
A meeting of the Board of Governors of the Federal Reserve

SYstem was held in Washington on Friday, January 20, 1939, at 10:30

a. m.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymezak
Mr. McKee
Mr. Davis
Mr. Draper

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Nh.. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
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. Vest, Assistant General Counsel

There were presented telegrams to Mr. Young, President of the

Iede
ral Reserve Bank of Boston, Messrs. Kimball, Post and Hays, Secre-

t"ies of the Federal Reserve Banks of New York, Philadelphia and

Cl
eveland, respectively, Mr. YcLarin, Vice President of the Federal

Reserve Bank of Atlanta, Mr. Caldwell, Chairman of the Federal Reserve

13slik of Kansas City, and Mr. Hale, Secretary of the Federal Reserve

13ttk of San Francisco, stating that the Board approves the establishment

illith°ut change by the Federal Reserve Bank of San Francisco on January

17' by the Federal Reserve Banks of New York, Cleveland, Kansas City
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and San Francisco on January 19, 1939, and by the Federal Reserve

Banks of Boston, Philadelphia and Atlanta today, of the rates of dis-

count and purchase in their existing schedules.

Approved unanimously.

In accordance with the request made by the Board at its

meeting on November 22, 1938, members of the staff gave further con-

sideration to the possibility of amending the definition of "executive

°fficer" contained in Regulation 0, Loans to Executive Officers of

Member Banks, so that the regulation would not apply to inactive

°rficers who, in the light of the history and purposes of Section

22(g) of the Federal Reserve Act, might be regarded as not coming

within the purview of the statute, and under date of January 4, 1939,

the staff addressed a memorandum to the Board which read in part as

f011OWs:

"The staff has carefully studied this problem in

accordance with the Board's request and there is attached

hereto a draft of a proposed amendment to the definition
of the term 'executive officer' in Regulation 0, and of

a Proposed press statement on the subject, which could
be used if the Board desires to exempt those officers
having official titles but who do not participate in the

operating management of the bank and are denied authority
to do so.

"However, the staff is not in agreement that the

regulation should be amended. Some members of the staff

reel that the regulation should continue to apply to in-

active officers while others feel that such officers

should be excluded. Certain members feel that, even if

an amendment should be adopted, the president and the

cashier of a bank should be considered executive officers
In all circumstances, and some feel that any amendment
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"which it is feasible to adopt on the subject would not
be sufficiently comprehensive to justify any change.

"The law apparently contemplates a distinction be-
tween 'executive' officers and other officers; and it is
the feeling of some members of the staff that the present
regulation does not give sufficient recognition to this
distinction in that it applies to officers having certain
titles even when they have no executive duties and per-
form no executive functions. A review of this subject
indicates that the law was not intended to discourage
banks from having inactive or honorary officers but was
intended only to restrict and regulate loans to 'execu-
tive officers' of member banks.

"Unlike previous drafts, the attached amendment does
not specifically exempt inactive or honorary officers as
such but merely abolishes the arbitrary rule that all
persons having certain titles are executive officers and
substitutes a provision to the effect that persons having
such titles will be assumed to be executive officers, un-
less they are denied authority to participate and do not
Participate in the management of the bank."

The revised definition of "executive officer" submitted with

the -
memorandum was in the following form:

"(b) The term 'executive officer' means every offi-
cer of a member bank (regardless of whether he has an
Official title or whether his title contains a designa-
tion of assistant and regardless of whether he is serving
without salary or other compensation) who participates
or has authority to participate in the operating manage-
ment of the bank or any branch thereof. It will be
assumed that the chairman of the board, the president,

every vice president, the cashier, secretary, treasurer
and trust officer of a member bank are executive officers
except when a resolution of the board of directors or
the bank's by-laws deny any such officer authority to

Participate in such operating management and he does not
actually participate therein. The term 'executive offi-
cer' does not include a director or member of a committee
who is not also an executive officer within the foregoing
definition."

During the ensuing discussion, the suggestion was made by Mr.
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Devis that the problem might be solved more satisfactorily by defining

the term "executive officer" so as to exclude from the definition any

inactive officer of a bank who was also a director but who had no

authority or duties in connection with the operation of the bank other

than as a director. It was also pointed out that regardless of the

form of definition that might be used in the regulation the limitations

imPosed by the law effect a discrimination between member and nonmember

baaks.

At the conclusion of the discussion,
upon motion by Mr. Ransom, Mr. Davis was
requested to give further consideration to
the matter in consultation with the staff
and to submit a recommendation to the
Board.

Under date of January 11, 1939, Mr. Dreibelbis addressed a

'o rend to the Board in which he stated that there had been received

07er the signature of Senator Wagner, Chairman of the Senate Committee

n Banking and Currency, routine requests for reports on bills before

the Committee and that it appeared that the Board would continue to

1*eceive such requests during the current session of Congress as it

1184 done in other recent years. The memorandum requested advice as

to the practice to be followed in handling these requests.

It was agreed unanimously that the same

procedure should be followed during this

session as was followed during the last ses-

sion of Congress, under which the requests

were held without action unless it appeared

that there was aanethins in the situation
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surrounding a particular bill which made it
advisable to submit a prompt report and it

appeared that the Board had a definite posi-

tion which it desired to state, it being un-

derstood that Counsel's office would keep in

close touch with all banking legislation and

would submit to the Board for consideration a

report on any bill when it appeared that, be-

cause of its nature or any special considera-

tion that was being given to it by either

House of Congress, such a report should be

made upon request by a committee of Congress.

Mr. Ransom's request, Mr. PaulPer reported that Mr. Barrow

LY°11, n member of the staff of the Securities and Exchange Commission,

l'ecentlY called on Mr. Chamberlin, Federal Reserve Examiner who handles

matters in •the Division of Examinations relating to trust powers of mem-

ber banks, and discussed with him the manner in which such matters were

411dled by the Board. Mr. Lyon had advised Mr. Chamberlin, Mr. Paulger

said, that he was working on certain phases of the monopoly investiga-

tion 
being conducted by the staff of the Securities and Exchange Cam-

Inission and was interested in the investigation of trust departments

Of banks and, in that connection, would like to have copies of the

blank 
forms used by the Federal reserve banks in connection with the

eXe'rnination of trust departments of member banks. Mr. Paulger said

the 
blanks were furnished to Mr. Lyon and he returned later and in-

Of Mr. Chamberlin whether it would be possible for him to look

at
IseP°Its of examination to see how the auestions asked in the re-

Ports With respect to trust activities were being answered, to which
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Mr. Chamberlin replied that he would ascertain whether the request

could be granted. Mr. Paulger further stated that Mr. Lyon celled

also on Mr. Sloan, Federal Reserve Examiner, and stated to him that

it did not make a great deal of difference Whether the reports of ex-

emination were made available for the reason that it probably would be

necessary in any event for the Commission to make an investigation of

the trust departments of banks.

It was understood that should Mr. Lyon
make any further inquiry he should be ad-
vised by Mr. Paulger that if it was felt
that the information contained in the exam-
ination reports would be valuable in the
Commission's investigation the Board would
give the matter consideration upon receipt
of a request from the Commission that the
information be made available.

Mr. McKee inquired of Mr. Parry as to the status of an amend-

to Regulation T which was under consideration by the Division of

Secill'itY Loans and which would permit members of national security

"chanCes to make capital loans to other members of such exchanges under

certain conditions. Mr. Parry reviewed briefly the discussions with

l'e ard to the proposed umendment which he had had with members of the

Staff of the Securities and Exchange Commission, and stated that up

t0 the Present time they were not willing to approve the amendment;

hat he expected to discuss it with them again in the near future

" the hope that they would favor it in its present form, at least
1/1

Part; and that in any event he hoped to submit the amendment to

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



89

1/20/39 .7..

the Board in the near future.

Upon motion by Mr. Draper and by unani-

mous vote, Mr. Parry was requested to con-
clude his discussions with members of the
staff of the Securities and Exchange Commis-

sion as promptly as possible and to submit
his recommendations with respect to the
amendment of Regulation T to the Board for
consideration.

During the discussion of the above matter Mr. Goldenweiser,

tirector of the Division of Research and Statistics, joined the meet-

Mr.Davis stated that a revised draft of material for the an-

report of the Board for the year 1938 would be sent to the members

°t the Board this afternoon and that it would be appreciated if the

rilEtilbers of the Board would read the draft over the week-end so that

it could be discussed by the Board on Monday, January 23.

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

8nIsed, Parry, Dreibelbis and Vest left the meeting and the action

stated with respect to each of the matters hereinafter referred to

wele then taken by the Board:

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

441%1 Reserve System held on January 19, 1939, were approved unani-

lzkousiy.

Memorandum dated January 18, 1939, from Mr. Snead, Chief of

the Division of Bmik Operations, recommending that, for the reason
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stated in the memorandum, Miss Virginia T. Glazebrook be appointed a

stenographer in the Division, with salary at the rate of i1,320 per

flum, effective as of the date upon which she enters upon the per-

formance of her duties after having passed satisfactorily the usual

PhYsical examination.

Approved unanimously.

Memorandum dated January 9, 1939, from Mr. Noell, Assistant

Secretary, stating that on November 26, 1938, Mrs. Phyllis E. Stewart,

Secretary to Mr. Noell, fell on the ice at the southwest gate of the

8°11rd's parking lot on her way to the building and broke her arm, and

recommending that, for the reason set forth in the memorandum, the

Board Pay the cost of Mrs. Stewart's hospital and doctor bills in the

elliount of 1.12.90. There was attached to the memorandum a memorandum

rI*cla:Mr. Vest stating that if the compensation insurance subsequently

taken by the Board had been in effect at the time, Mrs. Stewart would

Ilave been entitled to benefit thereunder.

The recommendation was approved unani-
mously, with the understanding that the
payment would be charged to the item Medical

Service and Supplies in the General Budget
for 1939, and that such item would be in-
creased by that amount.

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

Minneapolis, reading as follows:

"Your telegram January 19. In accordance with action

taken by your Board of Directors on January 19 Board
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"approves payment of salaries to officers of your bank

during 1939 at rates in effect on December 31, 1938. Pro-

posed increases in salaries of Assistant Cashiers Preston
and Peterson will be acted upon after salary situation at
Your bank is reviewed with you by Board."

Approved unanimously.

Memorandum dated January 18, 1939, from Mr. Smead, Chief of the

Division of Bank Operations, submitting a letter dated January 13 from

Mr. Martin, President of the Federal Reserve Bank of St. Louis, which

requested approval by the Board of a change in the personnel classifi-

cation plan of the Louisville branch of the bank to provide for an in-

crease in the maximum salary for the position of "Head of Department"

°f the Credit-Discount Department from z;2,700 to ,;.,3,000 per annum. The

raenlorEuidum stated that the proposed change had been reviewed and recom-

Mended that it be approved.

Approved unanimously.

Letter to the board of directors of the "Merchants and Iarners

Banjo
Portsmouth, Virginia, stating that, subject to conditions of

Zembership numbered 1 to 3 contained in the Board's Regulation H and

the following special conditions, the Board approves the bank's ap-

Plieetion for membership in the Federal Reserve System and for the

ePPl'oPriate amount of stock in the Federal Reserve Bank of Richmond:

"4. Such bank shall make adeouate provision for depre-

ciation in its banking house and furniture and

fixtures.
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As soon as practicable, end in any event within six
months from the date of admission to membership,
such bank shall dispose of any loans which may be
secured in whole or in part by its own stock or ob-
tain the substitution of other adequate security
for each such loan.

Prior to admission to membership, such bank, if it
has not already done so, shall charge off or other-
wise eliminate estimated losses totalling V7,939.60
as shown in the report of examination of such bank
as of November 21, 1938, made by an examiner for
the Federal Reserve Bank of Richmond."

The letter also contained the follow-
ing special comments:

"It appears that the bank possesses, but, at the time
of its application for membership, Was not exercisinp:, cer-
tain powers not necessarily required in the conduct of a
banking business, such as power to guarantee the payment of
bonds. It appears also that trust powers have been granted
but are not being exercised. Attention is invited to the
fact that if the bank desires to exercise any powers not

actually exercised at the time of admission to membership,
lt will be necessary under condition of membership numbered
1 to obtain the permission of the Board of Governors before
exercising them. In this connection, the Board of Gover-
nors understands that there has been no change in the scope
Of the corporate powers exercised by the bank since the
date of its application for membership.

"According to the report of examination as of Novem-
ber 21, 1938, made in connection with application for
Membership, 676 shares of the bank's own stock were held
by the bank as collateral. In connection with condition
of membership numbered 5 it is understood that the bank
anticipates that it will be necessary to reduce at least
527 shares to possession, that plans have been formulated
to cispose of this number by distribution of 500 shares
to stockholders and the sale of the balance, and that
8tePs will be taken promptly to adjust the other loans
secured in whole or in part by the bank's own stock."

Approved unanimously, together with

a letter to Mr. Leach, President of the
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Federal Reserve Bank of Richmond, reading
as follows:

"The Board of Governors of the Federal Reserve System
approves the application of the 'Merchants and Farmers
Bank', Portsmouth, Virginia, for membership in the Federal
Reserve System, subject to the conditions prescribed in
the inclosed letter which you are requested to forward to
the board of directors of the institution. Two copies of
such letter are also inclosed, one of which is for your
files and the other of which you are requested to forward
to the Comuissioner of Insurance &, Banking for the Common-
wealth of Virginia for his information.

"Your examiner states that the managing officer, who
came to the bank about a year ago, is experienced and Evz-
gressive and that continued improvement may be expected
Wider his management, but that the board of directors is
not impressive and should be strengthened by an addition
of two or three active and successful business men. It
is assumed that you have this situation in mind and will
endeavor in cooperation with the active management to
bring about the strengthening of the directorate by the
addition of capable and interested individuals."

Letter to Mr. To H. Anderson, President, Park National Bank,

4o"xv.1,
-Lel Tennessee, reading as follows:

"Reference is made to your letter of December 31,
1938, addressed to Chairman Eccles, inclosing a copy of
a Proposed agreement with officers and employees of your
bank establishina a savings, or thrift plan.

"It is understood that the Comptroller of the Cur-
rancY has written you commenting on the plan and, inasmuch
as the matter is one which falls within the jurisdiction
Of the Comptroller rather than of the Board of Governors,

does not seam appropriate in the circumstances for
he Board to undertake to express any opinion regarding
it.

"We have read the proposed plan with a great deal
Of 

interest and we wish to thank you for giving us an
°PPortunity to examine it. We trust that you will under-
Stand the reasons why we are not undertaking to make any
specific comments concerning it."

Approved unanimously.
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Letter to to Mr. Martin, President of the Federal Reserve Bank of

St. Louis, reading as follows:

"Referring to your letter of January 13, 1939, the
Board of Governors will interpose no objection to the
expenditure of not to exceed 475,000 by your bank in
the installation of air conditioning and ventilating
equipment at the head office and the Louisville, Little
Rock, and Memphis branches.

"There is inclosed a copy of your letter of January
13 which was presumably inadvertently transmitted to us."

Approved unanimously.

Memorandum dated January 20, 1939, from Mr. Morrill

the Board had been advised of the selection by the boards of

Of the Federal reserve banks of the following members of the

AdvisorY Council for the year 1939:

"12141Pict

N. 1

No, 2

NO, 3

11'0, 4

NO, 5

N04 6

No, 7

Name and Affiliation

stating that

directors

Federal

*Thomas M. Steele, President, First National Bank and Trust

Company, New Haven, Connecticut.

Leon Fraser, President, The First National Bank of the

City of New York, New York, New York.

*Howard A. Loeb, Chairman, Tradesqlens National Bank & Trust

Company, Philadelphia, Pennsylvania.

T.J. Davis, President, First National Bank, Cincinnati,

Ohio.

*Robert M. Hanes, President, Iflachovia Bank and Trust Company,

Winston-Salem, North Carolina.

*Edward Ball, c/o Barnett National Bank Building, Jacksonville,

Florida.

*Edward E. Brown, President, The First National Bank of

Chicago, Chicago, Illinois.

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



1/20/3g

Di stri et

No. a

-13-

Name and Affiliation 

*Walter W. Smith, President, First National Bank in St.
Louis, St. Louis, Missouri.

95

*Sohn Crosby, Vice President, Fanners and Mechanics Savings
Bank of Minneapolis, Minneapolis, Minnesota.

No. 10 Sohn Evans, President, First National Bank Denver,
Colorado.

No. 11 *R. E. Harding, President, The Fort Worth National Bank,
Fort Worth, Texas.

No. 12 *Paul S. Dick, President, United States National Bank,
Portland, Oregon.

*Reappointed

ved:

Noted.

Thereupon the meeting adjourned.

Chairman.

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




