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tern was

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

held in Washington on Friday, March 6, 1936, at 11:00 a. m.

PRESENT: Mr. Eccles, Chairman
Mr. Broderick
Mr. Szymczak
Mr. McKee
Mr. Ransom
Mr. Morrison

Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman
Mr. Wyatt, General Counsel
Mr. Smead, Chief, Division of Bank

Operations

Chairman Eccles stated that Mr. Joseph Wayne, Jr., Class ttAtt

director of the Federal Reserve Bank of Philadelphia, had called him

on the telephone this morning and had advised that the board of direc-

tors of the Federal Reserve Bank of Cleveland had voted to elect Mr.

Fleming, President of the Federal Reserve Bank of Cleveland, as a mem-
ber of the Federal Open Market Committee representing the Federal Re-

serve Banks of Philadelphia and Cleveland; that, while the directors

of the Federal Reserve Bank of Philadelphia were favorable to the elec-
tion of Mr. Fleming, they would like to defer formal action on his

election until their regular meeting on March 18, 1936; and that they

desired to know whether Mr. Fleming would be qualified to attend the

meeting of the Federal Open Market Committee to be held following the

meeting of the presidents in Washington on March 16, if his election
were not formally acted upon by that date by the board of directors of
the Philadelphia bank.
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The matter was discussed, and the
Chairman was requested to advise Mr. Wayne
that it was felt that, in order that there
might be no question concerning the quali-
fication of Mr. Fleming as a member of the
Committee, it would be necessary that the
board of directors of the Philadelphia bank
take formal action and that a formal cer-
tificate of the election be forwarded prior
to the forthcoming meeting of the Federal
Open Market Committee.

There was presented a memorandum dated February 28, 19360 from

Mr. Vest, Assistant General Counsel, calling attention to the fact

that the recently adopted by-laws of the Federal Reserve Bank of Phila-

delphia contained provisions that "there shall be an executive commit-

tee consisting of the president or a vice president, the chairman of

the board, and three other directors", and that the president "shall

also be chairman of the executive committee". The memorandum stated

that the Chairman of the Federal Reserve Bank of Philadelphia, in

transmitting a copy of by-laws had advised that, in view of the statu-
tory responsibility now imposed on the president as chief executive

officer of the bank, the directors were of the opinion that it was even
more important that he should continue as a member of the executive

committee and as its presiding officer. The memorandum also expressed
the opinion that the Board of Governors of the Federal Reserve System
iB without authority, under the law, to compel or require a Federal re-
serve bank to adopt by-laws eliminating the governor or president from
the executive committee, and stated that the question whether the Board
desired to attempt some further means of persuading the bank to adopt
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such provisions in its by-laws in accordance with the suggestion con-

tained in the Board's letter of February 14, 1936, was a matter of

policy for the Board's determination, and that Counsel's office would
be glad to prepare any letters which the Board may wish to consider in

this connection.

Mr. Szymcznk moved that the Board defer
consideration of the matter, pending receipt
of the by-laws from all of the Federal re-
serve banks, and that Counsel be requested,
upon receipt of copies of the by-laws from
all of the banks, to prepare, for the consid-
eration of the Board, a memorandum setting
forth any differences between the by-laws as
adopted by the banks and the suggestions con-
tained in the Board's letter of February 14)
1956, and any other matters which it is felt
should be brought to the Board's attention.

Carried unanimously.

Reference was made to a memorandum addressed by Mr. Morrison to

Mr. Ransom under date of February 28, 1936, in which the opinion was ex-

pressed that the present maximum rate of 2 1/2% on time and savings de-

posits as prescribed in Regulation "Ce" is an unnecessary burden on the

banks, and that the rate should be lowered to 1 1/2% unless it is the

P°11cy of the Board to increase interest rates in the near future. Mr.
Ransom had requested that the suggestion be considered at a meeting of
the Board.

After a brief discussion, Mr. Szymczak
moved that Mr. Morrison's suggestion be re-
ferred to Mr. Ransom for recommendation to
the Board.

Carried unanimously.
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There was then presented a draft of a letter to the "Security

Bank and Trust Company of Owatonna", Owatonna, Minnesota, stating that

the Board approved the bank's application for membership in the Federal

Reserve System and for stock in the Federal Reserve Bank of Minneapolis,

subject to the conditions set forth in the letter which included a condi-

tion reading as follows:

119.
After one year from date of admission to membership,
such bank shall not, directly or indirectly, through
its officers or otherwise, engage in the business of
soliciting or writing insurance, even though it may
be authorized to do so under the provisions of its
charter or the laws of the State of Minnesota."

The draft of letter had been circulated among the members of the Board,

and Mr. McKee had requested that the letter be taken up at a meeting of

the Board for the purpose of considering the advisability of prescrib-

ing the condition of membership referred to. Mr. McKee stated that he

Was of the opinion that the policy of the Board should be one which

Would encourage State banks to become members of the Federal Reserve Sys-
tem, and that he saw no reason why the smaller member banks should be

Prohibited from conducting an insurance business as a desirable means of

revenue so long as it has no adverse effect upon the banks.

Mr. McKee then moved that condition No.
9 be eliminated from the proposed letter and
that the letter be dispatched in the amended
form.

During the ensuing discussion, it was pointed out that the Divi-

si°n of Examinations had advised that it was the intention of the divi-

si°11 ia the near future to submit to the Board for review the whole
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question of insurance departments of State banks in connection with

applications for membership, and that the division had recommended that
the proposed condition No. 9 be not prescribed. It was also stated

that the condition had been included in the draft of letter at the sug-

gestion of counsel, who had taken the position that if the Board should

approve the application of the Security Bank and Trust Company of Owa-

tonna without any restriction on the writing of insurance, such action

would involve a reversal of previous policy, and had suggested that,
in the circumstances, the proposed memorandum of the Division of Ex-

aminations be submitted in connection with the application of the Se-
curity Bank and Trust Company or that some restrictions be incorporated,
or a condition prescribed, in the letter to the bank pending final de-

termination of the general question.

117.

At the conclusion of the discussion,
Mr. McKee's motion was put by the chair and
carried, Mr. Ransom voting "no" and ?Ir.
Broderick not voting.

The letter as amended prescribed the
six standard conditions of membership con-
tained in Regulation H and the following
special conditions:

Such bank shall make adequate provision for deprecia-tion in its banking house and furniture and fixtures.
Within such reasonable period of time as the Boardof Governors of the Federal Reserve System shall atany time prescribe, Northwest Bancorporation, inne-apolis, Minnesota, shall obtain from the Board ofGovernors of the Federal Reserve System, pursuant tothe provisions of section 5144 of the Revised Statutes,a voting permit entitling it to vote for all purposesthe shares of stock then owned or controlled by it ofsuch bank and all its other subsidiary member banks.
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”9. Prior to admission to membership, such bank, if it
has not already done so, shall charge off or other-
wise eliminate estimated losses of 077.08 as shown
in the report of examination of such bank as of
January 131 1966, made by an examiner for the Fed-
eral Reserve Bank of Minneapolis."

In connection with the above matter,
the following letter to the Federal Re-
serve Agent at Minneapolis was also ap-
proved:

"The Board of Governors of the Federal Reserve System ap-
proves the application of the 'Security Bank and Trust Com-pany of Owatonna', Owatonna, Minnesota, for membership in the
Federal Reserve System, subject to the conditions prescribedin the inclosed letter which you are requested to forward tothe board of directors of the institution. Two copies ofsuch letter are also inclosed, one of which is for your filesand the other of which you are requested to forward to the
Commissioner of Banks for the State of linnesota for his in-
formation.

"Before accepting payment of, or issuing stock in the
Federal Reserve Bank to, Security Bank and Trust Company of
Owatonna, you should receive from Northwest Bancorporation,
Minneapolis, Minnesota, Exhibit Q (Board of Governors of the
Federal Reserve System Form P-6) duly executed in duplicate,naming Security Bank and Trust Company of Owatonna, Owatonna,
linnesota, as the bank with respect to which such agreementis executed, and an instrument in the form attached hereto
(Exhibit 1) duly executed in duplicate by Northwest Bancor-
poration. Upon receipt thereof, please forward to the Board
one copy of Exhibit Q and Exhibit 1 referred to above.

"In order that the Board's records may be complete, itwill be appreciated if you will forward to the Board a copyof the certificate issued by the State authorities to the bankto commence business, if such a certificate was required atthe time of its organization in 1895, and, in the light ofthe Board's letter of December 26, 1934, (X-9060) a copy ofthe form of capital debentures which the bank issued to the
Reconstruction Finance Corporation."

Mr. Broderick moved that a member
of the Board or a committee thereof be
designated to supervise a survey of the
operations and functions of the respec-
tive divisions of the Board's organiza-
tion in Washington and of the present
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personnel of the Board's staff and sal-
aries of employees and, upon completion
of the survey, to submit a report there-
on to the Board for consideration.

Carried unanimously.

In accordance with the above action,
Chairman Eccles appointed Mr. Broderick to
supervise the survey referred to.

Mr. Thurston referred to the request made of him at the meet-
ing of the Board on February 14, 1966, that he investigate and report
to the Board regarding the necessity for the continuance of the sub-

stantial expenal—tures being made by the Board for newspapers. He said
that upon looking into the matter he felt that all possible
had been effected and that expenditures for this purpose at

reduced rate of ;;.636 per annum are fully justified.

It was agreed unanimously that no
further action should be taken on the mat-
ter.

economies

the present

The meeting recessed and reconvened at 3:45 p. m. with the same
members of the Board and its staff being present as were in attendance
at the morning session.

There was presented a letter received from the Chairman of the
Federal Reserve Bank of Chicago under date of February 28, 1936, in
which was submitted a list of the officers of the bank as appointed by
the board of directors to take office on March 1, 1936, and of the
salaries fixed by the directors for such officers in the positions to
hich they were appointed. The list of salaries included recommenda-
tions for proposed increases in the salaries of five officers at the head
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office and two officers at the Detroit branch.

During a discussion of the letter Mr. Broderick read a memo-

randum prepared for him by Mr. Smead under date of March 4, 1936, re-

Viewing the consideration which had been given to changes in the salary

(C22,000) of Mr. C. R. McKay, formerly Deputy Governor and now Vice

President of the Federal Reserve Bank of Chicago, and to the termination

of his services, and called attention to the most recent proposal of the

bank that Mr. McKay be placed in charge of the Division of Research and

Statistics in place of Mr. H. G. Pett, whose salary is $7,000 per annum.

After a discussion, Mr. Broderick moved that:

1. With the exception of the salary of Mr. McKay, the
Board approve for the period from March 1 to Decem-
ber 31, 1966, inclusive, the salaries fixed by the
directors for the officers of the Chicago bank in
all cases where such salaries are at the same rates
as the salaries they were receiving as officers of
the bank on February 29, 1936.

2. Pending the completion of a survey and review of
the entire question of organization and salaries
at the Federal reserve banks, the Loard defer ac-
tion on the increases in salaries approved by the
directors for certain officers of the Chicago bank,
and that the Board approve, for the period from
March 1 to December 61, 1936, inclusive, the pay-
ment of salaries to such officers at the same rates
as the salaries being paid them as officers of
the bank on February 29, 1956, if fixed by the
directors at those rates.

3. In view of the situation disclosed by the memo-
randum referred to above, the Federal Reserve Bank
of Chicago be advised that the Board is unwilling
to approve the payment of salary to Mr. McKay for a
period beyond six months from March 1, 1956; that
in taking this action the Board had in mind that
Mr. McKay's services could be continued by the bank
during the period of six months or, at the election

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



3/6/36

Man

-9-

of the directors or of Mr. McKay, discontinued
at any time during that period, in which latter
event the Board would interpose no objection to
the payment of an amount equal to his selbry for
the remainder of the period to him in cash or to
the Retirement System for the purpose of supple-
menting the retirement allowance to which he is
entitled under that system.

4. The Board authorize the Chicago bank, should the
directors of the bank approve such action, to
pay to the Retirement System upon the termination
of Mr. McKay's services, such amount as may be
necessary, together with Mr. McKay's own contri-
butions, to provide for him an annual retirement
allowance in an amount equal to the allowance to
which he would be entitled if he were 65 years
of age on the date of such termination.

Mr. Morrison moved, as an amendment to Mr. Broder-
ick' s motion, that the Board advise the Federal Reserve
Bank of Chicago that it is unwilling to approve a salary
In excess of $30,000 per annum for Mr. Schaller as Presi-
dent, or in excess of 420,000 per annum for Mr. Preston
as First Vice President.

Mr. Morrison's motion was put by the chair
and lost, the members voting as follows:

Mr. McKee "aye"
Mr. Morrison "aye"
Chairman Eccles "no"
Mr. Broderick "no"
Mr. Szymczak tine
Mr. Ransom "no"

Mr. Broderick's motion was then put by the
chair and carried, the members voting as follows:

Chairman Eccles "aye"
Mr. Broderick "aye"
Mr. Szymczak "aye"
Mr. Ransom "aye"
Mr. McKee "no"
Mr. Morrison "no"

Consideration was then given to a letter received from the Chair-

of the Federal Reserve Bank of New York under date of February 28,
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1936, advising that the board of directors of the bank, at its meeting
on February 27, had appointed vice presidents and assistant vice presi-
dents of the bank for the period from March 1, 1956, to the first meet-
ing of the board of directors in January, 1937, and had fixed their

salaries at the rates stated in the letter for the period from March 1
to December 31, 1936, inclusive. The list of salaries contained in
the letter included recommendations for increases in salary for two
vice presidents and four assistant vice presidents of the bank.

Mr. Broderick moved that:

1. The Board approve, for the period from March
1 to December 31, 1936, inclusive, the salaries
fixed by the directors for the vice presidents
and assistant vice presidents of the New York
bank in all cases where such salaries are at
the same rates as the salaries they were re-
ceiving as officers of the bank on February 29,
1966.

2. Pending the completion of a survey and review
of the entire question of organization and sal-
aries at the Federal reserve banks, the Board
defer action on the increases in salaries re-
ferred to above, and that the Board approve
for the period from March 1 to December 31,
1936, inclusive, the payment of salaries to
such officers at the same rates as the sal-
aries being paid them as officers of the bankon February 29, 1966, if fixed by the directorsat those rates.

Mr. McKee moved as an amendment to Mr. Broder-ick's motion that the Board take the position that itle unwilling to approve salaries for Messrs. W. R.Burgess and L. R. Rounds as Vice Presidents of the Fed-eral Reserve Bank of New York in excess of it25,000 perannum, which is the salary now being received by Mr.Allan Sproul as First Vice President, and that theBoard is willing to approve the payment of salary atthe present rate to Mr. L. F. Sailer as Vice President
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only for a period of six months from March 1 under
the same arrangement as approved by the Board for
Mr. C. R. McKay, Vice President of the Federal Re-
serve Bank of Chicago.

Mr. Morrison moved, as a substitute for the
motions by Messrs. Broderick and McKee, that action
on the salaries fixed by the board of directors of
the Federal Reserve Bank of New York for vice presi-
dents and assistant vice presidents be deferred un-
til the meeting of the Board on March 10, 1956, and
that the Chairman be requested to discuss the matter
with Mr. Harrison, President of the Federal Reserve
Bank of New York, in the light of the discussion
at this meeting, and report to the Board at the
meeting on March 10.

Carried unanimously.

At this point Messrs. Thurston, Wyatt and Smead left the meet-

ing and consideration was then given to each of the matters hereinafter

referred to and the action stated with respect thereto was taken by the

Board:

Bond, in the amount of $100,000, executed *under date of March

5, 1936, by Mr. Edmund S. Burke, Jr. as Federal Reserve Agent at the

Federal Reserve Bank of Cleveland.

Approved unanimously.

Telegrams to Mr. Kimbell, Secretary of the Federal Reserve Bank

of New York, Mr. Strater, Secretary of the Federal Reserve Bank of
Cleveland, a...A „A Mr. Stevens, Chairman of the Federal Reserve Bank of

Chicago, stating that the Board approves the establishment without
Change by the New York bank on March 5, and by the Cleveland and Chicago
banks on March 6, 1956, of the rates of discount and purchase in their
exiSting 

schedules.

Approved unanimously.
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Memorandum dated March 3, 1936, from Mr. Bethea, Assistant

Secretary, stating that Mr. Kramer, Superintendent of Construction of
the Board's new building, required the services of an assistant in view
of the fact that the project was gaining momentum and that it would be

Physically impossible for Mr. Kramer personally to handle the many de-
tails which will require attention, and recommending that the Board

employ as Mr. Kramer's Chief Assistant Mr. Willard L. K. White, with
salary at the rate of $3,900 per annum, effective as of the date upon
which he enters upon the performance of his duties. Mr. Miller had
noted on the memorandum that he had looked into the proposed appoint-
ment and recommended that it be made.

Approved unanimously, with the under-
standing that Mr. White would be carried
on the payroll as a temporary employee in
connection with the construction of the
Board's building and that, therefore, it
would not be necessary for him to submit
to a physical examination or become a mem-
ber of the Retirement System of the Fed-
eral Reserve Banks.

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

Philadelphia, reading as follows:

"Reference is made to your letter of February 19 ad-vising the Board that at a meeting of the Board of Direc-tors of the bank on February 5, 1936 the by-laws of the13,Ilk were amended by eliminating Section 8 of Article III,Which provided for the office of Comptroller in charge of:91e audit department of the bank, and that ',Ir. Raymond M.'ioore, who for some time has been in charge of the GeneralLedger Bookkeeping Department, was appointed General Auditoras of March 1, 1966 at a salary of 5,000 per annum."The Board of Governors of the Federal Reserve Systemapproves the salary of $5,000 per annum for Mr. Moore asGeneral Auditor."

Approved unanimously.

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



Th•

3/6/36
-13-

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

serve Bank of Chicago, reading as follows:

"This refers to your letter of February 25, 1936, and
previous correspondence, regarding the Board's condition of
membership requiring the Peoples Bank, Bloomington, Illinois,to pledge securities with its trust department if trust fundsare deposited in its banking department or are otherwise usedin the conduct of its business. In your letter of January16, 1936, you suggested that, in view of the circumstances
Involved, the Board might waive compliance with this condi-
tion by the Peoples Bank.

"In the Board's letters of June 7, 1935, and August 10,
1935, with reference to the Springfield Marine Bank, Spring-
field, Illinois, you were advised that, for the reasons stated
therein, the Board did not feel that it was justified in
waiving compliance with a condition of membership of the kindunder discussion by State member banks in the State of Illi-nois subject thereto. The Board does not understand that the
situation in Illinois, as described in those letters, is dif-
ferent in any wise from that now existing and the Board,
therefore, is not disposed at this time to waive compliancewith this condition of membership in the case of the PeoplesBank, Bloomington, Illinois.

"However, in your letter of February 25, 1936, you ad-
vised that the Attorney General of the State of Illinois is
Preparing an opinion as to whether section 3 of the Trust
Company Act of that State, which was amended during the year1935 so as to authorize the pledge of collateral to securetrust funds in the manner required by the Board's condition,is applicable to State banks, and that in the event of this
question being decided in the affirmative, it will not be
necessary to submit the section as amended to a referendum voteat the general election in November, 1936. In the circum-
stances and in view of the difference of opinion between your
counel and counsel for the Peoples Bank as to its legal rightunder the provisions of its charter to pledge securitieswith its trust department, together with the other factors
described in your letter of January 16, 1936, the Board willdefer taking any action in the case of that bank, pendingthe rendition of the opinion of the Attorney General of theState of Illinois referred to above and the receipt of fur-ther advice from you and your counsel in the premises.

"It is assumed that Senate Bill No. 5:32, referred toin your letter of June 11, 1935, regarding the SpringfieldMarine Bank, which would have expressly authorized State
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ITmember banks to comply with a condition of membership ofthe kind in question, failed of enactment; but it will be
appreciated if you will advise the Board further on thispoint."

follows:

8.s

Approved unanimously.

Letter to Mr. P. S. MacDonald, Baltimore, Maryland, reading as

"Reference is made to your letter of February 26 ad-dressed to the Securities and Exchange Commission.
"We are enclosing, as requested, a copy of RegulationT as amended to February 1, 1936, and a copy of the supple-ment thereto that became effective on that date.
"In answer to your specific question, you are advisedthat since February 1, when the new margin requirementswent into effect, the 55 percent requirement applicable to

securities of a certain description applies to all securi-ties of this description that are now being carried in ac-counts, regardless of when such securities were purchased and
regardless of whether the account, under the Board's aegula-tion T, is an 'unrestricted' (fully margined) account or a
'restricted' (undermargined account)."

Approved unanimously.

Telegram to the Presidents of all Federal reserve banks, reading
follows:

"Question has been raised as to whether the first vicepresident of a Federal Reserve bank should use the word'first' as a part of his official title. In view of thefact that the Federal Reserve Act provides for a first vicepresident and as some of the Reserve banks have other vice
presidents, it seems desirable that the first vice presi-dent of each Federal Reserve bank use his full officialtitle, includinE the word 'first'."

Approved unanimously.
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Thereupon the meeting adjourned

---------

Assistant Secretary.
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