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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

Apl"il 2, 1937. ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

SUBJECT: Monthly Report of Bank and
Public Relations Activities.

Dear Sir:

There is inclosed for your information a summary of the bank
relations reports submitted by the Federal reserve banks for the
month of February in response to the Board's letter of August 25,
1936 (X-9680).

As the summary discloses, the reports submitted by the vari-
ous reserve banks have been much more comprehensive and informative
in some cases than in others. Although it is not desired that the
reports follow a set pattern, it will be appreciated if the banks
will supply as far as practicable or available the kinds of informa-
tion referred to in the Board's letter of August 25, 1936.

As stated in the Board's letter of January 13, 1937 (X-9793),
it will be helpful if the reports can be submitted by the 10th of
each month in order that they may be brought to the attention of the
members of the Board as soon as practicable after the period to
which they relate.

Very truly yours,

Chester Morrill,
. Secretary.
Inclosure.
Digitized for FRASER
http://fraser.stlouisfed.o

)
LSPREGTDENTS .

Federal Reservé Bankl



165
X-9855-a

March 2%, 19327
TO The Board SUBJLCT: Sumnary of Bank Rclations

FRO}' lrs Hammond, Division of Bank Opecrations reports.

Roports of bonk rclations as requested in the Poard's lctter of
August 25, 1936 (X-9680) hawe boan reecived for the month of February
and cxcerpts thorefrom will be found on the following pages. A table
showing for all twelve banks the nuaber of visits mado, mectings attonded,
and addrcsscs delivered hes also been preparcd and follows the quotations.

New York's rcport gives considerable attention to activity in the
ficld of mortgagc loans, particularly in Brooklyn and in outsidc arcas
ncer Now York Citye. This discussion is quoted only in part. Philadclphia
incloscd with its roport a printcd booklet rccounting the procexdings at a
meeting of the committec on Federal Reserve rclations at the Federal Re-
scrve Bank of Fhiladclphia February 5. 4t this moeting officers of the
Rescive bank roported on recent activitios of the bank and of the System
ond discusscd questions raiscd by the membor bankers about System policics
and measures, The reports submitted by Cleveland and St. Louis give con-
siderable attention to the effect of the {lood upon banking conditions.

The attitude toward the Federal REE?rVQJEﬁff?}

o v a— -—— ER——

Reserve requirements and par collection continue to be the subjects
most frequently mentioned with respect to the attitude of member banks
toward the Federal Reserve Systems A zood many of the visits reported
were made before the original definition of interest was eliminated from
Regulation @« In the case of reserve requirements some beanks are reported
as being directly inconvenienced by the action. A greater number, however,
appecar to objcecct to the increase on gencral grounds and, as reported by
St. Louis espccially feel that in their part of the country there was no such
credit expansion as would warrant the tying up of additional reserves.

The rcports also show hovever that a considerablc number of bankers,
espceially in the cast and on the Pacific coast, arc not dissatisfied by
the Board'!s action.

Banking conditions

Bankers continuc to comment upon the difficulty of keeping their
funds cmployed. Even in the middle west areas hurt by flood, and in
California areas hurt by thc freczing veather, bankers secm to anticipate
little or no difficulty in mecting credit demands. In the east, particu-
larly in thc neighborheod of New York City, considerable activity in the
mortgage loan fiecld is ealrcady in cvidencc or appears to be developing.
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General economic conditions
. :

Reports of cconomic activity continue to be favorablc. Informe=-
tion covering the Sccond and Third Federal Rescrve districts is particu-
larly full and indicates on the whole very substantial and profitable
activity both in egriculturc and in manufacturing.

Excorpts from the reports follow:

Bostoq

(The Boston report contains only roforonce to meetings attendod.)

New York

As comparcd with figurcs of a ycer ago, deposits and bond totals
(of banks in Dutchess County) arc generally higher, whilc loan and discount
totals in most cascs show a deccreasc. Demand for accommodation still
continucs licht, but a rate of 6 per cent on loans is gencrally maintaincd,
and only a few of the banks have madc a special cffort to stimulate loans
through thc media of personal loan departments and/or loans under pro-
visions of the National Housing Act.

A number of officers of savings banks located in different scetions

of Brooklyn wecre intcrviewcd. Three barks have reduced the ratc charged

on all mortgage loans to 5 per cent whereas all the other savings banks

are charging 5% per cont generally, except in those cases whore mortgagors

arc ablc to roducc their loans to an amount within at least 60 per cent of

present day valucs and also make rogular stipulatcd amortization payments,

under which circumstanccs the ratc is lowcred to 5 per cont. All mortgaszcs
. placcd within the last few years comply with the latter requirements as

to appraised valuc of propertics and amortization, and accordingly re=-

ccive the benefit of the 5 per cent rato.

Prosidents of soveral savings banks in residential scctions (of
Brooklyn) rcport that thorc is a good demand for singlc houscs and
apartments for rcnt, one banker saying that the prosent demand is the best
hc has witncssed in over ton yearse The majority of bankers say, howcver,
that very few sales of propertics acquired through foreclosurc have bocn
madc. Practically all banks have gone to considerablc expense in repair-
ing and improving thcir properties, have sct up claborate recal cstate .
decpartments, and arc prcparcd to continuc in the real cstate business for
scveral years to come, the policy becins to await the return of a good
market Tor uscd propertics rather than disposc of any on hand at a sacrificc.

It is saild that many insurancc companics have been competing for
mortgage loans on mow epartment houscs and that they have not only becn
cutting thc rate charged in some instances below 5 per cent, but are
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New York continued

bttt e 8

loaning as high as $1,000 to $1,100 a room comparcd with cost to build
of about 1,300 a room; also thoy arc gencrally rcquesting an annual
amortization of only 2 per ccnt.

In general, deposits of Esscx County (New Jorsey) banks have
shown a substontiel increasc during the past yocar, the increasc in demand
deposits having beon larger than in savings doposits in most banks.

While most of the savings banks pay 2 per cent on doposits regardlcss of

the emount, a majority of the commorcial banks have cstablishced a sliding
scalc of intercst rates, paying 2 por cent on balances up to $5,000

(+1,000 in somc benks) and then 1 per cent on the excess above that amount.
The Montelair banks have ostablished a ratc of 13 per cont on savings
accounts cffective March 1. Scveral of the smaller banks pay 2 poer cent
regardless of the size of the balance, whilc scveral of the larger banks
cither rcfuse large savings deposits or pay no interest on amounts in cxcess
of 10,000

The real estate situation in Newark has shovn some improvement
in that values have shovn a tendency to stiffen, and rents have increased
in modernized homes and apartments and to a lesser degree in office build-
ingss Vacancies in factory property have practically disappreared, and have
decreased with respect to business and residential properties. However,
in the poorer sections of the city there still are many vacancies in both
types of property and there is a field for slum clearance vork over a
sizeable area. DBDullding permits issued in Newark during 1936 shoved a
slight increase over 1975 but the total is still far below the pre-
depression level.

Most of the new building in Essex County is taking place outside
of Newark in the residential communities such as Maplevood, Millburn,
Montclair, Bloomfield, Livingston and the Oranges. Here real estate
values are just beginning to improve, rents have becen increased from five
to ten per cent, and vacancies in homes and apartments are few while
vacancies in business property are decreasing.

At the tventy-sixth annual conference of the Trust Division of
the American Bankers Association on Tuesday, February 10, there was an open
forum on trust business problems conducted by Mr. Gilbert T, Stevenson.
At this meeting the investment of trust funds and trust statistics were
among the subjects discussed. IMention was made of the part of the re-
cent report of the Comptroller of the Currency dealing with trust depart-
ment assets of national banks. =Referring to trust department statistics,
Mr. Stevenson asked whether those in attendance favored an eventual asseme
blage and publication of statistics regarding the volume and type of
trust assets and types of trust accounts for all member benks by a govern-
mental authority, preferably the Board of Governors of the Federal Reserve
System. A vote by show of hands indicated that a majority favored the
proposition. '
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Philadelphia

The arcas covered by our report prescnt a comprehensive picture
of The principal activities vithin the Third District: manufacturing,
farming, mining and lumbering. It was found that in all lines but
mining, conditions were definitcly improved. Labor conditions - arc un-
settled in the larger centers due to strikes called or threatencd in the
hosiery, rayon, and bituminous coal mining industries.

Many of the bankers have adopted the 2 per cent interest rate
and others are contemplating similar action. In only one county has z
loening rate of less than 6 per cent been adopted as a matter of policy.

The Treasurer of a non-member institution with deposits of
approximatcly 8l,000,000 who formerly was intercsted in membership,
stated thathis institution will not join the System until it becomcs
compulsory. There is, he says, too much politics in the System now, too
many regulations and too much supervision.

The President of a non~-member institution, the total deposits of
which are approximately $900,000, stated that he is not interested in
membership because it would mcan more reperts for him to make and he has
too many now.

The President of a National bank in a toin of about 2,000 served
by two institutions stated that he fecls the Comptroller's Office is
driving loans from the bank by insisting upon financial statemonts for
lines as small as $500. Lfforts to obtain these statoments, he said, would
result in many loans being paid off with funds borrowed at institutions
not requirinzy statements, with a consequent loss of income to his bank.

The President of a member State institution commonted on a novrs
article relative to the F, D. I, C. taking over some of the functions of
the Treasury Department and the rescrve banks. He oxpresscd the hopc that
this will never hanpcn.

The Cashicr of a National hant with deposits of atout {900,000
rofeorred to the increase in reserve requircements and said that he folt

this was donc at thc instancc of the bankers in the large citics, in an
cndeavor to bring highor moncy ratcs. His attcention was invited to the
fact that thosc banks would be affceted most by highor reserve requircments
and that any increasc in moncy ratecs would affcet all banks.

Industricl, trade, and agricultural conditions in Bedford, Blair,
Clearficld, Huntin don, Juniata, Porry, and Mifflin countics as & wholc
have improved greatly during the past threc vears of rocovery and the present
activity continucs at rclatively high lovels. roduction, ¢mployment, and
income from all sourccs have been inercasing and last year rcached the
largest volumc since 1930.
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Philadelphia continued

All of the counties covered here have expericnced substantial '
rccovery from the low levels of the depreossion years. This is true not only
of industry, trade, and agriculturc tut also of banking. Such prcliminary
computations as arc availablc for some of these counties indicate that nect
carnings from currcnt opcrations of member banks incrcascd last ycar, and
in most cascs rocovericos and profits from sccuritics werc almost sufficicnt
to offsct losscs and deprcciation.

Clcveland
(Clevoland submitted no summary, tut only copics of reports of
individual bank visits.)

Richggpq

At our bank rolations c. unference on Fcbraury L=5 a program for this
yocar was decided upones ilc will continuc as herctofore to ruke one visit
at least to cach membeor bank in our district during the currcnt yocar, and,
in addition, we will undertake to scc cvery nommembor bank in the district
regardlcss of whether sucli nommember bank is cligible for mcmbership vith
recspeet to cupital or is par or nonpar. Our schecdule also includes a
greater numboer of visits by officers of our bank and its two branches,

(Richmond rcports that in responsc to its circular lettcr on the

rccent incrcasc in the rescorve requircments, it reccived a letter from a
ccrtain menber bank officer who "commented rathor bitterly" upon the in-
crcascs The letter implicd that the bank, which is a national bank, con-
templated withdrawal from the Syster. Rather than enter into a contro-
versy with the officer, it was decided to visit the bank and meet with the

5 directors and discuss the questions and implications raised by the letter.
A conference.was arranged with seven directors of the btank in addition to
the active officer who had written the lettor, the cashier of the bank, and
the bank's attorney, Iichmond's account of the conference follows:)

Our meeting, which lasted approximately three hours, was conducted
throughout in a perfectly friendly and cooperative spirit, but it was
immediately apparent that thc directors of the benk, including the president,
had only a meager knowledge of the banking business generally and of the
subject of our meeting particularlys They rely upon the active officer of
the institution. The officer is involved in his ovn personal affairs.,

He is rescntful of supervision and eriticism. He would like to return to
the "good old days" in banking) described by him as that period of his
banking career prior to the organization of the Federal Reserve System.
We talked very fully about all of these questions and it is believed that
the dircctors of the bhunk have a better knowledsge of the situation than
heretofore and it is further bvelicved that the bank has no intcentien of
making any chenge in its affairs at thco present time but the officer of
the bank felt the neccessity of cxpressing himself and rclieved his mind
to some cxtent porhaps of an accumulation of petty gricvances.
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Atlanta

..t

The bank officials of the barks visited (in Florida) appcared op-
timistic and gonerally reported improved local conditions; also inecrcascs
in doposits and loans over balances shovn on their books a yeor ago.
Practically all of thce non-mcmber btanks eppcarcd friendly toward the
Federsl Rescrve Systems The member banks registercd no complaints regard-
ing the facilitiss of the Federal Reserve Bank they arc using.

Chicago
(Thc Chicago rcport contains only statistical information as to
visits end addresses made, moctings attonded, luncheon gucsts ontertained,
etec.)

Sts Louis

An officer of a largc member Statc bank in Kentucky, who with
others had gonc to Washington to protest with the Board of Governors
against proposcd sub-scction (f), stated that he had visited the FDIC
and is of the opinion that Mr. Crowlcy favors banks charging oxchange on
chocks drawn on them rcceived through the mail, and that it would not
surprise him if the cxamincrs for the FDIC would cncourage banlks to get
off the par list.,

The active officors of a national tanl: stated that they werc not
favorably impresscd with the imponding increcasc in rescrve rcquircmonts,
owing to expected demand for credit from persons in the flood area.
Sugrestion regerding use of rediscount facility brought forth the comment
that by so doing the bank would be paying a discount fee for the use oi

' its own money and that the bank would lend its idle funds only.

A national bank in Kentucky is at a loss to seec the necessity for
the increase in reserve requirements vhich become effective shortly, and
feels that the increase is somewhat of an imposition on the small banks
which are endeavoring ©o cere for credit needs in their communities,
especlally as such advances are being confined to funds necessary for
farmers to carry on their work.

One bank in Kentucky stated that as scon as further adjustments are
completed, officers will give serious thouzht to the matter of membership.

Another (bank in Kentucky) stated that its Louisville correspond-
ent supplies all needed services.

No consideration whatever is being given to membership by a State
bank visited; officers stated that if any chansge is made, it will be con-
version into a national bank.
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Loss of revenue from exchange would be an insurmountable obstacle
to any serious consideration of membership by one nonmember, which derives
an income of $150 per month from exchange charges.

Many of the banks visited in the flood area reported that most of
the losses were suffered by farmers in the bottoms, who lost buildings,
household goods, fences, feed, and some livestock. However, only a few
loans had been made for rehabilitation purposes. The banks stated that
thqy had plenty of money and would be glad to make rehabilitation loans
on sound basis. Most of them do not anticipate any losses as a result of
the flood, and said that as the situation straightens out it 1s apparent
that the first estimates of losses were exaggerated.

“As to their own loans; most of the banks expected little, if any,
lasse. Deposits of at least one bank have increased since the flood on
account of the spending by Government agencies.

So far no inquiries in regard to industrial loans have been re=-
ceived (as a result of the flood), although somec applications may develop
laters In view of the idle funds carried by local banks, the feeling is
that any going concern can secure adequate credit accommodations. The
suggestion was made, however, that we go easy for the time being on out-
standing 1%b loans.

Less use is being made of custody facilitics by a small bank in
Tennessee, because commercial correspondent gives immediate credit for
maturing coupons on the due date rather than on receipt of advice of
actual payment, and the plan is liked because itsimplifies bookkeeping
entries.

Needs ol a Mississippi country bank are fully cared for by corrcs-
pondent banks, even in connection with rediscountinr. It is very likely
that this bank will not azain attempt to borrow from the FRB in view of the
attitude toward compliancc with FRB rcquircments in conncction vith credit
information to support notes of customers.

Another member bLelicves that commercial correspondents arc fully
able to render all assistance which the bank may nced, and at present
feels that it is quite ablc to function satisfactorily without aid from
any source.

An officer of a Kentucky member, vhose attitude toward the System
is friendly, stated that arrangements Tor meeting needs of the bank were
entered into with correspondents many years ago, and inasmuch as its
correspondents have alwonys endeavored to be of utmost possible service,
he could see no reajon for disturbing existing relations unless he was
convinced that better results might be secured from other sources.
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Minneapolis

——— . S~ ———

In some banks (Southeastern Minnesota) there was a sharp in-
crease in deposits-in the territory visited, while in others there had been
no material changes Interest paid on deposits varied from 15 to 25%
without any noticeable effect} even in tovms where there was more than
one bank the rates veried. Some of the banks do not carry deposit in-
surance, feeling secure without its¢ In fact their deposits have shown a
marked increase regardless of the lack of insurance. Most of the banks,
however, thoucht deposit insurance was necessary, although it had not been
much discussed by their customers. Earnings of most banks in this area
were approximately 25%. Several of the banks paid bonuses to their em-
ployees at Christmas-time. Practically no mention was made by National
bankers of the increased requirement in reserves.

This territory (South central Minnesota) represents one of the
most productive agricultural sections of Minnesota. Although the farmers
throughout this area have not escaped some lean years, nevertheless they
have never sustained complete crop failures. Good crops and the advance
in agricultural prices have increased their incomes, and as a result the
banks! deposits have increased. The banks as a vhole find that their
real problem is the investment of their excess funds.

It would appear there is & slight increase in local loans in-
volving real estate mortgages and the financing of agricultural machinery,
automobiles, etc. Last fall a numbsr of banks granted many loans for the
purchase of feeder live stocke. As a result of trading in government and
general market securities, many bankers have made substantial profits
since 1953, The trend of gossip comnnotes that some are still speculating
in low-grade securities, and that many of these banks vwhich sustained
high bond investment losses five or six years ago, according to local
rumors, are now falling back into the same old practices of purchasing
speculative securities, and that rather than confining their major lending
activities locally, = which to a great extent they could do = they are
looking to the bond market for investments. Fear was expressed by mony
of the bankers visited as to the possibility of a downward trend in se-
curities, and many conjectures were advanced as to whether such banks
were making wise and prudent investments end whether they vould not later
encounter serious losses if these practices were continued.

. As a result of the advanced live stock and grain prices, the
farmer is now eearning a greater income than he has for & number of years,
end as 1s characteristic of the Northwest farmer, is overexpanding. In
anticipation that this income will continuc, he is purchasing corn pickers,
trectors, other ezpensive agricultural machinery. It seems he is never
content to maintain a reserve fund, but must use his idle funds in the
acquisition of adjoining farm lands, farm machinery, and =dditional
buildings.
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Konsas City

(The Kansas City report reflects relatively little bank relations
activity for the month of February and mno excerpts have.been taken from it.)

Dallqi

The administration and policies of the Federal Rcserve System vere
not criticized by any of the bankers visited, although several did ex-
press the opinion that the announced increase in the rcserve requirement
might interfére with their ability to mcet the demand for loans at the
peak of thelending season, thesc few bankers stating that they vould not
borrow to mcet requirements beyond what their own resources could support.

Sen Francisco

(With respect to the effedt upon the citrus industry of the severe
frost, which occurred the fore part of January,) +the general opinion was
thaty while in individual cases losses may prove ruinous, the total income
to be received by the growers as a whole this yedr will compare favorably
with that anticipated before the freeze; due to the higher prices expected
for that portion of the crop which was saved.

The coming increase in reserve requirements was apparently well
received by the bankers intervieved, and almost without exception it was
indicated that the change will be accomplished witihout the necessity of
borrowing. ’

ttachment

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



174

X=0855=2

PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BAKKS

FEBRU.Y, 1937

Federal Visits to banks Meetings atiended Addresses made
hd T
Reserve Member Non-~ Total Number Attendance Number l Attendance
Bank member | i
Boston None None None 3 * Nonec None
New York 123 52 175 5 Lyhzs None Nonc
Philadelphia * * 75 T 2,350 5 1,250
Cleveland 149 62 211 2 2,600 A 1 125
Richmond 15 3% L8 L 1,990 None None
Atlanta 19 21 L0 none None Nene None
Chicago : 13 19 32 1 225 1 101
St. Louis L7 38 85 1 * None None
Minncapolis 8 12 20 3 2,360 5 A 352
Kansas City None None DNone 1 1,221 None None
" Dallas 52 2 I 8 L1490 None None
San Francisco 79 15 9l 13 818 2 72

*Number not indicated.
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