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A meeting of the Board of Governors of the Federal Reserve Systen
Wi
88 held in Washington on Saturday, November 23, 1935, at 11:30 a. m.

PRESENT: Mr. Eccles, Chairman
Mr. Thomas, Vice Chairmen
Mr. Hamlin
Mr. Miller
Mr. Szymczak

Hr, Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary

The Board acted upon the following matters:

Letters to Wr. Sproul, Secretary of the Federal Reserve Benk of

NeW
York, wr, Austin, Chairman of the Federal Reserve Bank of Philadelphia,

e Clark, Secretary of the Federal Reserve Bank of Atlanta, end Hr. Wood,
bairnan of tne Federal Reserve Bank of St. Louis, stating that the Bosrd
8Droves the establishment without chenge by the Philadelphia and St.

touts banks on November 20, by the New York bank on November 21, snd by

the
Mlanta bank on November 22, 1935, respectively, of the rates of dis-

ot and purchese in their existing schedules.

Approved unanimously.
. Bond in the amount of $50,000, executed under date of November
as’ by Mr, Larry McPherson Odom as Acting Assistant Federel Reserve Agent
* the El Paso Branch of the Federal Reserve Benk of Dallas.

Approved unanimously.

Memorandum dated November 19, 1935, from Mr. Wyatt, Genersl

Co
Sel 2
i ? Submitting the resignation of Mr. J. Delafield DuBois zs an
Ssist,
- Mt Counsel in the Legal Division, to be effective as at the close
b

Usin :
€88 on December 24, 1935, and recommending that the Boerd accept
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| the resignati 5
gnation as of that date.
Accepted with regret.
Letter to Mr. Curtiss, Federal Reserve Agent at the Federsl Re-
Serve Bank of Boston, reading as follows:

: "In connection with its consideration of the applica-
tion of 'The First National Bank of Boston', Boston,
Massachusetts, for a voting permit entitling certain
trustees to vote the stock which such bank owns or controls
of '01d Colony Trust Company', Boston, iassachusetts, the
B?&rd 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 1933, as amended by
1 Section 301 of the Banking Act of 1955, and, accordingly,

he applicant is not a holding company affiliate for any
\ Purposes other than those of section 23A of the Federal Re-
\ Serve Act,

"Inclosed herewith is a letter to the applicant advising

1t concerning the Board's action in ‘this matter. If, for
any reason, you believe that this matter should be recon-
Sidered by the Board, please communicate with the Board at
once. Otherwise you are requested to transmit the inclosed
letter to the applicant. A copy of the letter is also in-
¢losed for your files.

. "As you will note, the Board expressly reserves the
Tight to mske a further determination of this matter at any
time on the basis of the then existing facts. 1In this
c?nﬂection it is requested that you advise the Bozrd if, et eny
ime, you believe this matter should again be considered by it."

Approved unanimously, together with
a letter to "The First Nationel Bank of
Boston", Boston, Massachusetts, reading as
follows:

"This refers to the application of your bank for a votling

| germit entitling certain trustees to vote the stock which your

‘ @k controls of '01d Colony Trust Company', Boston, lMassa-
Chusetts,

"The Board understands that your bank was organized end

erated for the purpose of conducting a generzl bhanking

iS op
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"business; that 98.75 per cent of the stock of 01d Colony
Trust Company is held by trustees for the benefit of the
Shareholders of your bank; that 0ld Colony Trust Company
is operated as a trust company affiliate of your bank and
1s principelly engeged in handling trust business; that
your bank owns all of the stock of First of Boston Inter-
National Corporation and 25 per cent of the stock of French
American Banking Corporation, both of which are engaged in
the international banking business; that your bank does not
Manage or control any other bank or banking corporation and
88 only a relatively insignificent vortion of its assets
invested in stock of such organizations; and that your bank
is not operated for the purpose of managing or controlling
banks,

"In view of the above facts, the Board has determined
thet your bank is not engaged, directly or indirectly, as =a

Usiness in holding the stock of, or managing or controlling,
banks, banking associations, savings banks, or trust
Compenies within the meaning of section 2(c) of the Banking
Act of 1933, as emended by section 301 of the Banking Act
of 1935, and, therefore, it is not a holding company affili-
ate for any purposes other than those of section 23A of the
Federal Reserve Act. Accordingly, it is not necessary for
1t to obtein a voting permit in order that the stock which

t owns or controls of 01d Colony Trust Company may be
Voted and, on this basis, the Board will give no further
Consideration to its epplication for such a permit.

"If, however, your bank acquires control 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

hat, your bsnk might be engaged, directly or indirectly, as
& business in holding the stock of, or managing or controlling,

anks, this matter should agein be submitted to the Board.

ofe Board reserves the right to make a further determinstion

this matter at any time on the basis of the then existing
acts. n

Letter to ir. Case, Federzl Reserve Agent at the Federal Reserve
of New York, reeding as follows:

"In connection with its considerstion of the application

;f the 'Hudson-Harlem Valley Corporation', Mount Kisco, New
Oork

feis for & voting permit entitling such corporation to vote
© stock which it owns or controls of 'Trust Company of
hern Vestchester', Mount Kisco, New York, the Board hes

Nort,
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"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 Banking Act of 1933, as amended by section 301 of
the Banking Act of 1935, and, accordingly, the applicant is
Not & 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 ad-
Vising it concerning the Board's action in this matter. Th;
for any reason, you believe that this matter should be re-
Considered by the Board, please communicete with the Board at
once. Otherwise, you are requested to transmit the inclosed
letter to the applicent. 4 copy of the letter is also in-
Closed for your files.

. "As you will note, the Board expressly reserves the
Tight to make a further determination of this matter at any
time on the basis of the then existing facts. In this connec-

on, it is requested that you advise the Board if, at eny

ime, you believe this metter should agein be considered by
the Board,m

Approved unanimously, together with a
letter to the "Hudson-Harlem Valley Corporation",
Nount Kisco, New York, reading as follows:

"This refers to the application of your corporation for
 Voting permit entitling it to vote the stock which it owvms
or controls of 'Trust Company of Northern Westchester', Mcunt

Sco, New York.

"The Board understands that your corporation owns or
ontrols 3,156 of the 4,000 owtstanding shares of Trust
tOmpany of Northern Westchester, its sole subsidiary bank;
Ofat Jour corporation controls through its subsidiaries stock
& three other benks but in ecch case such stock constitutes
b Very small fraction of 1% of the outstanding stock of the
Oank; that, except zs stated above, your corporation does not
awn th? stock of, or manage or control, eny other bank; that
igproxlmately one-fourth of the assets of your corporation ere

nzeﬁted in benk stock, elmost 21l of the remainder being
comeSted in the stock of a reel estate title end mortgege
corpeny end the stock of en investment company; end that your
b Poretion was not organized end is not operated for the pur-
*7%€ of mangging or controlling banks.

"In view of the above facts, the Board has determined thet
Corporation is not engeged, directly or indirectly, as a

Jour
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"business in holding the stock of, or meneging or controlling,
banks, banking associations, savings banks, or trust ccmpanéés,
within the meaning of section 2(c) of the Benking Act of 1933,
82 amended by section 301 of the Banking Act of 1935, end,
therefore, is not a holding company affiliate for any purposes
Other than those of section 254 of the Federal Reserve Act.
ACcordingly, it is not necessary for your corporztion to obtein
& Voting permit in order to vote the stock which it owns or
controls of Trust Company of Northern Westchester and on this
basis the Board will give no further consideration to your
&pplication for such a pernmit.
"If, however, your corporation acquires control over any

other bank, or the cheracter of the business of your corpora-
lon, the nature of its assets, or the purpose for which it

1s operated should at any time differ from the description
thereor contained in this letter to an extent which would in-
dlcate thet it might be engeged as a business in holding the
stock of, or managing or controlling, banks, this matter

8hould agein be submitted to the Board for its determination.
The Boara reserves the right to make a further determination

g? this matter at any time on the basis of the then existing
actg,

<482

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

°f New York, reading as follows:

"In connection with its considerstion of the epplicetion
- Henry Schroder Banking Corporation', Kew York, New
¥0rk, for & voting permit entitling it to vote the stock which
1t owng op controls of 'J. Henry Schroder Trust Company', New
York, New York, the Board has determined that the epplicant

8 not, engaged, directly or indirectly, as & business in
hOlding the stock of, or mansging or controlling, banke,
banking associations, savings benks, or trust compenies, with-
in the meaning of section 2(c) of the Banking Act of 1933, &s
ed by section 301 of the Banling Act of 1935, end,
dingly, the spplicent is not & holding company affiliate
or eny bpurposes other then those of section 23A of the Fed-
°rel Reserve Act.
1t "Inclosed herewith is a letter to the applicent edvising
32 ®oncerning the Board's action in this matter. If, for any
980n, you believe that this matter should be reconsidered by
Oard, please communicete vith the Board at once. Other-
Jou are requested to transmit the inclosed letter to the
A copy of the letter is also inclosed for your

of 13
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"As you will note, the Board expressly reserves the
Tight to meke a further determinction 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,

et any time, you believe this matter should again be con-
Sldered by it,m

Approved unanimously, together with a
letter to the "J. Henry Schroder Banking
Corporation", New York, New York, reading as
follows:

"This refers to the application of your corporztion
Voting permit entitling it to vote the stock which it
O"I8 or controls of 'J. Henry Schroder Trust Compeny', New
York, Ney York.
"The Board understends that your corporation owns 7,162

°f the 10,000 outstanding shares of stock of J. Henry
Chroder Trust Company, but does not hold the stock of, or
i Mahage or control, any other bank; that your corporation is

for a

principally engaged in the business of international banking
Was organized eand is operated for that purpose, whereas
Your subsidiary bank is principally engaged in the general
anking and trust business; that only a relatively small
Portion of your corporation's assets is invested in bank

Stock; eng thet your corporation was not organized end is
noﬁkop rated for the purpose of managing or controlling
S,

"In view of the above facts, the Board has determined
Jour corporation is not engaged, directly or indirectly,
business in holding the stock of, or managing or con-
ing, banks, banking associations, savings banks, or
Companies, within the meaning of section 2(c) of the
nking pct of 1933, es amended by section 301 of the Banking
of 1935, ang, therefore, it is not a holding company
ffiliate for any purposes other than those of section 23A
L the Feders Reserve Act. Accordingly, it is not necessary
°T your corporation to obtain a voting permit in order to
yote the stock vhich it owns or controls of J. Henry Schroder
Bl Company and, on this basis, the Board will give no
®T considerstion to your application for such z permit.
"If, however, your corporation acquires control over
3§¥f°ther bank, or the facts should at any time'otherwise
.“ in diir from those steted her.‘eln ‘f,o an exte§t"xv}31?h xfoulci. i
1 at? thet your corporation might be engaged a8 & buc}nesu
th °ldlng the stock of, or managing or controlling, banks,
‘ S matter should again be submitted to the Board for its

that,

as g

tro1y
Tugt,
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"determination, The Board reserves the right to meke a
further determination of this matter at eny time on the
basis of the then existing facts."

Letter to Mr. Stevens, Federasl Reserve Lgent at the Federsl Re-
S€rve Bank of Chicago, reading as follows:

"In connection with its consideration of the applica-
tion of tContinentel Illinois National Bank and Trust
Company of Chicago', Chicago, Illinois, for a voting permit
entitling certain trustees or their successors as such to
Vote the stock which such bank ovns or controls of 'Conti-

z nental National Bank end Trust Company of Chicago', Chicago,
linois, the Board has determined that the applicant is

Dot engaged, directly or indirectly, as s business in holding
© stock of, or managing or controlling, banks, banking

I 8Ssociations, savings banks, or trust companies 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,
azcordingly, the applicant is not a holding compeny affili-
ate f '

Or any purposes other than those of section 23A of the
Federal Reserve Act.
"Inclosed herewith is a letter to the applicant advising
neerning the Board's action in this matter. If, for any
Teeson, you believe that this metter should be reconsidered
7 the Board, plesse communicate with the Boerd at once.
®rwise you are requested to transmit the inclosed letter
%o the applicant. . A copy of the letter is also inclosed for
Jour fijes,
"AS you will note, the Board expressly reserves the
r?ght to make & further determination of this matter at eny
“Me on the basis of the then existing facts. In this

it co

omnection it is requested that you advise the Board if, at
20y time, you believe this matter should again be considered
Itn

Approved unanimously, together with =
letter to the "Continentel Tllinois National
Bank and Trust Company of Chicago", Chicago,
I1linois, reading as follows:

,'This refers to the application of your bank for a votirg
| Permj entitling certein trustees or their successors es such
© Vote the stock which your bank ovms or controls of 'Conti-

nenPal National Bank and Trust Company of Chicago', Chicago,
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"The Board understends that your bank is engeged in
the genersl banking end trust business and was organized
and is operated for that purpose; that your bhank owns or
controls all the stock, except directors' qualifying shares,
of Continental National Bank end Trust Company of Chicago,
which stock is held by certain trustees for the benefit of
Your bank; that your bank ovns 48.6 per cent of the stock
of Stete Bank of West Pullmen, West Pullman, Illinois, (in

lquidation) and owms some stock of other banks but does
Dot manage or control such banks; that only a relatively
insignificant portion of the assets of your bank is in-
vested in bank stock; that the assets of your bank are more
than 300 times as large as the assets of your subsidiary
bank; and thet, your bank is not operated for the purpose
°l managing or controlling benks.

"In view of the above facts, the Board has determined
that your bank is not engaged, directly, or indirectly, as
@ business in holding the stock of, or managing or con-
trolling, banks, banking associations, savings banks, or
H' Erust companies within the meaning of section 2(c) of the

ahking Act of 1953, as amended by Section 301 of the
Banking Act of 1935, and, therefore, it is not a holding
®ompany affiliate for any purposes other than those of
Section 234 of the Federal Reserve Act. Accordingly, it
S Mot necessary for it to obtain a voting permit in
order that the stock which it owns or controls of Conti-
dentel National Bank and Trust Company of Chicego may be
Voteq and, on this basis, the Board will give no further
Consideration to its application for such a permit.
"If, however, your bank acquires control over any
Other bank, or if the facts should at any time otherwise
fer from those set out ebove to an extent which would in-
d_cate that your bank might be engaged, directly or in- j
*rectly, as a business in holding the stock of, or managing
U controlling, banks, this matter should egein be submitted
k & Board, The Board reserves the right to make e
of her determination of this metter at any time on the basis
the then existing facts."

Letter to Governor Harrison, Chairmen of the Federal Open Merket

Comp
ittee, Prepared in accordance with the action taken at the meetingsof

|

i the
‘ T on November 8 and 20, 1935, and resding es follows:

“Re
,, Fed era

ference is mede to the resolution adopted by the
1 Open Market Committee at its meeting on October 23,




d

W/ez/z5

* Pedergy

2486
A%

"1935, in Washington.

"The Board has given careful considerztion to the
Committee! s statement about the present credit situation
&nd the possible desirability of taking steps to ebsorb
Some of the excess reserves of member banks, either through
the reduction of the System's portfolio of Government
Securities, or through the raeising of member bank reserve
Tequirements,

"In view of the Committee's observetions, with which
the Boarg concurs, that there is nothing in the business or
°redit situation which at this time necessitates the
adoption of eny policy designed to retard credit expansion,
&nd that the primary objective of the System at the present

ime is sti11 to lend its efforts to a furtherance of re-
sovery, the Board feels that it would not be timely to under-
take at tnis stage of business recovery any measure for the
&bsorption of excess reserves.
.. .'The Boerd is alive to the injurious consecuences that
:111 be caused by the excess reserves if they are permitted
r° 80 uncontrolled beyond the point where it will become
casonably cleer that further pursuit of the policy followed
I8 far by the Federal Reserve System during the depression
5 be attended with economic hazerds to the country which
©® System could not safely assume. When and as thet point
“PProaches the Board will act.
off . breliminary study has been mede of the possible
SereCtS on the position of member banks of eny change in re-
s . JedUirements that might be made by the Boerd. A
Dy 8ry of the results of this study, as presented by the
Sion of Bank Operations, is attached.
"The authority grented in the motion adopted by the
Open Market Committee at its meeting with respect to
aleopurchase end szle (which it is understood would include
ovSwing maturities to run off without replacement) of
Samer?ment Securities by the executive committee, is in the
Omm'torm a8 thet approved by the Federal Open Market
Drov;dtee at its meeting on May 27, 1935, and, inssmuch as it
eXecuteS that before any purchases or sales are gad? by the
eder iVe Committee telegraphic approval of a majority of the
wily § Open lerket Committee and the approval of the Board
Boarg : Obtained, there appears to be no necessity for the
the B © take action on the authority at this time. Howeve?,
oro %8rd will hold itself in readiness to consider any action
Posed by the executive committee with the approval of a

Ma § ;
iozit{ of the Federsl Open Market Committee, as provided in
S 3
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"The second motion adopted by the Federal Open

Market, Committee authorizes the executive committer to
Make shifts of maturities of Government securities in the
System account up to $300,000,000, provided thet the

amount of securities maturing within two yeers be mein-
tained at not less than $1,000,000,000 and that the amount
Of bonds in the account be not over $500,000,000. The

Oard hag carefully considered the reasons given for the
adoption of this motion, but feels that a substantizl shift
in meturities of securities held in the account would not

® desirable at this time. Therefore, the Board approves
he authority given to the executive committee only to the
8xtent, necessary to enable the committee to replace securi-
e maturing between now and the date of the next meeting
of the Federal Open Market Committee which will be held
Sometime before the end of the current year in complience
¥ith the requirement of the law that at least four meetings
O¢ held each year.

"K copy of this letter is being forwerded to the Chair-

Man of the hoard of directors of each of the Federal reserve
. banks."

|
I
|
1

F

%

i

Approved unanimously, together with a
letter to the chairmen of all Federal reserve
banks inclosing a copy of the above letter.

Letter to Mr, Stevens, Chairman of the Federal Reserve Bank of

Ch
1cago, Prepared in accordance with the action teken at the meeting of

‘ t
| "® Boarg on November 20, 1935, and reading as follows:

"The members of the Board of Governors of the Federal
Ve System have read with interest your letter of
ber 15, 1935, inclosing a copy of the stetement adopted
op JOUr executive committee as an expression of the opinion
& the board of directors of your bank after a rev1ew.of the
Oeport Of the meeting of the Federal Open Market Committee

0 October 22-R4, 1935. It is noted thet the statement hes
een Concurred in by every member of your board vith one
ggcﬁpthb and that the opinion of that director is definitely
f oraﬁ &Ction should be teken toward a decrease in the emount
9. eith01dlngs of government securities by Federal reserve benks,

Reser

™un °r by the sale of securities or by allowing maturit%?§ to
for off without replacement, rather than by action providing
an

increase in the reserve requirements of member benks.
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"The statement referred to reads in part as follows:
'We, therefore, as a Board, desire to respectfully
Suggest for earnest consideration by the Board of
Governors of the Federal Reserve System, an increase
in required reserves against bank deposits in
Central Reserve and Reserve City banks to possibly
twenty-five per cent of the increase now permitted by
law, thereby not only fortifying our benking structure
to this extent, but giving assurence to business and
the public thet the levers of control are operative
and in the hands of authorities who are resdy to use
them, We believe that such action accompanied by a
broper statement of its objectives would be favorably
interpreted by the financial and business interests
rother than otherwise.
'"We recognize that in addition to the measure re-
ferred to, that of an increase in required reserves,
~ Considerzation may properly be given to another effec-
tive power in the control of inflstionary tendencies,
! under which credit may be withdrawn from the market
] elther by the sele or by the maturity without replace-
ment of Government securities held in the Federzl Re-
Serve System. However, because it is considered thet
Fhe application of such a measure might be reflected
in the market for Government bonds at this particular
time, we are disposed to suggest the primary consider-
ation of an increase in reserve requirements, '
ab "The action taken by the Federal Open Market Committee
Statts meeting in Washington on October 22-24, 1935, and the
| s ement quoted in your letter have been very carefully con-
dered by the Board, end there is being addressed to the
&dzir@an of the Federel Open Market Committee today a letter
Sa ®lng of the Board's decisions in connection with the
‘ Solution end motions adopted by the committee. This
®r contzins the following parsgraphs:
'In view of the Committee's observations, with
Which the Board concurs, that there is nothing in the
Susiness or credit situation which at this time
Necessitates the adoption of any policy designed to
retard credit expansion, and that the primary objective
of the System at the present time is still to lend its
efforts to a furtherance of recovery, the Board feels
~ that it would not be timely to underteke st this stege
‘ of business recovery any measure for the absorption of
€Xcess reserves.
'The Board is alive to the injurious consequences
that will be ceused by the excess reserves if they are
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permitted to go uncontrolled beyond the point
wherc it will become reasonably clear that further
pursuit of the policy followed thus far by the Fed-
erel Reserve System during the depression will be
attended with economic hazards to the country which
the System could not safely assume. When and as
that point approaches the Board will act.'

"The Board apprecietes very much the interest which
1 your directors are teking in the question of System open
Market policy and expresses the hope that they will not
hesitate to give the Board the benefit of any views thet
hey mey have from time to time on this importent subject.”

Approved unanimously.
Letter to Mr. J. Will Taylor, President, Union Trust Company
0 .
} f Clalrton, Clairton, Pennsylvania, reading as follows:

"We regret to find that no reply has been made to

1 your letter dated July 20, 1935, regarding the question

Whether your banik may permit withdrawals, without notice,
of acerued interest credited to savings deposits.

"As an example, you state that a savings depositor
balance of §5,000 on which interest was credited on
ne 20, 1985, On July 20, 1935, such depositor requested
hat he be allowed to withdrew $100 in sccordance with

?ule 5 of your savings account rules and regulstions and,

in addition, requested that he be allowed to withdraw the

%nterest which had been credited to his account on June
0, 1935,

hes a

i "Bule 3 of your savings account rules and reguletions
$4gglres 81 days' notice for withdrawel of en emount up to
i and longer periods of notice for larger amounts, and
SO conteing the following proviso:
'Provided, however, the Company may at its
Option waive notice of withdrawal of &s much as
100.00 against any one notice; but in accord-
ance with the provision of Federal Reserve
Board's Regulation Q, Series of 1933, the
Company reserves the right to require a notice
of thirty-one days for the withdrawal of any
‘ Z"L'nount A1)
. You gta
SECtion VIszz
€Positopt?

te that it is your thought that possibly
Regulation Q permits your bank to grant the
8 request, provided that the benk trests all
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"similar requests in the same manner. You also state

that it would not be your intention to change the bank's
Tules and reculations but, instead, to have the bank

adopt a practice of waiving notice of payment of interest
On savings deposits, if such payment were requested within
50 days after the interest had been credited.

"It is understood from the above quoted rule thet it
1s the practice of your bank to waive notice for with-
drawals from savings deposits of not more then $100. It
18 also understood that you propose to change your practice
1N this regard so as to add to the amount which may be
Withdrawm without notice &1l accrued interest which has
been credited to the account not more than 20 days before
the date of withdrawal.

"The Board is now engaged in a revision of Regulation

in order to bring such regulation into conformity with
the law as recently amended, and the question which you
Present will be considered in commnection with such revision.
However, until the issuance of such regulation, the Board
will raise no objection to the payment by your bank, without
‘ Notice, of interest on savings deposits in accordance with
I he change of practice proposed in your letter and outlined
5 &bove, provided thst it shall, upon request and without
TeQuiring notice, pay interest under the same circumstences
On the savings deposits of every other depositor.

"If you have any further questions regarding this
natter or any similar matter, it will be apprecisted if
Jou will communicate with the Federal Reserve Agent at the
Federal Reserve Bank of Cleveland."

Approved unanimously.
Letter to ur, Curtiss, Federal Reserve Agent at the Federsl Re-
i Bank of Boston, prepared in accordgnce vith the action taken at
the "eeting of the Board on October 30, 1935, and reading as follows:

"Reference is made to your letters of June 12, 1935,
and Octobper 10, 1935, with respect to the question whether
Certain 'agency accounts' in the foreign department of the
‘ gndustrial Trust Company, Providence, Rhode Island, are
‘ ®POsits within the meaning of section 19 of the Federal
eserve A ct ~ ¢
"This question has its origin in an earlier ruling of
Oard which was contained in a letter to Mr. Paddock

the B
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"dateq Januery 4, 1934, and in which the Board gave consider-
ation to the nature of certain 'foreign currency deposits' of
he Industrial Trust Company representing funds placed with
the Trust Company for deposit with a foreign correspondent
bank in the neme of the Trust Company. Without expressing
a0y view as to the exact legal relationship between the Trust
Ompany and its customers under this arrsngement the Board

Tuled that the sums received pursusnt thereto should be re-

' 8arded as deposits within the meaning of the spirit and pur-
PO8e of the provisions of section 19 of the Federal Reserve
Aet relating to the payment of interest on deposits.

"The 'agency accounts' in the foreign department of the
Trust, Company which constitute the subject of the present
quiry differ from the 'foreign currency devosits! which
Vere breviously considered by the Board and the scope of the
resent inquiry is broader than that previously submitted
inasmucy as the Board is now asked whether the 'agency
aCCounts! gpre deposits within the provisions of section 19
Telating to the reserves required to be kept by member banks,
85 well as the provisions relating to the payment of interest

‘ °n deposits to which the earlier inquiry was confined.

8 "The Board has considered the question presented to it

in the light of the letter from the Trust Company, the forms

Sed by the Trust Company in connection with these 'agency
oocountst, ang the opinions rendered by counsel for the Trust
vgzpany and counsel for your bank, all of which were i?closed
of i dethar of fune 13 1055, ne-well as in the 14ght
1et{°ur letter of October 10, 1935, and the Trust Company's
°r of October 9, 1935, which was inclosed therewith. It
i: 2180 been noted that, under the Banking Act of 1935, the
prerd %S authorized in the opening paragraph of section 19 to
: Seribe such rules and regulations as it may deem necessary
ev. e?feCtuate the purposes of the section and to prevent
&8iong thereof,
i 1s understood that these 'egency accounts! are used
custle Trust Company chiefly because a large number of its
OMErs are of foreign birth and prefer to carry accounts
in gogartiCHIar foreign currency rather than to open a?i?unts
Tefer lars, In addition, the Trust Company makes.sp801;1?
terlence to other customers who heve future commitments in
ing which they wish to cover by buying spot Sterling
> Paying the Trust Company cash and having the Trust

otright
tﬁzian{ through an 'agency account! cerry the Sterling for
‘ Long’, 'MUS making it unnecessary for them to open accounts in
T that purpose. _
ting he instrument which is signed by the customer at the
°f the Creation of one of these 'agency accounts' refers

°ndon fq
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"to the customer as the 'Client', to the Trust Company as
the 'Agent! and to the amount deposited es the 'Pund', No
mention is made of any 'deposit' or 'depositor!. In psra-
\ graph (1) it is provided that the Fund shall continue to
belong to the Client. It is subsequently provided that
any shrinksge or loss which shall occur in the Fund is to
be borne by the Client. In paragraph (2) the Trust Company
is authorized:
1% 3% % to mingle the Fund with other like
funds and funds of its own in the seme currency,
to invest the Fund either separastely or mincled
with such other funds in its discretion in any
form of foreign exchange or in deposit in any
bank or otherwise as it nay deem best, znd at
the sole risk of the Client, and without being
liable for or to account for any shrinkage or
loss in the Fund, however occurring, not due to
its own gross negligence or bad faith, nor for
any consequences of its acts undertszken or done
in good faith.!
"There is no provision for partiel repayment of the
DI 45 he (€14 ent but ‘upon demand'of the U1ient the Trmsh
ANy is required to account for the amount of the Fund,
ther with net income and profit computed as provided in
| Soe 1nstrument, payment to be mede either on demand or on
I Y days' notice depending upon which provision is selected
y : Y the Client ut the time of executing the instrument.
"In paragraph (5) it is provided that the Trust Company
etain as its compensation all net income and profit in
8 of a stated maximum end in any event shall be entitled
mpensation, out of the principal of the Fund if necessary,
N € minimum rate of one half of one per cent per ennum of
th: amount of the Fund. It is also provided that payment of
& g amount found due the Client shall be made by delivery of
pongaft drawn by the Trust Company upon its foreign corres-
®at in the currency named in the certificate, except that
OndfliVery of such a draft becomes impossible the Trust
"PaNy may make payment by other mesns.
a1 "Unlike the certificate considered by the Board in its
the 0g on the previous inquiry, there is no assurance that
rust Company will use the Fund to establish a credit

wi . b
h 1 Zh & designated foreign correspondent for, as indicated in
. - Quo

tOge

18y ¢
SXces

0 co

tation above, the Trust Company is-given authority to
n the Fund es it may deen best. ;
the It is understood thet the Trust Company considers thet
1t8eirran€ement constitutes an agency reletionship betweep
f end 1ts customers. Counsel for the Trust Company in !

anegt
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"their letter of April 3, 1935 say:

'While the mechanics of the relation
necessarily are slightly different, we believe
that the theory of this account as now arrenged

\ is substantially identical with that of trust
funds, and that the amounts held in these foreign
accounts have the same status as trust invest-
ments, the net income on which is paid to the
beneficiary after deducting expenses and compen-
Sation to the trustee.!’

"The Board is of the opinion that on the basis of the
which have been presented to it the 'agency accounts'
in the Tndustrisl Trust Company do not constitute 'deposits!

Within the meaning of the provisions of section 19 of the
ederal Reserve Act which relate to reserve requirements or
the provisions of the section which relate to the payment of
interest on deposits. In notifying the Industrial Trust
ompany of the Board's position you are requested to advise
the Trust, Company that the Board reserves the right to issue
regulations requiring that the accounts, be treated as de-
POSits under section 19 if at any time in the Bosrd's judgment
this action becomes necessary in order to prevent the evasion
of the provisions of the section. You are also requested to
| €eD yourself advised of the manner in which these 'agency
?Ccountsv and other similar eccounts are handled by the
Ddustrial Trust Company or by any other member bank in your
.8trict and to bring to the attention of the Board any case
N which it appears that such accounts are being used as a
means of evading the requirements of the law."

facts

Approved unanimously.

Thereupon the meeting adjourned.
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