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A. meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Thursday, September 30, 1937, at 11:15

8. M.

PRESENT: Mr. Ransom, Vice Chairman

Mr. Szymczak
Mr. McKee
Mr. Davis

Mr. Bethea, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Mr. Goldenweiser, Director of the Division
of Research and Statistics

Mr. Smead, Chief of the Division of Bank
Operations

Mr. Parry, Chief of the Division of
Security Loans

Mr. Dreibelbis, Assistant General Counsel
Mr. Bradley, Assistant Chief of the Division

of Security Loans
Mr. Thompson, General Assistant, Office of

the Secretary

Mr. Pans= referred to the termination by Mr. Broderick of his

membership on the Board effective as of September 30, and stated that

his attention had been called to Section 4 of Article XV of the Board's

by-laws which reads as follows:

"No resolutions of a personal character shall be passed

by the Board on the termination of the membership of a mem-

ber of the Board."

He said that, in the circumstances, the sentiments of the Board might be

conveyed to Mr. Broderick in a letter signed by all of the members of

the Board and suggested that Mr. Davis be asked to prepare such a letter.

It was agreed by all of the members

present that the matter should be handled

in the manner suggested by Mr. Ransom, with

the understanding that the letter would be

incorporated in the minutes of the Board.
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Ransom then referred to the proposed ceremonies to be held

in connection with the official opening of the Board's new building and

stated that no further progress had been made in the plans because as

yet no definite answer had been received as to whether the President

would find it possible to accept the invitation to participate. Mr.

Ransom stated that he felt it would be desirable to ascertain where Mr.

Temes Roosevelt or Mr. McIntyre, who are both with the President,

could be reached by telegraph today and in turn advise Chairman Eccles

and request him to ascertain whether a definite answer may be obtained

today. Accordingly, following a discussion of the matter, the tele-

gram quoted below was sent immediately to Chairman Eccles:

"Have been unable to make further progress in ascer-

taining whether the President will accept invitation to open-

ing. On this depends question of whether we will have an

opening at this time. Tames Roosevelt and McIntyre both

with President and can be reached at Victoria, British Colum-

bia, between twelve noon and three p.m. today. Board thinks

It important that you should communicate with them and as-

certain whether definite answer can be obtained today. It

will be impossible to have opening week of eighteenth unless

we know now."

There was presented a draft of invitation, together with a card of ad-

mission to accompany such invitation, which might be used in connection

With the official opening. There was also a discussion as to the program.

It was informally agreed that the form of invitation and accompanying .

card of admission, with certain suggested amendments, were acceptable

to all of the members of the Board present and there was a feeling that

the exercises to be held should consist only of (1) music by one of the
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service bands, (2) introduction by Chairman Eccles, and (3) an address

by the President of the United States.

A proposed list of persons to be invited to the ceremonies was

presented and after a discussion, during which some amendments to the

list were suggested, it was tentatively approved by all of the members

of the Board. A copy of the revised list has been placed in the Board's

files.

Mr. Ransom stated that he had discussed with Mr. Goldenweiser

recently the desirability of being kept informed regarding withdrawals

of Treasury balances from depositary banks and transfers of such bal-

ances between Federal reserve districts. He said that, in a conversa-

tion with Secretary Morgenthau on yesterday, the Secretary had sug-

gested that he would be glad to have the Board advised currently of

any withdrawals from depositary banks, calls for which were usually

made on Mondays and Thursdays. Mr. Ransom stated that the Secretary

had asked Mr. Bartelt, Commissioner of Accounts and Deposits, to call

Mr. Ransom on those days and to indicate what transactions were an-

ticipated, with the thought that this procedure would keep the Board

informed and give it an opportunity to express any views in cases

where it felt there were reasons why the Treasury should not make cer-

tain withdrawals. Mr. Ransom indicated that such information, to-

gether with the weekly statements which Mr. 8mead now prepares show-

ing excess reserves in each Federal reserve district, should be helpful

to the Board.
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Mr. McKee referred to Mr. Smead's memorandum of September 24,

1937, which recommended that the text of the weekly statement of con-

dition of Federal reserve banks, which now shows total excess reserves

of all member banks as a whole, be amplified so as to show also the ap-

proximate amounts of excess reserves of Central Reserve city banks in

New York and Chicago, respectively, and stated that he thought such in-

formation should not be given out by the Board. Mr. Smead stated that

he felt that inasmuch as such information is now being given out, with

the approval of the Board, by the Federal Reserve Banks of New York

and Chicago, the Board should include the information in its own state-

ment or take action to have the two reserve banks discontinue making

this information public.

After a discussion, it was agreed

that the matter was of sufficient im-

portance to warrant the careful consider-

ation of the members of the Board and

that action should be deferred with re-

spect thereto in order that further

study could be given to the questions

involved.

It was also agreed that the matter

should be placed on the docket for con-

sideration at a subsequent meeting of

the Board.

Mr. Ransom presented a letter dated September 24, 1937, ad-

dressed to Chairman Eccles by Mr. Wood, Deputy Chairman of the Fed-

eral Reserve Bank of Chicago, regarding general conditions, and stated
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that Mr. Schaller, President of the Federal Reserve Bank of Chicago,

had informed him over the telephone that Mr. Wood expected to be in

Washington some time next week and that he thought it would be desir-

able for the members of the Board to discuss the matter with Mr. Wood

informally at that time.

Consideration was then given to the question whether the

Board should take action to reduce the margin requirements prescribed

in Regulation T, Extension and Maintenance of Credit by Brokers, Deal-

ers, and Members of National Securities Exchanges, and Regulation U,

Loans by Banks for the Purpose of Purchasing or Carrying Stocks Reg-

istered on a National Securities Exchange. In this connection, Mr.

Ransom presented a copy of a memorandum written for the files by Mr.

Wyatt, General Counsel, under date of September 24, 1937, on the

subject of "Grounds for reducing margin requirements", which, at his

request, was read to the meeting. There ensued a discussion of the

question, at the conclusion of which the meeting recessed at 1:00 p.m.

At 3:55 p.m. the meeting reconvened with the same attendance

as at the morning session except that Mr. Thomas, Assistant Director

of the Division of Research and Statistics, was present, and the dis-

cussion of the question whether a change should be made in the margin

requirements prescribed in Regulations T and U was resumed. In this

connection memoranda prepared by Messrs. Goldenweiser and Dreibelbis

under date of September 28, 1937, were considered, copies having been
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previously furnished to all members of the Board. There was also

presented a draft dated September 29 of a proposed amendment to Reg-

ulation U, prepared by Messrs. Parry and Goldenweiser in accordance

with the action taken at the meeting on September 24, pertaining to

the proposal to prescribe substantially lower margin requirements

for loans made by banks to bona fide investors for the purpose of

financing the purchase of registered stocks, provided that in each

case the loan is required to be amortized regularly. Copies of this

memorandum had also been furnished to the members of the Board prior

to the meeting.

At the conclusion of a lengthy

discussion of the memoranda and pro-

posed amendment, together with other

phases of the question, it was agreed

that the staff should continue a study

of all aspects of the problem, includ-

ing particularly the revision to be

made of Regulation T and the question

whether the present margin requirements

should remain undisturbed or be replaced

by a "two-pronged" formula.

At this point Messrs. Goldenweiser, Smead, Parry, Dreibelbis,

Bradley, Thompson, and Thomas left the meeting and consideration was

then given to each of the matters hereinafter referred to and the ac-

tion stated with respect thereto was taken by the Board.

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

Federal Reserve System held on September 29, 1937, were approved
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Letter to Mr. E. J. Lewis, Cashier, The Irvington National

Bank and Trust Company, Irvington on Hudson, New York, reading as

follows:

"This refers to your letter of September 24, 1937,

requesting advice as to whether your bank may continue to

classify a deposit of the Ferncliff Cemetery Association

as a savings deposit under the definition in section 1(e)

of Regulation Q.
"Inclosed with your letter was a letter from the

directors of the Ferncliff Cemetery Association, stating

that the funds in question belong to the cemetery asso-

ciation as trustee for monies deposited in an endowment

account for the purpose of perpetual maintenance of the

Ferncliff Cemetery.
"The Board has heretofore expressed the opinion that

organizations engaged in the sale and maintenance of ceme-

tery lots may be considered as organizations operated pri-

marily for religious, philanthropic, charitable, educa-

tional, fraternal or other similar purposes, within the

meaning of section 1(e) of Regulation Q. Accordingly, if

the Ferncliff Cemetery Association is in fact not operated

for profit, a deposit of such an organization may be clas-

sified by your bank as a savings deposit.

"If you have any further questions regarding this

matter or any similar matter, it is suggested that you

communicate directly with the Federal Reserve Bank of

New York."

Approved unanimously.

Letter to Mr. J. F. T. O'Connor, Comptroller of the Currency,

reading as follows:

"Phis refers to Mr. Gough's letter of September 3, 1937,

requesting a ruling upon a question presented by Mr. E. P.

Tucker, Vice President of the Merchants National Bank, Port

Arthur, Texas. Mr. Tucker inquires whether it is permissible

for the Board of Directors of his bank to grant authority
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"to an executive officer to borrow up to $2500 and permit

this authority to continue in full force and effect until
revoked.

"As you know, section 22(g) of the Federal Reserve

Act prohibits an executive officer from borrowing from or
otherwise becoming indebted to the member bank with which

he is connected, but contains an exception under which an
executive officer may became indebted to such bank in an

amount not exceeding $2500 with the prior approval of a

majority of the entire board of directors. The Board's

Regulation 0 provides that a loan or extension of credit

of not exceedingZ'p2500 must in each case be given prior ap-

proval by a majority of the entire board of directors of

the member bank.
"To facilitate the practical application of the law

and the regulation the Board of Governors will consider
that the requirement of the regulation with respect to the

prior approval of loans not exceeding $2500 is met in a
case in which a majority of the board of directors of a
member bank grant continuing authority for such a loan or
extension of credit to an executive officer if such approval

by its terms remains in effect for only a reasonable period

of time and in no event longer than twelve months. The
authority given by the board of directors in such a case
may, if desired, provide that the executive officer may
borrow from time to time during the effective period of the
approval granted, upon condition, of course, that the
amount of the indebtedness outstanding at any one time does
not exceed 2500."

Approved unanimously.

There was presented a recommendation, which had been approved

by the Personnel Committee, that the Board authorize the purchase of

carpets, emergency kits, a supply cabinet, and "Reserved" cards and

holders, as listed in purchase orders Numbered 2178, 2179, 2187 and

2192, at a total cost of $296.68.

Approved unanimously.
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Thereupon the meeting adjourned.

Assistant Secretary.
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