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A meeting of the Board of Governors of the Federal Reserve Sys-

tem was held in Washington on Wednesday, November 62 1935, at 11:10

a. m.

PRESENT: Mr. Eccles, Chairman
Mr. UK:11in
Mr. Miller
Mr. James
Mr. Szymczak
Mr. O'Connor (first part of meeting)

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Goldenweiser, Director of the Division

of Research and Statistics

The Chairman stated that he had received from Mr. Burgess, Secre-
tary of the Federal Open Market Committee, as inclosures with a letter

dated November 4, 1935, final drafts of the resolution and mdtions

adopted by the Federal Open Market Committee at its meeting in Washing-
ton on October 22-24, 1935, as follows:

"RESOLUTION ADOPTED BY FEDERAL OPEN MARKET COMMIT-
TEE, OCTOBER 23 1935

"The Committee reviewed the preliminary memorandum sub-mitted by the Chairman and discussed at length business andcredit conditions and the banking position in relation to them.Tt.was the unanimous opinion of the Committee that the primaryobjective of the System at the present time is still to lendits efforts towards the furtherance of recovery. While muchProgress has been made, it cannot be said that business ac-tivity on the whole is yet normal, or that the effects of thedepression are yet overcome. Statistics of business activityand business credit activity, both short and long term, donot now show any undue expansion. In these circumstances,the Committee was unanimously of the opinion that there isn?thing in the business or credit situation which at thistime necessitates the adoption of any policy designed to re-tard credit expansion.
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"But the Committee cannot fail to recognize that the
rapid growth of bank deposits and bank reserves in the past
year and a half is building up a credit base which may be
very difficult to control if undue credit expansion should
become evident. The continued large imports of gold and sil-
ver serve to increase the magnitude of that problem. .Even
now actual reserves of member banks are more than double
their requirements, and there is no evidence of a let-up in
their growth. That being so, the Committee is of the opinion
that steps should be taken by the Reserve System as promptly
as may be possible to absorb at least some of these excess
reserves, not with a view to checking some further expansion
of credit, but rather to put the System in a better position
to act effectively in the event that credit expansion should
go too far.

"Two methods of absorbin excess reserves have been dis-
cussed by the Committee: (a) the sale of short-term Govern-
ment securities by the Federal Reserve System, and (b) the
raising of reserve requirements.

"While the Committee feels that method (a), if employed,
would have the dual effect of absorbing excess reserves and
improving the position of the reserve banks, nevertheless,
there are two risks in this method. First, that it may bea shock to the bond market, inducing sales of securities by
banks all over the country; second, that however it may be
explained publicly, it may be misconstrued by the public as
a major reversal of credit policy, since this method has
never been employed except as a means of restraint, whichis not desired at this time. A majority of the Committeeis opposed to the sale of Government securities at this time,
believing that its advantages do not now justify the risks
involved in this method of dealing with the subject.

"There are also risks incident to method (b), - rais-ing reserve requirements. This method of control is new and
untried and may possibly prove at this time to be an undueand restraining influence on the desirable further extensionof bank credit. The Commjttee feels, therefore, that beforethis method of dealing with the problem of excess reservesis employed, it would be wise for the Board of Governors ofthe Federal Reserve System to make a thorough study, throughthe twelve Federal Reserve Banks, of the amount and locationof excess reserves by districts and by classes of banks, inorder thus to determine whether, or to what extent if at all,an Increase in reserve requirements might interfere withthe extension of loans and investments of member banks.

"In view of the monetary powers now possessed by the
Treasury, the Committee is impressed with the importance of
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"advising with with the Treasury relative to any steps that maybe taken by the Reserve System in order as far as possibleto insure reasonable coordination of action.
"Furthermore, the Committee recognizes the possible

dangers of the public misunderstanding of any action whichmay be taken in this matter, and would favor a careful pub-lic statement before action is taken.
"In making these suggestions to the Board of Governorsregarding reserve requirements, the Committee recognizesthat it is going somewhat beyond its oina immediate juris-diction, but it has found it impossible to consider openmarket operations independently from the whole credit situa-tion and other Federal Reserve policies."

"ACTION TAKEN BY FEDERAL OPEN  MARKET COMITTEE
OCTOBER 2'4., 1935 .NITH RESPECT TO OPERATIONS IN 

THE SYSTEM SPECIAL INVESTMENT ACCOUNT 

"After a brief discussion of the authority which it wasnecessary to give the executive committee in order to re-place maturities from time to time in the System Account, andin order to make shifts in maturities to meet changing mar-ket conditions, it was unanimously
VOTED that superseding previous authorizations, the
executive committee be authorized to make shifts be-tween maturities of government securities up to
$600,000,000, provided that the amount of securitiesmaturing within two years be maintained at not lessthan 11000,000,000 and that the amount of bonds benot over $500,000,000.
"After discussion as to further authority which shouldbe given to the executive committee in order to keep the com-mittee in a position to act promptly if any occasion for ac-tion arose due to causes not now foreseen, it wasVOTED that the executive committee be authorized tobuy or sell up to 250,000,000 of Government securi-ties subject to telegraphic approval of a majority ofthe Federal Open Market Committee and the approval ofthe Board of Governors of the Federal Reserve System."

Mr. James suggested that the motion authorizing the purchase or
sale of securities undoubtedly contemplated also the authority to allow

maturities to run off, and that any approval by the Board should cover
this point clearly.
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The suggestion was also made that, if the Board approved

the authority granted to the executive committee to make shifts in

maturities of securities in the system account, such approval should

be coupled with a reservation of the right in the Board to reconsider

the matter at any time in the light of the situation then existing.

The Chairman pointed out that the principal reason given

for the adoption by the Federal Open Market Committee of the motion

authorizing the purchase or sale of Government securities was to put
the committee in a position to take action to offset any disturbing

effects that might arise should the Board decide to increase the re-

quirements as to the reserves of member banks. In this connection

some of the members expressed the opinion that action on the motion
of the Federal Open Market Committee authorizing the purchase or sale
of securities might well be deferred until the Board decided what ac-
tion should be taken on the question of increasing reserve require-

ments.

In connection with the resolution relating to shifts in

maturities attention was directed to the distribution of maturities
in the system's investment account as of October 16, 1935, and a
chart was exhibited by Dr. Goldenweiser showing this information.
A number of members of the Board commented that the present distri-
bution of maturities of securities is very satisfactory.

The Chairman referred to a memorandum dated November 1,
1965, from Mr. Smead, Chief of the Division of Bank Operations, which
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contained a tabulation showing the distribution by Federal reserve

districts and by central reserve city banks, reserve city banks and

country banks of average daily excess reserves during the month of

September which amounted to approximately 21628,000,000. The memoran-

dum also contained a summary of the reserve position of pll member

banks rs of June 29, 1935, the date of the last call report, and showed

that out of 6,410 member banks only 897 would have to increase their

deposit balances at the Federal reserve banks if reserve requirements

were increased 25;', and that the additional amount that they would

have to provide would be $99,000,000. It was pointed out that of these
897 banks all but 45 had balances with correspondent banks sufficient
to provide the additional reserves, and one of the members of the Board

called attention to the fact that these banks represented less than 1%
of the total of 6,410 member banks. The memorandum further showed

that, if reserve requirements were increased 50%, 2,041 banks would

have to provide 4528,000,000 of additional reserves at the Federal re-
serve banks, and that of these 2)041 banks all but 125 had balances
with correspondent banks sufficient to enable them to meet such in-

creased requirement. In this connection it was pointed out in the memo-
randum that member banks in reserve cities and country banks presumably
would draw on their city correspondents for additional reserves re-
quired to be deposited with Federal reserve banks and that if this were
done most of the withdrawals would be made from member banks in large
financial centers, particularly New York, that the total amount which
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would be withdrawn from New York, even if reserve requirements were

increased 50%, would not be sufficient to bring about a drain of funds

which the New York banks could not meet easily; and that the amount

Of funds which might be withdrawn from New York to meet such an in-

crease in reserve requirements would be small compared with the huge

volume of excess reserves now held by New York city banks in the

aggregate.

Mr. James pointed out the possibility, that if reserve re-

quirements were raised, some member banks, even though able to meet

the requirements at the present time, might take the position that

they should have some margin of excess reserves and therefore that

they might adopt a less liberal lending policy.

Ur. Miller inquired whether the bank balances held by member

banks in the large centers were greater at the present time than would
be expected under normal money market conditions and it was stated

that such balances were probably between 2.00,000,000 and t300,000,000

higher than what might be considered to be normal, and that if reserve

requirements were increased 25% the withdrawal of Valances for de-

posit with the Federal reserve banks as additional reserves should not

result in any disturbance.

The Chairman then presented memoranda setting forth various

reasons for and against increasing reserve requirements, as follows:

"REASONS FOR RAISING RESERVE REQUIREMENTS a THIs
TIAr

uments for______immediate action
"1. Member bank reserves at the present time are
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%3,000,000,000 in excess of legal requirements. Further
increases in excess reserves through gold imports, silver
purchases, and through the ultimate use of the gold inthe Stabilization Fund may be expected. Demand depositsof member banks are now higher than they ever were andthey can be more than doubled on the basis of existing re-
serves. This would be injurious credit expansion. It willbe necessary at some time to use the Board's powers for
absorbing excess reserves. It is, therefore, not a questionof whether or not the Federal Reserve System will have toact, but merely a question of the best timing of the action.

"2. It would seem best to take measures for absorbingat least a portion of existing excess reserves before thebanks have had an opportunity to expand their activitieson the basis of these reserves. The banks are being urgedby the Government actively to seek opportunities for extend-ing additional credit and thereby to facilitate recovery.To let them proceed and later, when many of them may nolonger have excess reserves, to put them in debt by in-creasing requirements or selling securities may lay theSystem open to the charge of inconsistency. Action at sucha time, furthermore, might cause banks to liquidate loansor investments and might start a deflationary movement.Early action would avoid these difficulties.
"3. Gradual advances in reserve requirements startedat this time when reserves are ample would be less likelyto result in losing members from the Federal Reserve Sys-tem than would drastic action at a later date.
"4. Banks are now in such a position that an advancein reserve requirements would not inconvenience them andwould not act as a restraint on business recovery."5. Action at the present time may have a good

Psychological effect, indicating that the System is alertto the situation and prepared to take the necessary stepsto avoid inflation.
ka: raising requirements 

"6. The preceding arguments would apply equally toselling securities and to raising reserve requirements butraising reserve requirements would have the advantage ofmaking use of a new method which was not available prior tothe passage of the Banking Act of 1955. Previously reservescould not be advanced, except by the declaration of anemergency and with approval of the President. The use ofthis method now enables the System to say that it could nothave acted sooner because of lack of authority."7. Raising reserve requirements would have the ad-ditional advantage over selling Government securities that
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"it would not have any unfavorable effect on the marketfor these securities.
116. It would also have the advantage of not dimin-ishing the earning assets of the Federal Reserve banks,which may become a serious matter if these banks shouldbe put in a position where they would have to go to Con-gress for appropriations.
"9. It may be a good general'policy to use changesin reserve requirements as a method of readjusting thebanking position to new conditions, such as the presentunprecedented reserves, and to use the traditional methodsof open market operations and discount rates as the instru-ments for direct influence on expansion or contractionof credit.
"By raising reserve requirements gradually to a pointwhere excess reserves would not be very large, the Re-serve banks would be placed in a position to use open-market sales, which are more flexible, to counteract in-flationary tendencies."

"REASONS AGAINST RAISING RESERVE REQUIREMENTS AT
THIS TIME

"1. There is at this time no indication of an expan-sion of credit and, therefore, no real occasion for takingany action of a restraining character."2. Federal Reserve policy should depend in part onits psychological effect. For that reason it ought to beextremely simple. The public should know that when the Fed-eral Reserve System does anything in the direction of re-straint that this constitutes a policy of restraint. Asimple understanding of rea and green signals of creditPolicy is an advantage which may be lost or impaired by ac-tions that require more or less subtle explanation."3. The System's powers for counteracting the enor-mous volume of excess reserves now in existence and in pros-pect are limited. The open-market portfolio ia 2,400,000,000and the maximum by which reserve requirements may be raisedamounts to a similar figure. Excess reserves might becomelarger than could be counteracted by both of these instru-ments. Their full utilization, furthermore, particularlythe sale of Government securities in large volume, may bea difficult matter. For this reason, it might be betterPolicy to husband the System's resources in order to be ina position to utilize them to the maximum effect when theneed comes.
"4. Action at the present time might, even though it
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"should not, result in a more hesitant attitude on the
part of banks and might, therefore, retard recovery."

Mr. James inquired whether the Secretary of the Treasury had

given consideration to the probability of action by the Board increas-
ing reserve requirements, and the Chairman stated that he did not know

what the views of the Secretary of the Treasury were on the matter,

but that he planned to discuss the matter with him tomorrow when he

would scertain his views.

Mr. Eccles also read a draft of a press statement which he had

had prepared with regard to increasing reserve requirements and a pro-

posed press statement which had been sent to him by Governor Harrison,

Chairman of the Federal Open Market Committee, on the same subject.

Mr. Miller said that during the discussion the thought had

occurred to him that it might be desirable to consider the advisability
of issuing a press statement reviewing the growth of excess reserves

through gold imports and other causes, the problems presented by the

present large volume of excess reserves, the powers now possessed by
the System to meet the problems thus created, and concluding with a

statement that the Board is watching the matter closely and will take
action when necessary to prevent the development of an injurious

situation. This suggestion was discussed.

The Chairman stated that he felt that, if action were to be
taken ty the Board to increase reserve requirements, it should be
taken not later than Friday of this week to become effective at some

subsequent date not later than January 1, 1936, an announcement of
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the Board's action to be made immediately so as to remove from the

picture any uncertainty in that connection at the time of the final

formulation of the Government's financing program for December.

It was understood that the matter would
be made special order of business for consid-
eration at a meeting of the Board on Friday,
November 8: 1935.

There followed a discussion as to the
contents of a press statement to be issued
by the Board in the event of a change in re-
serve requirements and, upon motion by Mr.
James, Mr. Miller was requested to confer
with Mr. Goldenweiser, Director of the Divi-sion of Research and Statistics, and Mr.
Thurston, Special Assistant to the Chairman,and prepare a proposed press statement on
the subject for consideration at a meetingof the Board on Friday morning.

Mr. Eccles then pointed out that, if action should be taken by
the Board to increase reserve requirementpl a letter should be sent
to the Federal reserve banks advising them of the Board's action.

It was agreed that Mr. Miller in consul-tation with Mr. Goldenweiser, would preparea draft of letter for consideration at the
meeting on Friday.

Mr. Miller stated that there was some doubt in his mind as to
the amount of the increase and as to whether the increase should be
made in the immediate future, although he felt that action at this time
would be effective in removing any question as to whether the Board
was aware of the problem or as to its being in a position to act. Other
members indicated that they were of the opinion that if a change in re-
serve requirements were to be made it would be unwise, in view of the
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large amount of excess reserves, to make the amount of the increase
less than 25%.

At this point Mr. O'Connor withdrew from the meeting.

The Chairman stated for the information of the other members of
the Board that following the discussion at the meeting of the Board
with the Governors' Conference on October 242 1935, he had had prepared
for the consideration of the Secretary of the Treasury a program for
the discontinuance of the issuance of Federal reserve notes of the old
form which provide that the notes are payable in gold at the Treasury
Department or in gold or lawful money at any Federal reserve bank. Mr.
Eccles said that he believed the Secretary, under his authority to pre-
scribe the form of Federal reserve notes, would direct that the issu-
ance of notes in the old form be discontinued as promptly as possible
and, in accordance with his agreement, request that Congress appro-
priate the funds necessary to enable the Treasury to furnish notes in
the new form without cost to the Federal reserve banks in place of the
unissued stocks of old notes held by the banks which would have to be
destroyed.

The Chairman then presented a letter addressed to him under
date of October 31, 1935, by Mr. Sproul, Secretary of the Federal Re-
serve Bank of New York, reading as follows:

"In accordance with your conversation with GovernorHarrison today, I am writing to inform you that at itsmeeting this afternoon our board of directors voted thatthe officers be authorized and instructed to sell the$23,805,200 of United States Government bonds held inthis bank's own investment account, as and when the market
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"for such securities will conveniently permit of such dis-
posal, and to purchase an equivalent amount of United States
Government securities of shorter maturities.

"The bond holdings in this bank's investment account
affected by the above action of our board of directorsare now as follows:

3 1/4% Treasury bonds of 1941
5 5/8% tt It II 1941-5
3 3/8% ri n 1, 1940-5
5 3/8% ii il 11 1943-7
2 7/8% It It il 1255-60

fi1,171,200
750,000

10,262,000
4,267,000
4,355,000

Z25,805,200
"The directors were moved to take this action because

(a) this bank at present has no need to hold bonds in its
portfolio in order to maintain its earnings and, as a general
rule, the directors would prefer to confine investments inthis account to securities of shorter maturity, (b) becauseof the possibility that the System may later decide to in-
crease the amount of bonds in the System special investment
account, as was discussed at the recent meeting of the Fed-eral Open Market Conmittee, in which event this bank mayfind itself acquiring further bond holdings as part of its
participation in the System account, and (c) because of the
Possibility that under certain circumstances this bank latermay find it necessary to buy government bonds from some ofits member banks, especially if reserve requirements shouldbe substantially increased.

"It is anticipated that this operation will be spreadover a number of weeks, advantage being taken of periodsof strength in the market to effect sales, and the appearanceof a large change in the maturity distribution of our pub-
lished holdings, in any one week, being avoided."

After a brief discussion during which it
was pointed out that the action contemplated
by the Federal Reserve Bank of New York would
make no change in the total amount of securi-
ties held by the bark, Mr. James moved that
the Secretary be requested to prepare a letter
to the Governor of the Federal Reserve Bank
of New York stating that the Board interposes
no objection to the contemplated sale of the
long term Government securities held in the
bank's own investment account and their re-
placement by Government securities with shorter
maturities in accordance with the program
authorized by the directors.

Carried unanimously.
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Mr. Goldenweiser left the meeting at this point and the Board

then acted upon the following matters:

Letter to Mr. Peyton, Chairman of the Federal Reserve Bank of

Minneapolis, stating that the Board approves the establishment without

Change by the bank on November 5, 1935, of the rates of discount and

Purchase in its existing schedule.

Approved unanimously.

Memorandum dated October 31, 1935, from Mr. James submitting a

letter dated October 24 from Mr. Sailer, Deputy Governor of the Federal

Reserve Bank of New York, which requested approval of changes in the

personnel classification plan of the bank to provide for the creation

of a Work Relief Checks Section in the Transit Division of the Collec-

tion Department and of twelve new positions therein, and of the assign-

ment of Mr. Charles E. Diringer, Chief of the Coupon Collection Division,

to the organizing and directing of the Work Relief Checks Section until

December 20, 1935. The memorandum stated that Mr. James had reviewed

the proposed changes and recommended that they be approved.

Approved unanimously.

Memorandum dated October 30, 1935, from Mr. James, submitting a

letter dated October 23 from Mr. Preston, Deputy Governor of the Fed-

eral Reserve Bank of Chicago, which requested approval of changes in

the personnel classification plan of the bank to provide for the crea-

tion of an Emergency Relief Checks Department and of fifteen positions

therein, to handle emergency relief checks. The memorandum stated that

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



2282

11/6/35
-14-

Mr. James had reviewed the proposed chances and recommended that they
be approved.

Approved unanimously.

Letter to the board of directors of "The Farmers State Bank

of Waupaca", Waupaca, aisconsin, stating that, subject to the condi-

tions prescribed in the letter, the Board approves the bank's applica-
tion for membership in the Federal Reserve System and for the appro-

priate amount of stock in the Federal Reserve Bank of Chicago.

Approved unanimously, together with a
letter to Mr. Stevens, Federal Reserve Agent
at the Federal Reserve Bank of Chicago, read-
ing as follows:

"The Board of Governors of the Federal Reserve System
approves the application of 'The Farmers State Bank of
4auPaca', Waupaca, Wisconsin, for membership in the Federal
Reserve System, subject to the conditions prescribed inthe inclosed letter which you are requested to forward tothe board of directors of the institution. Two copies of such
letter are also inclosed, one of which is for your files
and the other of which you are requested to forward to the
Commissioner of Banking for the State of Wisconsin for his
iniormation.

"It has been noted that the eliminations recommended bythe Reserve Bank Committee as a condition of membership in-cluded the elimination of $6,502.45 depreciation in bonds
bearing a rating of 133; that is, a rating among the four
highest grades. As you know, it is not the Board's usual
policy to require as a condition of membership the elimina-tion of depreciation in such issues, and, accordingly, the
amount of such depreciation has not been included in the
elimination required under the provisions of condition of
membership numbered 17. Mr. Young has indicated that the
condition as revised in accordance with the Board's usualPolicy will be satisfactory to your office.

"It has been noted, also, that the elimination recom-
mended by the Reserve Bank Committee included 0_7,713.97depreciation in Group 2 securities. The report of examina-tion of the bank as of October 7, 1935, however, indicates
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"the correct amount of depreciation in Group 2 securities
to be $16,713.97, which amount has been used in arriving at
the total of depreciation to be eliminated in accordance
with condition numbered 17.
. "It appears from the report of examination of the ap-

plicant bank made as of October 7, 1935, that, in their
capacity as directors, Messrs. R. S. Barber and H. C. Fri-

Own only one share, and Mr. H. C. Johnson owns only
two shares, of Lhe capital stock of the bank. In this con-
nection, section 221.08(4) of the Banking Laws of the State
of Wisconsin, as revised to May 1, 1932, which is the
latest complete compilation of the banking laws of this
State which the Board has available, provides that every
director of a State bank shall be the owner in good faith
of at least one per cent of the capital stock of the bank
if it is less than $50,000, or of stock having a par value
of not less than i'500 if the bank has $50,000 or more of
capital stock, although any person serving as a director of
any bank on January 1, 1932, is eligible for reelection an-
nually thereafter if he meets the requirements in force
prior to that date. In the circumstances, it is requested
that, if he has not already done so, counsel for your bank
satisfy himself that Messrs. Barber, Frihart and Johnson are
not disqualified to act as directors of the subject bank,
and, prior to its admission to membership, he should also be
satisfied that its application for membership and the accep-
tance Of the conditions of membership prescribed for it by
the Board are based upon validly adopted resolutions of its
board of directors.

"It has been observed that on April 10, 1935, and on
at least one occasion prior thereto, the Commissioner of
Banking of the State of Wisconsin criticized the bank for
its practice in granting overdrafts and that, under date of
April 25, 1935, the bank gave assurances to the Commissioner
tnat such practice would be discontinued. In this connec-
tion, however, the report of examination referred to above
indicates that the bank nevertheless has continued to follow
this practice, since the report discloses that the bank,
during the period from September 7, 1935, to October 100
1955, permitted overdrafts amounting to $782.48, and the ex-
aminer states that overdrafts are habitually granted. In
the circumstances, you are re,luested to call the bank's
specific attention to condition of membership numbered 6.
. "It has been noted further that the papers submitted
with the bank's application for membership did not include
a copy of the certificate issued by the State authorities
authorizing the bank to commence business. Since the bank
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"was organized in 1910, it is possible that a certificate
of this kind was not required at that time, but, if it was
required, it will be appreciated if you will obtain and
forward a copy of it to the Board for its records."

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

Reserve Bank of Boston, reading as follows:

"In connection with its consideration of the application
of 'General Educational Fund, Inc. Founded by Emma Eliza
Curtis', Burlington, Vermont, for a voting permit entitling
such corporation to vote the stock which it owns or con-
trols of 'The Merchants National Bank of Burlington', Bur-
lington, Vermont, the Board has determined that such appli-
cant is not engaged, directly or indirectly, as a business
in holding the stock of, or managing or controlling, banks,
banking associations, savings banks, or trust companies,
within the meaning of section 2(c) of the Banking Act of
19330 as amended by section 301 of the Banking Act of 1935,
and that, accordingly, the applicant is not a holding com-
pany affiliate for any purposes other than those of sec-
tion 23A of the Federal Reserve Act.

"Inclosed herewith is a letter to the applicant advis-
ing it concerning the Board's action in this matter. If,
for any reason, you believe that this matter should be re-
considered by the Board, please communicate with the Board
at once. Otherwise, you are requested to transmit the in-
closed letter to the applicant. A copy of the letter is
also inclosed for your files.

"As you will note, the Board expressly reserves the

right to make a further determination of this matter at any
time on the basis of the then existing facto. In this con-
nection, it is requested that you advise the Board if, at
any time, you believe this matter should again be considered
by the Board."

Approved unanimously, together with a

letter to "General Educational Fund, Inc.
Founded by Emma Eliza Curtis", Burlington,
Vermont, reading as follows:

"This refers to the application of your corporation for

a voting permit entitling it to vote the stock which it

owns or controls of 'The Merchants National Bank of Burling-

ton', Burlington, Vermont.
"The Board understands that your corporation was organized
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"Pursuant to the provisions of a testamentary charitable
trust for the purpose of aiding young men and women to ob-
tain a common school or university education, or both, or
to learn a trade, handicraft, business, or profession, or
to obtain instruction in domestic science, or to obtain
other useful knowledge. It is understood that your cor-
poration has been and is operated solely for such purpose,
and that its stock ownership and control of The Merchants
National Bank and The Farmers Trust Company, Burlington,
Vermont, a nonmember trust company is incidental to such
purpose.

"As you know, section 301 of the Banking Act of 1935
amended section 2(c) of the Banking Act of 1933, defining
the term 'holding company affiliate', by adding thereto the
following paragraph:

'Notwithstanding the foregoing, the term "hold-
ing company affiliate" shall not include (except for the
purposes of section 23A of the Federal Reserve Act,
as amended) any corporation all of the stock of which
is owned by the United States, or any organization which
is determined by the Board of Governors of the Fed-
eral Reserve System not to be engaged, directly or in-
directly, as a business in holding the stock of, or
managing or controlling, banks, banking associations,
savings banks, or trust companies.'
"In view of the above facts, the Board has determined

that your corporation is not engaged, directly or indirectly,
as a business in holding the stock of, or managing or control-
ling, banks, banking associations, savings banks, or trust

companies, within the meaning of the above quoted statutory
provision, and, therefore, is not a holding company affiliate
for any purposes other than those of section 23A of the Fed-
eral Reserve Act. Accordingly, it is not necessary for your

corporation to obtain a voting permit in order to vote the
stock which it owns or controls of The Merchants National Bank
and on this basis the Board will give no further considera-
tion to your application for such a permit.

"If, however, the purpose for which your corporation is

Operated or the nature of its activities should at any time

differ from the description thereof contained in this letter
to an extent which would indicate that it might be engaged
as a business in holding the stock of, or managing or con-

trolling, banks, this matter should again be submitted to

the Board for its determination. The Board reserves the

right to make a further determination of this matter at any

time on the basis of the then existing facts."

Letter to Mr. Fletcher, Acting Federal Reserve Agent at the Fed-
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eral Reserve Bank of Cleveland, reading as follows:

"In connection with its consideration of the applica-
tion of landber Trust Company', Windber, Pennsylvania, for
a voting permit entitling it to vote the stock which it owns
or controls of 'Merchants and Miners Bank', Paint Borough,
Pennsylvania, the Board has determined that the applicant
is not engaged, directly or indirectly, as a business in
holding the stock of, or managing or controlling, banks,
banking associations, savings banks, or trust companies
within the meaning of section 2(c) of the Banking Act of
1953, as amended by section 301 of the Banking Act of 1955,
and, accordingly, the applicant is not a holding company af-
filiate for any purposes other than those of section 23A
of the Federal Reserve Act.

"Inclosed herewith is a letter to the applicant ad-
vising it concerning the Board's action in this matter. If,
for any reason, you believe that this matter should be re-
considered by the Board, please communicate with the Board
at once. Otherwise you are requested to transmit the in-
closed letter to the applicant. A copy of the letter is
also inclosed for your files.

"As you will note, the Board expressly reserves the
right to make a further determination of this matter at any
time on the basis of the then existing facts. In this con-
nection it is requested that you advise the Board if, at
any time, you believe this matter should again be considered
by it."

Approved unanimously, together with a
letter to the "Windber Trust Company", Windber,
Pennsylvania, reading as follows:

"This refers to the application of your company for a
voting permit entitling it to vote the stock which it owns
or controls of 'Merchants and Miners Bank', Paint Borough,
Pennsylvania.

"The Board understands that your company is engaged in
the general banking business and was organized and is operated
for that purpose; that your company owns 56.67% of the stock
of Merchants and Miners Bank, Paint Borough, Pennsylvania,

38.8% of the stock of Berwind Bank, Berwind, West Virginia,
and stock of four other banks in amounts not exceeding 6%
of the outstanding stock in any instance; that the assets of
your company are far greater in amount than those of Merchants
and Miners Bank, its sole subsidiary bank; that only a rela-

tively insignificant portion of your company's assets is in-
vested in bank stock; and that your company was not organized
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"and is not operated for the purpose of managing or control-
ling banks and does not hold the stock of the above-men-
tioned banks for such purpose.

"As you perhaps know, section 301 of the Banking Act
of 1935 amended section 2(c) of the Banking Act of 1933,
defining the term holding company affiliate, by adding there-
to the following paragraph:

'Notwithstanding the foregoing, the term "hold-
ing company affiliate" shall not include (except
for the purposes of section 23A of the Federal Re-
serve Act, as amended) any corporation all of the
stock of which is owned by the United States, or any
organization which is determined by the Board of
Governors of the Federal Reserve System not to be
engaged, directly or indirectly, as a business in
holding the stock of, or managing or controlling,
banks, banking associations, savings banks, or trust
companies.'
"In view of the above facts, the Board has determined

that your company is not engaged, directly or indirectly,
as a business in holding the stock of, or managing or con-
trolling, banks, banking associations, savings banks, or trust
companies, within the meaning of the above quoted statutory
provisions, and, therefore, it is not a holding company af-
filiate for any purposes other than those of section 23A
of the Federal Reserve Act. Accordingly, it is not necessary
for your company to obtain a voting permit in order to vote
the stock which it owns or controls of Merchants and Miners
Bank and, on this basis, the Board will give no further con-
sideration to your application for such a permit.

"If, however, your company acquires control over any
other bank, or the purpose for which your company operates,
the purpose for which it holds the stock of the subsidiary
bank, or the character of the functions which it performs
should at any time differ from the description thereof con-
tained in this letter to an extent which would indicate that
it might be engaged as a business in holding the stock of,
or managing or controlling banks, this matter should again
be submitted to the Board for its determination. The Board
reserves the right to make a further determination of this
matter at any time on the basis of the then existing facts."

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

serve Bank of Chicago, reading as follows:

"In connection with its consideration of the appli-
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"cations of 'G. W. Mead Securities Corporation' and 'Mead
Corporation', both of Chicago, Illinois, for voting permits
entitling them to vote the stock which they own or control
of 'The Illinois National Bank & Trust Co. of Rockford',
Rockford, Illinois, the Board has determined that the appli-
cants are not engaged, directly or indirectly, as a business
in holding the stock of, or managing or controlling, banks,
banking associations, savings banks, or trust companies,
within the meaning of section 2(c) of the Banking Act of 1935,
as amended by section 501 of the Banking Act of 1935, and,
accordingly, the applicants are not holding company affiliates
for any purposes other than those of section 23A of the Fed-
eral Reserve Act.

"Inclosed herewith is a letter addressed to the appli-
cants jointly, advising them concerning the Board's action
in this matter. If for any reason you believe that this
matter should be reconsidered by the Board please communi-
cate with the Board at once. Otherwise you are requested to
transmit the inclosed letter to the applicants. A copy of
the letter is also inclosed for your files.

"As you will note, the Board expressly reserves the
right to make further determinations with reference to such
corporations at any time on the basis of the then existing
facts. In this connection it is requested that you advise
the Board if at any time you believe this matter should
again be considered by it."

Approved unanimously, together with a
letter addressed jointly to "G. W. Mead
Securities Corporation", and "Mead Corpora-
tion", both of Chicago, Illinois, reading
as follows:

"This refers to the applications of your corporations
for voting permits entitling them to vote the stock which
they own or control of 'The Illinois National Bank & Trust
Co. of Rockford', Rockford, Illinois.

"The Board understands that all of the stock of G. W.
Mead Securities Corporation is owned by George W. Mead and
his family; that G. W. Mead Securities Corporation owns all
of the stock of Mead Corporation but has no other signifi-
cant assets; and that the following statement of the assets
of Mead Corporation, contained in its statement of condi-
tion as of April 50, 1935, substantially reflects the charac-
ter and relative value of the various classes of assets now
ownea by that corporation:

Consolidated Water Power and raper
Company stock  ,535,094
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"Illinois National Bank & Trust Ldo.
stock   6

. 218,750
Cash   12,754
Due from G. W. Mead Securities Corporation  575
Interest paid in advance  250

Total  05,565,403
"It is understood that Consolidated Water Power and Paper

Company and its subsidiaries are engaged in the manufacture of
paper and in related enterprises; that Mead Corporation owns
a majority of the outstanding shares of stock of Consolidated
Water Power and Paper Company; that Mead Corporation owns 1.275
of the 2,000 shares of stock of The Illinois National Bank &
Trust Co. of Rockford but does not own or control stock of any
other bank; that such bank was organized in 1931, following the
closing of several banks in Rockford, in order to provide bank-
ing facilities for that city and to make use of a bank build-
ing and equipment then owned by George W. Mead; that Mead Corpora-
tion acquired 1,885 shares of the stock of such bank at the time
of its organization; that Mead Corporation has since sold 135
shares and it is the intention of that corporation to dispose
of the remainder of the bank stock as rapidly as possible; and

that neither of your corporations was organized or is operated

for the purpose of managing or controlling banks.

"As you perhaps know, section 301 of the Banking Act of 1935

amended section 2(c) of the Banking Act of 1936, defining the

term holding company affiliate, by adding thereto the following

paragraph:
'Notwithstanding the foregoing, the term "hold-

ing company affiliate" shall not include (except for the

purposes of section 23A of the Federal Peserve Act, as

amended) any corporation a33 of the stock of which is

owned by the United States, or any organization which is

determined by the Board of Governors of the Federal Re-

serve System not to be engaged, directly or indirectly, as
a business in holding the stock of, or managing or control-

ling, banks, banking associations, savings banks, or trust

companies.'
"In view of the above facts, the Board has determined that your

corporations are not engaged, directly or indirectly, as a busi-

ness in holding the stock of, or managing or controlling, banks,

banking associations, savings banks, or trust companies, within

the meaning of the above quoted statutory provisions, and, there-

fore, they are not holding company affiliates for any purposes

other than those of section 23A of the Federal Reserve Act.

Accordingly, it is not necessary for your corporations to obtain

voting permits in order to vote the stock which they own or

control of The Illinois Natioual Bank & Trust Co. of Rockford
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"and, on this basis, the Board will give no further considera-
tion to the applications of your corporations for such permits.

"If, however, either of your corporations acquires con-
trol over any other bank or if the facts should at any time
otherwise differ from those set out above to an extent which
would indicate that either or both of your corporations might
be engaged, directly or indirectly, as a business in holding
the stock of, or managing or controlling, banks, this matter
should again be submitted to the Board. The Board reserves
the right to make further determinations with reference to
either or both of your corporations at any time on the basis
of the then existing facts."

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

of St. Louis, reading as follows:

"In connection with its consideration of the applica-
tion of 'Bank of Commerce and Trust Company', Memphis, Ten-
nessee, for a voting permit entitling it to vote the stock
which it owns or controls of 'National Bank of Commerce in
Memphis', Memphis, Tennessee, the Board has determined that
the applicant is not engaged, directly or indirectly, as a

business in holding the stock of, or managing or controlling,

banks, banking associations, savings banks, or trust companies
within the meaning of section 2(c) of the Banking Act of 19332
as amended by section 301 of the Banking Act of 1935, and,

accordingly, the applicant is not a holding company affiliate
for any purposes other than those of section 23A of the Fed-

eral Reserve Act.
"Inclobed herewith is a letter to the applicant advising

it concerning the Board's action in this matter. If, for

any reason, you believe that this matter should be reconsidered
by the Board, please communicate with the Board at once. Other-
wise you are requested to transmit the inclosed letter to the

applicant. A copy of the letter is also inclosed for your

files.
"As you will note, the Board expressly reserves the right

to make a further determination of this matter at any time on

the basis of the then existing facts. In this connection, it

is requested that you advise the Board if, at any time, you

believe this matter should again be considered by it."

Approved unanimously, together with a
letter to the "Bank of Commerce and Trust
Company", Memphis, Tennessee, reading as
follows:
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"This refers to the application of your company for a
voting permit entitling it to vote the stock which it owns
or controls of 'National Bank of Commerce in Memphis', Mem-
phis, Tennessee.

"The Board understands that prior to May 1, 1933, your
company was engaged in a general banking business; that on
such date, because of difficulties in which your company
was involved, the deposit liabilities of your company were
assumed by, and certain of its assets were transferred to,
National Bank of Commerce in Memphis, a new bank organized
for such purpose by your company with the aid of a loan
from the Reconstruction Finance Corporation; that your com-
pany owns all of the stock of National Bank of Commerce
in Memphis, except directors qualifying shares; that the
stock owned by your company is deposited with trustees under
a voting trust agreement and, together with substantially all
other assets of your company, is pledged with the Reconstruc-
tion Finance Corporation; that since May 1, 193o, your com-
pany has been operated solely for the purpose of liquidating
its assets in order to retire obligations owed to the Recon-
struction Finance Corporation and it is hoped eventually to
distribute the stock of National Bank of Commerce in Memphis
to your company's stockholders; that your company owns sub-
stantially all of the stock of the Tennessee Joint Stock Land
Bank; that your company does not manage or control any other
banking institution; and that your company was not organized
and is not operated for the purpose of managing or control-
ling banks.

"As you perhaps know, section 301 of the Banking Act of
1935 amended section 2(c) of the Banking Act of 1933, defining
the term 'holding company affiliate', by adding thereto the
following paragraph:

'Notwithstanding the foregoing, the term "hold-
ing company affiliate" shall not include (except for
the purposes of section 23A of the Federal Reserve Act,
as amended) any corporation all of the stock of which
is owned by the United States, or any organization
which is determined by the Board of Governors of the
Federal Reserve System not to be engaged, directly or
indirectly, as a business in holding the stock of, or
managing or controlling, banks, banking associations,
savings banks, or trust companies.'
"In view of the above facts, the Board has determined that

your company is not engaged, directly or indirectly, as a busi-
ness in holding the stock of, or managing or controlling, banks,
banking associations, savings banks, or trust companies, within
the meaning of the above-quoted statutory provisions, and, there-
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"fore, it is not a holding company affiliate for any purposes
other than those of section 23A of the Federal Reserve Act.
Accordingly, it is not necessary for your company to obtain
a voting permit and, on this basis, the Board will give no
further consideration to your application.

"If, however, your company acquires control over any
other bank, or the purpose for which your company operates,
the nature of its assets, or the character of the functions
which it performs should at any time differ from the descrip-
tion thereof contained in this letter to an extent which
would indicate that it might be engaged as a business in
holding the stock of, or managing or controlling, banks, this
matter should again be submitted to the Board for its deter-
mination. The Board reserves the right to make a further
determination of this matter at any time on the basis of the
then existing facts."

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

of St. Louis, reading as follows:

"In connection with its consideration of the application
of 'Lehnhard Investment Company', Monett, Missouri, for a
voting permit entitling such corporation to vote the stock
which it owns or controls of 'The First National Bank of
Monett', Monett, Missouri, the Board has determined that
such applicant is not engaged, directly or indirectly, as a

business in holding the stock of, or managing or controlling,
banks, banking associations, savings banks, or trust com-
panies, within the meaning of section 2(c) of the Banking
Act of 1933, as amended by section 301 of the Banking Act
of 1935, and that, accordingly, the applicant is not a hold-
ing company affiliate for any purposes other than those of
section 23A of the Federal Reserve Act.

"Inclosed herewith is a letter to the applicant ad-
vising it concerning the Board's action in this matter. If,
for any reason, you believe that this matter should be re-

considered by the Board, please communicate with the Board
at once. Otherwise, you are requested to transmit the in-

closed letter to the applicant. A copy of the letter is also

inclosed for your files.
"As you will note, the Board expressly reserves the

right to make a further determination of this matter at any

time on the basis of the then existing facts. In this connec-

tion, it is requested that you advise the Board if, at any

time, you believe this matter should again be considered by

the Board."
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Approved unanimously, together with a
letter to "Lehnhard Investment Company",
Monett, Missouri, reading as follows:

"This refers to the application of your corporation for
a voting permit entitling it to vote the stock which it owns
or controls of 'The First National Bank of Monett', Monett,
Missouri.

"The Board understands that your corporation was organ-
ized by the heirs of P. J. Lehnhard for the purpose of holding
the assets of his estate; that the corporation has never ac-
tively engaged in business but has confined its activities
to the management of the assets of such estate; that the prin-
cipal assets of the corporation consist of farm lands; and
that the investment in the stock of The First National Bank
of Monett constitutes a relatively small portion of the total
assets of the corporation. It is also understood that your
corporation does not hold stock of, or manage or control, any
bank other than The First National Dank of Monett and that
your corporation was not organized and is not operated for
the purpose of managing or controlling banks.

"As you perhaps know, section 301 of the Banking Act of
1935 amended section 2(c) of the Banking Act of 1933, defining
the term 'holding company affiliate', by adding thereto the
following paragraph:

'Notwithstanding the foregoing, the term "hold-
ing company affiliate" shall not include (except for
the purposes of section 23A of the Federal Reserve
Act, as amended) any corporation all of the stock of
which is owned by the United States, or any organiza-
tion which is determined by the Board of Governors of
the Federal Reserve System not to be engaged, directly
or indirectly, as a business in holding the stock of,
or managing or controlling, banks, banking associations,
savings banks, or trust companies.'
"In view of the above facts, the Board has determined that

your corporation is not engaged, directly or indirectly, as a
business in holding the stock of, or managing or controlling,
banks, banking associations, savings banks, or trust companies,
within the meaning of the above-quoted statutory provision,
and, therefore, is not a holding company affiliate for any pur-
poses other than those of section 23A of the Federal Reserve
Act. Accordingly, it is not necessary for your corporation to
obtain a voting permit in order to vote the stock which it
OW112 or controls of The First Natioml Bank of Monett and on
this basis the Board will give no further consideration to
your application for such a permit.

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



2294

11/6/35 -26-

"If, however, your corporation acquires control over
any other bank, or the character of the business of your
corporation, the nature of its assets, or the purpose for
which it is operated should at any time differ from the
description thereof contained in this letter to an extent
which would indicate that it might be engaged as a business
in holding the stock of, or managing or controlling, banks,
this matter should again be submitted to the Board for its
determination. The Board reserves the right to make a further
determination of this matter at any time on the basis of the
then existing facts."

Thereupon the meeting adjourned.

Approvedi---

Secretary.

Chairman.
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