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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Thursday, July 11, 1940, at 11:00

a.m.

inafter

Federal

mously.

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

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 here-

referred to was taken by the Board:

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

Reserve System held on July 10, 1940, were approved unani-

Memorandum dated July 10, 1940, from Mr

].rig that Walter E. Paul be transferred from the

to the office of Mr. Szymczak as a stenographer,

present salary at the rate of $1,560 per annum,

16, 1940.

. Szymczak, recommend-

Office of the Secretary

with no change in his

effective as of July

Approved unanimously.

Memorandum dated July 8, 1940, from Mr. Goldenweiser, Direc-

tor of the Division of Research and Statistics, recommending that,

for the reason stated in the memorandum, Charles P. Kindleberger be

appointed as an associate economist in the Division, with salary at
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the rate of $4,200 per annum, effective as of the date upon which he

enters upon the performance of his duties after having passed satis-

factorily the usual physical examination. The memorandum also recom-

mended that the travel expenses for Mr. and Mrs. Kindleberger as well

as the freight charges on their household goods from Chateau d'Oex„

Switzerland to Washington, D. C. be paid by the Board.

Approved unanimously.

Memorandum dated July 9, 1940, from Mr. Nelson, Assistant

Secretary, stating that the Federal Deposit Insurance Corporation

had suggested that the Board employ two clerks on a temporary basis

to assist in the project of bringing together all available Federal

and State banking statistics in one publication being sponsored jointly

by the Board of Governors, the Comptroller of the Currency and the

Pederal Deposit Insurance Corporation, and that the Federal Deposit

Insurance Corporation would reimburse the Board for the salaries of

the two temporary employees. The memorandum recommended that in ac-

cordance with this understanding, Robert B. Martin and Miss Mildred

Milles be appointed on a temporary basis, for a period of not to ex-

ceed three months, as clerks in the Division of Research and Statistics

With salary at the rate of A140 and A120 per month respectively, ef-

fective as of the date upon which they enter upon the performance of

their duties. The recommendation was concurred in by Mr. Goldenweiser,
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Director of the Division of Research and Statistics.

Approved unanimously.

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

Bank of Chicago, reading as follows:

"In accordance with the request contained in your
letter of July 6, the Board approves the appointment of
S. T. Egertson as an examiner for the Federal Reserve
Bank of Chicago. Please advise us of the effective
date."

Approved unanimously.

Letter to the board of directors of the "State Bank", Glad-

brook, Iowa, stating that, subject to conditions of membership numbered

1 to 3 contained in the Board's Regulation H, the Board approves the

bank's application for membership in the Federal Reserve Systeni and

for the appropriate amount of stock in the Federal Reserve Bank of

Chicago.

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

Letter to the board of directors of the "State Bank of Carthage",

Carthage, Indiana, stating that, subject to conditions of membership

numbered 1 to 3 contained in the Board's Regulation H, the Board ap-

proves the bank's application for membership in the Federal Reserve

SYstem and for the appropriate amount of stock in the Federal Reserve

Bank of Chicago.
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The letter also contained the fol-
lowing special comment:

"While it appears from the report of examination for
membership that the bank has certain small accounts of a
fiduciary character, it is understood that the accounts
had not been considered as such by the bank and that there
are no plans to undertake the handling of general fiduciary

business. In view of the circumstances the application
has been approved on the same basis as if the bank were
not exercising fiduciary powers and should it desire in
the future to do so, other than to handle accounts of the
nature of those mentioned above, application should be made
to the Board in accordance with the provisions of condition
of membership numbered 1."

Approved unanimously, together with
a letter to Mr. Schaller, President of
the Federal Reserve Bank of Chicago, read-
ing as follows:

"The Board of Governors of the Federal Reserve Sys-
tem approves the application of the 'State Bank of Carthage',
Carthage, Indiana, for membership in the Federal Reserve
System, subject to the conditions prescribed in the en-
closed letter which you are requested to forward to the
Board of Directors of the institution. Two copies of
such letter are also enclosed, one of which is for your
files and the other of which you are requested to forward
to the Director, Department of Financial Institutions for
the State of Indiana for his information.

"In view of the fact that the amount of estimated
losses classified in the report of examination for member-
ship is small, the usual condition of membership regarding
the elimination of losses has not been prescribed."

Letter to Mr. Sihler, Assistant Vice President of the Federal

Reserve Bank of Chicago, reading as follows:

"Reference is made to your letter of June 18, 1940,
regarding the question raised by the Wisconsin Department
of Securities as to whether the Northern Bank, Milwaukee,
Zisconsin, a nonmember bank that has not filed an agreement
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"with the Board of Governors under section 8(a) of the
Securities Exchange Act of 1934 and section 5 of Regula-
tion T, may have violated these provisions by making cer-
tain loans to brokers and dealers.

"These provisions forbid certain borrowings by brokers
and dealers from nonmember banks who have not filed the
Specified agreement, but they do not forbid all such bor-
rowings. The prohibition does not apply unless (1) the
borrower is a member of a national securities exchange or
a 'broker or dealer who transacts a business in securities
through the medium of any such member', (2) the borrowing
is in the borrower's 'ordinary course of business as a
broker or dealer', and (3) the borrowing is on a security
(other than an exempted security) registered on a national
Securities exchange.

"While the provisions of the statute are phrased as
a prohibition against borrowing, the position of the lend-
ing bank as a participant in the transaction cannot be over-
looked and therefore it seems appropriate for the present
question to be handled in a manner similar to that worked
out for handling possible violations of Regulation U, as
set forth in the Board's letters of March 16, 1939 (S-149)
and June 3, 1940 (S-221).

"Since the question was raised by the Wisconsin au-
thorities and the matter is related to the general ques-
tion of bank examinations, it would seem advisable for
your bank, through Vice President Young in charge of ex-
aminations, to communicate with the Wisconsin banking
authorities with the thought that the matter might be
handled, as indicated above, in a manner similar to that
worked out for similar questions under Regulation U.

"In view of the fact that the Northern Bank is an
insured nonmember bank, we are forwarding a copy of this
letter to the Federal Deposit Insurance Corporation for
its information, and it is suggested that your bank sim-
ilarly advise the local Federal Deposit Insurance Corpora-
tion examiners.

Approved unanimously.

Letter to Mr. Chester T. Lane, General Counsel of the Securi-

ties and Exchange Commission, reading as follows:
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"This refers to your letter of July 2, 1940, addressed
to Mr. Wyatt, the Board's General Counsel, in which you ad-
vised that it has come to your attention that the Trust
Company of Georgia, a State member bank of the Federal Re-
serve System, has been requiring concessions in connection
With securities transactions, and that, before recommend-
ing to your Commission that it investigate the facts, you
would like to know whether the Board of Governors would
wish to conduct an investigation of the matter. The sub-
ject was discussed with you informally by representatives
of the Board of Governors on July 8.

"We appreciate your courtesy in bringing this matter
to our attention before recommending an investigation of
it by your Commission. We have communicated by telephone
With the President of the Federal Reserve Bank of Atlanta,
Mr. Robert S. Parker, who is temporarily away from Atlanta,
and he in turn has endeavored to telephone Mr. William
Green, your local representative in Atlanta, with regard
to the matter. He finds, however, that Mr. Green is at
Present also out of the city. Mr. Parker will communicate
With Mr. Green regarding the matter upon the latter's re-
turn to Atlanta, which is expected within a few days.

"We have requested the President of the Federal Re-
serve Bank of Atlanta to have a prompt investigation made
of the practices of the Trust Company of Georgia in respect
to the matters referred to in your letter and we will, of
course, be glad to advise you of the results of this in-
vestigation."

Approved unanimously, together with
a letter to Mr. Parker, President of the
Federal Reserve Bank of Atlanta, reading
as follows:

"Referring to the telephone conversations which Gover-
nor McKee had with you today, we are enclosing for your
information a copy of a letter dated July 2, 1940, from
the General Counsel of the Securities and Exchange Commis-
sion with reference to certain practices of the Trust Com-
pany of Georgia, together with a copy of the Board's reply.

"It will be appreciated if you will have an investi-
gation made of the facts of this matter as promptly as

may be practicable, advising us of the results. We are
informed that Mr. William Green, local representative of
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"the Securities and Exchange Commission with offices in
the Palmer Building, Atlanta, is familiar with this case,
and it is understood that you will consult with him re-
garding the matter before the investigation is undertaken."

Thereupon the meeting adjourned.
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