
FEDERAL RESERVE BOARD 

WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6746 

October 29, 1930, 

SUBJECT: Bank Fa i lu res . 

Dear S i r : 

Refer r ing to Governor Meyer's telegram of 
October 18, 1930, there i s a t tached here to f o r your 
informat ion, copy of a l e t t e r which the Federal Reserve 
Board has today addressed to Mr. Clement H. Congdon 
of the Phi lade lph ia Sunday Transcr ip t , on the subject 
of bank f a i l u r e s . 

Very t r u l y yours, 

E, M. McClelland, 
Ass i s tan t Secre ta ry . 

Enclosure. 

(TO GOVERNORS OF ALL FEDEEAC, RESERVE BAMS) 
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X-6746-a 

October 29, 1930. 

Mr. Clement H. Congdon 
Sunday Transcr ip t 
329 Heal Es ta te Trust Building 
Ph i lade lph ia , Pennsylvania 

Dear Mr. Congdon: 

A number of the Federal reserve "banks have r e f e r r e d to the 
Board your l e t t e r of October t h i r t e e n t h r e l a t i n g to bank f a i l u r e s . 

In the f i r s t paragraph of your l e t t e r , you s t a t e that "during 
a l l the per iod of tj.me throughout which the Federal Reserve Bank 
System was being formed and developed i t was most s p e c i f i c a l l y and 
most p e r s i s t e n t l y i n s i s t e d tha t the System would make member banks 
f a i l u r e p roo f . " I t has never before been brought to my a t t e n t i o n 
tha t any one f a m i l i a r with the purposes of the Federal reserve sys-
tem, as l a i d down i n the Federal Reserve Act, has claimed tha t the 
system was designed to or could prevent a l l bank f a i l u r e s . The 
s ta tement , however, was f r equen t ly made a t the time of the passage 
of the Federal Reserve Act, tha t under the system no member bank 
with an adequate supply of e l i g i b l e paper would be compelled to 
close i t s doors because of i n a b i l i t y to obtain the necessary cash 
to meet over- the-counter withdrawals of i t s customers. Experience 
has shown tha t t h i s has proven to be the ease, as every member bank 
with an adequate supply of e l i g i b l e paper or of United S ta tes se -
c u r i t i e s in i t s p o r t f o l i o i s able to borrow promptly from the Fed-
e r a l reserve bank and obtain a l l the currency i t may requi re to 
meet deposi t withdrawals. This was not t rue before the e s t a b l i s h -
ment of the Federal reserve system, when the currency was not e l a s -
t i c and not suscep t ib le of expansion to take care of emergencies. 
At tha t time unusual ly large demands f o r currency not i n f r e q u e n t l y 
r e s u l t e d in currency panics , but no such panics have occurred or 
could occur under the Federal reserve system. 

The Federal Reserve Board has given a good deal of thought and 
s tudy to the quest ion of the reasons f o r the recent bank f a i l u r e s , 
and has discussed t h i s subject from time to time i n i t s annual r e -
p o r t s . May I p a r t i c u l a r l y r e f e r you to the sec t ion on bank suspens-
ions , beginning on page ten of the annual r epor t f o r 1926, of which 
a copy i s enclosed? 

Very t r u ly yours, 

Eugene Meyer 
Governor 
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