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BECQMMEHDATIONS OF 
A M J 

6r THE CUBBBMCY 

I. Group and Chain Banking 

No national "bank should he permitted to "become a part of a group 

hanking system, except on the condition that all other hanks in the group 

are national hanks; and when a State member hank of the Federal reserve 

system is a part of a group, the Federal Government should he given visi-

torial powers over the entire group. More specifically: 

(a) No corporation should he permitted to own a majority of the stock 

of a national hank if it owns at the same time a majority of the stock of a 

State hank, 

(h) The Comptroller of the Currency should he given visitorial power 

over any corporation owning a majority of the stock of a national hank. 

(c) Ho national hank should he permitted to make a loan on the security 

of the stock of a corporation owning a majority of the stock of the lending 

hank. 

II. Branch Banking 

A. The McFadden Act should he amended to permit national hanks; in 

important commercial and financial centers to establish branches in the area 

that is economically and financially tributary to such centers without re-

gard to State boundaries or to State banking laws. The privilege should be 

limited to banks in cities serving a territory sufficient to provide economic 

diversification. The trade area within which banks located in such cities 

may extend their branches should be defined by a committee consisting of the 

Comptroller of the Currency, the Secretary of the Treasury, and the Governor 

of the Federal Reserve Board. Banks permitted to have branches in a trade 

area should have a minimum capital of $1,000,000 and the extension of 

branches should be subject to the approval of the Comptroller of the Currency* 
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B. The National iahk Consolidation Act should be amended to permit 

any Hank within the trade area to consolidate under national charter with 

the approval of the Comptroller of the Currency. 

Ill* Affiliates 

A* The Comptroller of the Currency should have authority to examine 

security or investment companies affiliated with national hanks* 

IV.' Fiduciary Powers 

A* The law should be amended to provide that the exercise of fidu-

ciary powers shall he one of the corporate powers of a national banking 

association, subject to the existing limitations regarding State laws now 

contained in the Federal Reserve Act. 

V. Liquidation gf National Banks 

A . The Comptroller of the Currency should be given supervision of 

national banks going into voluntary liquidation and the liquidating agent 

should be required to give bond and render reports to the Comptroller of 

the Currency in the same maimer as the receiver of an insolvent bank. 

VI. Circulating; False Reports 

A* It should be made a crime to maliciously make or circulate any 

false report concerning a national bank, or a member of the Federal re-

serve system, which inputes insolvency or unsound financial condition. 

VII. Banks i& t&g. District of Columbia. 

A. Certain recomnendations are included regarding changes in the laws 

governing banks in the District of Columbia. 
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&ECO OF 
A. BRO&BRICK, IN BIS jamxL BBPoac, 
mSASSD JAHUARY 7, 1931. 

YOHK w v m i m m m s OFBANKS, 

I. Supervision 

A* Permit the Superintendent of Banks in his discretion to omit one 

examination a year of a bank or trust company which is a member of the Hew 

York Clearing House Association and accept in lieu thdreof the report of the 

Clearing House examination made during the year, 

B. Require the directors of a banking institution to examine it at 

least every six months, such examinations to include a complete review by 

each director of all loans and investments in excess of one-tenth of 1 per 

cent of the capital and surplus of the institution* At least once in every 

two years this examination to include a complete verification of the bank's 

deposit liabilities. 

II. Officers and Directors 

-A* Permit the Superintendent of Banks to remove officers and directors 

of banking institutions who have persistently violated the banking laws or who 

have been guilty of continuance of unsafe or unsound banking policies. 

B» Prohibit any officer or employee of a bank to borrow from or other-

wise become directly or indirectly obligated to the institution by which he is 

employed. 

C» Prohibit any officer of a bank from becoming an officer of any com-

pany engaged primarily in the purchase or sale of securities. 

S. Require a director of a banking institution who is directly or in-

directly obligated on any loan made by such institution either to M m or to 

others to file once a year with the bank, and at such other times as the 

S^erintendent of Banks may require, a statement of his financial condition. 
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. B. Require banks to rdM&r efch year to stockholders a report of the 

attendance of directors at meetings held during the year* 

III* Chain, group, and Branch Banking 

A* Permit the Superintendent of Banks to examine any corporation owning 

10 per cent or more of the capital stock of any corporation organized under the 

"banking laws. 

B» Require any holding company owning stock in a hanking institution to 

maintain reserves or to furnish a surety bond to protect the double liability 

attaching to such stock. 

- C. Permit savings banks, with the approval of the Superintendent of Banks, 

to establish deposit and withdrawal stations in the county in which the prin-

cipal office is located, and to move to another place within a county branch 

offices acquired by a merger with other savings banks. 

• IV. Affiliates 

- A* No banking institution should be permitted to invest more than 10 per 

cent of its capital and surplus in the stock or obligations of an affiliate or 

its subsidiaries, or to extend to an affiliate a loan of over this amount or to 

lend more than this on security of shares or obligations of an affiliate. 

B. The stock of all banks subject to the department of banking should be 

evidenced by individual certificates of stock which shall not be coupled with 

the sjfrock of any other corporation. All such arrangements now obtaining should 

terminate within two years. 

•V. Mergers 

A. Permit prompt mergers of banking institutions in emergency without a 

vote of the stockholders and without the usual two weeks notice. This should be 

possible only with the approval of the Superintendent of Banks and on his decla-

ration that the merger is necessary to prevent the closing of one of the insti-
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n» Reserve fteqUireiAentB 

jL Require banks and trust companies to maintain reserves against time 

deposits. 

B.. Forbid deduction of foreign exchange balances in confuting net de-

mand deposits subject to reserves. 

VII. Investments 

A. .Limit the aggregate amount a banking institution may infrest in stocks 

and bonds of other corporations. . 

B. Permit the Superintendent of Banks at the expense of banking institu-

tions, including savings banks, to order an appraisal of real estate owned or 

mortgaged to the bank by an independent impartial appraiser of recognized 

standing* 

VIII. . Segregation of Accounts 

A. . Require segregation of thrift accounts in commercial banks in cities 

over 75,000 and place a restriction on the investment of such thrift funds, 

IX. Bankers Balances 

JL Limit the funds a banking institution may deposit in any other bank, 

distinguishing deposits in designated reserve depositaries, in domestic insti-

tutions not acting as reserve agents, and in foreign banking institutions. 

X. Private Bankers 

A, Require a periodic audit of the deposit liabilities of private bank-

ers by an independent auditor. 

B. Require private bankers to discontinue accepting deposits by June 30, 

1931 and to liquidate their deposit liabilities by December 31, 1931, 
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PRINCIPAL RECOMMENDATIONS MADE BY GOVERNOR ROOSEVELT'S BANK-
ING' COMMISSION (GEOESE W. DAVISON, CHAIRMAN); JANUARY 29, 1930. 

I* Supervision 

The Banking Department should be kept out of politics. It should 

also be enlarged and reorganized and salaries should be raised—»e,g*, the 

salary of the Superintendent should be raised from $13,000 to $15,000, he 

should have an assistant at $12,500, and the next six members of his de-

partment—all to be under civil service—should get $12,000 each. 

The Banking Department should be given more extensive powers relative 

to the examination of such private banks as make a practice of accepting 

deposits. 

The Banking Superintendent should be given a limited authority to ex-

amine affiliates of banks—i.e., to the extent required to obtain full in-

formation as to the financial condition of the bank. 

Investment trusts should remain exempt from examination by the Banking 

Department, 

Caution should be exercised in chartering new institutions* 

II. Officers and Directors of Banks 

Law enforcement officers, including judges and district attorneys, 

should be prohibited from serving as officers or directors of banks. 

It should be the duty of bank officers to inform their directors of 

disciplinary communications from the Banking Department. 

To impose additional responsibilities on bank directors, beyond 

specified limits, would discourage men of the type needed by banks from 

serving as directors. 

III, Chain and Branch Banking 

Chain banking should be prohibited and branch banking confined to 

limited regions, It is important, however, that State and federal Laws Digitized for FRASER 
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on these matters should tie uniform, and for this reason further study 

should precede further legislation* 

Savings hanks, subject to the approval of the Banking Superintendent, 

should he permitted to open receiving and paying stations. 

IV. Be serve Requirements 

The law should be amended to require the establishment for State in-

stitutions of 3 per cent reserves against all time deposits—which are at 

present exempt from reserve requirements; attention is called to the fact 

that so-called thrift deposits in commercial banks are for practical pur-

poses demand deposits. The segregating of thrift or savings accounts is 

not recommended. 

The same reserves against deposits should be required of private 

bankers as are required of incorporated banks. 

V. Fiduciary Powers 

The law should be amended to permit any banking association organized 

under federal law to become a trust company under State law, 

This commission was appointed August 19, 1929, and reported January 29 

1930. It was composed of George W. Davison of New York, Chairman; Howard 

Bissell of Buffalo; James Byrne, Darwin B. James, Russell C. Leffingwell, 

Henry W, Pollock, Ray Morris, Jesse Isadora Strauss, and William H« Woodin, 

all of New York, and Messrs, Campbell and Cheney, members of the New York 

State Senate. 

The report of this commission was submitted at the same time as a re-

port from another investigating agency—the so-called "Legislative Com-

mittee, « which had been named to consider savings banks. The reports of 

the two agencies do not agree in all respects. 
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MR. WARBURG'S SUGGESTIONS FOB CHANGES IN BANKING 

LAT AND PRACTICE 

The following suggestions made by Mr. Warburg are listed without ranch 

explanation as they appeared in his Chapter XII entitled "Looking Forward" 

in the book on the Federal Reserve System, Volume I, page 456, et sequ. 

1, He believes that the introduction of term settlement would increase 

the market for bills and diminish the amount of call loans, 

2, He wants to bring about some rule by which each bank that invests a 

given amount in call loans should be required to invest an equal amount in ac-

ceptances or loans thereon. This also would increase the market for bills 

would give the banks a secondary reserve in the discount market, 

• 3, He wants to have a similar rule apply to loans made by banks for ac-

count of noribanking lenders* Only in that case the amount invested in bills 

does not need to be 100 per cent of the loan. He thinks that the law might fix 

a maximum percentage and the Federal Be serve Board determine a minimum percent-

age, 

4, Remove income tax on income from acceptances# 

5, Possibly establish a higher rate on discounts secured by Governments, 

6, Is negative. He disapproves of lombard loans. "One shudders to t.MwV 

what would happen to the Federal reserve system if its doors; were ppen for the 

carrying of stock exchange collateral." 

7, He does not believe in regulating commodity prices, 

8, He wants to introduce a system by which immediate credit will be 

given to banks for all checks deposited and interest charged for the time 

necessary for the check to reach its place of payment, but not for the return 

trip. He believes that this would give the system a very large contact with 

the market and would supplement its open-market powers. He thinks that member 

banks might have the choice of getting deferred credit, or pay interest and 
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get immediate credit* • 

9* ' In order not to Taring about inflation by the adoption of immediate 

crediti the Board should have authority to raise required reserves on time de-

posits. " 

This matter of immediate credit at interest is not sufficiently clearly 

stated in the hook* Presumably there are other places where Mr, Warburg has 

elaborated, 

10, Abolish national bank notes* -

11, Establish and maintain a definite relationship between the discount 

rate and the rate paid by banks on deposits. 

12, • Modification of Federal Reserve Board membership: 

(a) Each appointive member to spend his last four years: 2 as Vice-
Governor, and 2 as Governor of the Board, 

(b) The Governor should be Chairman of the Board and the Vice-Governor 
the Vice-chairman. 

(c) Secretary of the Treasury should not be on the Board, but the 
Undersecretary should. 

(d) The Comptroller of the Currency should either be under the Board 
or off the Board, 

(e) Board members whose terms expire should be eligible for reappoint-
ment by the President without confirmation of the Senate. 

(f) In addition to the eight members of the Board now provided for,, 
there should be four members selected by the President from a list sub-
mitted by four groups of Federal reserve directorates. Each group should 
comprise the directorates of three reserve banks acting jointly. These 
four members would, therefore, be representatives of the Federal reserve 
banks on the Board. The members should attend only monthly meetings at 
which open-market policy and discount rate policy would be determinedV 
They would live outside of Washington and be contact points. Their sal-
aries would be paid by the reserve banks and the intimation is that they 
would be in proportion to the salaries paid to officers of the reserve 
banks, rather than to the Federal Reserve Board. 

13* Mr. Warburg also proposes a change in the method of electing director-

ates of the reserve banks* The election should be made by the branch terri-
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tories, each brandh territory selecting three Class A and Class B directors, 

and the Board appoint three Class C directors* Trom each of these "branch 

territories one of the Class A and one of the Class B directors should "be 

selected to serve on the directorate of the Federal reserve "bank, the Class C 

directors being appointed for the purpose fcy the Federal Reserve Board as at 

present. 
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