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A meeting of the Executive Committee of the Board of Governors

of the Federal Reserve System (which became a meeting of the Board upon

the entrance of Mr. Thomas) was held in Washington on Friday, November

8, 1935, at 11:10 a. m.

PRESENT: Mr. Eccles, Chairman
Mr. Thomas, Vice Chairman (latter part of meeting)
Mr. Hamlin
Mr. Miller
Mr. James

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 reported that on yesterday afternoon he had dis-

cussed with the Secretary of the Treasury the question of the advisabil-

ity of an increase in reserve requirements of member banks and that the

Secretary had stated that, in view of his responsibility as a member of

the Board, he had given considerable thought to the matter and the

problems involved in connection therewith and had conferred with persons

whiornhe felt were competent to advise him in the matter, and that he be-

lieved that, in view of the present uncertainty with regard to the budget

which will be submitted at the next session of Congress, the fact that

the issue of the soldiers' bonus will be actively before the Congress at

the next session, and the pending reorganization of the Board as of Feb-

l*IlarY 1, 1936, it would be preferable if action were deferred for three

Or four months. The Secretary also stated, Mr. Eccles said, that he
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would not take such a position if there appeared to be urgent reason for

action by the Board at this time, but that, as such was not the case, he

felt the Board would be justified in leaving the matter open for consid-

eration in the light of later developments.

The Chairman stated that he had advised the Secretary that it

was his impression from discussions of the matter with the members of the

Board that they felt that there was no immediate necessity for an increase

in reserve requirements at this time and that, although they believed that

an increase would be a constructive factor for reasons stated in the memo-

randum which was considered at the meeting on November 6, 1935, they were

also of the opinion that a delay for perhaps three or four months, in the

absence of unforeseen contingencies, would not result in the development

of a serious situation. The Chairman also said that he had stated to the

Secretary that he had no objection to deferring action for the tile being,

although he felt that action should be taken by the Board as soon as the

matters referred to by the Secretary of the Treasury had been clarified.

He added that he had pointed out to the Secretary that in the latter's

consideration of the matter he had not had the benefit of the information

with regard to the reserve Position of member banks as set forth in Mr.

Smead's memorandum of November 1, 1935, and that one of the important

factors which had been considered by the Board at its meeting on November

6 that, if reserve requirements were raised 25%, there would be only

f°rtY-five member banks, or less than 1% of the total number, that would

not have sufficient reserve deposits, or balances with correspondent
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banks to provide the additional reserves required. Mr. Eccles said that

he had left a copy of Mr. Smead's memorandum with the Secretary and would

discuss the matter with him again tomorrow.

Mr. Miller stated that the Board's decision in this matter was

a very important one; that he had not felt any urgency for action by the

Board at this time; and that, aside from the points raised by the Secre-

tary of the Treasury, he would prefer to give the forces of recovery an

cPportunity to gather further momentum before raising reserve requirements.

Re added that he did not feel that the Board should make any commitment

not to take action for a period of three or four months but should be in

a position to act at any time, should a situation arise which would indi-

cate that action should not be delayed longer.

The Chairman said that Mr. Miller's statement expressed very

largely his views on the subject. He also said that the Secretary, in

expressing his views with regard to the matter, had not felt any concern

with reference to the Treasury position or its financing program but had

expressed his views as to the action which the Board should take in the

8ame manner as he would have recorded his position had he been present

at a meeting of the Board.

Mr. James called attention to the increase in security prices

Binee the low prices of 1932 as an element to be watched by the Board in

determining when action should be taken.

The Chairman said the Secretary had referred to the possibility

of the Italian-Ethiopian conflict being settled within the next two or
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three months, when it would be likely that European nations would be

desirous of bringing about a more satisfactory condition in the foreign

exchanges and that, if this were done, the flow of gold to this country

might be reversed. Mr. Eccles added that, in that connection, he had

taken the position that the Federal Reserve System should not refrain

from increasing reserve requirements merely because of the possibility

that, either in the near future or at some indefinite future time, the

monetary gold stock of the country might be reduced through a reversal

of the gold movement, and that, if reserves were increased in a sufficient

amount to offset the gold that had been imported during the current year,

knd there were an export movement of as much as $1,000,000,000, member

banks would still have substantial amounts of excess reserves.

The Chairman then expressed the opinion that inasmuch as there

was not a unanimous opinion among the members of the Board that reserve

requirements should be raised and that as the need is not sufficiently

apparent at this time to require an increase in reserve requirements

Without unanimous action by the Board, action should be deferred for the

time being. He stated that, however, he was strongly of the opinion that

the Board should not defer action until the forces of recovery had reached

4 Point where inflation had set in and it would be necessary to use the

BYstem's open market powers to such an extent in bringing about the de-

sired check on expansion that it would shock the economic and financial

structure. In this connection it was suggested that action in raising

reserve requirements should not be regarded as a reversal of the system's
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open market policy but simply as a means of applying brakes against un-

desirable developments.

There followed a discussion of the importance of the responsi-

bility resting upon the Board in connection with its future policy of

credit control and of the elements in the economic and financial position

Which have retarded the restoration of normal credit and business condi-

tions.

At the conclusion of the discussion it was
agreed unanimously that no action should be
taken by the Board at this time to increase
reserve requirements but that the matter should
be watched carefully so that the Board would be
in a position to act whenever developments in
the situation indicated that action was necessary.

During the discussion, Mr. Miller stated that the Chairman of

the Federal Reserve Bank of New York had called him on the telephone and

had advised that the board of directors of the bank at its last meeting

had discussed the advisability of an increase in reserve requirements

and had reached the conclusion that, while there was nothing in the

Picture requiring immediate action, action should be taken in time to

Prevent the situation from drifting to a point where action by the ,System

would be too late, and that there was less danger in early action than in

"tion which is too long delayed.

At this point Mr. Thomas, Vice Chairman, joined the meeting which

continued as a meeting of the Board of Governors of the Federal Reserve

SYstem.

There followed a discussion of the reply to be made
to the letter received from the Secretary of the Federal
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Open Market Committee unier date of November 4, 1935,

transmitting the resolution and motions adopted by the
Committee at its meeting in Washington on October 22-24,

1935, and it was agreed that Mr. Miller, in consultation

with Lr. Goldenweier, should prepare a draft of reply
for consideration at the first meeting of the Board fol-
lowing the return of the Chairman from the annual conven-
tion of the American Bankers Association in New Orleans.
It was also agreed that the draft of letter no_Ild review

the consideration which had been given by the Board to
the resolution adopted by the Federal Open hiarket Commit-

tee with regard to open market policy and advise (1) that

there appears to be no necessity for action by the Board

on the motion adopted by the Committee authorizing the

Executive Committee of the Federal Open Market Committee

to buy or sell securities, and (2) that the Board ap-

proves the authority granted to the Executive Committee

to make shifts of maturities of securities in the ac-

count to the extent necessary to enable it to replace

securities maturing between now and the date of the

next meeting of the Federal Open Market Committee which,

in view of the provision of law requiring at least four

meetings each year, should be held some time before the

end of the current year.

The Chairman then read the following memorandum which he pro-

Posed, with the approval of the Board, to address to the heads of the

various divisions of the Board's staff:

"In view of the extent to which the lag in construction ap-

parently continues to be the chief factor in unemployment, and

also the chief factor in retarding a more ,eneral recovery among

the heavy industries, I have asked Mr. Daiger to give special at-

tention to the question of means that miOit be adopted to give a

vigorous impetus to new construction, particularly in the fiold of

residential building where an acute housing shortage appears to be

in prospect. I have also asked Mr. Daiger to keep in close touch

with current developments, both governmental and priwte, in hous-

ing and in mortgage financing.

"I shall appreciate it if you will make available to him, as

occasion may arise, any information or assistance that may be

helpful in these matters, and I have asked him in turn to place

at your disposal any information or assistance that he may be able

to give in connection with matters that you may be handling and

on which the work that he is doing may have some bearing."

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



2301

11/8/35 -7-

Upon motion by Mr. Hamlin, the
memorandum was approved unanimously.

The Chairman read a letter dated November 6, 1935, from Governor

Harrison of the Federal Reserve Bank of New York in which he advised of

receipt of a cable from Governor Norman of the Bank of England express-

ing disappointment that Governor Harrison was not to be at the November

meeting of the board of directors of the Bank for International Settle-

ments and stating that, rather than have no contact at all with affairs

in the United States, Mr. Catterns of the Bank of England had suggested

that between now and Christmas he should take a vacation in this country

including some days at least in New York. The letter also stated that

Governor Norman had explained that the visit would be entirely private

and had inquired whether Governor Harrison would approve or whether the

Proposed visit would in any way embarrass him, and that Governor Harrison

had cabled Governor Norman that he saw no objection to Mr. Catterns' visit

and would be glad to welcome him at the bank while he was in New York.

ber

(1)

The Secretary was requested to prepare a reply

to Governor Harrison's letter stating that the Board
interposed no objection to the reply made by Governor
Harrison on the assumption that, in accordance with
the requirement of section 14(g) of the Federal Re-
serve Act, a full report would be made to the Board
in writing of any conferences which he or other of-
ficers of the bank might have with Mr. Catterns.

The Chairman also called attention to a memorandum, dated Octo-

51, 1955, addressed to him by Mr. Wyatt, General Counsel, submitting

a copy of an article published in the American Banker for Saturday,

October 26, 1935, commenting upon the fact that the use of the term
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"member"? by insured nonmember banks, as required by regulations of the

Federal Deposit Insurance Corporation, may cause such banks to be con-

fused with member banks of the Federal Reserve System; and (2) a copy of

Regulation III of the Federal Deposit Insurance Corporation, approved

and made effective as of October 110 1955, section 5(b) of which requires

insured banks in their advertising to use the term "member of the Federal

Deposit Insurance Corporation". The memorandum referred to the provisions

Of the Federal Reserve Act relating to the use of the term "member bank"

and expressed the opinion that the use of the term "member" in referring

to nonmember insured banks was likely to be misleading and confusing and

that it would have been much more appropriate for the Corporation to have

Used in its regulation the term "insured bank" as used in Section 12B of

the Federal Reserve Act.

Mr. James suggested that the Chairman be authorized to take the

matter up with the Federal Deposit Insurance Corporation with the view

of obtaining an appropriate change in the corporation's regulation.

Mr. Eccles stated that before taking the matter up with the Fed-

eral Deposit Insurance Corporation he would like to have a memorandum

Prepared which would set forth the considerations making a change in the

corporation's regulation desirable, which would be considered by the

Board prior to his taking the matter up with the Chairman of the Federal

Deposit Insurance Corporation.

At the conclusion of the discussion, it

was unanimously agreed that Mr. Morrill, in
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consultation with Messrs. Wyatt and Paulger,
should prepare a memorandum along the lines
suggested by the Chairman for consideration
by the Board.

Mr. Hamlin stated that, in accordance with the action taken at

the meeting of the Board on October 25, 1935, he had prepared, and

there was now in circulation among the members of the Board, a recom-

mendation from him as to the conditions upon which voting permits should

be issued to the Transamerica Corporation and Inter-America Corporation

for permission to vote the stock which they own or control in certain

member banks, and that, as action on other voting permit applications

could not be taken by the Board until a decision was reached with regard

to the standard conditions which would be imposed by the Board in issu-

ing general voting permits, action should be taken by the Board as

Promptly as possible.

After a brief discussion, it was agreed
that the matter should be considered at a
meeting of the Board to be held this after-
noon at 5:00 p. in.

The Chairman referred to the application for membership of the

Calvin B. Taylor Banking Company of Berlin, Maryland, and other cases

llow pending before the Board which present the question whether, for

PUrposes of admission to membership in the Federal Reserve System, a

ballkts capital would be considered as being impaired when the bank had

issued certificates to depositors who had waived deposits and, under

the terms of the certificates, the bnrk was obligated to pay the certif-

icates, in the event of the liquidation of the bank prior to the
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distribution of assets to the stockholders. Mr. Eccles stated that he felt

the Board's previous position in holding that a bank's capital was impaired

under circumstances of the character referred to was incorrect, and that he

would hold the bank eligible for membership if an indorsement were placed

upon the certificates representing the stock of the bank setting forth the

agreement with the holders of the certificates representing deferred deposits.

After a brief discussion, Messrs. Thomas and
Hamlin were requested to prepare, for consideration
at the meeting of the Board to be held this afternoon,
a recommendation along the lines suggested by Mr. Eccles.

Mr. Goldenweiser left the meeting at this point and the Board then

acted upon the following matters:

Letters dated November 8, 1955, to the Chairmen of the Federal Re-

serve Banks of Philadelphia, Richmond and St. Louis, and to Mr. McAdams,

Secretary of the Federal ReServe Bank of Kansas City, stating respectively

that the Board approves the establishment without change by the Philadel-

Phia and St. Louis banks on November 6, and by the Richmond and Kansas City

banks on November 7, 1955, of the rates of discount and purchase in their

eXisting schedules.

Approved unanimously.

Memorandum dated November 6, 1955, from Mr. Wyatt, General Counsel,

l'ecommending the temporary appointment of Mrs. Helen H. Rivers as a stenog-

4Pher in the legal division, for the period ending December 51, 1955, with

sIllary at the rate of $150 per month, effective as of the date upon which

she enters upon the performance of her duties. The recommendation was ap-

Ptcved by three members of the Board on November 7, 1955.

Approved unanimously.
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Memorandum dated November 5, 1935, from Mr. Wyatt, General Coun-

sel, recommending that Mrs. Nadine Gallagher, a stenographer in the

legal division, be granted an additional leave of absence with pay on

account of illness for a period not exceeding thirty days, beginning

November 3, 1935.

Approved unanimously.

Memorandum dated October 30, 1:74351 from Mr. James submitting a

letter dated October 17 from Governor Calkins of the Federal Reserve

Bank of San Francisco, which requested approval of a number of changes

in the personnel classification plans of the bank and its branches.

The memorandum advised that Governor Calkins' letter stated that the

new positions created were orincipally due to work incident to paying

Work relief checks, and to industrial loan activities. The memorandum

also stated that Mr. James had reviewed the proposed changes and recom-

mended that they be approved. The recommendation was approved by three

members of the Board on November 7, 1935.

Approved unanimously.

Letter dated November 7, 1235, approved by four members of the

Board, to Mr. Fletcher, Acting Federal Reserve Agent at the Federal Re-

serve Bank of Cleveland, reading as follows:

"This refers to your letter of October 22, 1935, requesting

an expression of the Board's opinion as to whether it is necessary

for The Union Trust Company, Pittsburgh, Pennsylvania, to obtain

the approval of the Comptroller of the Currency for the establish-

ment and operation of a branch office within the city of Pittsburgh.

Your inquiry is made in connection with the Board's telegram of

October 9, 1935, adviAng you that the Board's approval for the
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"establishment of such branch office 16 not required by law or
under the conditions of membership applicable to The Union Trust
Company.

"You call attention to the letter of the Federal Reserve Bank
of Booton to the Board, dated September 24, 1935, with respect to
the proposed revision of the Board's Regulation H (L-219), in which
the contention is made that subsequent to the Banking Act of 1933,
and prior to the Banking Act of 1935, the approval of the Comptrol-
ler of the Currency was necessary for the establishment of branches
by State member banks both within and without the city in which
the parent bank was located. With this contention you express
agreement. The letter from the Federal Reserve Bank of Bobton con-
cludes that since the Banking Act of 1935 substituted the approval
of the Board of Governors of the Federal Reserve System for that
of the Controller of the Currency, it is now necessary for a State
member bank to obtain the approval of the Board for the establish-
ment of intracity branches as well as for the establishment of
out-of-town branches. You express the opinion, however, that the
Banking Act of 1935 substituted the Board's approval for that of
the Comptroller of the Currency only with respect to out-of-town
branches and that it is still necessary to obtain the approval of
the Comptroller of the Currency for the establishment and operation
of a branch within the city in which the parent bank is located.

"As you know, the McFadden Acts approved February 25, 1927,
amended section 9 of the Federal Reserve Act so as to provide that
a State member bank might retain all branches lawfully acquired be-
fore the date of that Act, but that no State member bank might es-
tablish an out-of-town branch after that date and become or remain
a member of the System. The law did not specifically refer to the
establishment of intracity branches by State member banks; and it
appears to have been the clear intention of Congress that the es-
tablishment of such branches should be permitted without the neces-
sity of obtaining the consent of any supervisory Federal authority.

"The Banking Act of 1933 amended the provision added by the
McFadden Act so as to permit the establishment and operation of
branches of state member banks on the sama terms and conditions and
subject to the same limitations and restrictions as are applicable
to the establishment of branches of national banks; but this amend-
ment was obviously intended to relate only to out-of-town branches
of State member banks and not to impose any restrictions upon the
establishment of intracity branches of State member banks. Since,
under section 5155 of the Revised Statutes, the approval of the
Comptroller of the Currency is necessary to the establishment of
out-of-town branches of national banks, his approval was likewise
necessary to the establishment of out-of-torn branches of State
member banks after the Banking Act of 1933 and prior to the Banking
Act of 1935. The only effect of the latter act was to substitute
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"the approval of the Board of Governors of the Federal Reserve
System for that of the Comptroller of the Currency in such cases.

"For the reasons above set forth, it is the opinion of the
Board that it is unnoeessary, under the law, for either the Board
of Governors of the Federal Reserve System or the Comptroller of
the Currency to approve the establishment and operation by The
Union Trust Company, Pittsburgh, Pennsylvania, of a branch office
in the premises formerly occupied by the City Deposit Bank and
Trust Company, located within the city of Pittsburgh."

Approved unanimously.

Letter to Mr. McAdams, Assistant Federal Reserve Agent at the

Federal Reserve Bank of Kansas City, reading as follows:

"Reference is made to your letter of October 21, 1935, re-
garding an increase in the capital and surplus of the Citizens
State Bank of Osage City, Kansas, in order to comply with the
provisions of membership condition numbered 15.

"The analysis of the report of examination of the bank as of
April 3, 1935, made by State examiners, showed capital stock and
surplus of $40,000 and a net sound capital of ̀e48,300 as compared
with deposits of)'499,500. The report of examination of the bank
as of October 5, 1935, made by your examiners, shows capital stock
and surplus of 210,000 and net sound capital of $52,000 as com-
pared to deposits of $503,100. The report as of October 5, 1935,
indicatJs also that the bank had no assets classified as slow,
doubtful or estimated losses, a high degree of liquidity, and that
it is under management considered to be conservative and capable.

"In view of all of the circumstances and your recommendation,
the Board agrees with you that it is unnecessary to require the
Citizens State Bank to increase its capital stock and surplus at
this time under the provisions of membership condition numbered
15.11

•

Approved unanimously.

Telegram to Mr. Peyton, Federal Reserve Agent at the Federal

Reserve Bank of Minneapolis, authorizing him to issue a limited voting

Permit to the "Northwest Bancorporation", Minneapolis, Minnesota, en-

tit,
4-ing such organization to vote the stock which it owns or controls of

The Fourth Northwestern National Bank of Minneapolis", Minneapolis,
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Minnesota, at any time prior to January 1, 1936, to act upon a proposal

to retire $25,000 of preferred stock of such bank; to act upon a proposal

to declare a dividend payable in common stock of such bank pursuant to

Section 5142 of the Revised Statutes of the United States, and to make

any amendments to the articles of association of such bank necessary to

effect such change in capitalization, all in accordance with a plan ap-

proved by the Comptroller of the Currency.

Approved unanimously.

Letter dated November 71 1935, approved by two members of the

Board, to Mr. Case, Federal Reserve Agent at the Federal Reserve Bank

of New York, reading as follows:

"In connection with its consideration of the application of
the'Union County Trust Company', Elizabeth, New Jersey, for a voting
permit entitling such company to vote the stock which it owns or
controls of 'The First National Bank of Cranford', Cranford, New
Jersey, 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 companies, within the meaning of section 2(c) of the Bank-
ing Act of 1933, as amended by section 501 of the Banking Act of
1935, and that, accordingly, the applicant is not a holding com)any
affiliate for any purposes other than those of section 23A of the
Federal Reserve Act.

"Inclosed 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. Otherwise, you are re-
quested to transmit the inclosed letter to the applicant. A coy
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 re-
quested 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 the"Union County Trust Company;
Elizabeth, New Jersey, 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 'The First National Bank of Cranford', Cranford, 13,)w Jersey.

"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 53 per cent of the stock of
The First National Bank of Cranford and 45.05 per cent of the
stock of the Linden Trust Company, Linden, New Jersey; that your
company holds among its investments stock of several other banks
but in each instance such stock constitutes a relatively insignifi-
cant portion of the outstanding stock of the bank; that the assets
of your company are approximately ten times as large as those of
The First National Bank of Cranford, its sole subsidiary bank; that
only a relatively small portion of your company's assets is in-
vested in bank stock; and that your company 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 1953, defining the term
'holding company affiliate', by adding thereto the following para-
graph:

"Notwithstanding the foregoing, the term "holding 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 indi-
rectly, 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 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 purposes other than those of sec-
tion 23A of the Federal Reserve Act. Accordingly, it is not neces-
sary for your company to obtain a voting permit in order to vote
the stock which it owns or controls of The First National Bank of
Cranford and on this basis the Board will give no further consider-
ation to your application for such a permit.

"If, however, your company acquires control over any other

bank, or the character of the business of your company, 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
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"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 de-
termination of this matter at any time on the basis of the then
existing facts."

Letter to 7r. Fletcher, Acting Federal Reserve Agent at the

Federal Reserve Bank of Cleveland, reading as follows:

"In connection with its consideration of the application of
the 'Coraopolis Trust Comoany', Coraopolis, Pennsylvania, for a vot-
ing permit entitling such company to vote the stock which it owns
or controls of 'The Coraopolis National Bank, Coraopolis, Pennsyl-
vania, 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 companies, within the meaning of section 2(c) of the Bank-
ing Act of 1933, as amended by section 501 of the Banking Act of
1955, and that, accordingly, the applicant is not a holding company
affiliate for any purposes other than those of section 23A of the
Federal Reserve Act.

"Inclosed 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. Otherwise, you are re-
quested 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 the Board."

A-)proved unanimously, together with a
letter to the"Coraopolis Trust Company;
Coraopolis, 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 'The Coraopolis National Bank', Coraopolis, 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 91.8% of the outstanding
stock of The Coraopolis National Bank but does not hold the stock
Of, or manage or control, any other bank; that the assets of your
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"company are approximately three times as large as those of such
bank; that only a relatively small portion of your company's assets
is invested in bank stuck; and that your company 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 para-
graph:

"Notwithstanding the foregoing, the term "holding company
affiliate" shall not include (except for the purpos,-Js 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 indi-
rectly, 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 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 purposes other than those of sec-
tion 23A of the Federal Reserve Act. Accordingly, it is not neces-
sary for your company to obtain a voting permit in order to vote
the stock which it owns or controls of The Coraopolis National Bank
and on this basis the Board will give no further consideration to
your application for such a permit.

"If, however, your company acquires control over any other
bank, or the character of the business of your company, 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 let-
ter to an extent which would indicate that it might be engaged as a
business in holdinL- 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 determina-
tion of this matter at any time on the basis of the then existing
facts."

Letter dated November 7, 1935, amproved by four members of the

Board, to Governor Harrison of the Federal Reserve Bank of New York, pre-

in accordance with the action taken at the meeting of the Board on

November 6, 1935, and readng as follows:

"Receipt is acknowledged of Mr. Sproul's letter of October 31,
1935, advising of the action taken by the board of directors of
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"your bank on that date in instructing the officers of the Federal
Reserve Bank of New York to sell the $23,805,200 of long term United
States Government bonds held in the bank's own investment account,
and to purchase an equivalent amount of Government securities of
shorter maturities; it being anticipated that the sales will extend
over a period of weeks so that the appearance of a change in a
large amount in the maturity distribution of published holdings of
the bank in any one week will be avoided, and that sales will be
made when advantage can be taken of: periods of strength in the mar-
ket.

"This matter has been considered at a meeting of the Board and
I have been requested to advise you that the Board interposes no
objection to the sale and purchase of securities by your bank in
accordance with the program authorized by your directors, on the
understanding that the transactions will result in no change in the
total amount of Government securities held in your bank's invest-
ment account."

Board,

Approved unanimously.

Letter dated November 7, 1935, approved by four members of the

to Mr. Grayson, Auditor of the Federal Reserve Bank of Cleveland,

reading as follows:

"Receipt is acknowledged of your letter of October 31, 19c5,
inclosing a report of your audit of the accounts of the Fiscal
Agent of the Board of Governors of the Federal Reserve System for
the period from July 1 to October 1:), 1935, inclusive.

"Your report is being brought to the attention of the members
of the Board, and copies of the certificate made by you in connec-
tion with the audit have been sent to the Federal reserve banks.

"The third paragraph of your letter states that it is assumed
that the legal effectiveness of the surety bonds given by the Fiscal
Agent and the Deouty Fiscal Agent, which run to the 'Federal Reserve
Board', and the contracts entered into in the name of the 'Federal
Reserve Board', is not altered by the change in the name of the
Board to the Board of Governors of the Federal Reserve System. This
matter has been considered by Counsel who is of the opinion that
Your assumption is correct."

tOard,

Approved unanimously.

Letter dated November 7, 1935, approved by four members of the

to Mr. G. Fred Berger, Treasurer, Norristown-Penn Trust Company,

11°I'llstown, Pennsylvania, reading as follows:
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"This is to acknowledge recei-Dt of your letter of October 21,
1955, to Mr. Noell with regard to a provision in a proposed revi-
sion of the Board's Regulation H relating to the investment of
trust funds in pools of mortgages or other securities.

"The provision to which you referred is contained in a condi-
tion of membership which is applicable only to State banking insti-
tutions which accept the condition at the time of their admission
to membership, and is not applicable to such institutions which
have heretofore been admitted to membership without agreeing to
such a condition. It may also be mentioned that under the condi-
tion the Board can, whenever it deems it desirable, grant permis-
sion for a bank or banks subject to the condition to invest trust
funds in pools of mortgages or other securities under such require-
ments and restrictions as may be deemed desirable to protect the
interests of beneficiaries of trust funds so invested. I under-
stand that at an early date one of the member banks subject to
such condition will present to the Board a request for permission
to make collective investments of trust funds, and at that time
the Board can give careful consideration to whether or not such
permission should be granted and, if so, under what safeguards.

"It appears that you have been appointed chairman of a special
committee of the Pennsylvania Bankers Association on mortgage pool
legislation whose purpose is to suggest an outline of State legis-
lation which will make the operation of mortgage pools safe and
practicable. It may be that you may wish to furnish the Board
with any information developed by your committee with regard to
what safeguards are necessary if the investment of trust funds in
mortgage pools or other securities is permitted, for consideration
in connection with the anticipated request to the Board for such a
permission under the condition of membership.

"The condition of membership above referred to is one which it
has been the practice of the Board to prescribe since the early part
of 1933 for State institutions exercising trust powers and applying
for membership and, in view of this fact and the other circumstances
described above, you may wish to defer any discussion of the matter
with members of the Board or with members of its staff.

"Your constructive approach to the problems involved in this
matter is appreciated and the Board will be glad to receive any
suggestions you may have to make which will be helpful in acting
on requests which may be received for permission to make collective
investments of trust funds."

Approved unanimously.

Letter dated November 7, 1935, approved by three member L) of the

8°4rd, to the Attorney General of the United States, reading as follows:

"In reviewing the information submitted in connection with
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"the application of the Marine Midland Corporation, Jersey City,
New Jersey, for a voting permit under the provisions of section
5144 of the Revised Statutes of the United States, as amended, en-
titling it to vote its stock of certain subsidiary banks, it ap-
peared from a pamphlet entitled tA Directory of Marine Midland -
Directors & Officers' that a possible violation of the Act of
May 24, 1926 (U.:;.C., title 12, section 585), may be involved in
the use of the word 'reserve' as a part of its corporate title
by The Reserve Investing Corporation, 110 William Street, New
York, New York, which one of the directors of The Marine Midland
Trust Company of New York, New York, New York, is serving as an
officer.

"In accordance with the usual practice of the Board in such
cases, the matter is being reported to you for such action as
YOU consider advisable, and the Federal Reserve Agent at the Fed-
eral Reserve Bank of New York has been requested to make a similar
report to the local United States Attorney."

Approved:

/

/(1 -161,

Approved unanimously.

Thereupon the zleeting adjourned.

1
-tiaairman.

Secretary.
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