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

Was held in Washington on Friday, May 21, 1937, at 10:45 a. m.

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

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
Mr. Paulger, Chief of the Division of

Exarainations
Mr. Goldenweiser, Director of the Division

of Research and Statistics
Mr. Leonard, Assistant Chief of the

Division of Examinations
Mr. Blattner, Assistant Director of the

Division of Research and Statistics

Reference was made to a proof copy of an article on the subject

c)r G1*°1113 Banking in the United States which had been prepared in connec-
tion wi _

stn the bank suspension study being made by members of the Board's
tarf

tin- a which it was proposed to publish in the Federal Reserve Balle-
tiA. Mr.

McKee had expressed the opinion that the timing of the ap-
PeEtra,

-ce of the article in the Bulletin deserved careful consideration

111(1 that,
- therefore, it should be discussed at a meeting of the Board.

During a discussion, the suggestion Was made that the Board

"°11t a prograa of publishing from time to time in the Federal

ileBel*ve Bulletin factual articles written by members of the Board's

cleQ.ing with important problems relating to the Federal Reserve

Sell; that these articles might be published under the names of the
'bars

of the staff who prepared the articles; and that, while the
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Present was not an opportune time to publish the article on Group

Ranking in the United States, it might be published later as one of

the articles in such a program.

At the conclusion of the discussion,
Mr. Davis moved that the Division of Re-
search and Statistics be requested to pre-
pare, for submission at an early meeting
Of the Board, a draft of a statement which
could be published in the Federal Reserve
Bulletin as a preface or explanatory fore-
word of the articles which were subsequently
to appear and which would set forth the
general character of the program of publi-
cation.

Carried unanimously.

Consideration was given to a memorandum prepared by Mr. Paulger
in ac

c°rdance with the action taken at the meeting of the Board on

kPril 9) 1937, and addressed to Mr. McKee under date of April 17, 1937,
With respect

to the treatment of securities depreciation in reports of

e "inetion. The memorandum, after setting forth the policies of the

C° Ptrolier of
the Currency, Federal Deposit Insurance Corporation and

the 
pederal Reserve System in this connection, suggested a possible

to

bEksi
s for discussion.

regarding the treatment of depreciation in securities as a

At the suggestion of Mr. McKee, it
was agreed to defer consideration of this
subject until July 1, 1937.

Reference was made to the fact that on Monday, May 31, 1937,
he

ces of the Board would be closed in celebration of MemorialbEty 4,1,1
" was suggested that all employees who could be spared on
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Saturday, May 29, be excused from work on that date with the under-

ling that the absence will not be charged against annual leave.

Upon motion by Mr. McKee, the above
suggestion was approved unanimously.

At this point Messrs. Thurston, Wyatt, Paulger, Goldenweiser,

Leon
ard and Blattner left the meeting and consideration was then given

to ea„,
'" of the matters hereinafter referred to and the action stated

with respect thereto was taken by the Board:

The minutes of the meeting of the Board of Governors of the

,
'111- Reserve System held on May 19, 1937, were approved unanimously.

Telegrams to Messrs. Kimball, Clark, Young and Sargent, Secre-
tecrie,,

Of the Federal Reserve Banks of New York, Atlanta, Chicago and

Sall Francisco, respectively, stating that the Board approves the estab-

1111nlent without change by the New York and San Francisco banks on

MaY 2°' 1937, and by the Atlanta and Chicago banks today, of the rates

discount and purchase in their existing schedules.

era].

Approved unanimously.

Letter to Mr. Dillistin, Assistant Vice President of theFed-

Reserve Bank of New York, reading as follows:

or "In view of the information submitted with your letter
141Y 19, 1937, and in accordance with your recommendation,

t e Board extends until July 3, 1937, the time within which
tue admission of the 'Chester-Schroon-Horicon Bank', Chester-

New York, to membership in the Federal Reserve Sys-
may be accomplished. Please advise the bank accord-

Approved unanimously.

Letter dated May 20, 1937, to Mr. Fry, Vice President of the
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l'ederal Reserve Bank of Richmond, reading as follows:

"Reference is made to your letter of April 19, 1937,
advising that the Union Bridge Banking and Trust Company,
of Union Bridge, Maryland, is interested in membership in
the System, but that before pursuing the matter further it
wishes to know whether it would be required to dispose of
its investment in the stock of the Peoples Bank of Liberty-
t°wn, Maryland, which investment consists of 602 shares of
canaon stock representing a majority of the 1,000 shares
o
utstanding. According to the report of examination as of

:Truly 30, 1936, made by examiners for the Federal Deposit
Insurance Corporation, such stock was carried on the books
of the trust company at 0.4,280.

"As you have been informally advised by the Board's
Division of Examinations, the Maryland State Banking Depart-
11,16" is also interested in the question of membership for

Deputy 
Union Bridge Banking and Trust Company. Mr. Hospelhorn,

, Bank Commissioner, has stated that the State Banking
:,)e,partment would like to have the Union Bridge Banking and
'frust Company convert the Peoples Bank of Libertytown, which
is Only 9 miles distant, into a branch, but had refrained
ram making such a suggestion inasmuch as the trust company
would be ineligible for membership unless it increased its
caPital stock to $500,000, and the State authorities do not
w!nt to do anything which would interfere with the bank's
ellgibility for membership. According to the statements
Of condition as submitted by the banks, the combined de-
posits of the two banks amounted to $1,546,000 on April 2,

?37, and an increase in the bank's capital stock to $500,000,
therefore seems out of the question.
1,, "In your letter you refer to the fact that in April
33, the Bank of Glade Springs, Glade Springs, Virginia,

was admitted to membership subject to a condition which re-

Vlrad it to dispose of the stock which it owned in the
2!rmers Exchange Bank of Abingdon, Virginia, and that afteran extension of time, compliance with the condition was ef-
fected through sale of some of the stock and distribution ofSame as a dividend. The statement of general policy in con-n
,e_ etion with applications for membership set forth in the,
17ard's letter of September 11, 1933, X-7581, included a
"ision that an applicant for membership should divest

itselff, of all stocks through which the applicant may have
ClItrol over any other banking institution. This position
c" recently been reaffirmed in connection with the appli-
Tn011 of a bank which owned control of two other banks.

Lle Board approved the application subject to a condition
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"that within a year from the date of admission to membership
the bank either dispose of the stock owned in other banks
or convert such banks into branches. The State law permit-
ted the establishment of branches, and the bank had a suf-
ficient capital structure for the purpose.

"In the absence of particular reasons which would war-
rant a departure from such policy, the Board feels that a
Tsyimilar condition should be prescribed in the event the
union Bridge Banking and Trust Company makes application for
Membership. The Board would like to have an expression of
Your views as to whether circumstances are such as to justify
or require an exception to the general policy in this case.
It is felt that the possibility of the sale of the stock in
Psstion within a reasonable time at an equitable value should

°3 canvassed, and in the event the sale of the stock is de-
ermined to be impracticable, consideration should be given

1130 the question of whether the condition of the Union Bridge
nking and Trust Company is such as to justify distribu-
'10n of the stock as a dividend. It is assumed that you
will obtain the opinions of the State Banking Department
and the management of the bank as to these matters.

"The question of admission of the Union Bridge Bank-ing and Trust Company to membership while owning stock of
Libertytown bank is further complicated by reason of

;he fact that, according to a report of examination of the
aoPles Bank of Liberty-town as of October 26, 1936, the bank
T/Ins 246 shares out of the 1,600 shares outstanding of the
:0:1111m0n stock of the Union Bridge Banking and Trust Company,

result of which the trust company owns indirectly some
of its own stock.

"You will understand, of course, that this discussion
as to the eligibility of the Union Bridge Banking and Trust
etrPanY for membership in the System has been confined to

One question of stock ownership, and that no considera-
v4on has been given to any other factors."

Approved unanimously.

Letter to Mr. Swanson, Vice President of the Federal Reserve

19 "Receipt is acknowledged of your letter dated May 14,
st379 transmitting the request of the 'Farmers and Merchants
ate Bank of Sacred Heart', Sacred Heart, Minnesota, for

f! extension of time within which to effect its withdrawal
'°1"), membership in the Federal Reserve System, inasmuch as
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"the bank had not yet received advice that its application
to the Federal Deposit Insurance Corporation for continua-
ti°11 of insurance as a nonmember bank had been approved.

"In your letter you state that the period of time with-
in which the bank is authorized to withdraw from membership
Will expire on June 10, 1937, which is four months from the
IPPlication of the bank for waiver of the six months' notice
of intention to withdraw. The four months' period author-
ized in the Board's letter of February 19, 1937, X-9822,
h°wever, dates from the waiver by the Board of the six months'
notice of intention to withdraw, rather than from the date
of the application of the member bank for waiver of such
n°tice. Accordingly, the time within which the Farmers and
erchants State Bank of Sacred Heart may effect its with-

°Irawal from membership under the authorization previously
granted expires June 24, 1937, rather than June 10, 1937.

'Upon receipt of your letter, inquiry was made of the
Federal Deposit Insurance Corporation as to the status of

bank's application for insurance as a nonmember bank.
tnformal advice was received that the application had not
:)een presented to the directors of the corporation as yet
'inasitrauch as there had been some delay in completing the

but that it was anticipated that the application would
be' 

submitted within a short time.
"In view of the circumstances, it would not appear

neer.,
r-sarY to grant an extension at this time, and it is sag-
"ed that, if the withdrawal from membership is not ef-

_!cted by June 10, 1937, two weeks prior to the expiration
4)1. the four months' Period, you submit the matter to the

rard at that time, when the application will be considered
n the light of the circumstances as they then exist."

Approved unanimously.

Letter to Mr. Parker, First Vice President of the Federal Re-
%-ire

16ank of Atlanta, reading as follows:

, "This refers to your letter of May 8, 1937, in which
;oil inquire whether there is any objection to furnishing
0:Ports of apparent violations of the criminal provisions

the banking laws of the United States to local offices
the Federal Bureau of Investigation at the same time
r'uch eports are made to local United States Attorneys.
'As indicated in the Board's letter of January 22,1936 
and its inclosure (X-9459 and X-9459a), the Boardhas 1,

'4-au an exchange of correspondence with the Department
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"of Justice with regard to the procedure to be followed in
the matter of reporting apparent violations of the Bank
Robbery Statute and other criminal banking statutes. In
this connection, the following is quoted from the letter
from Assistant Attorney General Keenan dated December 10,
1935, (X-9459a):

'Offenses other than Robberies. 

'As indicated in the Department's letter of
August 16, last, its chief purpose was to insure
promptness in reporting violations, so that there
would be no danger of a prosecution failing because
of the running of the statute of limitations or be-
cause it became too stale before proceedings were
begun. At the same time the Department desires that
the end be attained with the least possible increase
of work on the part of your office and the examiners
and agents.

'The Department apprehends that those ends may
be achieved best by the method which will involve
tne fewest exceptions to your established customs.
Probably it will be adequate for present purposes if
the mind of each state member bank is sufficiently
impressed with the importance of an immediate report
of criminal irregularities to the Federal Reserve
Agent for the proper district, who will then make
Prompt report to you and to the local United States
Attorney, with sufficient copies to you for trans-
mission to this Department as heretofore.

'In Cases of Bank Robberies.

'In such cases, as pointed out in Department
letter of September 21, 1935, it is of chief im-
portance that the bank should immediately, after
n°tifYing local authorities, notify also the local
field office of the Federal Bureau of Investigation.
The Department conceives that less confusion is
likely to result if thereafter the bank makes im-
mediate written report to the Federal Reserve Agent,
with subsequent steps as indicated above in the
case of other offenses. The additional service
required by such method would be the report by the
bank to the Bureau office. If there should be a dupli-
cation of reports in a given case by this method,
that would not be a serious matter.'

"The Board desires to cooperate as fully as practicable
with the Department of Justice in the matter of reporting
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aPParent violations of the criminal provisions of the bank-
laws of the United States. However, it will be noted that

the Department of justice did not consider it necessary that
reports of apparent violations of such laws, other than bank
robberies, need be made to the Federal Bureau of Investiga-
tion and the Board knows of no reason why the procedure in
tais respect should be changed at this time."

Approved unanimously.

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

New York, reading as follows:

"Reference is made to your letter of May 14 requesting
authority for the Federal Reserve Bank of New York to con-
!Ilbute approximately 0.,027 to the Retirement System for

he Purpose of increasing to 000 per annum the retirementallowance of Vincenty Sniurkowski, an employee of your bank,
who is to be retired on account of disability on June 1,
slIch payment being about :,:400 in exce'ss of the maximum
.8,Jmount that could be contributed under the Board's letter

of December 27, 1935, as amended by its letter
4.-9707 of September 28, 1936.

"In view of the circumstances set forth in your letterthe 
Board will interpose no objection to the payment of

!PProxtmately 41,027 to the Retirement System for the pur-
se of supplementing Mr. Sniurkowski's retirement allow-

Approved unanimously.

Letter to Honorable Charles E. Merriam, Acting Chairman, Ad-

-Y Committee, National Resources Committee, lashington, D. C., pre-

f1 the signature of Chairman Eccles, and reading as follows:

"I have your letter of May 12th asking whether it iseg 
reeeble to have Mr. Lauchlin Currie made a permanent

114ner of your Industrial Committee, the members of which/1
11'04! serving with the consent of their superiors although

rePresenting the Departments.
to "I have taken this matter up with the members of the
to 

"vise 
of Governors of the Federal Reserve System and wish

me "vise you that it is agreeable to them, as it is to
' to have Mr. Currie made a permanent member of the In-
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dust Committee in accordance with your letter."

Approved unanimously.

kip-toved:

Thereupon the meeting adjourned.

Chai
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