1104

A-meeting of the Board of Governors of the Federal Reserve Sys-
m wag
held in Washington on Thursday, August 5, 1937, at 11:30 a. m.
PRESENT: Mr. Fccles, Chairman
Mr. Szymczak

Mr. McKee
Mr. Davis

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
C°n81deration was given to each of the matters hereinefter referred
0
anqg ¢
he action stated with respect thereto was taken by the Board:
. 'The Minutes of the meeting of the Board of Governors of the Fed-
RGSQ
TVe System held on August 4, 1937, were approved unanimously.
T
®legrams to Mr. Walden, First Vice President of the Federal
e
Bank of Richmond, and Messrs. McAdams and Sargent, Secretaries of
Fede
by
al Reserve Benks of Kensas City and San Francisco, respectively,
&t n
g€t
boy het the Board approves the establishment without change by the
§ toag
i Y of the rates of discount and purchase in their existing
ched“les
Approved unanimously.

M
b MOTendum dated August 5, 1937, from Mr. Morrill recommending

Doy
Dtment of Mr, Umberto F. Salvetti as a porter in the Board's

Ilew
b‘lil ding ’

With selary at the rate of $1,080 per ennum, effective as

8o
0 g4
8 hy
§ services may be required and subject to his passing satis-

¢
oy
1 ¥ the y
Sual physicsl exsmination.
Approved unanimously.

M
gy ®orendum dated August 4, 1937, from Mr. Smead, Chief of the
Sloy

0
b T Bank Operations, recommending the appointment on a temporary
Qsis .

oy
& periogd of three months effective as of August 10, 1937, of
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* Thomas p, Cribbins as a statistical clerk in the Division, with
Wlary g the rate of $135 per month.
Approved unanimously.
Memorandum dated August 5, 1937, from Mr. Morrill recommending
" ‘Tanster, erroctive immedietely, of Lafayette Washington, Rutledge
b &nd Williem E. Pinn, messengers, to duty as porters and laborers
T the building manager at the Board's new building, with no change in
i Present, salaries of Washington and Wheeler and with salsry at the
A ¥ »080 per annum for Pinn effective as of August 15, 1937. The
merandum 8lso recommended the appointment of Jemes H, Newton and Jerry
williams 88 porters and laborers in the new building, each with sal-
)
m:y &% the Tate of $1,080 per annum, effective as soon as their services
® Tequiyeq after having passed satisfactorily the usual physical
xmﬂination
Approved unanimously.
K There Was submitted a recommendation from Messrs. Spurney and
i ag that tpq following persons, who had been selected in accordance
B, e ®thority granted by the Board on July 12, 1937, and who had

8gq sa
th tisf’5‘%01‘37 physical examinations, be appointed as charwomen in

rqe
§ new building, each with salary at the rate of 50¢ per hour,

&frec
Uy e Of the dates shown:

8,
Y, i:gg} Johnson August 5 Mrs. Josephine Paradise August 5
ﬁx‘ﬂ. Mﬁdale L. Spicer i/ " Mrs. Frances I. Miller " p
Ml‘s Clg ®na Bertolini Ly "  Mrs. Mary M. Diegelman i P
Y8, Sapgy JO0ke " & Mrs. Lulu Mae Griffin e
ﬁiﬁ. Alegh F. Corbin " " Mrs. Bunice Lamm o 6
8 Ritae Carroll 4 "  Mrs. Mabel L. Jones 4
cker " "  Mrs. Margaret L. Sargent 7
"

Mrs. Lillian Schroeder by

Approved unanimously.
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Letter to the board of directors of the "Citizens State Bank™,

Columbia City, Indiana, stating that, subject to the conditions of mem-

*rehip Mumbered 1 to 6 contained in the Board's Regulation H and the
¢
; 1owing SPecial conditions, the Board approves the bank's application

0
5 menbership in the Federal Reserve System and for the appropriate
m -
fisel Stock in the Federal Reserve Bank of Chicago:
iy Such bank shall make adequate provision for depre-
¢lation in its banking house and furniture and fix-
res,
B Within one year from the date of admission to member-
Ship, such bank shall increase the aggregate of its
8pital and surplus by not less than $50,000.
]
g. Prior to admission to membership, such bank, if it
88 not already done so, shall charge off or other-
"se eliminate estimated losses of $1,724.65, as
Shown in the report of examination of such bank as
°f April 12, 1937, made by an examiner for the Fed-
°ral Reserve Bank of Chicago."

Approved unanimously, together with
8 letter to Mr. Schaller, President of the

Federal Reserve Bank of Chicago, reading

as follows:
"The Board of Governors of the Federal Reserve System ap-
gﬁv“ he application of the 'Citizens State Bank', Columbia
Suby’ Indian&, for membership in the Federal Reserve System,
Whi.iect %0 the conditions prescribed in the inclosed letter
of i) Yyou are requested to forward to the board of directors
el i institution. Two copies of such letter are also 1n1- 4
Yoosed' One of which is for your files and the other of whic
Fiu Te requested to forward to the Director, Department of
Ina::f,mial Institutions of the State of Indiana for his infor-
n.

itg "It hag been noted that in the event the bank ccmpi.etes
thatme‘“bership, its attention will be called to the fac !

of Savings deposits which do not conform to the provisions

e Boarg! g Regulation Q should be carried in some other

time ;! 204 & request will be made that within a reasonable

e the oans which are in excess of the limits prescribed
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"
Y7 Binte laws be reduced to within sach Timite.
Drohiglt is understood that the laws of the State of Indiana
Ytins it the bank from pledging its assets as security for
brings funds deposited in its banking department and that
liquidf\lnds 80 deposited are preferred claims in event of
Tumbe ation of the bank. Standard condition of membership
pronred 6, however, has been prescribed in order that its
sary Slons may be invoked at any time in the future if neces-
With‘thYou are, of course, authorized to waive compliance
the e € condition until further notice in accordance with
Wity neral authorization previously granted by the Board
Which you are femiliar."

Letter to My, Fletcher, Vice President of the Federal Reserve

of
cleVeland, reading as follows:

ang I;?eceipt is acknowledged of your letters of July 27

P80p1 Yy 29, 1937, with regard to the proposal of the
°8-Pittsburgh Trust Company, Pittsburgh, Pennsylvania,

TI'us:ke Over 51 shares of stock of the Dormont Savings and

C. Roby Pany, Pittsburgh, Pennsylvania, from the 'Alexander
"I:SOn and Louis H. Gethoefer trust'.

Compay, is understood that the Peoples-Pittsburgh Trust
Cept rg is the sole beneficiary of the trust, and thet, ex-
Sharr & few odds and ends of securities, including the
the tmes of stock of the Dormont Savings and Trust Company,
that thSt has been fully liquidated. It is understood also

sh&rea efPQOPIGS-Pittsburgh Trust Company now owns 1,553

the p, Ol the total issue of 2,500 shares of the stock of
the slmmnt Savings and Trust Company, that the transfer of
be § tgh&res to the Peoples-Pittsburgh Trust Company will
0t 1 ® nature of a liquidating dividend, and that it will
oy Othenecess&ry for the member bank to use any of its funds
the bas;‘ assets in order to acquire such 51 shares. Upon
the Tirg 8 of this understanding, it does not appear that

237 of Ec’Osed transaction will be in violation of section
Vigeq Sthe Federal Reserve Act or section 5136 of the Re-
the Pao 8tutes or of any condition of membership to which
thel‘ef ples-Pittsburgh Trust Company is subject. The Board,

’“tion?ie’ Will interpose no objection to the proposed trans-

Approved unanimously.

e
Yogqq “er to the "Ameriocan Holding Corporation”, Chicago, Illinois,
€ ag follows:
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"This refers to the application of your corporation
Voting permit entitling it to vote the stock which it
8 Or controls of 'American National Bank and Trust Com-
Pany of Chicago', Chicago, Illinois; to the gemeral voting

Permi ¢ issued to your corporation on January 4, 1935; and
% Tecent correspondence relating to the holding company af-
filiate status of your corporation.
c "It is understood that Americen National Bank and Trust
s:mpany of Chicago has outstanding 10,000 shares of common
ofock and 6,500 shares of preferred stock; that 9,281 shares
Yoi JWON stock and 6,500 shares of preferred stock were
cgted 8% the preceding election of directors; and that your
strPOration owns or controls 6,250 shares of the cammon

9¢k. On the basis of such facts, it does not appear that
Tour Corporation is now a holding company affiliate of

erican National Bank and Trust Company of Chicago for
of tpurposes under the definition contained in section 2(c)
he Banking Act of 1933. :
ch HOWever, it is understood that, in view of proposed
angnges in the capital structure of American National Bank
Dorat St Company of Chicago which may result in your cor-
bank lon again becoming a holding company affiliate of such
POrat,; 1t is desired that the Board determine that your cor-
Negsg lon is not engaged, directly or indirectly, as a busi-
b in holding the stock of, or managing or controlling,
Panis' banking associations, savings banks, or trust com-
At ®8, Within the meaning of section 2(c) of the Banking
Your - 1935, In view of the fact that it is understood that
Mapg,. rPOTation does not own or control any stock of, or

3ge or control, any bank other than American National
2 et Trust Compeny of Chicago, the Board has made such
evep ®Mmination with respect to your corporation. If, how-
Subgt, Your corporation should at eny time own or control a
Tope 4 '+8l portion of the stock of, or manage or control,
Yo ty 80 one bank, this matter should again be submitted
l‘ighte Board for its determination. The Board reserves the
tine Y0 make a further determination of the matter at any

311 the basis of the then existing facts.

Droyyq.o YOU know, section 2(c) of the Banking Act of 1933
Dot 4 °S that the term 'holding company affiliate' shall
Feqe U¢lude (except for the purposes of section 23A of the

for a

by th Reserve Act) any orgenization which is determined
) bus?_ ard not to be engaged, directly or indirectly, as
it} Dess ipn holding the stock of, or managing or control-
°°mp;1n S, banking associations, savings banks, or trust
In view of the fact that such a determination
de with respect to your corporation, the general

ies,

hag been s
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"v°tin8 Permit heretofore issued to your corporation is no
onger effective. If your corporation is later determined

he Board to be a holding company affiliate subject to the
Provisions of 1aw relating to voting permits, it will be neces-
Sary fop your corporation to obtain & new voting permit before
be stock which it then owns or controls of any subsidiary
Eber Dank Jawenlly mey be voted."

Approved unanimously, for transmission
through the Federal Reserve Bank of Chicago.

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

of g
0 Franeigeo » reading as follows:

"Reference is made to your letter of July 26, 1937 with

;hich YOu inclosed a copy of a letter from Mr. E. M. Wright,
ational Bank Examiner, Portland, Oregon, presenting an in-

Wy with reference to Regulation U.

"It is understood that the question presented involves
> Loan they was made prior to May 1, 1936 for the purpose of
mrchasing Oor carrying registered stocks and was secured by
cilh stocks, After this date cash was substituted for an
cagn . arket value of the stock collateral, and later this
ofﬂh “as withdrawn on the deposit of an equal market value
casiegistered stocks. The question raised is whether the
Conat SR be considered as collateral or whether it should be
ponsmered that the deposit of cash is the liquidation of a
wgm% Of the old loan so that the withdrawal of the cash
1a:}gn°°n8titute the making of a new loan subject to the regu-
top "You refer to the ruling forwarded with the Board's l'et-
che (X‘9555) of July 20, 1936 to the effect that a cashier's
to ﬁk Might be treated as collateral for a loan made prior
stitay 1, 1936 ana that, therefore, securities might be sub-
made\lte for the cashier's check without a new loan being

ow the would be subject to the regulation. It is the
preseor the Board that the seme principle applies to the

8 ¢ Ut case, and that it would be proper to treat the cash
Quenzllater&l for the loan so that when the cash was subse-
lage ly thdrawn there would be merely a change in the col-
Taty for a loan originally made prior to May 1, 1936

ti.Ol':r than the making of a new loan subject to the regula-

&fternln this connection it is to be noted, of course, that
Sept, gmendm%t No. 3 of Regulation U becomes effective on
Bub:,:n °r 1, 1937, loans made before May 1, 1936 will be
lng cCt ¥o the regulation end that thus the effect of treat-
at 8sh ag Collateral for such a loan will be considerably
®Tred If cash should be held as collateral for a loan
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"Subject 4o th 1 der the first paragraph of
section 1 e regulation, under the paragrap
Tch of the regulation the cash would obviously have a
be wihigher loan value than stocks and, therefore, could not
“thdthdl‘awn against an equal market value of stocks if the
OVer Tawel would create or increase an excess of the loan

the maximum loan value of the collateral.™
Approved unanimously.

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

Of Neyw
York, reading as follows:

ing t;ThiS refers to your letter of June 29, 1937 present-
iy come Question whether member banks in New York City may,
oa g“tins required reserve balances, deduct from their
ow Yor}?nand deposite matured bonds and coupons payable in
sti1y 4 City which have been received by them and which are
on whn the process of collection. This involves the ques-~
as 'casﬁther such matured bonds and coupons may be considered
Kot items in process of collection' within the meaning
Erosg g " 1(€) of Regulation D so as to be deductible from
wooand deposits under section 2(b) of the regulation.
bankg Ol your letter it is understood that New York City
derg CUstomarily give immediate deposit credit, or one day
abl e deposit credit, for matured bonds and coupons pay-
thl‘ou ew York City whether received over-the-counter or
ents; th he mails from their depositors and bank correspond-
Tespong 8%t such items are customarily received from cor-
terg &:nt banks in cash letters; that after such cash let-
are Borte been proved, the matured bonds and coupons therein
Corgsy, ed according to paying agents (and thereafter ac-
tion- %hto issues and denominations) preparatory to presenta-
York'cl at where the paying agents are members of the New
®aring House Association the coupons are cleared

iny

t
Sent eg othe Clearing House, but the matured bonds are pre-

Not membver-the-counter; that where the paying agents are

¢ ®T8 of the Association, both the matured bonds and
iths 2 &re presented over-the~counter; that in the case of
recehregeared through the Clearing House the presenting bank
®loape a & due bill on the day of clearing which due bill is
in °n the following day in the check clearings; that

1’18 ag Case of jtems presented over-the-counter to the pay-

in Paynerl 2 clearing house check is received the same day
day, a,ngnt for the items, which check is cleared the next
thl‘ou that the due bills given for the coupons presented
for the the Clearing House and the clearing house checks given

onds and coupons presented over~the-counter are
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"themsel veg deductible from gross demand deposits.

"It is also understood that your bank handles matured

08 forwarded by your member banks and direct sending

th 8 as cash items, giving one day deferred deposit credit
®refor, and in some instances handles matured bonds on the

& € basis and in other instances handles matured bonds
lon-cash items. We further understand that the question

Presenteg does not refer to maturing bonds and coupons.

in 4 You are advised that, after considering this matter

e he 1ight of the facts stated above, the Board of Gover-
T8 18 of the opinion that matured bonds and coupons, to

ase extent that they are treated and handled by membgr banks

SQr;:Sh 1tems substantislly in accord with the practice de-

Othey 2 MY properly be included by such banks in 'such

up0nr items in process of collection, payable immediately

ole Presentation in the United States, as are customarily
ared or collected by banks as cash items', within the

su:ﬁigg of section 1(g)(3) of Regulation D, and deducted by

in anks from the amount of their gross demand deposits

Computing theiy required reserves."

Coupo

aboy

Approved unanimously.

Thereupon the meeting adjourned.

Secreta

Chairman.
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