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A meeting of the Board of Governors of the Federal Re-

serve System was held in Washington on Saturday, April 23, 1938,

at 10:45 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman

Mr. Szymczak
Mr. McKee
Mr. Davis
Mr. Draper

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary

Mr. Thurston, Special Assistant to
the Chairman

Mr. Wyatt, General Counsel

Mr. Paulger, Chief of the Division
of Examinations

Mr. Smead, Chief of the Division of
Bank Operations

Mr. Parry, Chief of the Division of
Security Loans

Mr. Dreibelbis, Assistant General
Counsel

Mr. Thomas, Assistant Director of
the Division of Research and
Statistics

Reference was made to the fact that the terms of Messrs.

Davis and McKee as members of the Personnel Committee had expired

at the close of March 511 1938, and that, therefore, it was nec-

e3aarY to designate two members of the Board to serve with the

Chairman on the Personnel Committee.

Upon motion by Mr. McKee, Messrs.

Draper and Ransom were appointed to

serve as members of the Personnel Com-

mittee for the term ending March 31,

1939.

At this point Mr. Clayton, Assistant to the Chairman,

Joined the meeting.

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



459

4/23/38 -2-

The Secretary submitted for consideration his memorandum

to the Board of March 19, 1938, which had been circulated to the

members of the Board for their information prior to consideration

at a meeting, reading in part as follows:

"At the recent Conference of Presidents it was voted
to suggest to the Board that it make recommendations with

respect to legislation as set forth below:
A. (1) That the Board favorably consider recommend-

ing to Congress the enactment of legislation

to authorize member banks, not located in a

city in which a Federal reserve bank or
branch is located, to count all or some part
of cash in vault as a part of their required

reserves.
(2) That before recommending the enactment of any

such legislation, the Board make a study to
determine the amount of vault cash to be
counted as a part of a member bank's required
reserves, which amount, in the opinion of the
Conference, should not, in any event, exceed

fifty per cent of the amount of the member
bank's_required reserves.

"In taking this action the Conference agreed that lit-
tle would be accomplished by permitting a member bank, in
determining the amount of reserves required to be maintained
against its deposits, to deduct from the amount of its de-
posits the amount of cash in its vault. The Conference also
was aware of the possibility that the Board of Governors
might consider the present an inopportune time to recommend
the suggested legislation.

B. That the Board of Governors should concur in
the recommendation of the Comptroller of the
Currency that section 22(g) of the Federal Re-
serve Act should be amended to extend for one
year from June 16, 1958, the period during
which loans made prior to June 16, 1953, to
executive officers of member banks might be

renewed.

C. That the Board should recommend that the pro-

visions of section 12B(n)(4) of the Federal
Reserve Act, which provides for loans by the
Federal Deposit Insurance Corporation to banks
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"to avert losses, should be extended for
a period of some years or made permanent."

It was suggested that action be deferred on the recom-

mendations of the Conference of Presidents included under "A" in

the above memorandum since the Board at a meeting on April 15,

1938, had requested that the Division of Research and Statistics

study all phases of member bank reserve requirements and that Mr.

Goldenweiser submit to the Board for consideration not later than

November 1, 1938, any recommendations that the Division might wish

to make as a result of this study with respect to changes in the

existing provisions of law or regulations relating to member bank

reserves.

After discussion, upon motion by Mr.
Ransom, the Board agreed unanimously to take

no action on such recommendations until the

Division of Research and Statistics had com-

pleted its study and Mr. Goldenweiser had

submitted his report to the Board.

In connection with the recommendation of the Conference of

Presidents designated "B" in the above memorandum, there was pre-

sented to the Board a letter dated April 20, 1938, from the Bureau

°f the Budget, requesting that the Acting Director be furnished

With the Board's comments with regard to the enrolled enactment of

Congress: "S.3400, An Act to extend from June 16, 1938, to June

16, 1939, the period within which loans made prior to June 16, 1933,

to executive officers of member banks of the Federal Reserve System

ma-Y be renewed or extended". A proposed reply to the Acting Direc-

t°1* of th.. Bureau of the Budget was also presented.
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After discussion, upon motion by Mr.
Ransom, the Board by unanimous vote approved
the letter to the Acting Director of the Bu-
reau of the Budget in the following form:

"Receipt is acknowledged of Mr. Bailey's letter of
April 20, 1938, requesting comments upon the enrolled
enactment of Congress being S. 3400, An Act to extend
from June 16, 1938, to June 160 1939, the period with-
in which loans made prior to June 16, 1933, to executive

officers of member banks of the Federal Reserve System
may be renewed or extended.

"The Board of Governors of the Federal Reserve Sys-
tem sees no objection to this enrolled enactment."

With respect to the recommendation of the Conference of

Presidents designated "C" in the above memorandum, there was sub-

mitted to the Board a letter dated April 13, 1938, from the Bureau

of the Budget requesting the Board's views concerning the exten-

°ion to July 1, 1940, of Section 12B, subsection (n)(4), of the

Federal Reserve Act, as amended, together with a draft of a reply

to the Acting Director of the Bureau of the Budget.

A discussion ensued during which cer-
tain changes in the proposed reply were
suggested and, upon motion by Mr. Ransom,
the letter was approved unanimously in the
following form:

"In response to the request of your assistant, Mr.
F. J. Bailey, under date of April 13, 1938, you are ad-
vised that the Board of Governors of the Federal Reserve
System offers no objection to an amendment to subsection
(n)(4) of section 12B of the Federal Reserve Act, as
amended, which would extend the authority of the Federal

Deposit Insurance Corporation to make loans to or pur-
chase assets from insured banks to facilitate mergers,

consolidations, and reorganizations of insured banks and

reduce or avert threatened losses to the Corporation.P

In the course of the Board's discussion of

the recommendations of the Conference of Presidents
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set forth in Mr. Morrill's memorandum of
March 19, the question was raised as to what
responses should be sent to President Harrison
as Chairman of the Conference of Presidents
regarding the recommendations of the Confer-
ence and it was unanimously agreed that let-
ters should be prepared and circulated to
the members of the Board for approval.

The Secretary presented the memorandum he had written to

the Board on March 21, 1938, which had been circulated to the mem-

bers of the Board for their information prior to consideration at

a meeting, reading in part as follows:

"In response to the Board's request, the recent Con-
ference of Presidents discussed the question of a program
for meetings of the Board of Governors with directors of
the Federal reserve banks and voted that:

(1) It is the opinion of the Conference that
there are objections at this time to joint meet-
ings of the Board of Governors and the directors
of either all Federal reserve banks or groups of
such banks;

(2) The Conference recommend that the Board
of Governors consider the advisability of meet-
ing once during the present year with the direc-
tors, or with a committee of the directors, of
each Federal reserve bank separately, such meet-
ings to be held in Washington and to be attended
by such officers of the Federal reserve bank in-
volved as the directors of such bank may determine;

(3) No recommendations be made as to meetings
with branch directors at this time; and

(4) It is the hope of the Conference that the
adoption of the program recommended would not in-

terfere with frequent visits to the Federal re-
serve banks by individual members of the Board of

Governors."

During the discussion the suggestion was made that it

mht be preferable to arrange for annual or semi-annual meetings

in Washington of the chairmen of the Federal reserve banks as it
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was believed that the holding of such meetings would stimulate

interest on the part of the chairmen and be instrumental in ac-

quainting them with the policies of, and the reasons underlying

actions taken by, the Board. The thought was also advanced that

efforts should be made to stimulate the interest of head office

and branch directors in attending directors' meetings at the banks

in order to encourage men of ability, who are outstanding in their

respective communities, to serve in those capacities, and that this

subject would be a good topic to place on the agenda for discussion

at the first conference with the chairmen.

to the

At the conclusion of the discussion, Mr.

Ransom moved that Messrs. Davis and Szymczak

be constituted a committee to explore the

possibilities of the Board holding meetings
periodically with the chairmen of the Federal

reserve banks and to formulate a program for
such meetings, with the understanding that

such committee would submit recommendations
to the Board as to the action to be taken.

It was understood, in this connection, that

President Harrison would be advised in his
capacity as Chairman of the Conference of

Presidents that the recommendations of the

Conference on the question of a program for

meetings of the Board of Governors with di-
rectors of the Federal reserve banks were
receiving consideration by the Board.

Carried unanimously.

Consideration was then given to the Secretary's memorandum

Board of March 19, 1938, which had been circulated to the

Members of the Board for their information prior to consideration

at a meeting, reading in part as follows:
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"In a letter dated February 31 1938, to the Chair-

man of the Conference of Presidents it was stated that

the Board had given consideration to various ways in

which closer contacts might be maintained by each Fed-

eral reserve bank with the bank supervisory authorities
in each Federal Reserve District and that, in this con-

nection, the suggestion had been made that a desirable

arrangement would be for the board of directors of each

Federal reserve bank to extend invitations to the State

bank supervisors in the States all or part of which are

in the district, to the Chief National Bank Examiner,
and to the Supervising Examiner for the Federal Deposit

Insurance Corporation, to attend periodically meetings
of the board of directors of the bank for the purpose

of discussing banking conditions in the district and

other matters which might appropriately be taken up at

such meetings. The letter stated that, while the Board
had reached no conclusion on the matter, it felt that
the suggestion was one that might be discussed by the

Presidents' Conference and that it would be appreciated,

therefore, if President Harrison would place the topic
on the program and advise the Board of the conclusions

reached by the Presidents.
"In accordance with the Board's request, the topic

was considered at the recent Conference which agreed

Upon the following statement of its views:
'The Conference deems it most important

that the executive officers of the several Fed-
eral reserve banks continue to maintain close

cooperative relations with the various bank

supervisory authorities in their respective

districts, through the representatives both of
State banking departments and of the Federal

agencies concerned with bank supervision. The
Conference also believes that in furtherance
of the general objective of maintaining good

relations with bank supervisory authorities,
it might be appropriate and advisable for the

directors, or committees of directors, of the

respective Federal reserve banks, to meet in-

formally with such supervisory authorities

from time to time, the arrangement and char-

acter of such meetings to be determined in the

discretion of each bank. The Conference fur-

ther believes that much might still be accom-

plished in this general field if the Federal

bank supervisory agencies at Washington would
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"make a further study of their respective
problems, with a view to coordinating and ef-
fecting greater uniformity in their policies
and practices wherever possible.'"

Chairman Eccles suggested, in this connection, that, after

the Board has worked out a coordinated policy of examination with

the Comptroller of the Currency and the Federal Deposit Insurance

Corporatton, it might be desirable to have representatives from

those two agencies as well as from the Board, meet with the local

representatives of those agencies and the State supervisory author-

ities in each Federal reserve district.

After a full discussion of this subject,
the Board agreed unanimously that a letter to
President Harrison as Chairman of the Confer-
ence of Presidents should be prepared advis-
ing him that the Board was fully aware of the
necessity for coordination of the Federal
bank supervisory agencies in Washington and
that the matter is receiving active attention
at this time.

At Mr. McKee's request, Mr. Parry explained the proposal

set out in his memorandum to the Board of March 3, 1938, which

would amend Regulation U, Loans by Banks for the purpose of Pur-

chasing or Carrying Securities Registered on a National Securities

tchange, by providing lower margin requirements for "amortized

investment purchase loans". Mr. McKee then outlined the reasons

Which prompted his original suggestion that the Board give con-

sideration to an amendment of this character, but stated that he

would prefer that no action be taken on the matter at this meeting
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in order that it might be discussed fully at another meeting in

the near future when more time would be available for the purpose.

Mr. McKee's statement was followed by a discussion during which

Other members of the Board expressed their views regarding the

Proposal but no action was taken.

Chairman Eccles reported that in accordance with the action

taken at the meeting Of the Board yesterday he had advised Mr. Wayne

C. Taylor, Assistant Secretary of the Treasury, of the Board's po-

sition regarding the proposed plan for a permanent organization for

making small loans to small business enterprises which was under

consideration by a committee composed of Messrs. Szymczak, Fahey and

V-Yers and regarding the continuation of Mr. Szymczak's service on

the committee.

At this point Messrs. Thurston, Wyatt, Paulger, Smead„

Dreibelbis and Thomas left the meeting and consideration was

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

ection 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 April 22, 1938 were approved unan-

imously.

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

Bank 
f Richmond, reading as follows:

"Reference is made to your letter of April 15 trans-

mitting, with favorable recommendation, a request of 'The

Lynchburg Trust and Savings Bank', Lynchburg, Virginia, for
Permission to hold until July 1, 1939, 40 shares of first
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"preferred stock of Craddock-Terry Company and to hold
until July 10 1941, 30 shares of stock of the Fivermont
Realty Company, which stock had been acquired in February
and July, respectively, of last year in connection with
debts previously contracted. The request is made inas-
much as condition of membership numbered 7 applicab3e to
the institution requires the disposition of stock so

acquired within 6 months unless the time is extended.
You state that instead of acting under the authority
granted in the Board's letter of April 2, 1935 (X-9169-a),
the request has been referred to the Board because of
the unusual length of time requested by the bank for dis-
posing of the stock.

"According to the comments in the bank's letter, the
stock is not readily marketable. One company is in proc-
ess of recapitalization and efforts are being made to

liquidate the other, and the bank believes that a closer

approximation to the intrinsic value of the stock may be
realized later. Thn amounts at which the stocks are
carried are relatively small, e2,440 in one case and
$405 in the other. In view of the circumstances, the
Board believes that you would be justified in granting
the bank's request."

Approved unanimously.

Letter to Mr. Lassiter, Chairman of the Federal Reeerve

Bank of Richmond, reading as follows:

"Reference is made to the report of examination of
the Federal Reserve Bank of Richmond as of February 25,
19Z8, a copy of which was left for your information and
the information of the other directors, and a copy of
Trich was also furnished to President Leach.

"After the report of examination has received the

consideration of the board of directors of the Federal
Reserve bank, the Board will appreciate advice as to
any action taken or to be taken with respect thereto,
anci to other significant matters which may have been
cuscussed with the management during the course of the
examination. In particular, it will be appreciated if
You will advise as to any further developments in the
situation with respect to the money department of the

Baltimore Branch referred to on page 103 of the report
of examinetion and as to action taken or contemplated
to correct the situation."

Approved unanimously.
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Thereupon the meeting adjourned.

468

Secre ary.
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