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A leeting of the Board of Governors of the Federal Reserve Sys-
em was % |
held in Washington on Tuesday, April 13, 1943, at 10:30 a.m. i

PRESENT: My, Ransom, Vice Chairman
Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman

Mr. Smead, Chief of the Division of Bank
Operations

Mr. Paulger, Chief of the Division of
Examinations

Mr. Dreibelbis, General Attorney

Mr. Thomas, Assistant Director of the
Division of Research and Statistics

Mr. Vest, Assistant General Attorney

Mr. Cagle, Assistant Chief of the Division
of Examinations

Mr. Pollard, Assistant Chief of the Division
of Examinations

Mr. Sloan, Federal Reserve Examiner in the
Division of Examinations

Mr. Hammond, Chief of the Correspondence and
Publications Section of the Secretary's

Office
t
tion 0 he Tequest of Mp. Evans, there was presented for considera-
€ follows
By l°w1n8‘ Demorandum dated April 13, 1943, addressed to the
4 by ur,

for ¢ Smead on the subject of "Member Bank Reports on Deposits
Ompyy
tation of Required Reserves":

n .
dt%posjiz =8 recommended that when S-700, exempting war loan
Forn F.R Tom reserve requirements, becomes law, the Board's
the Fede;ai’u" 'Computation of Reserve to be Carried with
Dannep ingi Reserve Bank by Member Banks!, be revised in the
s“I)Dl:}.ed % Cated on the attached copy thereof. This form is
© the Reserve Banks and is used by them, in turn,

3 RASER




43443 = hly reports of
s t Yy
"as the basis of the weeklyfand ;:;:te?oganks for reserve
deposit g which they obtain from
Comput, at i

d
d a propose
telegram and &
- A proposed bject ar
er to Ehzu;‘zg:s:l Reserve Ba{xks ?ns:?.zc?ilons with re-
Spect, to'corresponding revisions :nBanks send to the 20;1' .
i i BLY: ose
®Posits whicp the Federal Res islong are prop
i that two rev ivide gross
forn p Wlll°be'1‘rklxzb;grst revision “Ould,gubdland deposits
demang g it s into two parts, n-ame}'?’the second revision
of p s?pgrslz '"Other demand deposits';
- Would aqq

1 owa ductions
epos' s!' to e e ae

Nar loan d t to the all ble d

from gross ¢

to reserve.
ts'! subject " rder
'Net demand deposi: in o
he seggndmizvi:ion 12 of cour(s)e n;;:s;f-igosal that
to 8ffectyate the prOViSi?nts) ogeg;zga{,ed from 'Other de-
'D d deposits of banks' be
lang dep

| ]
il in Mr. Thomas
Ositst ig discussed in some detail in

Inemm'm'l‘i'~1!!1, attached.n

Kk
rd should as
Ur McKeg raised the question whether the Boa

IQEmber

: rv o) oses with
ion purposes
dail reports for reserve computatl P

8 to submit Yy

xtra
i uld place e

i d by Mr. Smead since he thought it wo

M proposed by Mr.

the banks at a time

28 not,

WQrk on

[
a'g

dation.
s the Board approved Mr. Smead's recommen

ed
i orandum address
i, Smead! g suggestion, the following mem

to

w a<:<:olnpan' form——
dat f .
€ o Ap 1 ed the

eeting:
Tanduy op April 13, was read to the m e
revis

"In view of the enactment of S-70g :org:nk R mek FedelI;:l
SSsary in the reports submitted by memhe . Replis o e Be :
pesrve Banks and those submitted by the rve Be computmgd
Boarg 8lving figures of deposits for the guﬁal e report. wout
Teserye Tequirement s The simplest cha:_lf et el i
D inse;l-t the item of war-loan deposn..t auphd ap,an it
tlilon deductjon from gross demend deposits

e £

-
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"there are some other changes, which, if made, would prov:}de
ooeful and significant information for analyzing changes in
the Volume of deposits and in the reserve position of.member
banks, T4, would also save much work now spent on making
estimateg,

... .The additional date needed could be provided by a sub-
Uvision of the item of gross demand deposits to show sep-
o el demzand deposits of other banks and other deposits.

8 infol‘mation is needed for the following reasons:

"(1) 1t would provide monthly figures of deposits ex-
“Lusive of interbank deposits, by class of benk and by size
4 ¢ity. Because of the rapid growth in the volume of de-

» ©Specially at banks outside the leading cities that
by Weekly, these figures are particularly needed at
this time for the purpose of current detailed analysis of
dep931t Changes. At present we must rely for such analyses
:n “lormation for gross demand deposits, which include for |
he diffeprent g8roups of banks varying amounts of interbank
deposit’e" Since interbank deposits fluctuate differently
i Other deposits, the figures of gross demand deposits
:fly 8Lve a wholly incorrect impression of changes that ha\égt
o;‘k 2 place in the volume of deposits standing to the credi
brog;: ﬁe“eral public-~particularly when the figures are

own b e ‘

"( 2) Theya;:a.:nzf interbank deposits in the figure for
o artie ar group of banks can now be determined only by
ystem of estimstion based on other data. Be-
ack of data on interbank deposits other than

1y reporting banks, these estimates are some-

bany Subject to a wide margin of error. For example, a
of iy National City, Illinois, which holds a large volume
is {nterb deposits, is not a weekly reporting bank and
of JiRCIude among country banks in cities with population
th ke 15,000, This mskes the figures for deposits of

by SO of banks in the St. Louis district not comparable
Mith coppog

if

§ onding figures in other districts and of dubious
Cance,

1
i i ¢ its by classes
of ba;(lil ag‘;rrent figures of interbank deposits by

: i i ignificant. Al-
t S1ze of city are in themselves signif
wkelzkuih Tost of the inter)‘t:ank deposits are covered by t:eex
ceDtiZn:?port‘ing member banks, there are some importan

el&borate &
€ of the 1

O8e of W
$imes eek

Cay

The wide fluctuations that take place in interbenk
MPair the usefulness of single-day figures now re-

Weekly reporting member banks and for three or

deposi‘bs
Dorted by

Much 22%1 dates in each year by other banks. It would be

: ter to have dail average figures of interbank de-
%0sibe, whiop could be readily compited if the meaber bank
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Shzv%oir;s of deposits for reserve purposes were revised to

o S)erbank deposits separately.
divi dual bIn Special surveys of the reserve position of in-
deposit s hanks made from time to time figures for interbank
Other oo ave oﬁ_:en been needed and have to be obtained from
deteminuices, with considerable difficulty and with an in-
"Tha le loss in comparability.

having se iddltior‘lel item should be easy to report, as banks

books, uch deposits probably keep them separately on their

n
terh Thcel 81‘6‘?*- majority of country member banks have no in-
sert unone?°§lt5 and therefore they would merely have to in-
3L cay re in their reports. An examination of the December
Serve g5 .ssp?rts of State member banks in three Federal Re-
that about,rlcts (New York, Chicago, and Dallas) indicates
t"erbank d 5.per cent of the country banks would have no in-
haye SQmeePoslts to report. Moreover, many of those that do
account, g Interbank deposits have very few interbank deposit
those qaqon PoThaps only one or two. On the other hand, in

°8 where country banks hold a large amount of inter-

d 3 . . .
sub Jecngslts it is important to have adequate data on the
In
Wer Tesponse to a comment by Mr. Ransom that the banks generally

gy understaffed and that it would be necessary to make
0

d Case 4

t M order to Justify obtaining additional information beyond
Tequip ,

Wity q *d by the statute, Mr. Thomas said that the daily report sub-
e to th

p“tat . © Federal Reserve Banks by member banks for reserve com-

lon pyy.
Wity a POses haq always been reguired for two reasons--(1) to comply
€ law an

" theg,
lng
Ornlatic)n being
Port Sought and that, if it were not obtained in these re-
it

4 (2) to obtain information regarding trends. He went on to

the - .
Divlslon of Research and Statistics needed the additional

vio
t " uld be Necessary for the Division to continue to make es-
8

e o Would be far less reliable than information thus obtained.

So Sas
ald ¢ .
hat by using the daily report for a dual purpose it would

s R
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be ; ;
Possible to avoid asking for separate reports from time to time, and
the ; :
¥ the important, point was not so much that data was desired with re-
Spe : .
B0t 6o ‘nterbank deposits as it was that the other information to be

0
e "ould provide needed data between the call report dates.
Mr,

NcKee Suggested that possibly the weekly report received
fron banks

in 101 leading cities might be revised so as to obtain the

Cces
*&Y data ang the number of cities increased, if necessary. Mr.
Th

hat could be done but said that it would seem un—
desir

a -
ble to change a series of reports that had been obtained for al-

"R 25 Years,

g He further stated that the question of changing the
t::liereServe computation report had received consideration each time
Pt *ort was Fevised but that for some reason it never seemed pro-
£ .ious to make the additional changes now being proposed, and that the
Ulype to do &

N © had invariably been regretted. Mr. Thomas also said
hat, the Yerlont

T S Teceived from member banks in 101 leading cities con-
S informat,

q ion different from that included in the daily report un-
- diSCussion.

£ . Evans Stated that it was his understanding that the informa-
0 Whiah s

s ch it Was proposed to ask the banks to include in these reports
3.8 readily

Vallable. Messrs. Smead and Thomas confirmed this under-

Standing

After some further discussion, the
Board, wpon motion by Mr. Evans, unani-
OUsly approved the recommendation con-
taineq ip Mr. Smead's memorandum of April
13 and the proposed telegram and letter
&tached thereto » with the understanding

hat the matter would be cleared by Mr.
&¥ton with Chairman Eccles.
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Secretary's note: Following the meeting,
the telegram and letter referred to were sub-
mitted to Chairmen Fccles and were dispatched
With his approval to the Presidents of all the
Federal Reserve Banks in the following form:
The telegram read as follows:
n .
f‘nomvlew of law, effective today, exempting war loan deposits
Of Rer SSFVE requirements, Board's Form F.R. 414, 'Computation
bep EServe to be Carried with the Federal Reserve Bank by Mem-
anks', has been revised as follows:

m: Substitute the following for present item 1:
L. GROSS DEMAND DEPOSITS:
(2) Demand deposits of banksl/
(Corresponds to items 4 and 5 in Sched-
ule E of the quarterly condition report)
(b) Other demand deposits
(Corresponds to items 1, 2, 3 and 6 in
Schedule E of the quarterly condition
Sec . report) -
==tond, insert new sub-item 2(c), reading 'War loan de-
"Weeklyposits of United States Government'.
s p and Semi-monthly report forms furnished by you to member
. “OT their yse in reporting deposits should be amended ac-
Coveriigy;veesuggest that reports on revised forms be obtained

Apriy 15 k ending April 16 and semi-monthly period ending
Cludeq P but war loan deposit s should not, of course, be ex-
Tetten 00 'Net demand deposits' until April-13.

Porte i‘ follows, together with instructions regarding your re-
© Board on Foyms F.R. 413 and 422."

The letter read as follows:
n

Dutatizgere is_enclosed a copy of revised Form F.R. 414, 'Com-
b Mempey. & ReS€rve to be Carried with the Federal Reserve Bank
you Were >anks', This form contains the revisions of which
t'?—lt-:gréun advised by telegram on April 13. As stated in that
by Your merr, veekly and semi-monthly report forms furnished
Positg a to member banks for their use in reporting de-
Reports uld be amendeq to conform to revised Form F.R. 414.
Week en& the revised form should be obtained covering the
%5. € April 16 and the semi-monthly period ending April

Net, den Loan deposits should not, however, be excluded from
ad deposits! yntil April 13, 1943.
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1
B s‘The Board's Form F.R. 413, on which the Federal Reserve
moalnﬂt{h I‘lelpor'b summary figures of deposits to the Board twice a
]

N as bec::n amended to conform to revised Form F.R. 414.
of Wi{log revised Form F.R. 413 is enclosed and a supply there-

ciateq ife sent to you under separate cover. It will be appre-
Vised fomyou Wlll furnish the Board with a report on the re-
30, 19 43 beginning with the semi-monthly period ending April
Form F In addition, please furnish a report on revised
Sive, sy 12 COvering the period April 13 o 15, both inclu-
beginnin a report on old Form F.R. 413 covering the period
"Itg April 1 to 12, both inclusive.
for the Jgu be observed that revised Form F.R. 413 calls
tota] d unts of 'Other demand deposits!, rather than
having :mand deposits, of country banks located in centers
Plete re ggltmlatlon_“nder 15,000, However, the first com-
30, Shouﬁ)_d » Covering the semi-monthly period ended April
depOSits oi‘also show, separately, the amount of interbank
nyN such banks.

422, o change is being made in the weekly report Form F.R.

F.R, ngW}iVer, it is requested that separate reports on Form
12, bot h ie furnished covering the periods (1) April 10 to

Teserye r nc:!-usiVe’ when war loan deposits were subject to
When way. JaUiTements, and (2) April 13 to 16, both inclusive,
0an deposits were exempt from reserve requirements."

Mr,
ey Yorrill reported that he had just been informed by Mr.
©)

N the .
o, % the President had signed the war loan deposit bill S. 700,

* 3 the
adug Suggestion of M, McKee, the Secretary was authorized to

S€ the Ppecs
ea Fesldents of all the Federal Reserve Banks by telegram of

amendin he President and of the Board's action in
¢ Regulatim\ D as set

forth below. In this connection, it was

derst
ood tp :
3% each Federal Reserve Bank would print and distribute

Qopies
of
the amendment in its own district.

Upon motion by Mr. McKee, the following

:;g:z].‘utim was thereupon adopted by unanimous

BanksRezolved’ That Regulation D, Reserves of Member
Strikin € amended, effective April 13, 1943, by
€ out the period at the end of the first sen—

Paragraph (b) of section 2 thereof and

€nce of
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inserting the following: "and, until six months
:i‘ter the cessation of hostilities in the present

oir as determined by proclamation of the President

concurrent resolution of the Congress, no deposit

Payable to the United States by any member bank aris-
o Solely as the result of subscriptions made by or
s °Ugh. sucl:x member bank for United States Government
4 rzurltles issued under authority of the Second Lib-
q Y Bond Act, as amended, shall be included in net
.mand deposits or in time deposits which are sub-
Ject to reserve requirements.m

) Wr. Evans stated that he had requested the Secretary to put on
e docket

. for consideration at this meeting the question of having an
Sewer

: for the Federal Reserve System attend the forthcoming United

°0d Conference to be held at Hot Springs, Virginia, beginning

ey 3

8. § )

el € explained that the question had been raised with him by Mr.
and Ch .

, * “Mairman of the Federal Reserve Bank of Chicago, who had in-

quired W

he ‘

% ther there would be objection to Walter B. Garver of the re-
ch sta

5 L of that, Bank attending the Conference, and that he had in-

req

7 of
eslie Wheeler, Director of the Office of Foreign Agricultural

lation. .
ons ip the Departmen

obje x t of Agriculture, as to whether there would be
Ction :
r‘lrthe > 1f not, what procedure should be followed. Mr. Evans
T stat i
4 ®d that Mr. Wheeler had said it was very unlikely that Mr.

e

a in:i:::i:nbe Permitted to sit in the meetings without having received

S.Vstem 5 be e that, if it were felt desirable for the Federal Reserve

be e TePresented at the meetings, he thought that might possibly
A7 the Board, talcing the mabber up with Dean Acheson, Assist-

ferenc o State, who was handling the arrangements for the Con-
e,
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In Tesponse to a query by Mr. Ransom, Mr. Evans stated that he
88 not,
Prepared to make any recommendation at this time, but that he

had ¢ones
nsid

s ered the matter of sufficient importance to be brought to the
[}

Following a brief discussion, it was
8greed, at the suggestion of Mr. McKee, that
the matter should be left to Mr. Evans and

Chairman Eccles, with power to &ct on behalf
of the Board.

My, alrman
i McKee reported that recently he and Mr. Crowley, Chai
e Fede s ut
Tal Deposit Insurance Corporation, had met with the executive

Commt,y,
€e of
the National Association of State Bank Supervisors, and that

the th3 "
hings which had been suggested by members of the Association's

SXeeuty.
ve N

coxmnlttee was t
Paj

. hat the maximum interest rate which might be
n time
dhyg and savings deposits under the Board's Regulation Q be re-

ed fro
m 2.
. 1/2 to 1-1/2 per cent. He said thst Dr. Fugene E. Agger,
c s
hadrman of the exe

t
h&t when the
to 1 P

Ve
cutive committee of the Association, had stated

State of New Jersey had reduced the maximum interest rate

er ceng
) the Postal Savings System had made a similar reduction in

© applj
. Cable to postal savings deposits in the State and that he
T Agg

er) Wa
S Under the impression that the Postal Savings System would

do 1
kew g
e in
Tabe yq Other States where by State action the maximum interest
S redyc
Ostgy ode Mr, McKee went on to say that it was possible that the
Savings

S
its Ystem would also take similar action if the Board changed
Eg"lation

EXxee even though such action applied to the country as a whole,

he 1ims :
© limitation had been fixed at a lower rate by action of a
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ate legislature or State banking board. He said, however, that he
SSsuneq phat, the Board would not take action along these lines unless

"¢ Feqer 4l Deposit Insurance Corporstion agreed to do likewise with re-
Pect. to insureq banks which were not members of the Federal Reserve Sys-
- He further stated that he thought it was difficult to Justify the

Present TEXimum in view of the existing pattern of rates on Government
Securities and that, if any action were taken, he would see no reason
" Stop a 2 per cent but would be disposed to go to 1-1/2 per cent.
" *1%0 saig that some of the State bank supervisors attached consid-
“rable mportance to the matter because many of their smaller benks
"4 not afford to continue paying interest at the 2-1/2 per cent rate,
ang that 34 Was his g
Maty,

°F and that it be placed on the docket to receive consideration at a
l&ter date

uggestion that the Board have a study made of the

T« Ranson stated that he would not object to reducing the rate,
int

but,
" po ®d out that "interest rastes" was one of the subjects for

™an Eecles hag primary responsibility. He therefore sug-
8este .
; that Mr, Clayton teke the matter up with the Chairman and advise
t
&t the fieabers of the Board present at this meeting would welcome
a »
l“°‘°"Illmenclm-,;t

On that the pate be reduced,

... This disposition of the matter met
With the approvel of the other members of
the Boarq,

Secretary's note: Mr. Clayton subse-
duently reported that Chairmsn Eccles was
1ST¥ much in favor of the Board taking ac—
tion to bring about a reduction from 2-1/2
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to 1-12 per cent in the meximum rate that

might be paid on time and savings deposits

by insured banks, but that the Chairman
had no definite procedure to suggest ex-
cept that the case, including its relation-
Ship to the rate on postal savings, should
be well prepared, and that it should be
undertzken jointly with the Federal Deposit
Insurance Corporation.

Mr,

b Ransom then read the following memorandum addressed to him
¥ Mp,

Patlger under date of April 10, 1943:

calleng V. McLeod, Reviewing Exsminer for the F.D.I.C.,
Albap, S morning to say that the two national banks of
lateq J;0c°T81a, (the Albary Exchange National Bank, affil-
City anh the C. & S. National Benk of Atlanta, and the
knowy stional Bank, managed by J. T. znd W. B. Haley,.and
banyk cas the Coca Cola Bank) were giving up their nat:!.onal
being dmers and taking out state bank charters. This is
Change One for the purpose of being able to charge Ex-
aPpliegl S State banks they desire to be insured and have
t to the F.D.I.C. for deposit insurance. According
F.D,I.c -4, Mr. Crowley has told these banks that the
e WLl be unwilling to consider insuring them as
°°mmensurat,eunless and until they increase their capital

Pro With the business they are doing, as well as
Undepgg, for their prospective business in the future. I
that 34 o0 fTom Mr. McLeod that Mr. Crowley also told them

for the Was a mistake for them to withdraw from the System
Naty PUurposes mentioned and that they ought to remain as
Ol;lal banks
i} L
the j_nl::r' Yeleod saiqg Mr. Crowley had wanted us to know about
Sbout, it?ntions of these two banks and how the F.D.I.C. felt
is g Al{, Clyde Roberts, District Supervisor for the F.D.I.C.,
Mo o), today discussing the matter with the banks.
He al ® F.D.1.cC. will keep us advised."
S0 hange ¥

© the other members of the Board copies of recent stato-

€ the Tesources and liabilities of the two national banks

d to 4
ol Paulger's memorandum.

Mr, :
Nation Ranson Teported that J. T. Haley, President of The City

& gy
ok Albany, had called on him last September to discuss the
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::sf'bility Of the bank surrendering its national charter and of with-
"0g from the Federel Reserve System. At thet time, according to
e . I.lansom, Mr. Haley had estimated that the bank could increase its
imlngs from $18,000 to $20,000 a year by meking exchange charges.
* Ranson Said that, at, M. Haley's request, he had taken the trouble

to ana)
vz
® the bank's statement, and had pointed out to him that the

bﬁnk
coulq 3 .
nvest its idle cash in Government securities and thus in-

¢

Teage its earnin .

o 8s without resorting to the practice of charging ex-
Ange,

H o
© also said that he had pointed out the advanteages of mem-

bershi

P and '

$id had urged ur. Haley to give the matter most careful con-
ration

st before reaching a decision to leave the System. Mr. Ransom

a
80 that he hag al s . .
ident 8o discussed the subject with H. Lane Young, Pres-

°f The 044+
Geop, ® Citizens and Southern Netional Bank of Savannah, Savannah,
glia

» and
Fedep & member of the Federal Advisory Council from the Sixth
al

Res T '
ia e DlSt’rlct, because one of the Albany banks was affil-
®d with Mr, Young!
8
“Eeesteq 44 Hal
on his . €

%ay ho
Wity "€ and discuss the matter with his correspondent banks and

s bank. Mr, Ransom further stated that he had

Y when he was in Washington that he stop by Atlanta

I‘esj_den i .
taly t McLarin of the Reserve Bank, that he had subsequently
ed ws I
With
MI\. HBl

®¥, ang
Haley g that apparently he had made no impression on either Mr.

MI'- 2
UeLarin and had corresponded with both Mr. McLarin and

My, y .

o g °UNg with his argument that the Albany banks could make
n

Go

&Y by ¢ -
°Uowing a sound banking policy and investing idle cash

v
Srnmeng, securits
1es. He said that they seemed to think that
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“harging xchange was o highly profitable practice, that they would not

S, that there Wwas any other way to increase the earnings of the Albany
banks’ and that they both mentioned that the loans held by the banks were

i . . that
"8 liquigateq rapidly. Mr. Ransom indicated thet he had no doubt

e Albany banks had installed service charges, and that, while he recog-

Nizeq the fact that the

re was nothing the Board could do in the situation,
h

® Telt tpe matter was of sufficient importance to be brought to the
ki Stention, Particulerly in view of the pendency of the question
What

© do aboyt exchange charges under Regulation Q.

U, Ransom then stated that, inasmuch as he expected to be out
of i i
th Sy, for the next two weeks, he had requested that some time be

Set .
lde at, gy, meeting for a discussion of the ebsorption of exchange

e S -
%68 under Regulation Q, and that, while he had hoped to be in a posi
tion '

° meke 5 definite recommendation at this time with respect to Reg-

Ulation Q, h

© had conclyuded that the problem should be given further
Study,

He saiq that he had asked Mr. Hammond to prepare a factual state-
ment of '

the Problems rele

q * absorption of exchange charges, and payment of interest on
em?’nd deDOSits

varit to Regulation Q involving non-par clearance

> and that he had obtained a memorandum from Mr. Dreibelbis
T TeSpect, ¢ alternatives for correcting the absorption of exchange.
heSe

In

Fanda, e said, had been mimeographed and copies thereof » to-
$Sther it

h g COpy of Mp, Wyatt'

r s memorandum opinion dsted June 3, 1936,
gay :

a © itk definition of "interest" in section 1(f) of Regulation Q,
S wely

et "eMOTandum of his own dated March 26, 1943, describing the




579

13/43 e

Situation confronting the Board with respect to the absorption of ex-

Change Che_rges and recomnending certain action by the Board, would be

f .
Urnisheq each Board member.

¥r. Ransom then made substantially the following statement:
.. The absop tion of exchange is becoming an increasingly
e ficult, probiem a.ndfhas pizied the System in an embarrass-

€ Position because the provisions of Regulation Q in this
TeSpect have not been enforced. I feel that the Board has a
gr"fwe responSibility to defend par cleasrance, and the.xt anyl
?alll.lre to protect it would be & backward step, particularly

D View of tpe fact that banks in a majority of the States
2 oy Charge exchange.

I would 1ike the Board to consider the various courses
gi‘ action whichp might gg pursued and, after reviewing thehial-
t?mativess to decide whether action should be taken at this
tJ};me or whether nothing should be done. I do not bellev?

et the &rguments in favor of doing nothing are persuasive.
“Be obher hand, if it is decided to take action, it will
Locessary to advise the Chairmen of the Senate and Houzgi
tio S and Currency Committees what we plan jco do.. In ’a -
wi U It seens obvious that the moment we take action ‘t‘;?t
to g V€ a fight on our hands. The argument is made tlg .
ba ? @ything tpat would disturb banks as of today wou
ma:ly bimed, That would not worry me if we could take the
Shoter into coyrt, Some members of the staff feel that we
se o enforee Regulation Q as it stends, regardless of con-
mogances_ It seems apparent that unless something is done
note banks Will start charging exchange. However, we canin
o orooet substantial support from any quarter. Peo;.)Z.Letl
eﬁfocredit field would 1like to have the regulation strt:tc y
&bou'::c *d but, woy1g not support & movement to bring tha "
squo' The Chances are that the Board would not even g
Cia) gb from the F ederal Reserve Banks. Th:'larisfg:;!:gr—
E‘Jt Woulds Would be gled to have the regulation

co ot come out in the open in favor of it because
Frespondent, relationships.

that Ii)%p ite the fact the Board will stand alone, I trm{k
ang I 4y il be compelled to decide this problem prompt 3{
(1) ¢4 &tion should be taken for two reasons, name yé
It ang defend Par clearance and (2) to enforce Regulatloraxl 1.
I dOubtWhen & report is made to Messrs. Wagner-and §teag -
the Subjzzgt they would agree to introduce legislation on

OTeover, the Bureau of the Budget would
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Sio:ably Sa&y that it is a bad time to propose such legisla-

ing evertheless, the absorption of exchange is increas-

Fede ank operating costs and hurting the prestige of the
ral Reserve System.

Ur. McKee stated that he felt it would be advisable for the

Bo
ard ¢4 Consider what

e ind of a stetement it could make to the press so

at
he probyen would not assume s

uch great proportions from the stand-
Doint

of 3 :
8 Publjc relations, and thet the Board's approach should be to
&y ¢

hat i .
S action was not, directed against small banks charging ex-
ge opr
& making charges commensurate with services rendered, but that
e

Boarg
W
a8 opposed to the absorption of exchange, which constituted

the
Payment, .

iy °f interest on demand deposits and a violation of the law,
that it ther

t,10n efore had no alternative other than to enforce Regula-
Q.

Mr, -
he 800 dndicat e het thie spprossh world mun contber bo
Drines
by .rlnc;ple °f par clea
ilt,
anq ¢, ’
Par . that the System had never hesitated to espouse the cause of

rance on which the Federal Reserve System was

prohib::r:::: although he recognized that the Board had no authority to
w°UJ.€1 € no o:l.lber e frow charging exchange. He added that there
hay i jurisdi\]ei!tlon to making a statement to the effect that the Board
Cemeq. ¢tion in the matter so far as nonmember banks were con-
a\lthol‘itl;r;e:z:e.s‘:ated: however, that the Board ought to stick to the
Withtn Such in it by Congress and not try to alter a mechanism not
oy to uthority’ that the Board was concerned with the problem

the e
Xt :
Nt that it affected member banks, and that that was why
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haq
Telt that if this were fully explained to the public, together
vt th
® fect that the Board would not be interfering in matters beyond

%¢0pe of its authority, the public reaction would not be unfavorable.
e ¥r. Thupston pointed out that any statement which the Board

elease to the press on this subject would be of interest only to
“oTmed banker public because the general public was not interested

e i e g -
arance as such or in the restrictive provisions of Regulation

Qwy
h pe
SPect to the absorption of exchange.

Mr,
" Ransom repeated his statement that he was not ready today

Urge t
hat the Board give favorable consideration to the point of view
xpresSed

of o
1nlon
Whiy e)C"St'ing with respect to the whole problem. He sasid that,

0 his memorandum of March 26, 1943, because of the differences

€ he agre d
€d with Mr. Wyatt's opinion of June 3, 1936, it was im-

possibl to .
that Obtain g legal opinion in which all lawyers concurred, and

) &8 a
Matter of fact, issue had been taken with Mr. Wyatt's opinion

PanCIS
He o, Bromn, Solicitor for the Federal Deposit Insurance Corporation.
ent 4
n -
thag, th to say that in his approach to the problem he had assumed (1/
he

Bo
bougg rd would stand for par clearance and (2) that the Board was
by

th e
a © obinion of its counsel that the absorption of exchange was

tlon
Dosiy, of the 1aw prohibiting the payment of interest on demand de-
s,

Nr,
the B Ransom stated that as he had pointed out in his memorandum
arq

o ottt
probl,em £ (2) to take the problem to Congress, and (3) to take the
t

» in his Judgment, had three alternatives, (1) to continue to

K-
Be courts for judicial review, that he preferred the last

RASER

B S N S S~
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altemati"e and felt that Congress would also prefer it, that, if the

h&rd‘ took the matter to court, he felt it would win the decision, and
l:t ¥hile this course would involve delay there would also be delay
clud:e:ptlng to get legisletion through Congress. Mr. Ransom con-

Y Saying that whatever move the Board mede this time it should
Drepared to maintain its position end that it could ill afford to

I"’treat
Tegerdless of who intervened.

o U, McKee stated that he could not see that the question be-
e th

0 Board’ Namely, the enforcement of Regulation Q, necessarily
Olved t
he broader question of par clearance, and he reiterated his

sltlon %
lt hat the Board should deal only with member banks and confine

8 a'ctlon to
e ruling that the absorption of exchange charges was a pay-
™ f intere

Reg 5t on demand deposits in contravention of the law and
“lation Q.

I R
Thoma this point, Messrs. Thurston, Smead, Paylger, Dreibelbis,
s

meetin’,v::Z’ Cagle, Pollard, Sloan, snd Hammond withdrew from the
62 : the action stated with respect to each of the matters here-
Sferred to yag then taken by the Board:
ery es:: Minutes of the meeting of the Board of Governors of the Fed-
® Systen held on April 12, 1943, were approved unanimously.

Let
°f Ha. ber to the board of directors of "The Hill County State Bank
Vren

bersm ’ Havre, Montana, stating that, subject to conditions of mem-

Rump
®red 1 to 3 contained in the Board's Regulation H, the
&Ppro
Sery Ves the bankts application for membership in the Federal Re—

€S$
st
Res%v M and for the appropriate amount of stock in the Federal
&
Barlk of ermeapol:].s.

o

T —

e R

R ——

e e e e B i o

o o

l
|
|
)
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The letter also contained the following
Special comment:
becom:In View of the fact that Northwest Bancorporation will
miggy, 2 holding company affiliate of your bank upon its ad-
Ha ben t? membership, the Federzl Reserve Bank of Minneapolis
is .isSen informed that before stock in the Federal Reserve Bank
corpo Ued t0 your bank it will be necessary for Northwest Ban-
ration to comply with any conditions to the issuance of
al voting permit entitling it to vote the stock which
Or controls of your bank."

& geney
Owng

Approved unanimously, together with
& letter to Mr. Peyton, President of the
lf‘tideral Reserve Bank of Minneapolis, read-
1ng as follows:
L
appro;Tehe Board of Governors of the Federal Reserve System
Havper o, °N® application of 'The Hill County Stete Bank of
Serve a..o're Montana, for membership in the Federal Re-
enclog gstem, subject to the conditions prescribed in the
°¢ letter which you are requested to forward to the
letteroa Directors of the institution. Two copies of such
and tpe o, 2180 enclosed, one of which is for your files
SuPerintOther of which you are requested to forward to the
informatiggent of Banks for the State of Montana for his

"The Bc;

i‘esDect t ard has not prescribed a special condition with

0 increasing the number of directors .or otherwise
Pequi 8 the number of directors into conformity with the
Ulrement

Pelt tpar v o Of the articles of incorporation, as it is
tive matt, he matter is more appropriately an administra-
In thig .oF than one requiring a condition of membership.

are p.o SOhNection, however, it has been noted that efforts
that, °ing made to obtain two additional directors and
aDDroprisstlsfaCtOry additions cannot be obtained other

"B ; € steps will be taken to remedy the situation.
Mi!meapsl?re issuing stock in the Federal Reserve Bank of
&re reqy 18 to 'The Hill County State Bank of Havre', you
Porats o e}slted to satisfy yourself that Northwest Bancor-
R 85 complied with any conditions to the issuance
Whicy 34 Lok Voting permit entitling it to vote the stock
¥Ms or controls of such benk."

Tel
.Reserv °Eram to yr. Coffey, Federzl Reserve Agent at the Federal
. e g

"k of Uinneapolis, stating that, subject to the conditions

e

T

e g T

B WS R
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::tzorth in the telegram, the Board of Governors of the Federal Reserve
Pr .m.authOrizeS the issuance of a generasl voting permit, under the
t:::i:;ls of section 5144 of the Revised Statutes of the United States,
i Orthwest Bancorporation » Minneapolis, Minnesota, entitling
"83ization to vote the stock which it omns or controls of "The

11 ¢q
g Wty State Bank of Havre", Havre, Montana, at all meetings of

&reholg
e ®rs of such bank, and that the period within which a permit
¥ be
8
M A Sued Pursuant to the authorization contained in the telegram
imite
o d to 30 days from the date of the telegrem unless an exten-

tey 8§ granted by the Board. The conditions contained in the

®8ram
upon which the permit was authorized were as follows:

Prior to
€rein

> ap
dul_)licate
Plcant o
1Ssuance o

ssuance of general voting permit authorized

pPlicant shall execute and deliver to you in

an agreement in same form as that which ap-

ecuted on May 14, 1942, as a condition to

{ permit dated May 25, 1942.

P .

h:;:; to issuance of generzl voting permit’ authorized

Exhips, “PPlicant shall deliver to you in duplicate

of W 1t L (Form P-3) executed by Citizens State Bank

dterville, Waterville, Minnesota, and Exhibit N

CitiZeP ~4) executed by applicant and consented to by
Uiy State Bank of Waterville, or furnish assur-

exhibi:atlst‘actory to you that it will deliver such

eral S to you within 30 days after issuance of gen-

Voting permit authorized herein.

P .

vgt?r o or simultaneously with issuance of general

statngpemit authorized herein, "The Hill County

mit teq ank of Havre", Havre, Montana, shall be ad-

The o Yo membership in the Federal Reserve System.

egr

o also stated that the Bosrd had zpproved the application
a TRk
8

Set forg},

Op ‘nEmbe

P referred to in condition 3 subject to certain conditions

M 2 letter being sent to the bank today.

Approved unanimously.

i

——

el —p——y—

E—

= g
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i Letter to Mp, Paddock, President of the Federal Reserve Bank
oL Bo
Ston, reading as follows:

submi:f"eference is made to your letter of March 26, 1943, 2

H°lyokeing the request of the Hadley Falls Trust Company,
ment, Of:.Massac{msetts , for approval of a plan for adjust-
Bar yay its c?.pl'bal structure involving reduction in the
$400 Ooge of its preferred stock 'A' from $1,000,000 to __
3250’000 and the par value of its preferred stock 'B' from ;
of mémb t°‘$125 ,000, You also recommend that condition

Ject beers?lp numbered 28 to which the member bank is sub-
be give Walved or modified and suggest that consideration

n to s : .
bereq 10.m°dif10ation of its condition of membership

n
wily iﬁg accordance with your recommendation, the Board

substanterms@ no objection to the consummation of the plan
appl‘opriat Y as submitted, provided prior approval of the
= € State authorities is obtained and Counsel for

Pect g inr"e Bank is to be satisfied as to the legal as- {

tion, Volved. Also in accordance with your recommenda-

Which € Board cancels condition of membership numbered 28

Teads as follows:

Bani 'Holders of preferred stock issued by the

shall be entitled to dividends only on the !

of the par value of the stock, and such !

shall not be retirable at a premium over

emeabove,- its par value plus accrued dividends,

Pb out of net profits and only if and when

d .
tﬁ:mign;?‘,“sable by the board of directors of

“with
n r
tumbered

e ———— e N

‘ basig
| St()ck

eSpect to modification of condition of membership |
® agore 9 1t is noted that, after consummation of the plen,

%75,000 8ate par value of the bank's capital stock will be

out 3, . 20 surplus will amount to $200,000. As you point
ficultizour letter, the condition presents no present dif-
st&ndards and, as you know, the condition was one of the
Sdmit e §°“ditions at the time the subject institution was
Ject to 4 © membership and a number of other banks are sub-
Boarq i8 ne In view of the circumstances, therefore, the

Mot modifying the condition."

P G e

Approved unanimously.

f RASER
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Thereupon the meeting adjourned.

App!‘o ods o —

. Vi\e Chairman.

586

Secretary.






