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A meeting of the Board of Governors of the Federal Reserve

SYstem was held in Washington on Tuesday, December 8, 1936, at 11:00

a.m.

err e d

Board:

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

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

Consideration was given to each of the matters hereinafter re-

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

Telegram to Mr. Broaddus, Vice President of the Federal Reserve

14/14c of Richmond, stating that the Board approves the establishment

without 
change by the bank today of the rates of discount and purchase

it its existing schedule.

Approved unanimously.

Letter to Mr. Sailer, Vice President of the Federal Reserve Bank

Of Wr
"ew York, reading as follows:

"This refers to your letter of November 13, 1936, sug-

gesting that the authority of Mr. Alfred J. Hudson to act
for the Federal Reserve Agent in connection with the issu-
ance and retirement of Federal Reserve notes be terminated,

in view of the administrative complications which would a-

rise if he were placed on the payroll of the Federal Reserve

Agents' department and of the improbability of it ever be-

coming necessary for him to act in this capacity. It is

noted that Mr. Stryker has concurred in your suggestion and

You request that the bond covering Mr. Hudson in such capa-
city be canceled.

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



2191

12/8/36
-2-

"In the circumstances, the Board authorizes Mr. Stryker
t,o terminate the services of Mr. Hudson to act in the above
oescribed capacity, and it will be appreciated if you will
advise as to the date upon which such services are terminated,
following which an appropriate letter will be written to the
bonding company involved releasing it from liability on the
bond which he has executed in this capacity.

"As requested in the Board's letter of November 6, 1936,
to Mr. Dillistin, please advise also whether any duties here-
tofore performed by the former Note Issues Department of your
bank in connection with the issuance and retirement of Fed-
eral Reserve notes and with the holding of the collateral
Pledged therefor, which Mr. Stryker-may now be handling, were
assigned to him in his capacity as Assistant Federal Reserve
Agent."

Approved unanimously.

Letter to Mr. J. Frank Russell, President, The Hartley National

Ba4k, Bedford, Pennsylvania, reading as follows:

"Receipt is acknowledged of your letter of November 20
in which you express the hope that the Board will give ser-
icus consideration to lowering from to 2 percent the max-
imum rate which member banks may pay on savings and time de-

posits.
"The Board does not have under consideration at this

time the question of changing the maximum rate of interest
which member banks may pay on savings and time deposits un-
der the provisions of Regulation Q. However, the Board has
read your letter with full appreciation of the difficulties

Pointed out therein, and will bear them in mind if and when
consideration is given to the matter."

Approved unanimously.

Letter to Mr. H. Dick, Houston, Texas, reading as follows:

"This is in reply to your letter of November 18, ad-

dressed to the Securities and Exchange Commission, in which

You inquire as to the basis on which a broker must compute
the 55 percent margin required by Regulation T.

"In the case which you present, a customer buys,
thr ough a broker subject to Regulation T, registered securi-
ties costing 4317 plus a commission of 5. Under the pres-
ent supplement to Regulation T the maximum loan value of
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"these securities is 45 percent of $517, so that the broker
must require the customer to provide an amount of margin e-
qual to at least 55 percent of $317. Under the provisions
Of section 8(b) of Regulation T, the broker is permitted to
debit his $5 commission to the account, making the total
debit $522, but he need not require of the customer an amount
of margin greater than 55 percent of 017.

"It should be noted, however, that the requirements of
Regulation T are minimum margin requirements, and that the
question whether the broker will require a higher margin is
left entirely to the discretion of the broker. If the broker
Should choose to require the deposit of a larger amount of
margin, this amount would be credited to the customer's ac-
count, so that it would not have the effect of increasing
the broker's commission."

Approved unanimously.

Letter to Mr. Bernard J. Borneman, Clifton, New Jersey, reading

as follows:

. "This refers to your letter of November 25, 1956, in
Which you raise a question as to the correct interpretation
Of the sixth paragraph of section 19 of the Federal Reserve
Act with regard to changes in reserve requirements of mem-
ber banks.
. "As you doubtless know, the Board of Governors, by

action which became effective as to each member bank after
the close of business August 15, 1936, increased by 50 per
cent the percentages of time deposits and net demand de-
Posits which each member bank is required to maintain on
deposit with the Federal Reserve bank of its district; and
copies of the Board's Regulation D and of the Supplement
thereto are inclosed herewith for your information. How-
ever, the Board of Governors has not had occasion to ex-
Press an opinion on the specific question which you have
asked. It is the practice of the Board not to undertake
to express opinions as to the interpretation of provisions
of law except as questions arise in actual cases and their
determination is necessary in the administration of the law;
and, accordingly, we are not in a position at this time to
advise you definitely with respect to the question which you
have raised. If and when a question of this kind should be-
come material in the operation of any member bank of the
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"Federal Reserve System, such bank should communicate
Promptly with the Federal Reserve bank of its district
and request consideration of the matter.

Approved unanimously.

Letter to Mr. Strater, Secretary of the Federal Reserve Bank of

Cleveland, reading as follows:

"This refers to your letter of November 30, 1936, in-

closing six copies each of the by-laws of the Cincinnati
and Pittsburgh Branches of the Federal Reserve Bank of

Cleveland in the form approved by the board of directors
of the Federal Reserve Bank of Cleveland and adopted by
the boards of directors of the Cincinnati and Pittsburgh

Branches, respectively.
. "In its letter dated September 17, 1936, the Board ad-
vised you that, subject to certain understandings stated in
such letter, it was prepared to approve by-laws of the Cin-

cinnati Branch and of the Pittsburgh Branch of the Federal

Reserve Bank of Cleveland substantially in the form in-

Closed with your letter of September 5, 1936. The by-laws

inclosed with your letter of November 30, 1936, are substan-

tially in the form of those inclosed with your letter of
September 5, 1936, and, accordingly, subject to the under-

Standings stated in its letter of September 17, 1936, the

Board approves the by-laws of the Cincinnati and Pittsburgh

Branches of the Federal Reserve Bank of Cleveland in the

form inclosed with your letter of November 30, 1936.

Approved unanimously.

Thereupon the meeting adjourned.

OAAART

Secretary.

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




