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

tern Was held in Washington on Tuesday, June 231 1936, at 11:00 a. m.

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

Mr. Morrill, Secretary
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

There was presented a draft of a letter to President Fleming

Of the Federal Reserve Bank of Cleveland, replying to a letter received

under date of April 3, 1936, from Mr. Strater, Secretary of the bank,

in which he transmitted a recommendation of the board of directors that

the Board's rules and regulations regarding the appointment of directors

Of branches of Federal reserve banks be amended so as to remove the

active manager from the directorate of the branch and to reduce the

411rnber of directors from seven to five. The draft of reply had been

circulated among the members of the Board and Mr. McKee had raised a

qiisstion regarding the last sentence of the letter, which stated that

the Board was not convinced that the active manager of the branch

sh°111(1 be removed from the branch board of directors. During the dis-

cussion of the proposed letter the opinion was expressed that a change

it the Board's rules and regulations above referred to should not be

lads unless there were satisfactory reasons therefor, and that it was

415t desirable that the regulations be changed at this time so as to
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eliminate the managing director from the membership of the branch board

Of directors.

At the conclusion of the discus-

sion, the letter was amended to read

as follows, and was approved by unani-

mous vote for immediate transmission

to President Fleming:

"This refers to Mr. Strater's letter of April 3, 1936,

transmitting for the Board's consideration a recommendation

of your board of directors that the Board's rules and regu-

lations regarding the appointment of directors of branches

of Federal Reserve banks be amended so as to remove the ac-

tive manager from the directorate and to reduce the number
Of directors from 7 to 5.

"In order to get the views of the presidents of all Fed-

eral Reserve banks on these questions the Board asked that

they be considered at the Presidents' Conference held in

Washington on Tuesday, May 26, 1936. After considering these

questions the Conference voted 'to recommend to the Board

of Governors that the number of directors at the branches,

whether five or seven, and the inclusion of or exclusion

from the Board of the manzger of the branches be left to

the discretion of each individual Federal Reserve bank'.

"After considering this matter the Board is ready to ap-

prove amendments to the by-laws of the branches of your bank,

if recommended by your board of directors, providing for a

reduction in the number of branch directors from 7 to 5.

However, the Board does not believe it would be desirable at

this time to amend its regulations with respect to appoint-

ment of directors of branches to eliminate the managing direc-

tor from the branch board."

Reference was then made to the minutes of the meeting of the

80ard held on June 2, 1976, which had been circulated among the members

Of the Board with the suggestion that there be included in the policy

record required to be kept under the provisions of section 10 of the

Federal Reserve Act, an extract from the entry in that set of minutes

with respect to the action of the Board in advising the Federal Reserve

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



1218

6/23/36 -3-

Batk of New York that the Board had reaffirmed the position taken in

1934 that it would not be desirable under existing conditions to extend

membership in the Federal Reserve System to include banks in Puerto

111°0. Mr. Broderick had attached a memorandum to the minutes express-

doubt that the matter was of sufficient importance to warrant in,

°1-usion in the policy record.

After a discussion, during which the
suggestion was made that it might become
necessary for the Board to give further
consideration to the matter before the end
of the year, it was agreed, by unanimous
vote, to defer until the end of the year
a decision whether the action involved a
question of policy which should be placed
in the policy record.

Mr. Smead, Chief of the Division of Bank Operations, joined the

meeting at this point.

Chairman Eccles reviewed briefly the consideration which had

been given by the executive committee of the Federal Open Market Commit-

tee, in accordance with the authority granted by the Federal Open Market

Cftmittee at its meeting on May 25, 1956, to the question of adjustments

it the allotments to each Federal reserve bank of Government securities

held in the System Open Market Account. He stated that certain diffi-

culties had been encountered in connection with the application of the

f°rmula agreed upon by the Federal Open Market Committee for the allot-

Ment of participations in the account, that with the approval of the mem-

bers of the Federal Open Market Committee it had been decided to defer

the adjustments in participations until June 30, 1936, and that a meet-
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ing of the executive committee had been called to convene in Washington

tomorrow morning for the purpose of considering a suggested plan for ad-

inetment in the allotments to the respective Federal reserve banks in

amounts which would produce the desired equalization of earnings for

the last half of the year, rather than adjustments which would equalize

earnings for the entire year as previously proposed. He added that the

IleN plan would require smaller changes in the present holdings of the

respective banks and would meet the objections rnised by certain of the

banks to the formula based on the equalization of earnings for the en-

tire year. He also said that the recommendation of the executive com-

Oi mitt ee of the Federal Open Market Committee would be communicated promptly

to the other members of the Federal Open Market Committee for their con-

eiderttion and, if necessary, a meeting of the full Committee would be

called.

Chairman Eccles stated that it had been agreed by the Board at

the meeting on May 1, that consideration should be given shortly after

July 1 to the question of increasing reserve requirements of member

banks and he recommended that this matter be deferred until after July

4 when Mr. Ransom will have returned to Washington and Mr. Chester C.

tarts, the new member of the Board, undoubtedly will have assumed of-

Chairman Eccles, recommendation was
approved unanimously.

Mr. McKee recommended that, effective July 1, 1936, the salary

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



6/23/36 -5-

of Mr. A. C. Walters, Secretary to Mr. McKee, be increased to the rate

of 1,5,000 per annum.

Approved unanimously.

Chairman Eccles stated that Mr. Wyatt had suggested that a con-

ference of counsel of the Federal reserve banks be called in the near

future to consider certain legal matters of interest to the Federal Re-

serve System, and particularly the legal questions presented by the pend-

ing case of Fletcher-Americen National Bank vs. Federal Reserve Bank

of Chicago. There followed a discussion of Mr. Wyatt's suggestion dur-

ing which the opinion was reiterated that it was highly desirable that

the regular counsel for each Federal reserve bank should devote his ser-

Irices exclusively to the bank and therefore he should be a full time

salaried employee.

At the conclusion of the discussion,
Mr. Wyatt was authorized to call a confer-
ence of counsel to meet in Washington on
a date to be fixed by him.

The minutes of the meeting of the Board of Governors of the Fed-

eral Reserve System held on June PP, 1936, were approved unanimously.

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

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:

Letter to the "East Pittsburgh Savings & Trust Company", Fast

Pittsburgh, Pennsylvania, reading as follows:
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"The Board of Governors of the Federal Reserve System

has given consideration to your application for permission

to exercise fiduciary powers, and grants you authority, effec-

tive if and when the East Pittsburgh Savings Trust Company,

Fast Pittsburgh, Pennsylvania is converted into a national

banking association and is authorized by the Comptroller of

the Currency to commence business as First National Bank (2-

Trust Company of East Pittsburgh, to act, when not in con-

travention of State or local law, as trustee, executor, ad-

ministrator, registrar of stocks and bonds, guardian of

estates, assignee, receiver, and committee of estates of luna-

tics, the exercise of all such rights to be subject to the

provisions of the Federal Reserve Act and the regulations of

the Board of Governors of the Federal Reserve System.

"After the conversion of the Fast Pittsburgh Savings

& Trust Company into the First National Bank :21 Trust Company

of East Pittsburgh becomes effective and the Comptroller of

the Currency authorizes the national bank to commence busi-

ness, you are requested to have the board of directors of

the national bank adopt a resolution ratifying your application

for permission to exercise trust powers, and a certified copy

of the resolution so adopted should be forwarded as soon as

possible to the Federal Reserve Agent at the Federal Reserve

Bank of Cleveland, who will forward it to the Board of Gover-

nors of the Federal Reserve System for its records. When

a copy of such resolution has been received by the Board, a

formal certificate covering your authority to exercise trust

powers will be sent to you."

Approved unanimously, together with

a letter to Mr. O'Connor, Comptroller of

the Currency, reading as follows:

"There is inclosed a copy of a letter to the 'East Pitts-

burgh Savings & Trust Company', East Pittsburgh, Pennsylvania,

advising of approval by the Board of Governors of the Federal

Reserve System of the bank's application for permission to

exercise fiduciary powers, effective if and when the applicant

bank is converted into a national banking association and is

authorized by the Comptroller of the Currency to commence

business. It will be appreciated if you will advise the

Board when a charter has been granted to the national bank.

"The Board has acted upon such application with the under-

standing that, when the conversion is effected, the national

banking association will have, as indicated by information sub-

mitted by your office, unimpaired capital and surplus at least
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"equal to the minimum amount of capital and surplus required
by State law for the organization of a State bank, trust com-
pany, or other corporation coming into competition with national
banking associations and exercising fiduciary powers at the
same place."

In connection with the above there
was also approved unanimously a letter to
Mr. Fletcher, Assistant Federal Reserve
Agent at the Federal Reserve Bank of Cleve-
land, reading as follows:

"There is inclosed a copy of a letter to the 'Fast Pitts-
burgh Savings 8.! Trust Company', Fast Pittsburgh, Pennsylvania,
advising of approval by the Board of Governors of the Federal
Reserve System of the bank's application for permission to
exercise fiduciary powers, effective if and when the applicant
bank is converted into a national banking association and is
authorized by the Comptroller of the Currency to commence
business.

"The bank's application as submitted through your of-
fice and approved by the Board did not include the ninth or
so-called general power. This omission may have been due to
an oversight on the part of the bank in preparing the applica-
tion, but it was not thought advisable to raise the question
before acting on the case as doing so might have resulted in
delaying consummation of the conversion. Should the bank sub-
sequently desire to obtain the ninth power it may, of course,
file a supplemental application in the usual manner."

Telegram to the Federal reserve agents at all Federal reserve

b
a-n-sy reading as follows:

"In submitting its personnel classification plan to the
Board one Federal Reserve bank raised the question whether,
after transfer of nonstatutory duties of Federal Reserve
agent to bank, Assistant Federal Reserve agent should be re-
garded as an officer. Assistant Federal Reserve agents ap-
pointed after transfer of nonstatutory duties of agent to
bank should be careful and conscientious persons of unques-
tioned integrity competent to handle all work in connection
With the issuance and retirement of Federal Reserve notes.
They need not be persons competent to handle other statutory
duties placed upon Chairmen and Federal Reserve agent and
Will not be considered by Board as officers. Therefore,
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"provision should be made for position of Assistant Federal
Reserve agent in personnel classification plan. When an As-
sistant Federal Reserve agent is not engaged in work connected
with the issuance and retirement of Federal Reserve notes it
is assumed that, with the authorization of the Federal Re-
serve agent and the approval of the President, he will per-
form other work in the bank which is not inconsistent with
his duties as Assistant Federal Reserve agent."

Approved unanimously.

Letter to Mr. Strater, Secretary of the Conference of Presidents,

l'eading as follows:

"Reference is made to your letter of June Z inclosing a
copy of a letter received from Mr. 0. M. Attebery, First
Vice President of the Federal Reserve Bank of St. Louis. You
request advice as to whether the action of the Governors' Con-
ference of October 23, 1935, on the recommendation in regard
to shipments of currency and coin to nonmember banks within
the Federal Reserve district and to adjacent points beyond dis-
trict limits, meets with the approval of the Board of Governors
of the Federal Reserve System.

"The resolutions in regard to the shipment of currency and
coin to nonmember banks adopted by the Governors' Conference
Of October 23, 1935, as quoted below, have been noted by the
Board with approval.

"VOTED that this is a reasonable service to extend
to nonmember banks within the district, provided the
shipment is ordered by a member bank from its Federal
Reserve bank; and, provided, further, that the shipping
charges are reimbursed to the Federal Reserve bank.

"VOTED that there is no objection to performing
the same service, upon the same basis, for nonmember
banks in adjoining districts at the request of a mem-
ber bank to its Federal Reserve bank, provided the
nonmember bank is located in a city or town adjacent
to the district boundary; and, nrovided, that such a
service may be performed more expeditiously and conven-
iently than would be the case if it were initiated by

member bank in the adjoining district.'"

Approved unanimously.

Letter to Mr. Sinclair, President of the Federal Reserve Bank of

-Ladelphia, reading as follows:
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"Reference is made to your letter of May 19, 1936, and

inclosures, addressed to Mr. Broderick, submitting a sug-
gested amendment to Regulation L dealing with interlocking
bank directorates under the Clayton Act.

"The amendment would permit interlocking directorates

between national banks and trust companies located in the

same city provided the trust business of the national bank
and the commercial business of the trust company were respec-

tively less than certain specified proportions of their total

assets, and provided the total resources of both the insti-

tutions constituted not more than two-fifths of the total

resources of all incorporated banking institutions located
in the same city.

"On the basis of the information now before it, the

Board is not inclined to look with favor upon the proposed

amendment; but, in view of your statement that it would be
quite helpful to have the matter reviewed by the Board and
to permit those interested in the question to present their views
to the Board in person, the Board will be glad to grant them an oppor-
tunity to be heard if they so desire. Therefore, it will
be appreciated if you will advise the Board definitely whether

those interested desire to be heard, in order that the date
and other details may be arranged."

Approved unanimously.

Thereupon the meeting adjourned.

APproved:

r)e,VCols.L. 
Stcretary.
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