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- SUBJECT: Reference t o Federal Reserve Bank Connections 
in Advertisements of P r i v a t e Bus iness . 

Dear S i r : 

The a t t e n t i o n of the Board was ca l l ed sometime s ince to a c i r c u l a r 
which had been sent out by a brokerage f i rm o f f e r i n g f o r s a l e stock in an o i l 

company. This c i r c u l a r begins , as fo l lows : 

"Would you join severa l Di rec tors of the United S t a t e s Federal 
Reserve Bank in a producing oil" e n t e r p r i s e ? " , and goes on to say 
"The P re s iden t , Mr . - , i s a Di rec tor of the United S t a t e s Federal 
Reserve Bank of the D i s t r i c t , which in i t s e l f i s a guarantee of 
the unusual cha rac te r of t h i s o i l -p roduc ing e n t e r p r i s e . " 

While the Board does not assume any j u r i s d i c t i o n over the business 
a f f i l i a t i o n s of any d i r e c t o r of a Federal reserve bank except in so f a r a s 

such connections may a f f e c t h i s q u a l i f i c a t i o n s as p rescr ibed in Section 4 of 
the Federal Reserve Act, i t has always en t e r t a ined the view t h a t no d i r e c t o r 

. o r o f f i c e r of a Federal reserve bank should permit h i s connection wi th the 
bank to be used in f u r t h e r i n g h i s p r i v a t e business or t he i n t e r e s t of any 
corporat ion wi th which he may be a s s o c i a t e d . 

The Board i s conf ident t h a t i t i s supported in t h i s opinion by the 
d i r e c t o r a t e s of a l l the Federal reserve banks, and i t s i n v e s t i g a t i o n of the 
p a r t i c u l a r case above r e f e r r e d to has demonstrated the f a c t t h a t t he d i r e c t o r 
i n .ques t i on did not sanct ion the r e fe rence to h i s connection wi th the Federal 
reserve bank in the a d v e r t i s i n g l i t e r a t u r e sent out , nor was the stock o f f e r ed 
f o r s a l e by t he corpora t ion with which he i s connected, but t h a t the stock 
o f f e r e d belonged to ind iv idua l holders and the use of t h e d i r e c t o r ' s name was 
made without h i s knowledge or consent . The Board i s informed a l so t h a t a f t e r 
h i s a t t e n t i o n had been ca l l ed to these c i r c u l a r s he demanded t h a t no more of 
them be sent out and t h a t he spent a cons iderable amount of money in c a l l i n g 
in the a d v e r t i s i n g ma t t e r which contained the improper r e f e r e n c e . 

In o rder , however, t o avoid any misunderstanding of the Board 's 
a t t i t u d e in t h i s ma t t e r , you a re requested t o lay t h i s l e t t e r be fo re your 
d i r e c t o r s a t t h e i r next r egu la r meeting in order t h a t i t may be understood thai: 
i t i s the view of the Federal Reserve Board t h a t no d i r e c t o r of a Federa l 
reserve bank (or of a branch) sha l l permit a r e fe rence to h i s connection 
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with the bank to be used f o r the purpose of adver t i s ing or promoting 
h i s p r i v a t e business connections, and t h a t any f a i l u r e or neg lec t 
on the par t of a d i r e c t o r to prevent or to stop re ference t o h is 

o f f i c i a l pos i t ion in advert isements of a p r iva te business w i l l be 
deemed s u f f i c i e n t cause f o r ca l l i ng upon him to sever h i s connection 
e i t h e r with the business so adver t i sed or with the Federal reserve 
bank. 

Very t r u l y yours, 

Governor. 
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