
FEDERAL RESERVE BOARD 2 7 8 
X-4578 WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

A p r i l 6, 1926. 

SUBJECT: Member Banks Borrowing Continuously a t Federa l Re-
serve Banks. 

Dear S i r : 

In o rder t h a t the r e p o r t s submit ted in response to 
t h e Boa rd ' s l e t t e r S t .4645 of September 15, 1925, showing member 
banks which were borrowing from the Federa l r e s e r v e banks con-
t i n u o u s l y f o r one year or more, may be brought up to December 31, 
1925, i t w i l l be a p p r e c i a t e d i f you w i l l k ind ly f u r n i s h t h e Board 
wi th a s t a t emen t showing the in format ion c a l l e d f o r by t h e a t t a c h e d 
form f o r a l l member banks which were borrowing con t inuous ly from 
your bank dur ing 1925. 

The d a t a r e c e i v e d i n r e sponse to t h e Board ' s l e t t e r of 
September 15 show t h a t f o r t h e System as a whole t h o r e were 588 
member banks which on August 31, 1925, had been borrowing con-
t i n u o u s l y from the Federa l r e s e r v e banks f o r a t l e a s t one yea r , 
and r e p o r t s subsequent ly r e c e i v e d from t h e r e s e r v e banks i n d i c a t e 
t h a t 150 of the cont inuous borrowing banks were in (••&. over -ex tended 
or u n s a f e c o n d i t i o n on November 1, 1925. This l eaves 438 banks 
which were no t m a t e r i a l l y over -extended, bu t which had been 
borrowing from t h e Federa l r e s e r v e banks con t inuous ly f o r a t l e a s t 
a y e a r , and of t h i s number 129 had been borrowing con t inuous ly 
s i n c e 1920. 

While the Board r e a l i z e s t h a t excep t iona l c i rcumstances 
may in some cases exp la in t h e cont inuous borrowing of banks f o r a 
year or more, good banking p r a c t i c e d i c t a t e s t h a t every member bank 
should o b t a i n t h e c a p i t a l i t r e q u i r e s f o r c a r r y i n g on i t s b u s i n e s s 
from i t s s t ockho lde r s and t h a t normal ly i t should r e s o r t to borrowing 
f o r seasona l purposes on ly . With t h i s in mind i t w i l l be a p p r e c i a t e d 
i f you w i l l k i n d l y f u r n i s h us wi th in fo rmat ion supplementing t h a t 
r eques t ed above, showing (a) those banks borrowing con t inuous ly dur ing 
1925 which in the opinion of the Federa l r e s e r v e bank o f f i c i a l s w i l l 
p robab ly be a b l e t o l i q u i d a t e t h e i r indebtedness dur ing t h i s y e a r , (b) 
banks which a r e a p p a r e n t l y ope ra t ing wi th too small a c a p i t a l account , 
thus making i t neces sa ry f o r them to r e s o r t to borrowing f o r t h e 
purpose of c a r r y i n g on t h e i r normal b u s i n e s s , and (c) banks which 
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c a r r y a f a i r l y s u b s t a n t i a l amount of United. S t a t e s s e c u r i t i e s or of' 
o t h e r bonds and s tocks in t h e i r p o r t f o l i o s , or which make s u b s t a n t i a l 
loans in o the r ccarauriit ies, and a p p a r e n t l y borrow from the Federa l 
r e s e r v e bank f o r tne purpo'ge of making a l a r g e r p r o f i t than would be 
ob ta ined i f t he s e c u r i t i e s or ou t s ide loans were l i q u i d a t e d and the 
borrowings p a i d o f f . The above in fo rma t ion may be f u r n i s h e d by 
i n d i c a t i n g on the s ta tement c a l l e d f o r in the f i r s t pa ragraph the 
group to which each bank belongs by the u s e of symbols appended to 
the names of the banks . 

The Board would a l so l i k e to know i n a g e n e r a l way to what 
ex ten t the wi thdrawal of d e p o s i t s has been the cause of member banks 
becoming cont inuous borrowers dur ing the p a s t two or t h r e e y e a r s , 
and e s p e c i a l l y whether the withdrawal of p u b l i c d e p o s i t s , t h a t were 
used in making l o a n s to l o c a l customers, has been an impor tant f a c t o r 
t h e r e i n . 

By d i r e c t i o n of the Federa l Reserve Board. 

Very t r u l y yours , 

J . C. Hoe l l , 
A s s i s t a n t S e c r e t a r y . 

LETTER TO CHAIRMEN OF ALL F.R.BANKS. 

Enclosure : 
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