
95e

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

was held in Washington on Monday, September 19, 1938, at 12:00 o'clock

noon.

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

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. Goldenweiser, Director of the Division

of Research and Statistics
Mr. Dreibelbis, Assistant General Counsel

Mr. Thomas, Assistant Director of the

Division of Research and Statistics

Mr. Van Fossen, Assistant Chief of the

Division of Bank Operations
Mr. Horbett, Assistant Chief of the Division

of Bank Operations

Mr. Ransom stated that he had been advised yesterday that in ac-

cordance with the usual procedure the Comptroller of the Currency had sent

to national banks the forms that would be used by the banks in submitting

reports of condition to the office of the Comptroller in compliance with

the next call for such reports, that the Secretary of the Treasury had now

raised a question whether a fall call should be made, and that the Secre-

terY had no strong feeling in the matter but would like to know the opin-

ion of the Board as to the desirability of making a fall call. It was

Pointed out that when a call was issued by the Comptroller of the Currency

tor reports of national banks a call was made by the Board of Governors

tor reports of State member banks. The representatives of the Divisions
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Of Bank Operations and Research and Statistics present expressed a strong

feeling that the call should be made and Mr. Goldenweiser referred to the

handicap that the Board was under last year, in the absence of a fall

call, when consideration was being given to important ratters of policy

aad information with respect to loans and investments of country banks,

Which would have been at hand if the call had been made, was not available.

In this connection reference was made to the discussion at the

fleeting of the Board on June 14, 1938, with respect to authorizing Mr.

kead to discuss with the office of the Comptroller of the Currency and

the Federal Deposit Insurance Corporation the simplification of the forms

Used in obtaining call reports of condition of member banks and the de-

sirability of asking all member banks to submit through the Federal re-

serve banks reports of assets and liabilities every two months on a form

eilnilar to that used by reporting member banks in leading cities in sub-

bitting their weekly reports. It was stated that if these bi-monthly re-

Ports were available the call reports of condition would not be so import-

ant but it was suggested that in the absence of such reports it was highly

desirable that the fall call be made in order to furnish the Board with

current information relating particularly to loans and investments of

coUntry member banks in which information it was understood the Treasury

Wss also very much interested.

At the conclusion of the discussion it
was understood that Mr. Ransom would advise
the Treasury that the Board was very much in
favor of issuing the fall call for reports of
condition for the reasons stated above.
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Mr. Ransom left the room to talk with Mr. Upham, Special Assistant

to the Secretary of the Treasury, who was in the building, and upon his

return said that he had informed Mr. Upham of the Boardts position and

that Mr. Upham had stated that he would advise the Secretary accordingly

and would report to the Board the decision in the matter, but that he did

not think the Secretary would have any objection to the call in the light

°f the reasons advanced by the Board as to why it should be made.

Mr. Upham also said, Mr. Ransom stated, that the Secretary had

suggested that in the future it would be desirable if the Board of Gov-

ernors, the Federal Deposit Insurance Corporation, and the Comptroller

ct the Currency would confer and, if possible, reach a unanimous decision

With respect to whether a call should be made.

Mr. Ransom then stated that he had a recent visit from members of

a committee of the Reserve City Bankers Association discussing rublic re-

lations. They had asked if Mr. Ransom had any suggestions to offer as to

how they might improve public relations and Mr. Ransom had then opened a

discussion as to whether or not banks were exerting evcry effort to meet

existing credit requirements. Following this, some members of the com-

Mittee had said that surveys of their own banks had disclosed figures

that surprised them in both the number of new loans and the aggregate amount

°f new loans, that, although the total figure of loans by banks might show

a decline, it was not believed that the true situation was disclosed by

these figures, and that they would be interested in knowing whether the

8°11rd felt it desirable to ask reporting member banks to segregate the

figures on loans in their weekly reports to show net loans made and loans
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renewed, the reason for the segregation being that it was believed that

it tould show that even when aggregate loans of member banks were declir-

ing the banks were in fact making a large volume of new loans.

Mr. Ransom stated that he had suggested that such a segregation

"uld put on member banks additional work and therefore he questioned

Whether such a request would meet with approval of bankers unless its

PlirPose was made plain. The members of the committee had stated to Mr.

Ransom that they would be glad to attempt, through the American Bankers

Association and the Reserve City Bankers Association, to get an agreement

from member banks to make such reports. It appeared to be the consensus

Of the members present that the change was one that should be initiated

by the bankers themselves and that if they wished to submit a definite

l*ecommendation the Board would be glad to consider it.

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

Thomas, Van Fossen and Horbett left the meeting.

The action stated with respect to each of the matters hereinafter

referred to was taken by the Board.

Memorandum dated September 15, 1938, from Mr. Bethea, Assistant

Secretary, recommending that :AcN. DuBose MacDowell and Robert T. Riese-

berg be appointed as pages in the Office of the Secretary, each with

salary at the rate of $1,080 per annum, effective as of the date upon

Ivhich they enter upon the performance of their duties after having passed

sEtisfactorily the usual physical examination. These appointments were

l'ecommended to fill the vacancies caused by the resignation of H. G. Wise

e'lld Max L. DeMouy.

Approved unanimously.
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Memorandum dated September 17, 1938, from Mr. Noell, Assistant

Secretary, submitting the resignation of Robert C. Petrey as a temporary

Page in the office of the Secretary, to be effective at the close of

business on September 27, 1938, and recommending that the resignation

be accepted as of that date.

Approved unanimously.

Letter to Mr. Leach, President of the Federal Reserve Bank of

Richmond, reading as follows:

"Acknowledgment is made of your letter of September
9, 1938, with reference to the appointment of Mr. R. S.
Brock, Jr. as Auditor of your bank, effective September
16, 1938, at an annual salary of $5,000, and the proposed
assignment of Mr. T. F. Epes, the present Auditor, to the
Securities Department at his present salary of $5,000 un-
til July 1, 1939, when his salary is to be reduced to
$4,000.

"The Board of Governors approves the payment of a
salary to Mr. R. S. Brock, Jr. as Auditor of your bank
at the rate of ;05,000 per annum for the period September
16 to December 31, 1938, and also the payment of a sal-
ary of $5,000 from September 16, 1938, to July 1, 1939,
and of 0,000 after that date to Mr. T. F. Epes, which
salaries are in excess of the maximum annual salary pro-
vided in the personnel classification plan of your bank
for the position in the Securities Department to which
it is planned to assign him."

Approved unanimously.

Letter to Mr. Fleming, President of the Federal Reserve Bank of

Cleveland, reading as follows:

"Reference is made to Mr. Fletcher's letter of Sep-
tember 2, advising that 'The Cleveland Trust Company',
Cleveland, Ohio, proposes to amend its articles of in-
corporation so that it may be authorized to engage in

special plan banking, and requesting the Board's ap-
proval of the proposal.
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"In his letter of January 11, 1937, requesting the

Board's approval of a similar proposal by 'The First-

Central Trust Company', Akron, Ohio, Mr. Fletcher ad-

vised that 'special plan banking' is the term used by

the Ohio statutes for small loan business and that in

the State of Ohio a commercial bank is permitted, upon

suitable amendments to its articles of incorporation,

to establish a department for the conduct of this type

of business. Being permitted to engage in the small

loan business would, no doubt, enable the bank to serve

better its community. The Board, therefore, in accord-

ance with the recommendation of your bank, grants per-

mission under the provisions of condition of membership

numbered 3 for The Cleveland Trust Company to extend

the scope of its corporate powers and to engage in spe-

cial plan banking. It is assumed, of course, that any

necessary approval of the State authorities will be ob-

tained and that the business will be conducted in ac-

cordance with the applicable provisions of State laws."

Approved unanimously.

Letter to "The Farmers National Bank of Knoxville", Knoxville,

Illinois, reading as follows:

"This refers to the resolution adopted on May 5,

1938, by the board of directors of your bank, signify-

ing the bank's desire to surrender its right to exer-

cise fiduciary powers heretofore granted to it.

"The Board understands that your bank has been

discharged or otherwise properly relieved in accord-

ance with the law of all of its duties as fiduciary.

The Board, therefore, has issued a formal certificate

to your bank certifying that it is no longer author-

ized to exercise any of the fiduciary powers covered

by the provisions of section 11(k) of the Federal Re-

serve Act, as amended. This certificate is inclosed

herewith.
"In this connection, your attention is called to

the fact that, under the provisions of section 11(k)

of the Federal Reserve Act, as amended, when such a

certificate has been issued by the Board of Governors

of the Federal Reserve System to a national bank, such

bank (1) shall no longer be subject to the provisions
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"of section 11(k) of the Federal Reserve Act or the regu-

lations of the Board of Governors of the Federal Reserve

System made pursuant thereto, (2) shall be entitled to

have returned to it any securities which it may have de-

posited with the State or similar authorities for the

protection of private or court trusts, and (3) shall not

exercise any of the powers conferred by section 11(k) of

the Federal Reserve Act except with the permission of the

Board of Governors of the Federal Reserve System."

Approved unanimously.

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

Bank of Minneapolis, reading as follows:

"Reference is made to your letter of September 8,
1938, with which you inclosed Exhibits L and N covering

The First State Bank of Cooperstown, Cooperstown, North
Dakota, a subsidiary of First Bank Stock Corporation,
and a letter of the same date from First Bank Stock Cor-
poration containing information regarding the acquisition
of the stock of The First State Bank of Cooperstown.

"In paragraph 12 of its application for voting per-
mit, First Bank Stock Corporation agreed to notify the
Board of the subsequent acquisition of control of any
organization but no requirement was made that Exhibits
L and N be submitted with regard to organizations ac-
quired after the issuance of a general voting permit
pursuant to the application.

"Since there may be some doubt concerning the effect-
iveness of such exhibits filed subsequent to the issuance
of a general voting permit, and in order to avoid any un-
necessary inconvenience to the holding company affiliates
and their affiliated organizations in executing these ex-
hibits, it will be appreciated if you will inform First
Bank Stock Corporation and Northwest Bancorporation that
Exhibits L and N, covering organizations acquired subse-
quent to the issuance of their general voting permits,
need not be submitted unless an application is made for
an additional general voting permit."

Approved unanimously.
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Letter to Mr. Thomas B. Paton, Assistant General Counsel of the

American Bankers Association, New York, New York, reading as follows:

"In Mr. Morrill's absence, I acknowledge receipt of

your letter of September 8, 1938, in which you inquire

as to the meaning of the term 'cooperative bank' as used

in section 3(a) of Regulation L, dealing with interlock-

ing bank directorates under the Clayton Act.

"You state that 'In Massachusetts, for example,

building and loan associations which issue shares and do

not receive deposits are termed by statute "cooperative

banks", whereas they are not in fact banks.' Cooperative

banks in Massachusetts are similar to some building and

loan associations in other States which issue shares and

do not receive deposits and which are not ordinarily re-

garded as banks. However, in view of certain statutes

and decisions in Massachusetts there seemed to be consid-

erable doubt as to the status of a Massachusetts 'cooper-

ative bank' under the Clayton Act. Accordingly, in order

to remove any doubt on this point and in order to place

these institutions on a basis of substantial equality with

institutions of the same kind in other States, the Board

made the exception in section 3(a) of Regulation L to which

you refer.
"Your interest in this matter is appreciated and we

shall be pleased to receive any further inquiries you may

have."

Approved unanimously.

Letter dated September 17, 1938, to Mr. E. V. Krick, President,

California Bankers Association, San Francisco, California, reading as

rollows:

"This refers to your letter of September 3, 1938, ad-

dressed to Chairman Eccles with regard to the proposed

California State Retirement Life Payments Act and suggest-

ing that it would be appropriate for the Board of Governors

to issue a statement as to whether member banks and Federal

Reserve banks would be warranted in refusing to handle com-

pensation warrants issued under the Act.
"The Board of Governors desires always to be as help-

ful as possible to any organization of banks or bankers,

but for reasons which you will readily understand, it is
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"the established policy of the Board not to issue rulings

or express opinions upon abstract or hypothetical ques-

tions but only upon the basis of the facts of actual cases

in which the question presented is material. In view of

the fact that the proposed State Retirement Life Payments

Act has not become law, the question whether banks may

handle warrants issued under the Act is, of course, not

one with which the banks are as yet actually confronted,

and the Board feels that it would not be appropriate for

It to undertake to express any opinion at this time on

the question whether banks may handle these warrants.

"We regret that in the circumstances we are not in a

position to comply with the request which you have made."

Approved unanimously, together
with a letter to Mr. Edward Elliott,
Vice President, Security-First
National Bank of Los Angeles, Los
Angeles, California, reading as fol-
lows:

"This refers to your letter of September 3, 1938,
with regard to the proposed California State Retirement
Life Payments Act.

"Careful consideration has been given to your sug-
gestion that it would be appropriate for the Board of
Governors to issue a statement as to whether member banks

and Federal Reserve banks may legally handle compensation
warrants issued under the Act, and there is inclosed here-
with for your information a copy of a letter which the

Board is today addressing to Mr. Krick, President of the
California Bankers Association, in response to a similar
request from him. We regret that for the reasons indi-
cated in our letter to Mr. Krick we are not in a position
to comply with your request."

Letter to Mr. Worthington, First Vice President of the Federal

Reserve Bank of Kansas City, reading as follows:

"There is inclosed a copy of a letter from Mr.
Hurshel E. Underhill, dated September 12, 1938, with
reference to obtaining a copy of the by-laws of the
Kansas City bank and of its Denver, Omaha, and Okla-
homa City branches.
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"There appears to be no objection to complying with

Mr. Underhill's request, and if you concur it will be ap-

preciated if you will furnish the Board the information

desired for transmission to Mr. Underhill."

APproved:

Approved unanimously.

Thereupon the meeting adjourned.

ce Chairman.

Assistant Secretary.

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




