattsburg,
Plattsburg, New York

-'e First National Bank of Mackinaw,
Mackinaw, Illinois

fo ADDI IONAL phs,r9s

120

360 480
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ET4,!ase.Ians for ADDITIONAL St2p1ç: _(çgAtinued) §hares 
m;.̂-441' &21-1-g-ta9k j& (qontinued) 
he aerchants National Bank of Terre Haute,
Terre Haute, Indiana

411tirlakli9.A_11.t.kmamercial National Bank in Shreveport,
Shreveport, Louisiana

First National Bank in Reno,
Reno, Nevada

The Valley National Bank of Milton,
Milton, Oregon

The West Side National Bank of Yakima
Yakima, Washington

Approved.

30

72

4

6 82
Total 605

Thereupon the meeting adjourned.

Secretary.
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