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A meeting of the Board of Governors of the Federsl Reserve

Vst
¥ was held in Washington on Friday, March 10, 1939, at 11:00
a, m,

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

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 Stetistics

Mr. Dreibelbis, Assistant General Counsel

Mr. Williems, Assistant Counsel

Mr, Thurston stated that Bugene S. Duffield, Assistant to the
ecret&ry of the Treasury, had celled on the telephone and stated that
tie se°retary of the Treasury desired to publish in the Treasury bulle-
! the holdings, classified as to maturities, of United States Govern-

®®CUrities of all insured banks, and would like to know whether

t

be g,
8
g *d would have any objection to the inclusion of the data cover-

th
f 9 holdings of State member banks which had already been sent to

e
r
®q%Ury, My, Thurston said that he had teken the matter up with

Srs,
h Smeaq and Goldenweiser, that they saw no objection to the pub-

Qati
. °R of the information, and that he did not see how the Board

d
% °bject because of the fact that it had sponsored the chenge in
b «

(
™ for call reports of condition of banks to provide for the
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i ss1 o of this information and the information covering the hold-
tgs of State member banks would appear in due course in the combined
"etber hapy call report issued by the Board. He added that Mr. Duffield
u infonned him that there was no objection on the part of the Fed-

s Deposit Insurance Corporation or the Comptroller of the Currency

° the Publication of the information covering the holdings of insured
OMmen g, and national banks, respectively, and that it was the inten-
Hon Of the Treasury to lump the maturity classifications for all

banks‘

It was agreed unanimously that the
publication of the information was de-
sirable and that Mr. Thurston should
advise Mr. Duffield that the Board would
interpose no objection thereto.

2 There were then presented telegrams to Mr. Kimball, Secretary
Frthe Federal Reserve Bank of New York, Mr. Leach, President of the
Femnﬁl Reserve Bank of Richmond, Mr. McLarin, Vice President of the
Hergy Reserve Bank of Atlanta, Messrs. Dillard and Powell, Secre-
"log Of the Federal Reserve Banks of Chicago and Minneapolis, re-
ectively, Mr. McKinney, President of the Federal Reserve Bank of

l&s
1 > 8nd Mr, Hale, Secretary of the Federal Reserve Bank of San
by

3nciseo’

stating that the Board approves the establishment without
(!h&n

8e
by the Federal Reserve Bank of San Francisco on March 7, by

the
F
®deral Reserve Banks of New York, Richmond, Chicago, Minneapolis
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an
4 Dellas on March 9, 1939, and by the Federal Reserve Bank of At-

lan
i t°dﬂy, of the rates of discount and purchase in their existing

SChedy] e,
Approved unanimously.
At Mr. Ransom's request that Mr. Williams advise the Board

% %o tpe existing situation with respect to the reorganization bill
Which Was pasged by the House of Representatives on lMarch 8, 1939, Mr.
Wens syageq that the bill had been rushed through the House of
eI)resentativas with only two emendments and that no emendments had

. Offereq to exempt any of the bank supervisory agencies from the
P2V stong of the bill. He also said thet the bill was sent to the
o *Mate Yesterday and referred by it to the Select Committee on Govern-
it Organization, wr. Ransom referred to the discussions at pre-
t ®Meetings of the Board when it was decided that the Board should
e ng action at the time with respect to the bill and inquired
:nether any member of the Board felt differently about the matter at
a Present time. All of the members of the Board agreed that no
°% 8hould be taken at this time but that the progress of the bill
" the Senat e should continue to be watched closely so that the Board
: U be in a position to teke any action that might appear to be

deei
T
le in the circumstances.

Reference was made to a memorandum dated March 8, 1939, from
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o Rans@n to which were attached three letters received from the
&rman 0f the Banking and Currency Committee of the Senate under

tate °f March 7 requesting an expression of the Board's opinion as

tgthﬁ'merits of bills S.170l1, to amend section 12B of the Federal

Ve Act, S.1684, to amend the Gold Reserve Act of 1934, and

S.169
6, to terminate the power to issue United States notes under the

p_mﬁ'sions of the Act of May 12, 1933. The memorandum requested that
theletters be brought to the attention of the Board so that a de-
Helo ®uld be reached as to what action, if any, was to be taken
n'eonnf’CtiOn with the requests.

Mr. Rensom stated that while the Board had taken the general
°M¢ion that it would not reply to routine requests for reports in

the
®sence of special circumstances, he felt the Board should con-
T T
Sid

er
. Whether the bills in question related to matters regarding which
t

i :
&ht be interested in making a report.

. Mr. Wyatt discussed briefly the purposes of the bills, stat-

8 th ‘
i 8% 8.1701 would enlarge the suthority of the Federel Deposit !
Iy

T
ce Corporation to waive claims on account of liability of

Sto ekh
. Olders of closed insured benks, that S.1684 would provide for

8 oo
1nage of gold coins and issuance of certificates redeemable in
g0) d

0 ' ®d that §,1696 would repeal the authority granted by the Act
: ey 15

» 1933, for the issuance of $3,000,000,000 of greenbacks.
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It was agreed unanimously that no report
should be made on S. 1701,

Messrs. Goldenweiser and Wyatt were re-
quested to prepare memoranda discussing the
merits of the other two bills and the ques-
tion whether reports on the bills should be
made, and it was understood that after the
memoranda had been considered by the Board
a decision would be reached with respect to
whether reports on the bills should be made.

Reference was made to the letter dated March 9, 1939, which was
Seng,
by Cheirmen Eccles after approvel by Messrs. Eccles and Davis, in

acco
dance with the action teken at the meeting of the Board on February

by
) 1939, and by Mr. Ransom, to Honorable E. D, Smith, Chairmen, Com-

ity
®® on Agriculture and Forestry, United States Senate, reading as
r011°w$:

"In response to your letter of January 28, 1939,
zg“ &re advised that the Board of Governors of the Fed-
Segl Reserve System does not favor the enactment of
& 8te Bill No. 1057, 'A Bill for the regulation and

habilization of sgricultural and commodity prices
ofr°ugh the regulation and stabilization of the value
the dollar, pursuant to the power conferred on the
hngreSS by paragraph 5 of section 8 of article 1 of
¢ Constitution, and for other purposes.’
g "A statement of the reasons for this view is con-
Bed in the inclosed memorandum."

The statement of reasons referred
to in the above letter read as follows:

Teq "From time to time the Board of Governors of the

Droeral Reserve System is asked to give its opinion about
raip°sﬂls to require some agency of the Govermment to
c°n58 the general level of prices and then to keep it

% Stant., Some would meke it the duty of the Board to

D this ang some would create a new agency for the pur-
98e. A1) would require that prices be comtrolled by
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"resulating the emount and cost of momney.
"Those who favor such proposals believe that prices

&N be raised by increasing the supply of money, that
Prices can be lowered by reducing the supply of money,
&nd that prices can be kept fairly steady by changing the
SUpply of money in the right direction at the right time.
“MSX believe that, if prices were kept fairly steady, we
- ld not have booms, depressions, and panics, business
h.u d run along on an even keel, and much suffering and
8rdship would be prevented.
i "The Board of Governors is in complete sympathy with
wae desire to prevent booms and depressions, and has al-
e V8 considered it its duty to do what it could to help
¢eomplish these results.
"Experience has shown, however, that (1) prices can-
€ controlled by changes in the amount and cost of
3 (2) the Board's control of the amount of money is
e Complete and cannot be made complete; (3) a steady
prorage_Of prices does not necessarily result in lasting
- SPerity; and (4) a steady level of average prices is
e Dearly as important to the people as a fair relation-
Drog between the prices of the commodities which they

uﬁe-and those which they must buy.
s Steady prices and lasting prosperity cannot be

Ught about by action of the Federel Reserve System
t Zne, btecause they are affected by many factors beyond

Control of the Federal Reserve System.

* frices do not depend on money alone

"Experience in recent years has shown that prices
at controlled by the amount or cost of money.
are If currency &lone is considered as money, the facts
rencclear end simple. There was $3,600,000,000 of cur- ]
the Y in the hands of the public, outside the banks, in
o 1§lddle of 1926 and about the seme emount in the middle
heg . -2 While at the end of 1938 the amount of currency
by t1DCreased to $5,700,000,000, If prices were governed
; the e @mount of currency, prices would have been &bout
‘ She, S&me in 1929 as in 1926 and would have increased
veiply by the end of 1938. The facts are that the
B 8ge of wholesale prices, expressed in an index num-
19 » Was 100 in 1926, 95 in 1929, and 77 in 1928. From
to 1929, there was no change in the amount of cur-
& Y but there was a drop of 5 per cent in prices.
ceg: 1929 through 1928, there was an increase of 60 per

in currency while there was & decrease of 20 per

lot b
Money

Qre T

I‘enc
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"cent in prices. Evidently cash and prices do not move
together,

"It is easy to understand why the emount of currency
does not control prices. Currency is not the principal
Means ysed by people in paying for what they buy. In fact,

1s the small change of business. Most people keep
only as much money in their pockets as they require for
theip day-to-day needs, such as car-fares, lunches, gaso-

Ne, and other items, and what they do not need they

®Posit at the banks. Business firms require currency
%0 meet, payrolls, stores to make change. Banks keep on

8nd only a reasonable supply to meet the demands of
their customers end send the rest to the Federsl Reserve
bankg,
"Because of the way we have come to use our currency,
chiefly for small payments, we cannot expect to raise
Prices op increase prosperity by the issuance of more
SUrrency either by the Tressury or by the Federal Reserve
: 8. Any surplus above the amount needed would only
e back to the Reserve banks. People can always get
the currency they need so long as they have deposits
raw on.

"But more than nine-tenths of the bills in this
Suntry are paid by checks drawn on bank deposits. There-
fore the deposits that the public holds in banks and can
USe as a means of paying for what it buys, as well as
the Currency outside of banks, need to be considered as
Money, Again the facts show clearly that the volume of
Money doeg not control the price level.

"The amount of demand deposits was $22,000,000,000

In Jype 1926, $23,000,000,000 in June 29, and $26,000,000,000
%t the end of 1938. As already stated, currency outside

o banks was $3,600,000,000 in 1926 and in 1929, and
3’5'700,000,000 in 1938, The smount of money, therefore,

138 lerger in 1929 than in 1926 and larger in 1938 than

In 1929, But what happened to prices? In 1929 they were

Per cent lower than in 1926; and in 1938 they were 23

°T cent lower then in 1926. This proves that factors
Tuite apart from the volume of money, i.e., of currency
g deposits together were influencing the price leVel.q

"There have been times when the amount of money and
Prices have changed together; btut ususlly they have not.

b they have moved together this may have been due to
the Tact that it tekes more money to do the same amount
ar business when prices are high than when they are low.

to g
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"Whether prices and the volume of money do or do not
Move together depends on many other conditions, such as
Weather and the size of harvests, inventions, foreign
trade, Govermment spending, taxes, wages, and the general
attitude of business. When people are venturesome and
®Xpect good times, they lay in supplies and this tends
O raise prices. When people are discouraged and expect
things o zo badly, they tighten their belts and buy as
1ttle ag possible. The demand for goods declines and
Prices ra1j. Usually other things have a greater in-
luence on prices than has the emount of money.
"Neither do prices depend on the cost of money.

Thisg @8lso has been shown by the experience of the last

0 years, The cost of money now is lower than it has
€Ver been at any time for which we have a record. This

S true not only of the rate at which the Govermment can
OTTow, and of the rate at which lerge corporations can
&% money in the money market, but also of the rate
fharged by banks to their regular customers. The aver-
82e rate charged by banks in 36 cities on their business
%8ns was around 5 per cent in 1926; it rose to over 6
Per cent in 1929, and fell to 3-1/4 per cent in 1928.
®deral Reserve discount rates in 1926 were 3-1/2 to 4
Per cent; in 1929, 4-1/2 to 6 per cent. In 1938 rates
Were 1 o 1-1/2 per cent. During this period when the
°08% of money was so drastically cut, prices went down
By 8bout omne-fourth.
"In view of these facts the Board finds it impossible
Yo believe that prices can be controlled by changes in

€ Volume and cost of money.

5 Eﬁigzal Reserve cannot completely control amount of money

"The Federal Reserve System, furthermore, does not
tannot have complete control of the amount of money
its use. It has an influence on the amount and when
Other things are favorable this influence can become ef-

ective, but there are many occasions when the System's
Powers are 1imited.

"As already explained, currency is not the most im-
Portant item in our business life, and the Federel Re-
S®TVe System supplies at all times the currency that the
Publie demands. If the Reserve System should engage in
SO-cal] eq open-market operations, that is, if it should
uy Govermment bonds, and if it should pay out Federal

ang
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"Reserve notes for them, as has been proposed in some of
the billg before Congress, this currency would come right
8ck to the Reserve banks and would serve no useful pur-

Pose,
"The Federal Reserve System has more influence on
the emount of deposits than it has on the amount of cur-
Teney, but there are limits to the System's influence.
€ System has power to give the banks more reserves by
UYing Government bonds. The sellers would receive checks
“hich they would deposit in their banke. The banks in
turn woylq deposit these checks in the Federal Reserve
8, thus increasing their balances which under the
law ere the member banks' legal reserves.
"At & time when things are going well and there is
8 demang for as much bank credit as the banks can supply,
DCreasing the reserves of the banks will usually increase
€ amount that they are willing and able to lend or in-
vest, As the banks lend or invest the money they can
P85S on to the public not only the smount of unused re-
®€rVes that they have, but all the banks together can
Pass op several times the smount of these reserves. This
18 because the banks are required to keep as reserves
°bly & portion of their deposits. The proportions are
ULferent for diffevent olasses of banks; but, at the
Present time, all the banks together can lend or invest
8%0ut six times as much as their reserves. (A detailed
*Xplanation of the way this works was given in the Board's
al Report for 1936.)
i "When conditions are such that banks lend or invest
;il the money they can, the Reserve banks by buying
"900:000 of Govermment securities can enable the banks :
9 llcrease deposits held by the public by $6,000,000. ’
Dditions, however, are not always such as to bring this
gPOUt- They have not been so for a number of years. The
edera] Reserve banks have bought more than $2,500,000,C00
: Vermment securities. There has been a large inflow
T 8014 from abroad, and the reserves of our banks have
;ncreaSed from about $2,700,000,000 in December 1933 to
’000,000,000 in Jamuary 1939. Deposits of banks, how-
Sver, have not increased in anything like the same pro-
Portion; because the banks.have not found it possible
© Use all the reserves they held. At this time they
&ve about $3,500,000,000 more reserves than the law re-
Tes and are not finding any way to use these reserves.
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"The Federal Reserve System can see to it that banks
have enough reserves to make money available to commerce,
1ndu5try, and agriculture at low rates; but it cannot
Méke the commercial banks use these reserves, it cannot
Make the people borrow, and it cannot make the public
Pend the deposits thet result when the banks do make

%8ns and investments.
* Steady prices do not assure prosperity

"Even if the amount of money did determine prices

8d even if the Federal Reserve System could determine
€ amount of money, experience shows that steady prices

Would not necessarily mean prosperity.

"It is true that violent changes in prices are harm-
Tal, 4 very rapid rise in prices results in speculetion,
Cimulation of inventories and in unsound undertak-
1“53, vhich later result in a collapse with falling prices,
aling business, and generesl distress.
"But thet does not meen that lasting prosperity is
88sureq When prices'are steady. We had fairly steady
Prices from 1921 to 1929; but during that period there
Wag developing a speculative situation which led to the
®llapse in 1929. It was during this period that billions
°T unsoung foreign loans were made; that expensive and
Soundly finenced apartment houses end office buildings
T€ erected far beyond the needs of the people; that
; otk prices rose to fantastic levels. It was during this
‘ Periog that the ground was prepared for the depression
*hi ch began in 1929 snd from which we have not yvet com-

-gietely emerged. An unchanged average of wholesale prices
One

in g¢

We

» therefore, does not assure the people of lasting

Drosperity. ¥hile prices are steble, destructive forces i
&y be at work that lead to panic and disaster. To re-
Mire the Board to be guided in its policies entirely or
szinCiP&lly by changes in the level of prices would pre-

Ut it at times from doing its best to serve the public

: Egi93i92§ of prices more important than average prices

"One reason why steady average prices do not assure
erity is that the average can be steady while prices
Some of the commodities that make it up change violently.
*Ple are more interested in the relation between the
Ce8 of what they produce and sell and the prices of
8t they buy and use than in the general price level.

PI‘o SP
Q
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"A farmer is interested not only in what he can get for
8 Products over and above the cost of production but
8ls0 in what he has to pay for the things that he needs

Y0 buy - how many bushels of wheat or pounds of cotton
1t takes to get a suit of clothes or & new plow. For
the industrial producer the cost of his raw materials
80d labor compared with the prices that his products
W11 fetch is what counts. To a wage earner or salaried
M40 the important thing is the relation between his in-
Come and the cost of livinz. Lven the ability of people
© Pay their debts does not depend so much on the average
®Vel of prices as upon the amount by which their net
lcome exceeds their 1iving expenses.
"A steady average of prices, furthermore, may cover
AP sharp movements in prices of important commodities
Upon whi ch large sections of the country depend. For
SXemple, from March to September 1937, while the average
9 Wholesal e prices was steady, grains declined by 19
ST cent and cotton by 38 per cent. Many people are
ed by averages. At the present time, with the aver-
3&e of all wholesale prices at 77 per cent of the 1926
Svel, Prices of famm products are at only 67 per cent,
Wh?le industrial commodities are at 80 per cent. Even
Prices of gifferent famm products differ widely. Cotton
1 8rain prices are 50 per cent of the 1926 level, while
Ivestock prices are 80 per cent.
% attempt to maintain a steady average of prices
. into serious difficulty in years when prices of
mome Commodities were forced up by drought, armament de-
and, op other things beyond the control of the monetary
?uth°ritY- When prices of industrial materials advanced
o 1936-1957, a steady average of prices could have been
3ntained only if prices of finished products had de-
W, Bed, and if that had occurred, it would have made it
Profitable to buy materials on a rising market with
% ® Drospect of selling finished products on a falling
3ket. This would have resulted in a slowing down of
nSlustl‘ial and building activity. Differences between
Price movements of raw materials and finished products

zere, in fact, sn important reason of the turn down in
‘8lness in 1937.

\B\I:x '
s "To summarize, the Board of Governors is in com?lete
MMPathy with the real purpose of the price-stabilizing

ould myp
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"bills, which is to prevent booms and depressions and
have business always on an even keel. DBut experience has
Shown that prices do not depend primarily on the volume
OT the cost of money; that the Board's control over the
Volume of money is not and cannot be made complete; and
that; Steady average prices, even if obtainable by official
8ction, would not assure lasting prosperity. The Board
*Xerts all its powers to provide a constant and smple

OW of money at reasonable rates to meet the needs of
Comerce, industry, and agriculture. In order to main-
an g lasting prosperity many other agencies of the-

Vernment, as well as many groups in the general public,
ik Cooperate, since policies in respect to taxation,
*XPenditures, lending, foreign trade, agriculture, and
abor all inflyence business conditions.
"The Board believes that an order by Congress to the
Or to any other agency of Congress to bring about
and maintain a given average of prices would not assist
Itt Would hinder efforts to stabilize business conditions.
“mugbu%d hinder, because the price average frequently
tn d indicate a policy that would work against rather
than for stability. Such sn order would also raise in

® Public mind hopes and expectations that could not be

Boapg

; Tealjzeq,
Lenelusion
i "In view of all these considerations the Board does
t1 favor the enactment of any bill based on the assump-

°h that the Federal Reserve System or any other agency

cregie Govermment can control the volume of money and

Doin t and thereby raise the price level to a prescribed
t and maintain it there."

Approved unanimously, together with
a letter dated March 9, 1939, to Honorable
Robert F. Wagner, Chairman, Committee on
Banking and Currency, United States Senate,
{ ! reading as follows:

e —————————— e e

"In response to your letter of Jamuary 10, 1939,

Te advised that the Board of Governors of the Fed-
eserve System does not favor the enactment of

Bill No. 31, 'A Bill to amend the Federal Reserve
» o restore and maintain a stable price level, and

you g
eral R
Sen&te
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n
'for other purposes', or any other legislation of this
8eneral character.

5 "A statement of the reasons for this view is con-
8lned in the inclosed memorandum.™

In connection with Senate Bill 31,
the following letter to Mr. E. H. Foley,
Acting General Counsel, Treasury Depart-
ment, was also approved unanimously:

"In response to the request conteined in your letter

:f Jamiary 23, 1939, there is inclosed for your informa-
be°n & copy of a report on S. 31 which I am submitting on

half of the Board of Governors of the Federal Reserve
sz:z:!z go Honorable Robert F. Wagner, Chairmen of the
ormittee on Banking and Currency."
Mr. Goldenweiser stated that the memorandum referred to in
¢ 8bove letters had been prepared with a view to its being used
. &nswering other inquiries received by the Board from time to time
:1 i respect; 1o price stabilization and inquired vhether there would
° tay Objection to the releese of the statement to the press and its
publicatmn in the Federal Reserve Bulletin.
: Mr. Davig pointed out that the report made by the Board on
he Barkley Trust Indenture Bill (S. 477) was not released to the i
zress 804 he rajsed a question as to the desirability of the adop-
: . by the Board of a generel policy relating to the publication
: TeROTLS sybmi tted by it to committees of Congress on proposed
le&iqation.

. It was agreed that where the report
deals with & specific bill the decision
as to whether the report should be made
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public should be left with the chairman of
the committee receiving the report, but that
where, as in the present case, there is a
memorandum dealing with the subject generally
and not relating to a specific bill the mem-
orandum, with the approval of the Board in
specific cases, might be released to the press
and published in the Federsl Reserve Bulletin.
In accordance with this agreement it
was understood that the statement enclosed
with the letter to Senator Smith would be
released to the press and included in the
next issue of the Federal Reserve Bulletin.

At this point Messrs. Thurston, Wyatt, Goldenweiser, Drei-

bi
S and Williems left the meeting and the action stated with re-

SPect
to each of the metters hereinafter referred to was then taken

% the Boarg:

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

odep
B Reserve System held on March 8, 1939, were approved unani-
Tougly,

Letter to Honorable Preston Delano, Comptroller of the Cur-
Peng
Y1 Teading as forlows:

N&ti' tranemitting a letter of February 1, 1939, from

o Onal Bank Examiner L. H. Sedlacek submitting several
o ®Stions relating to the contributions made by Bank
eérica National Trust & Savings Association, San

1sco, California, to Merchants National Realty Cor-

»
! 1939 "This refers to Mr. Upham's letter of February 8,

Franc

p:;“f‘ion. an affiliate of the bank, Mr. Upham and Mr,
5 acek refer to section 23A of the Federal Reserve
mittagd it is understood that the matter has been sub-
of te to the Board for rulings concerning the propriety
£ he contributions solely in the light of the provisions
that section. :
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"It is understood that on June 16, 1933, Merchants
Nationel Realty Corporation was an affiliate of Bank of
erica National Trust & Savings Association by reason

°f the bank's ownership of all of its common stock and
at such relationship has contimued unchanged. It is
S0 understood that since prior to such date Merchants
@ional Realty Corporation has been engaged in holding
80k premises of Bank of America National Trust & Sev-
1ngs Association. Mr. Sedlacek reports that subsequent
to Such date the bank has made the following contribu-
Ons to the affiliate: In 1933, 22 bank premises valued
gt $4:326,l20.46; between June 20, 1934, and December
tl' 1936, 32 bank premises velued at $3,410,474.34; be-
Ween March 20, 1935, and Januery 15, 1937, $3,125,000
on c@sh to reduce mortgage indebtedness on properties
c:ned by the affiliate; on October 7, 1935, 180,000 in
$6§h to purchase bank premises; on December 31, 1935,
1000 in cash to purchase a portion of a leasehold
igpP&rently bank premises); on May 13, 1936, $1,670,900.36
af cash to retire the outstending preferred stock of the
flliate; and on July 14, 1937, $5,875,000 in cash to
Purchase from Capitel Company real estate described as
ank premises'.
i "Section 23A of the Federal Reserve Act was enacted
18 8 part of the Banking Act of 1933, approved on June
On, 933, and smended by the Banking Act of 1935, approved
August 23, 1935, The first paragraph, which has not
Sen @mended, prescribes certain limitations upon the
OUnt of jts funds which & member bank may invest in
© capital stock, bonds, debentures, or other such ob-
88tions of an affiliate.
t1o "As originelly enacted, the third paragraph of sec-
See: 23A provided in part that the limitations of such
lon should not apply to any affiliate -

'(1) engaged solely in holding the bank
Premises of the member bank with which it is
affiliateqd:.
iy "The Banking Act of 1935 emended the law so thet

€Xception now reads as follows:

'(1) engaged on June 16, 1934, in holding

the bank premises of the member bank with which

it is affiliated or in maintaining and operat-

ing properties acquired for banking purposes

Prior to such date'.
of "H&ving been engaged in holding bank premises of Bank

AmeTica National Trust & Savings Association since prior

SER
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"to June 16, 1934, Merchants National Realty Corporation
¢learly has been within the exception since the law was
Smended. The affiliate need not have been engaged solely
in Performing the described functions on June 16, 1934,
R order to be within the exception. Accordingly, since
8ust 23, 1935, the contributions by the bank to the af-
filiate have not been subject to the limitations of sec-
tion 234,
"The question whether the contributions by the bank
Y0 the affiliate between June 16, 1933, and August 23,
1 S, were subject to the limitations of section 23A in=-
VOlves the question whether the affiliate was engeged
§91§£X in holding bank premises of the bank, a matter
Dot Commented upon by Mr. Sedlacek. If it were ascer-
Yalned that the afriliate was not engaged solely in
Olding bank premises of the bank during such period,
Y detemmination as to whether the contributions by the
80k $0 the affiliate were subject to the limitations
°T section 23A would require further consideration. In
SW of the action taken by Congress in emending section
A in 1935, you may, as a matter of policy, not desire
© Pursue the matter on the basis that the affiliate may
20t have been engaged solely in holding bank premises
Pror to sych emendment.
"It is trusted that the foregoing comments will sat-
1sfactorily di spose of Mr. Sedlacek's guestions in so far
i they involve section 23A. It is assumed that your office
88 or wily glve consideration to any effect which other
: &tutOry provisions governing national banks may heve upon
© Propriety of the contributions.”

Approved unanimously.
Letter to Mr. Young, President of the Federal Reserve Benk of
' Teading as follows:

1 "Acknowl edgment is made of your letter of March 2,
9%, with respect to the proposed writing off of five
Change Drafts aggregating {60.87, which have been out-
qWding for eight years or more.

"The Board sees no objection in principle to the
writing off of exchange drafts of relatively smell amounts

st

®0 such drafts have been outstanding for over eight years
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and the bank has no reason to believe that they will ever
® Presented for payment."

Approved unanimously.
Memorandum dated February 23, 1939, from Mr. Goldenweiser,

"80%0T of the Division of Research and Statistics, submitting for
qmroVal by the Board a plan for revising the Board's monthly series
gl custmner rates charged by banks in 36 cities which had been developed
i ®%0peration with the statistical departments of the Federal Reserve
A The Proposed changes were set forth in the memorandum and a
. of letter to the Federal Reserve banks regarding such changes

8
%0 attached to the memorandum.

Approved unanimously.

Thereupon the meeting adjourned.

Assistant Secretary.
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~ Chairman.






