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

System was held in Washington on Thursday, January 5, 1939, at 11:30

a. in.

PRESENT: Mr. Eccles, Chairman
Mr. Szymczak
Mr. McKee
Mr. Davis
Mr. Draper

Mr.. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

The action stated with respect to each of the matters herein-

after referred to was taken by the Board:

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

Federal Reserve System held on January 3, 1939, were approved unani-

mously.

Kr. Morrill reported that the Comptroller of the Currency today

issued a call on all national banks for reports of condition as at the

close of business on December 31, 1938, and that, in accordance with

the usual practice, a call was made on behalf of the Board of Governors

of the Federal Reserve System today on all State member banks for re-

ports of condition as of the same date.

The call made on behalf of the Board
was approved unanimously.

Letter dated January 4, 1939, to Mr. Day, President of the

Federal Reserve Bank of San Francisco, reading as follows:
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"In response to the inquiry in your letter of De-
cember 27, I may say that the Board has not contemplated

making any press statement in regard to the Spokane Branch
but sees no objection to your giving out a statement, if

you wish to do so, that your bank has been advised that
the Board of Governors of the Federal Reserve System has

approved the recommendation of the directors of the Fed-
eral Reserve Bank of San Francisco that the Spokane Branch
be not reestablished at this time."

Approved unanimously.

Letter to Mr. Prager Miller, President, New Mexico Title Company,

Albuquerque, New Mexico, reading as follows:

"This refers to your request that the Board deter-
mine that New Mexico Title Company, Albuquerque, New
Mexico, is not engaged, directly or indirectly, in hold-
ing the stock of, or managing or controlling, banks, bank-

ing associations, savings banks, or trust companies.

"The Board understands that New Mexico Title Company

was organized and is now operated primarily to aid in
financing the organization of a title insurance company

at a future date when sufficient capital has been obtained;

that it owns 301 of the 500 outstanding shares of stock

of American Bank of Carlsbad, Carlsbad, New Mexico, a

State member bank, and 81 of the 225 outstanding shares

of common stock of Lea County State Bank, Hobbs, New

Mexico; that it acquired all or substantially all of

each stock in August, 1938, in connection with a plan

under which you withdrew funds which you had invested

in New :Mexico Credit Corporation, the former owner of

the stock; that New :Mexico Title Company holds such stock
merely as a temporary investment and intends to sell it

as soon as practicable; that it does not own or control

any other bank stock except ten shares of the stock of

First State Bank at Gallup, Gallup, New Mexico, recently

taken for credit on a debt previously contracted; end

that it does not manage or control any other bank.
"In view of these facts, the Board has determined

that New Mexico Title Company is not engaged, directly

or indirectly, as a business in holding the stock of,
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"or managing or controlling, banks, banking associations,
savings banks, or trust companies, within the meaning of
section 2(c) of the Banking Act of 1933, as amended, and,
accordingly, such company is not a holding company affil-
iate for any purposes other than those of section 23A of

the Federal Reserve Act.
"The Board reserves the right to make a further de-

termination of this matter at any time on the basis of the
then existing facts and if the facts should at any time
differ from those set out above to an extent which would
indicate that New Mexico Title Company might be engaged,
directly or indirectly, as a business in holding the stock
of, or managing or controlling, banks, banking associations,
savings banks, or trust companies, the matter again should
be submitted to the Board."

Approved unanimously for transmis-
sion through the Federal Reserve Bank of
Dallas.

Letter to Honorable Preston Delano, Comptroller of the Currency,

reading as follows:

"There are inclosed herewith copies of letters re-
ceived by the Board from The First National Bank of Glens

Falls, Glens Falls, New York, inquiring whether, under

the provisions of section 258 of the Banking Law of New

York, national banks in New York may use the word 'savings'

in connection with thrift deposit pass books and may ad-

vertise that they have savings departments and receive

savings deposits. We also inclose copies of correspondence
which we have exchanged with the Federal Reserve Bank of
New York on this subject since the receipt of the inquiry
from The First National Bank of Glens Falls.

"Section 258 of the New York State Banking Law pro-
vides that 'no bank, trust company, national bank, indi-
vidual, partnership, unincorporated association or cor-
poration other than a savings bank or a savings and loan

association shall make use of the word "saving" or
"savings" or their equivalent in its banking business,
or use any advertisement containing the word "saving"

or "savings," or their equivalent, ,nor shall any indi-

vidual or corporation other than a savings bank in any
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"way solicit or receive deposits as a savings bank'. It

is our understanding that the New York State Banking De-

partment, on the basis of an opinion by the Attorney

General of the State, takes the position that notional

banks must comply with the provisions of this section
but that the Department does not construe the law as pro-

hibiting banks from receiving and payin interest on ac-

counts represented by pass books if the term 'saving' or

'savings' is not used.
"In connection with a similar statute of California,

counsel for this Board in 1915 rendered an opinion that

the State statute prohibiting a bank from advertising

that it received savings accounts could not legally be

enforced against a national bank. This opinion is pub-

lished at page 18 of the 1915 Federal Reserve Bulletin.
Sections 19 and 24 of the Federal Reserve Act recognize
the right of national banks to receive savings deposits,
and for your information it may be said that counsel for

the Board of Governors is of the opinion that the con-

clusion expressed in the 1915 Federal Reserve bulletin

is applicable with respect to section 258 of the banking

Law of New York and that the provisions of this section

may not legally be enforced against a national bank in

New York.
"In view of the nature of the question, the inquiry

from The First National Bank of Glens Yells is referred

to you for such reply as you may deem advisable."

Approved unanimously.

Telegram to Mr. Day, President of the Federal Reserve Bank

of San Francisco, reading as follows:

"Chairman Eccles has received a telegram dated

January 1 from D. W. Twohy, President, Old National Cor-

poration, Spokane, Washington, as follows: 'In view of

early probability of commercial loan being made to pay

off RC and deferred depositors the Old National Cor-

poration which owns all of its stock except directors

qualifying shares respectfully request through its board

of trustees that you suggest to Old National Bank and
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"'Union Trust Company that annual stockholders meeting

scheduled for January tenth be postponed thirty days in

order to allow sufficient time to complete details of

loan Please wire reply.' Please advise Mr. Twohy that

Board considers the postponing of annual stockholders

meeting is not a matter for its determination and ac-

cordingly does not consider it appropriate to suggest

to Old National Bank and Union Trust Company that meet-

ing scheduled for January 10 be postponed."

Approved unanimously.

Letter dated January 4, 1939, to Mr. Leach, President of the

Federal Reserve Bank of Richmond, reading as follows:

"Reference is made to your letter of December 12

in regard to the stock of new Federal Reserve notes of

the 1928 series held at the Charlotte Branch.

"In view of the limited vault space at the Charlotte

Branch, and of the cost of shipping these notes to the

head office, the Board will offer no objection to their

cancellation and shipment to V.ashington for destruction.

In answer to your inquiry, should legislation be obtained

authorizing the Treasury to replace Federal Reserve notes

of the 1928 series with notes without the gold clause,

it is assumed that such authorization would include notes

destroyed under the conditions set forth in your letter,

provided an adequate record is kept of the serial numbers

by denominations of the notes canceled."

Approved unanimously.

Letter to Honorable Preston Delano, Comptroller of the Currency,

prepared in accordance with the action taken at the meeting of the Board

on December 20, 1938, and reading as follows:

"Air. Upham's letter of November 25, 1938, which trans-

mitted the request of the employees of the Federal Reserve

Issue and Redemption Division of the Office of the Comp-

troller of the Currency to be reinstated as members of
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"the Retirement System of the Federal Reserve Banks, has
been brought to the attention of the members of the Board

and has been considered at a meeting of the Board.
"Prior to December 1936, these employees were carried

on the payroll of the Board of Governors under appointments

made by it at the request of the Comptroller of the Cur-

rency and were regarded as Board employees in a technical
sense. As Board employees, they were admitted to member-
ship in the Retirement System of the Federal Reserve Banks,

which was established for employees of the Federal reserve

banks and the Board of Governors.
"In making the present arrangement, under which ap-

pointments were no longer to be made by the Board of Gover-
nors and the employees were not to be carried on its
payroll, the fact was recognized that this would result
in the termination of their membership in the Retirement
System when the transfer became effective and, for this

reason, each employee in the division who was a member

of the Retirement System was advised by letter, with the

approval of the Comptroller of the Currency, on November

25, 1936, that his transfer to the payroll of your office

would terminate his participation in the Retirement Sys-

tem of the Federal reserve banks. The employees of the

division who had contributed to the Retirement System were

refunded all their contributions with interest. It is

understood that the substantial increases in salaries sub-

sequently granted to employees of the division were largely

in consideration of the fact that they had ceased to be

members of the Retirement System of the Federal Reserve
Banks.

"Inasmuch as the situation has not changed from that

existing at the time the arrangement was made by which

these employees were transferred from the Board's payroll

to that of the Comptroller of the Currency, the Board does

not feel that it should submit to the Board of Trustees

of the Federal Reserve Retirement System the Question of

the reinstatement of these employees."

Approved unanimously.

Letter dated January 4, 1939, to the Presidents of all Federal

reserve banks, prepared in accordance with the action taken at the
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meeting of the Board on December 21, 1938, and reading as follows:

"Attached is a copy of a letter from Mr. Stewart
McDonald, Administrator of the Federal Housing Adminis-

tration, requesting that the Federal Reserve banks

assist the Federal Housing Administration by obtaining

such information for the Administration as it may re-

quest from time to time in regard to the experience,

reputation and financial responsibility of project

sponsors.
"In this connection, it is noted from the minutes

of the Conference of Presidents, held on Monday and

Tuesday October 24 and 25, that it was the consensus of

the Presidents that the Federal Reserve banks should com-

ply with requests of the Federal Housing Administrator

for credit reports but that charges should be made for

such reports in the amount of the actual expense in-

volved, the minimum charge for a report to be 41.

"The Board concurs with the view of the Presidents'

Conference that the Federal Reserve banks should cooper-

ate with the Federal Housing Administrator in furnishing

him from time to time such information as they may be

able to obtain in regard to the experience, reputation

and financial responsibility of project sponsors. The

Board does not feel, however, that the banks should

charge for inconsequential expenses incurred in comply-

ing with the request of the Administrator and feels that

the banks should not adopt the practice of making a mini-

mum charge of 41. It is understood, however, that or-

dinarily it requires the expenditure of a considerable

amount of time and expense to obtain the information de-

sired by the Federal Housing Administrator and under such

circumstances the Board feels that the Federal Reserve

banks should seek reimbursement on the basis of their

actual costs."

Approved unanimously, together with

a letter to Mr. Stewart McDonald, Adminis-

trator, Federal housing Administration,

prepared for the signature of Chairman

Eccles, and reading as follows:

"Receipt is acknowledged of your letter of hovember

25, 1938, in regard to the handling by Federal Reserve
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"banks of credit inquiries received from the Federal
Housing Administration.

"A copy of your letter has been farnished to each
Federal Reserve bank with a request that the Federal
Reserve banks cooperate with the Federal Housing Admin-
istration in obtaining such information as may be desired
regarding the experience, reputation, and financial re-
sponsibility of sponsors of housing projects."

Thereupon the meeting adjourned.

iiS004115.-ALLAIJOODA JET
Secretary.

Chairman.

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




