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A meeting of the Board of Governors of the Federal Reserve Sys-
1
M wag held in Washington on Friday, August 27, 1937, at 10:30 a. m.

PRESENT: Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Davis

Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Thurston, Special Assistant to
the Chairman
Mr., Wyatt, General Counsel _
Mr. Paulger, Chief of the Division of 4
Examinations
Mr. Parry, Chief of the Division of
Security Loans
Mr. Thomas, Assistant Director of the
Division of Research and Statistics
Mr. Van Fossen, Assistant Chief of the
Division of Bank Operations

Mr. Ransom stated for the information of the other members of
i Board that president Harrison of the Federal Reserve Bank of New
:rk talled him on the telephone this morning and advised that yester-
t&y &f%ernoon the Guaranty Trust Company of New York and the Chase Na-
1onu Bank of New York had reported to the Federal Reserve Bank that
,: : ™V haq been lending to The Yokahama Specie Bank, Limited, Yokahema,
G:pﬁn, (which institution handles financial transactions for the Japanese

Ve
TMent) on the security of Governments and gold. The Guaranty Trust

Comy,
. WY had advised Mr. Harrison, Mr. Ransom stated, that the London

e

$) Which had been making similar advances to The Yokahama Specie
'S Y Limited, had informed the Guaranty Trust Company that they had
ti::()ntinued such transactions on the security of gold but were con-

tng %o lend on Governments. Mr. Ransom also said that Mr. Harri-

Egn
h
% stateq during his conversation that the two New York banks
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hedaﬁvised that they proposed to continue to make advances to the

“mah&ma Specie Bank on both kinds of collateral, that they had called

hhn(Mr. Harrison) for the reason that they wanted the Reserve Bank to

® advigeq of the situation, that there had been a feeling that the

state Department in Washington should be advised, and that he (Mr.

®Meon) had tnerstor called Mr. Stenley K. Hornbeck, Chief of the

MW1510n of Fer Eastern Affairs of the State Department, yesterday and ;
hmireported to him the conversations which he had had with the two

W York banks. Apparently, Mr. Ransom said, Mr. Hornbeck had no com-
tentg to make regarding the matter.

Mr. Ransom then referred to a draft of a letter which was in
ﬁmculation among the members of the Board to Messrs. Kenefick, Cooke,
itchells Bass and Letchworth, Attorneys, Buffelo, New York, with re-
ot %0 the question whether member banks in New York may pay interest
TME et 23, 1937 on demand deposits of trust funds. He stated
: bk - did not appear from the correspondence that the firm of at-
déhmys Was representing any member bank or had any interest in the
oemnmination of the question involved and that he felt that, because
rthe 8reat amount of work and time required to prepare replies to
a:st“ns of this kind, the Board should edopt & policy of declining to
in::r Qestions with respect to the rights of member banks, unless the
. ™Y is Teceived from a member bank or from an attorney representing

ey
or bank, or, when the inquiry is from some other person, there ap-

Peg
Ts
%o be & satisfactory reason why a reply should be made. The other
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I
Sbers Present concurred in Mr. Ransom's suggestion.

There was presented a telegram dated August 27, 1937, from Mr.

Yo
g, Vice President of the Federal Reserve Bank of Chicago, stating

*hat te board of directors of the bank on that date voted to establish,
o0t ve August 21, 1937, a rate of 2% on advances under Section 10(b)
°f the Federal Reserve Act and to esteblish without change the other
Tes of discount and purchase in the bank's existing schedule.

The rate of 2% on advances under
Section 10(b) of the Federal Reserve Act,
fixed by the board of directors of the Fed-
eral Reserve Bank of Chicago, effective
Migust 21, 1937, and the establishment,
without change, of the other rates of dis-
count and purchase in the bank's existing
schedule, were approved unanimously.

Mr. McKee stated that if, during the period he is absent from
agh
ingtOD, any of the remaining Federal reserve banks, which now have

nef
fect a rate of 2% on rediscounts of eligible paper for member banks
g
a
dvances to member banks under the provisions of Sections 13 and 1%a

rthe Federal Reserve Act, voted to reduce such rate to 1% percent, he
4 be in fPavor of approval by the Board of the reduced rate.

: There was also presented a letter to Mr. George L. Harrison,
sch&inm&n of the Presidents' Conference, reading as follows:

b "Section 14(d) of the Federal Reserve Act, as amended
sy the Benking Act of 1935, requires that the Federal re-
®rVe banks shall establish rates of discount at least every
cgurtEen days. The experience of the Board of Governors in
Onection with the approval of the rates established by the
ﬁderal reserve banks has convinced the Board that, in the
o erest of a more expeditious and efficient administration
the law, 1t is desirable that biweekly meetings of the
°°&rds of directors of all Federal reserve banks be held
R uniform dates.
"It will be appreciated if you will place this subject
°0 the program for discussion at the next Presidents' Con-
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"ference and request the President of each Federal reserve
bank 4o discuss the matter with the directors of his bank
Prior to the Conference, with a view to reaching an agree-
Went, if possible, on uniform dates for such meetings every
fourteen days."
Approved unanimously.
At this point Messrs. Thurston, Wyatt, Paulger, Parry, Thomas
ang
Van Fossen left the meeting and consideration was then given to each
of t
he Matters hereinafter referred to and the action stated with re-
spec
b thereto was taken by the Board:
The minutes of the meeting of the Board of Governors of the Fed-
eral
ReserVe System held on August 26, 1937, were approved unanimously.
Telegram to Mr. Newton, President of the Federal Reserve Bank
of A
tlanta, stating that the Board approves the establishment without
¢
ay
88 by the bank today of the rates of discount and purchase in its
xy
Sting Schedule.
Approved unanimously.
Letter to Mr. Powell, Secretary of the Federal Reserve Bank of
Qng
%Dolis, reading as follows:
i "Reference is made to your telegram of August 23, 1937,
og Which you advised the Board of Governors of the action
your executive committee in establishing rates of 13% :
add 2% on rediscounts of eligible paper for member banks and
Vances to member banks under Sections 13 and 13(a), and

°0 advances to member banks under Section 10(b), respectively,

:nd %o the Board's telegraphic reply to you of the same date
pprOVing the establishment of such rates effective August 24.

e "It is assumed that your executive committee at the
%me time established, without change, the other rates of
Stount and purchase in your existing schedule, which ac-
o1 is approved by the Board of Governors."
Approved unanimously.
Memorandum dated August 23, 1937, from Mr. Woodlief Thomas,

Agq
g
bang Director of the Division of Reseéarch and Statistics, recom-
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m&mlng the appointment on a temporary basis for a period of three
mmmhs of Miss Muriel G. Webb as a ¢lerk in the Division, with salary
% the rate of $120 per month, effective as of the date upon which she
Merg Upon the performance of her duties.
Approved unanimously.
Letter to Mr. Leo Crowley, Chairman of the Federal Deposit
USuren e Corporation, reading as follows:

Bo "As requested in your letter of August 20, 1937, the
ard of Governors of the Federal Reserve System hereby
§£&nts written consent, in accordance with the provisions

Subsection (k)(2) of section 12B of the Federal Reserve
%, for examiners for the Federal Deposit Insurance Cor-
g°ration to examine the affairs of the 'Perth Amboy Trust
ompanY', Perth Amboy, New Jersey, in order that your Cor-
g:gation may obtain information relative to the progress
U © in eliminating or adequately sdjusting the unsafe and
ofSOHnd practices for which the bank was cited under date
April 29, 1937, by your Corporation under the provisions
Actsubsection (1)(1) of section 12B of the Federal Reserve

op "In your letter it was stated that the statutory period

°0r120 days allowed the bank in which to effect the required

QVereCtions expires on August 27, 1937, Your attention, how-

thel‘. is called to the Board's letter of May 5, 1937, to

to Perth Amboy Trust Company, a copy of which was forwarded

thai’our Corporation, in which the trust company was advised

Byt the Board of Governors had fixed the period ending
estember 2, 1937, 120 days from the date of the Board's

d331er to the trust company, as the time within which the

Ted corrections should be effected.

Forte "I# is.suggested that the Federal Reserve Bank of New
Ye Sbe advised regarding your plans for the examination of
8 tate member bank in order that the Federal Reserve Bank

Y be kept informed as to developments in the situation and

a v arrange to participate in the examination if it be deemed
dviS&ble."

Approved unanimously, together with a
similar letter to Mr. Crowley with respect
to "The Raritan Trust Company of Perth Amboy",
Perth Amboy, New Jersey.
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Letter to Mr. Peyton, President of the Federal Reserve Bank of
LAl :
INeapolis, reading as follows:

"In response to your letter of August 19, 1937, you
8re advised thet the Board of Governors of the Federal Re-
Serve System has granted its permission under the provisions
Of section 14(g) of the Federal Reserve Act for Mr. H. C.
imberlake, Statistician of the Federal Reserve Bank of Min-
‘ Neapolis, to visit the various central and commercial banks
‘ 11 Furope for the purpose of gaining such statistical knowl-
' ?dge as he may be able to absorb while he is in Europe dur-
| ing the months of October and November, 1937, as a Trepre-
|
1
!

Sentative of the American Legion.
"The Board will appreciate receiving a report covering
8l1 of the visits which Mr., Timberlake makes to European
banks or bankers during his forthcoming trip."
Approved unanimously.
There was submitted a recommendation, which had been approved
v
the Personnel Committee, that the Board authorize the purchase of a
aq
€ for the Captain of the Guard, rubber link mats and scrub brushes,
a3
listed in purchase orders Nos. 1974, 1976 and 1977, and the purchase
d
inst&llation‘of flat key locks for four corner cupboards, as listed
in
v
%Ucher No. 11492, at a total cost of $382.10.

Approved unanimously.

Thereupon the meeting adjouﬁfed.

hY
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Assistant Secretary.

WVice Chairman.
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