BOARD OF GOVERNORS R-R8
s OF THE
59

FEDERAL RESERVE SYSTEM

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE

July l, 1937. TO THE BOARD

s
Teur Oirs

Reference is made to the report of the Presidents' Conference
Committee on Free Services with respect to "Shipping Expense and Move-
ment of Currency and Coin" which report it is understood was submitted
to and approved by the Presidents &t their conference held in Washing-
ton on June 7, 1837.

The report of the Committee on the services rendered by Fed-

. eral reserve banks in furnisking currency and coin to member banks

'

e

and on the expense of such services is comprehensive, and the data

T

contaired therein should prove helpful in the efforts of the banks to
redues the exponse of the currency and coin function to the minimum
congistent with the efficient operation of guch funciion and the ren—
dering of reasonable gervices to member bauks. The Board has read
- this report with much interest, and has requested mc to advisc you
that it concurs in the rocommendationg containced on page 32 of the
report.

Very truly yours,

Chester Morrill,
- Secretary.
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WASHINGTON
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July 9, 1937,

> Dear Sirs
There are inclosed herewith copies
of statement rendered by the Bureau of Fn-
graving and Printing, covering the cost of
preparing Federal reserve notes for the

month of June, 1937.

Very truly yours,

. CtLerid

0. I, Foulk,
Fiscal Agent.

Inclosure.

TC PRESIDENTS OF ALL FZDERAL RESERVE BANKS.
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http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Statement of Bureau of lIngraving and Printing
for furnishing Federal Regerve Notes,
June 1 to 28, 1937.

[ 4
Federal Reserve Notes, Series 1934
$10 £20 Total Sheets Amount
Boston 110,000 - 110,000 $10,285,00
i New York 480,000 100,000 580,000 54,230.00
Cleveland - 29,000 22,000 2,711.50
Richmond - 20,000 20,000 1,870.00
> Chicago 200,000 - 200,000 18,700.00
7QO!OOO 149!OOO 9593000 §87!796.50

939,000 sheets, @ $95.50 Der Myeeeeoeo.. $87,796.50
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BOARD OF GOVERNORS
OF THE "R<30

FEDERAL RESERVE SYSTEM

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 10, 1937.

SUBJECT: Code Vords Covering New
Issues of Treasury Bills.

Dear Sir:

In connection with telsgraphic transactions in
Government securities between federal reserve banks, the
followin: code words have been cdesignated to cover new

o

v issues of Treasury Billis:

MNOZEWE" ~ Treasury Pills to be dated
Juiy 14, 1957, and to mature
. December 15, 1937,
"NOZEYL" - Treasury Dills to be dated
L4, 1837, and to mature
pril 15, 1338.
These words should be insertsd in the Federal

Reserve Telegraph Code book, following the supplemental

code word "NOZERP" on page 172.

- Very truly yours,

-y
Jd. C. Noell,

Assistany Secrctary.

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS,
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

R-31

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 12, 1937.

Dear Sir:

There is attached a copy of the re-
port of expenses of the main lines of the
Federal Recerve Leaged Wire System for the
month of .June, 1937.

Please credit the amount payable by
your bank to the Board, as shown in the last
column of the statement, to the Federal Re-
serve Bank of Richmond in your daily state-
- ment of credits through the Inter-District
Settlement Fund for the account of the Board
of Governors of the Federal Reserve System,
and advise the Federal Reserve Bank of Rich-
mond by wire the amount and purpose of the
credit,

Very truly yours,

e . Ly

Josephine E. Lally,
Deputy Fiscal Agent.

v

Inclosure.

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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R-31-a
REPORT OF EXPENSES Or WMAIN LINES OF FEDERAL RESERVE
LeASTD WIRE SYSTEW FOR THE MONTH OF JUNZ, 1937.

Number Words sent Total Pro ratae Payabls

Federal of by N. Y. words Persomal share of to

Reserve words chargeabl charge- ser- Fire Total total ex- Credits Board
Bank sent to other able vices(1) rental expenses penses(&) of Gov-

L F. R. Banks _ ernors
Bogton , 40,632 2,536 43,175 $ 319.31 $ — $ 319.31 § e75.86 $ 319.31 $ 356.55
New York 157,034 —_— 157,034 1,133.85 —_ 1,133.85 2,458.20 1,133.65 1,324.55
Phijadelphia 40,404 2,352 42,756 £36.39 - 236.39 669.31 236.39 432.92
. Cleveland 58,094 2,288 60,482 243.73 - 243,73 046.78 R43.73 703.05
Richmond - 64,276 2,332 66,608 40.12 —_— 240.12 1,042.68 240.12 802.56
Atlanta 70,635 2,303 72,938 R75.73 - 275.75 1,141.77 R75.73 866.04
Caicogo 90,131 2,843 92,930 1,132.58 — 1,132.38 1,455.50 1,132.38 323.12
St. Louis 85,148 2,290 87,433 187.99 - 187.99 1,368.75 187.99 1,180.76
Minneapolis 29,342 2,281 31,623 186.71 — 166.71 498.02 166.71 328.31
KRanses City 87,118 2,476 69,594 259.03 - £59.03 1,089.42 259.03 830.39
Pailas 60,431 2,297 62,728 267.55 - 267,55 981.94 267.55 714.39
Sen Frencisco 94,718 2,410 97,128 39C.54 — 390.54 1,520.44 39C.54 1,129.90

Board of

Governors 492,729 — 492,728 2,261.59  14,444.11 16,705.70  7,713.16 16,705.70 —

Total 1,350,699 26,514 1,377,213 §7,114.72  $14,444.11 $21,558.83 $21,558.83 $21,558.83 $5,992.54

(1) Includes salaries of main line cperators and of clerical help engaged in work on main line business, such as
counting the number of words in messages; also, overtime and supper money and Retirecment System contributions
at the current service rate.

(2) Based on cost per word ($.015653955) for business handled during the month.
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BOARD OF GOVERNORS R-32

OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

TO THE BOARD

July 16, 1937,

SUBJECT: Holidays during August, 1937.

Dear Sir:

The Board of Governors of the Federal Reserve System is ad-
vised that the following holidays will be observed by offices of

Federal reserve banks during the month of August:

Monday, August @ Denver Branch In observance of

Colorado Day, which
falls on Sunday.

Thursday, August 12 Havana Agency Anniversary of Fall of
Machado Government

Monday, August 30 New Orleans Birthday of Huey Long
Branch

On August 2 and 30 the offices affected will not participate
in the transit clearing through the Inter-district Settlement Fund.

Please include transit clearing credits for the office mentioned on

. each of these holidays with your credits for the following business

day.

Please notify branches.

3. C. Woelll
Assistant Secretary.

J? PRESIDENTS OF ALL FEDERAL RESERVE BANKS

ADDRESS OFFICIAL CORRESPONDENCE



BOARD OF GOVERNORS
OF THE )

FEDERAL RESERVE SYSTEM

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 17, 1937.

SUBJECT: Monthly Report of Bank and
Public Relations Activities.

> Dear Sir:

There is inclosed for your infor-
mation.a gummary of the bank relations
reports submitted by the Federal rescrve
banks for the month of June in response
to the Board's letter of August 25, 1936
(X-9680) .

Very truly yours,

‘ @WW)W

Chester Morrill,
Secretary.
Inclosure.
TO PRESIDENTS OF ALL F. R. BANKS

Digitized for FRASER
http://fraser.stlouisfed.org/
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July 14, 1637.

TO The Board SUBJECT: Sumnary of Bank Relations
FROM Mr, Hammond, Division Reports
. of Bank Operations

Reports of bank relations as requested in the Board'!s letter of

) August 25, 1936 (X-968Q0) have been received for the month of June and ex-
cerpts therefrom will be found on the following pages. A table showing
for all tweclve banks the number of visits made, meetings attended, and
addrosses delivered has also been prepared and follows the quotations.

~

The attitude toward the Federal Heserve System

In addition to the familiar recesons for remaining outsidé the Fed-
eral Reserve System which have been noted in previous summaries, recent
reports indicate thuat many bankers are now influenced by anticipation
that radical changes in the structure of banking and of bank supervision
are imminent. This anticipation appears to be based in part upon measures
such as the Patman and McAdoo bills. 1t will be recalled that other ob-
Jections to membership have related principally to exchange charges,.cap-
ital requirements, multiplicity of reports, charge-offs, and surrender of

. branch offices.

Banking conditions

The present reports mention littlc if anything that is new with re-
spect to banking conditions. There arc frequent complaints, from small
banks, of the increased reserve requircments. There arc also complaints
that it is difficult to find profituble employment for funds. There is
some tendency for intcrest rates to decline, especially in the East.

General economic conditions

'Remarkable improvement in farming conditions is reported by Minne-
apolis, Kansas City, and Dallas. In those portions of the West which in
recent years have been afflicted with drouth, grasshoppers, and other
misfortunes, there have now been rormal rains, and favorable growing con-
ditions prevail. Therc is in conscquence a spirit of the utmost optimism.,
Atlanta reports promising agricultural conditions also, but the present

i year in the South does not differ so much from previous years as it does
in the West. In contrast to the romarkably encouraging prospects in farm
regions, banks in industrial regions report sluggishness in real estate
and uncertainty as to labor.

Excerpts from the reports follow: (The reports themselves are at-
tached to the original hercof.)

Digitized for FRASER
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Boston

Thirty-one member banks were visited during the latter part of June,
(23 in western Vermont, 7 in the vicinity of Boston and 1 in New Hamp-
shire.)

On the whole, there is a far better feocling among bankers visited
thon was found to be the case a year ago. Pusiness conditions in the
geveral communitics were reported to be good and the indicuations are

- that summer trade, to which these sections cater, promises to be even
better than last year. With one or ‘wo exceptions, the earning position
of the banks shows improvemen%, and there is a noticeable increase in

the demand for commercial loans, this increase ranging from 10 to 20 per-
cent above that of a year ago, according to most of the bankers inter-
viewed.

In Vermont, throughout the State generally, banks have lowered
their lending rates since January lst, this action having been taken in
face of agitation in the State Legisleture to reduce the legal rate from
6 per cent to 5 pcrcent. Well secured collateral loans and most mort-
gage loans arec now being made at 5 g arcent, though most non-member banks
are advertising mortgage money & percent. The rates on loans to the
small municipalities range from 52 DJrCunt to 4% percent, and bankers
report that outside city banks are not competing with them for this
class of business as was the case a year ago, competition at the present
> time coming from private individuals.

Brokers are ofieang the Vermont banks particularly, FHA (Tltle II)
loans on Long Island and New Jersecy properties at a yield of abeut 4%

- percent. Some of the banks &sre buying these mortgages, though for the
most part the bankers intervicwed expressed themsclves as not caring to
go so far aficld. Thosc of the banks which hove bought in substantial
amounts have done so after sending committees of officors and directors
to inspect the mortgaged properties.

On the part of some of the smaller banks, particularly those located
in agricultural communities where the principal loan demand comes in the
spring of the year, there is a feeling that the recent increase in the
reserve requirement worked o decided hardship on this type of bank, and
inguirics were made by several bankers as to what hus been accomplished
by increasing the reserve, and what is the likelihood of the reserve re-
quirement being reduced before next spring. Scveral of thesc banks were
obliged to borrow to meet their spring demand, some from the Federal Re-
serve Bank and others from their corrcspondents. In this conncction New
York and Boston banks are quoting their correspondent banks rates from 1%
to 1 3/4 percent. In one instencc a member banker stated that he had
switched his loan from the Federal Rescrve Bank to his Boston correspond-
ent at the lower rate. ‘

Digitized for FRASER
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New Tork

. "Southern Tier" Counties

Many bankers indicate that they are still favorably inclined to-
ward government bonds and have increased their holdings of these secur-
ities $1,825,000 since the first of the year whereas the total of other
bonds has declined about a million dollers.

Loans and discounte of the commercial banks in thig area aggre-

gate {28,072,000, representing an increesc of £173%,000 since Lecember 31,
= 1936, due largely to loans on real estate. Most of the Federal Housing
mortgage loans granted in this section have been made by six commercial
banks located in the cities of Binghamton, Johnson City and Endicott,
which have lozned in all approximately §1,500,000 on new homes in these
cities. The president of the savings bank in one of these cities states
that beceuse of the difficulty in obtaining good local mortigages, they
recently purchased $130,000 Title II mortgage losns in the New York mar-
ket, all on homes located on Long Island. Only one bank has made plans
to continue making modernization loans now thet the Federal Housing
Insurence is no longer available. Some of the bankers indicate that they
have made quite a number of small loans to farmere this year, ranging
from $20 to $300, for the purchase of seed and lime to enable these farm-
ers to participate in the Agriculturel Conservastion Progrzm for 1937.
Several bankers mention that they have sent some of their farm borrowers
to the Production Credit Association at Ithacs as they did not want to
make loang to them because of the risk. Only two benks in this terri-
tory have made any =ffort to develop personal losn departments, the form-
er having loaned $480,000 and the latter $79,000 on this type of paper.

Columbia and Ulster Counties, New York

Demand for accommodation in general ie said to be fair to good, and
loan and discount lists for the most part show a tendency to increase
v siightly or, at least, tc remain at levels which are ncrmal for recent

years. Many bank officers, however, arc inclined to be scmewhat dis-
coursged because current loan lists do net compare favorably in size
with those of the years 1928 and 1929. The loaning rate is usually 6
per cent although some banks reduce this to 5 per cent, or lower, in the

ase of amortized irortgages or lovans secured by exceptionally good col-
lateral. & lower rate is generally granted on loans made to municipali-
ties and school districts, but two banks made no exceptions whatever.
One bank has estublishad § per cent as ite customary rate with 4% per
cent epplying to loans secured by prime collateral.
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Frie and Nisgars Counties, New York

The demand for losns, both for commercial and agricultural pur-
voses, is revorted to be light except for a few isolated cases in the
agricultural districts. In an effort to stimulate loan accounts,
zome of the baznks in the larger communities have established personal
loan departments, although they expresc themselves as being somewhat
disappointed with the results obtained.

Rochester, New York

While Rochester has six commercial banks, two of these do only

= small commercial business. Twenty-one branches are operated by three
- banks, of which fifteen are within the corporate limits of the city snd

six cuteide. Branches have been established in various communities in

this district where formerly indepcndent banks were located. Interest

rates in Hochester vury, some bmnke puying 2 per cent on cdevosits up

to #7,500, with lower rates on amounts in excese of this; other baonks

pay the 2 per cent rate on balances ag high as £15,000, and others place
__ no limit ovut wiil take large depcsits at 2 per cent ag long as they feel

they can empley the funds profitably. Loan rates range hetween 3 and

6 per cent.

Sarstoge, Warren, and washington Counties, New York

Deposits genereslly are steady or slightly higher than a year ago,
only twc banks reporting materisl decreases. Time deposits thrcugh-
cut this arss average sporoximately 66 per cent of total deposits. A
number of bank officers express the opinion that they owe it to their
depcsitors to pay 2 per cent as long as it con possibly be justified
by earnings, since many of them have been asccustomed for years past to
rely upon this as an important, snd in some cacges their chief, source
of income.

Philadeiphia .

. Luzerne County, Peunsylvania

The preveiling rates of intercst are 2 per cent on deposits and 6
per cent on leans. One banker has suggested to his iocal clearing
house that a deposit rate of 1} per cent be zdopted and that the loan-
ing rate be reduced to 5 per csnt. Although the clearing house was
friendly to this proposal, no action has zs yet been taken.

Some of the bankers are complaining of the competition being cof-
fered by a large insurance ccmpeny, which is piacing mortgages in this
county at a 4% per cent rate. Apperently the banks concerned have not

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



13

5= L-38-a

Philadelphia continued

made much effort to meet this competition by departing from the prevail-
ing 6 per cent rate. :

Six Counties in Northeastern Pennsylvania

Conditions in the area covered by this report show an improvement
over those of a year ago in all but a few communities. However, the
unsettled labor conditions either present or prospective are a mstter
of concern to officers of the banks visited. Many of them believe that
it will be necessary for the National administration to take a definite
stand in this matter in the near future and that nothing chort of that

N will have a stabilizing influence.

The general attitude of the officers of non-member banks interviewed
during the month was favorcble toward the System and no specific comments
were received as to why these institutiomns had not aspplied for admissicn.
It is believed, however, that at leaet ten of the institutions viesited
might have some difficulty in being accepted due to the condition of as-
sets., The officers of four other institutions stated frankly that they
were not interested in joining the System. Two of these were officers
of banks which had withdrawn from membership since the bank holiday.

The officer of another institution stated that his bank was really a
"back-door" member, inasmuch as it was able to dispose of its rather large
supplies of excess currency by shioning it at the expense of the regerve
bank in payment for cash letters, thus obtaining what he considers to be
the chief savings to be gotten through membership. One:institution hopes
to convert to a National bank sometime in the future and two others are
ineligible for membership due to insufficient capital.

Largely as a result of improved industrial conditiong, the public
relief problem has been less acute this year than last. Total expendi-
tures for direct relief in Columbia, Luzerne, Mountour and Monrce Counties
in the week ended June 19 were about 25 per cent smeller then a year ago,

‘ while in Northumberland and Pike Counties the amount increased. The

- amount of public money spent in cqunection with work relief also has been
reduced in the past few weeks, although it continuss to be an important
factor in all counties under consideration.

Larger incomes from such sources as wages, salaries and dividends,
as well as from continued public expenditures have had a stimulating ef-
fect on trade in general. For examplc, retail trade sales in the first
five months of this yéar in these counties exceeded those for the same
period last year by nearly 7 per cent. Sales since May appear to have
been well maintained, althcugh seascnal recessions are in evidencs.
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Philadelphis continued

Sales of new passenger automobdiles this year have shown substan-
tial increases over the previous years. The number of cars sold in the
. ¢ix counties during the first five months of this year was 20 per cent
larger than in the same period last yeur and 96 per cent larger than
in 1933. Compared with a record volume in 1929, however, sales still
were about 10 per cent smaller,

Clgveland

(The Cleveland report contains only statistical information as to
visits to bLianks, meetings atterded, and addressec made. The schedule
of regular visits will probably he resumed in September.)

Lichmond

At conventions, group meetings snd individuel visits, our repre-
sentatives report a very decided trend in faver of continuing to oper-
ate local unit banks as opposed to further supervision of banking from
Washington or by outside capital.

The officer of one nonmewmber State bank, which is also a non-par
institution, told our represcentative that its revenue from exchsnge
charges will average from 3,000 to $10,000 per annum and that without
this revenue his bank could not meke the grade. This officer feels
that there are teoo many duplicating agencies and supervising euthori-
ties, and frankly said he would not consider membership in the System
until "pushed in" by statutory requirements. This particular communi-
ty is prospering at this time, taking advantage of a growing tourist
trade.

The active officer of another nonmember bank told our representa-
- tive that while he has a high regard for the Federal Heserve System,
he will undertake no move toward memberchip et this time as he believes
important changes in the entire banking structure are imminent.

Still another officer of a ncnmember bank informed our represen-
tative that in his opinion membership in the System would be associated
locally with the National baniking system, end in view of the suspension
of a National bank in the same town sometime ago, he held that State
benk membership would be of doubtful value. This same officer expressed
tc our representative the thougnt that some consideration is being
given by his bank to withdrawal from the F.D.I.C. He contends that
the insurance is not considered of sufficient importance locally to
justify the cost.
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Richmond continued

Our representatives report that in sections vigited by them in June,
the impression was gained that business was moving st a slower rate than
in the preceding months. However, they algo report that the agricultural

- outlook appears improved and that there is considerable expansion through-
out the district in construction work, especially recidential construc-
tion in and near larger communities. Our representatives report that
weather conditions during June were favorable for crops, which improved
materially in all sections visited by them in this district.

Atlanta

Seven banks in the City of Sevannah were visited on June 16th. The
bankers, without exception, stuted that earnings for the current period
are in excess of those shown for the year 1936 snd all appeared to be
optimistic regerding the earning record for the current year. They re-
ported an increase in the loan portfolios and a substantial revival of
business conditions in general. The record shows that receipts of naval
stores are abcut the same as of the same period last year, but that the
stocks on hand are smaller. Prices of rosin sre higher than last year,
but quotations on turpentine are slightly less.

Two member snd six nonmenber banks located within a radius of 75
. miles from Atlanta, in the northwest portion of the stsote, were also

visited. The bankers advised that crop conditions have been unusually
favorable and that present prospects indicate a production much in excess
of that for 1936. The rainr mcney crop in the section visited is cotton
and farmers have increased their acreage from ten to fifteen per cent
over last year. As a rule, the fermerg used fertilizer in generous pro-
portions, purchasing the same with cash obtained from their loczl banks,
which resulted in good business for locsl merchants and a saving to the
farmers on interest.

All of the banks reported an excellent demund for loans, and the
member banks stated that in all probability they would avail themsclves
of the rediscount privilege for short pcriods.

On June 24 and 25 fourteen banks and one branch in the territory
located in the northern part of middle Tennesseec were visited. In this
section the main money crops are dark fired tohtuacco, wheat, end corn.
Revenue is also derived from forage crops, cattle, lambs, and wonl.
Ferming conditions were found to bs excellent, as the weather has been
-favorable since early spring. Tobacco acreage will equal or excesd that
of last year and unless damaged by insects it is reasonahle to exvect
‘a greater production than that of last year. Bankers of this section
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Atlanta continued

advise that good prices are being received from live stock and thst
- the market is very active.

The activity of Governmental loan agencies as a general rule ap-
peared to have offered no competition to the bankers in this section.

Chicago

(The Chicago report contains only statistical information as to
visits to banks, meetings attended, etc.)

St. Louis

A State bank in Missouri wishes to join the System beceuse it is
having some difficulty with the F.D.I.C. and believes that joining the
Federal Reserve System would overcome the Corporation's objections.

Another nonmember has given no further considerztion to membership

since the outcome of its initial application, and states that it has no

- intention whatever of taking the matter up again, although its attitude
toward the System is friendly.

Time appears to have softened the attitude of one Illinois banker
toward the increase in reserve requirements, which thus far haos cesused
his benk no inconvenience whatever. However, he hopes & reduction will
be made should o bona fide locnl demand for accommodations materialize.

In connection with the recent closing of a nonmember bank, the
opinien was expressed that it might be the volicy of the F.D.I.C. to
center all banking facilities in county seat towns.

A national bank in Missouri referred to the suggestion of the F.L.I.C.
in connection with the ratio of 1 to 10 between capitsl and deposits,
and stated that if this requirement iz put into effect, it will reduce
its deposits rather than increase its capital.

The president of an Illinois bank commented on the reletively low
earnings of the bank, and stated that the problem was becoming more
acute each year. He zeys he sometimecs wonders what the future hag in
store for country uvenks.

Minneapolis

Southeastern South Dakota is in the best condition it has been for
years. Widely extended rains have greatly improved the pastures and live
Digitized for FRASER
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Minneapolis continued

stock feed outlook; and as a direct result, this year promises increased
business activity. BRye, barley, and oats are well advanced and show a

- normal development and growth. Although the cool wet weather may have
retarded the growth of the corn to some extent, nevertheless with favor-
able warm weather coon and a rcasonable amount of moisture, there is
every chance of & record crop. Some¢ hatching of grasshoppers has been
reported in South Dakota, but the present cool weather has been the
best deterrent tc their growth. Water levels, lakes, wells, and rivers
are high.

At every buank visited there wzs a definite feeling of optimism.
Farmers generally are in much better spirits because of the bright crop
prospects. Conditicns have never looked more promising then at present.
But if the rains continue to too great an extent, the former dust bowls
of South Dakota may become mud bowls. However, even if the record crop
that is anticipated ie not produced, it will look good against the drouth
years of 1934-1936. '

Virtually all the bankers had juegt received a copy of the Patman
Bill sent to them by the Independent Bankers' Association of Minnesota
for their perusal and comments. The only unfavorable comment heard con-
cerning this bill was the opinion expressed that volitics would eventual-
- ly creep into the System, and that if this occurred it would result in
an unhealthy banking gituation.

Business in general is on the upgrade; there is a prevailing opti-
mism; the banks visited have sufficicnt funds available to toke care of
all legitimate demands for loans; it is difficult to get the proper kinds
of loans; many banks do not anticipate very much of a demand now until
harvest time; there is a marked trend on the part of some of the banks
to seck an outlet for their available funds in installment paper; and
there is a general tendency for lower rates on loans brought on by com-
petition with government agencies. Automobile sales have increased; and
some of the dealers' orders for automobiles were held up through the
strike situation. There is an increase in the sule of tractors snd farm
mechinery; snd some wholesalers have bought heavily *his winter to opro-

‘ tect their dealerg from increased prices.

Western Central Wisconsin

Bank deposits have held up very well considering the amount of money
spent for feed. A number of bankers could not account for an incresse in
their deposits over last fall. Farmers are very hopeful and are now will-
ing to make expenditures for paint and repairs, ané other improvements
around their farms which have been neglected during the past few years.
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Mercantile stores have reported on increase in sales. If the crop comes
through as anticipated, cenditions will be far better then normal.

It was reported that offices established by the benks in this terri-
tory are all on a paying basis, and that the State Banking Department,
in conjunction with the Federal Deposit Insurance Corporation, is about
ready to force consolidaticns in communities where a bank cannot operate
profitably. They will, it was suid, suggest the establishment of offices
at some points so ag to continue banking facilities.

The executive officers of one nonmember believe the examiners for
the F.D.I.C. are exceedingly severe, and in the course of our conversa-
tion asked what steps could be taken to bocome a member, thereby elimi-
nating examinations by that corporation. They did not, however, care
to give up their office now being operated in a nearby town to become
a member of the System, so no applicaticn will be filed at this time.

A number of the bankers mentioned the Patman Bill. All of them were
opposed to government ownership of the Federal Lescrve Banks.

Contacts with benks during the month serve to emphasize the fact that
the breaking of the drouth in the Tenth District is the outstanding recent
banking development. The growing scason is still young and many things
may happen before Fall, but the month of June witnessed distinct improve-
ment. Rains were general throughout the District and while they were too
late to save the wheat crop in regions adjacent to the "Dust Bowl", the
feed situation in those sections is greatly improved. Indications are
that a considerably better than normal wheat crop will be harvested and
the prospects for corn are promising. Reserve stocks are so short because
of protracted crop failures thet bumper crops may ecsily be sold at prices
much above the average. It is difficult to overestimate the bearing of
such a favorable development on the banking situation.

In drouth secticng large numbers of people have been on relief and
many bank loans have been frozen for years. Good crops and good prices
may be the means of a clean-up of bank loazns such as has not been seen for
years. Even the better situated farmers have been compelled to buy feed
at very high prices tc keep intact their herds and to produce dairy and
poultry products. As a rule the prices farmers have received for these
products have not justified the purchase of the necessary feed. But if
rains continue another six wecks farmers will again be raising their own
fced and it is almost imposgible to overestimate the importance of this
fact alone on farm morale.

Wyoming

A serious problem confronting banks in Wyoming at the present time
is that of financing the restocking of the ranges. Moisture conditions
in Wyoming this year have been good and bankers report that ranges in many
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scetiong are in the best condition in ten years. The problem now is the
ghorvage cof cattle.

In making loans to restock ronges, bunks are disturbed about two other
things. One of these ig the relatively high price of cattle. Furthermore,
while the ranges at precent are in good shepe, no one can be certain this has
any degree of permanence. The drouth of recent years in west central states
was so sengational and protracted that it will take scme years of bhetter
moisture conditions to give assurance that the dry cycle is actually at an
end.

During the past month representatives of the Omzha Branch of this bank
called on all of the State benks in Wyoming that are eligible for membership.
It cannot be said that the prospects for new membership from that State are
especially promising uncder the conditioans that now exiet.

‘ The problem of par collection in ¥Wyoming is not an imporitant one and

other consideratione than the desire to make exchunge charges are the domi-
nating ones. Probably the most importent factor bearing on the membership
question ie that of inaifference. Most eligible State banks are in an casy
cash position and they do not expect to borrow money. However, at the

present time quite a number of eligible State banks cppear not to be in con-
dition for membership. Some of them are having considerable trouble with
the F.D.I.C. examiners, and many are so heavily stocked with real estate
loans that they fear their condition will be criticized by the examiners of
this bank.

In a good many cases, banks will not be interested in membership until
a number of uncertain conditions are more clear. Some are not making money
and they prefer to wait until conditions are more settled and they con make
money or liquidate their institution. Judging by prescnt conditione, cer-
tain communities seem over-banked and there is reported to be considersble
pressurc from the F.D.I.C. in the direction of consolidstion. Naturally banks
will not consider membership until it is determined which ones will survive.
Another matter working against membcrship is the incressed reserve require-
ments. Some bankers expressed the opinion that the uncertainty ettending
a policy of fluctuating reserve requirements will be intolerable. Many of
them do not understand that changing reserve requirements is an instrument
of credit control that can be used only at infrequent intervals; that the
meximum regerve requirements have zlready gone into effect and that proba-
bly this matter has now beecn stabilized for some time. However, this un-
certainty regarding legal reserves is an importsnt factor causing benks to
hesitate about membership. In a number of cases bsnks expressed the opinion
that should they decide tc become mempers they would prefer to take out na-
tional charters. ‘

Dallag

est Texas

Abundant rainfall and high prices of cattle, checep, wool snd mohair
have this year transformed the plains ané plateaus of west Texas from a
: distressed drought-stricken region into a land overflowing with prosper-
ity, according tce the reports of our representatives. The bankers inter-
¥ were more timistic than they have been in man ears over the
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Dallas continued

improved state of the agricultural and livestock industries and the resul-

tant bright outlook that faces their communities. The interviewed bankers

said that the feeling of discouragement and gloom that has been almost uni-
versal among their clients for the past several years is gone.

Banxs report a steady growth of deposits, and a continued accumula-
tion of idle funds whose employment presents a problem of steadily increas-
ing complexity. Except in the larger centers the banks have not heretofore
invested to any substantial extent in Government bonds or other securities.
This is due chiefly to the fact that in normal years the demand for loans
from stockmen and farmers is sufficient to keep their funds well employed
at profitable interest rates. There is evidence, however, that the banks
thls year are turning to the government bond market in increasing numbers.
One interviewed member banker complained rather sharply that country banks
with funds to invest do not always have a fair chance to submit their sub-
scriptions for the new government issues offered by the Treasury Department
from time to time. As an example, he cited the Treasury note offering of
June 15, saying that he received a notice of the offering and in the same
mail received a bulletin announcing that the Treasury Department's sub-
scription books for the offering had been closed.

A surprising number of bankers praised recent banking legislation in
the highest terms and expressed gratitude for the great benefits it had
contributed to the banks as well as to the public. Such generous and ben-
evolent expressions by bankers in regard to the various restrictive and re-
formative laws with which the government has in recent years encompassed
their operations are so unusual that they perhaps call for some explanation.
The answer may probably be found in the happy and jovial mood which prosper-
ous times, like the present, bring to people in all walks of life, including
even such confirmed pessimists as bankers are known to be as a class. In
any event, this seems to be true of the bankers of West Texas.

The officers of a National bank in Texas took occasion to commend
the industrial loan facilitles created by Section 13b. They were partic-
ularly gratified over the constructive results of a large industrial loan
which we made in conjunction with their bank to a local wholesale hardware
firm which at the time was threatened with bankruptcy due to the "squeez-
ing" tactics of somé of the firm's impatient creditors. The loan not only
relisved the situation but enabled the firm to take advantage of a strong
upswing in general business conditions in that section of the State, and
the company is now not only back on its feet, but its business has increased
so rapidly that it has been able to prepay more than twenty monthly install-
nents of its obligation to our bank,.

San Francisco

Southern and Western Idaho and Northery Utah

Although the growing season in the area visited during the month was
somewhat retarded, approximately two weeks late, all crops generally were
reported to be in good condition. Moisture conditions are excellent at
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San Francisco continved

irrigation water in the principal reservoirs is above normal and greater
than at any similar time in the past five years., The larger farming sec-
tions in Southern Idaho reported a wider diversification of crops being
planted, with a heavy planting of beans, potatoes and sugar beets. There
has been some damage by pests to the sugar beets in isolated sections,
which at present is not considered serious.

Conditions on the lower livestock ranges during the late spring
months were excelient. However, forage on the higher ranges did not ma-
ture normally, cdue to a backward spring season. Livestock were held on
the lower ranges two or three weeks later than usual before entering the
higher ranges. It is reported that winter moisture conditions with late
spring raing on the higher ranges gives assurance of ample forage condi-
tions prevailing a1l through the late summer.

Farly lambs in Southern Idaho werc markcted this month at weights
averaging between 80 and 90 pounds. The price received for the earlier
shipments was 12¢ per pound. The wool clip in Southern and Western Idaho
was normial, most growers contracting last fall at prices between 34 and
37¢. There is a small percentage of all wools still unsold, and of that
practically all now has been consigned.
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS

i

UsE, 123

Federal Yisits to pvaaks - weetings attended Addresses made

Rg:izve Member mg;g;r_ Total Humber Atterdance Number Attendance
Boston 31 None 31 5 # None —
New Yerk 132 55 a7 8 2,920 4 355
Philadeiphia 58 17 5 < 330 i 250
Cleveland 15 16 51 6 960 3 170
Richmond 56 S5 36 5 2,075 None —
Atlanta 9 23 32 2 700 Nona _—
Chicago 10 25 40 2 850 None —
St. Louis 48 20 68 5 2,100 None —_
#inneapolis 15 139 296 15 8,581 3 525
Kansas City o7 9 96 3 541 3 251
Dellas 59 2 68 3 1,550 None —
San Francisco 61 10 71 16 1,356 3 386

# httendance not reported
#* Attendance at 1 not rsported



BOARD OF GOVERNORS R34
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 16, 1937.

SUBJECT: Code Words Covering New
Issues of Treasury Bills.

Dear Sir:
In connection with telegraphic transactions in
Government securities between Federal reserve Banks, the
following code words have been designated to cover new
iscues of Treasury Bills:
"NOZFAG" -~ Treasury Bills to be dated
July 21, 19357, and to mature
December 16, 1937.

"NOZFED" - Treasury Bills to be dated
July 21, 1937, and to mature
Aoril 20, 1938.

These words should be insertéd in the Federal
Reserve Telegraph Code book, following the supplemental

code word "NOZEYL" on page 172.

Very truly yours,

J. C. Noell,
Assistant Secretary.

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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BOARD OF GOVERNORS
OF THE
FEDERAL RESERVE SYSTEM

STATEMENT FOR THE PRESS

For immediate release July 23, 1937

The Board of Governors of the Federal Reserve System today
announced the following appointment:

FEDERAL RESERVE BANK OF CHICAGO

Detroit Branch of the Federal Reserve Bank of Chicago

BRANCH DIRECTOR:
For unexpired portion of term ending December 31, 1939:
Mr. H. Lynn Pierson of Detroit, Michigan.

http://fraser.stlouisfed.org/
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

R-56

ADDRESS OFFICIAL CORRESPONDENCE
TGO THE BOARD

July 24, 1937.

SUBJECT: Code Words Covering New
Issuee of Treasury Bills.

Dear Sir:

In connection with telegraphic transactions in
Government securities between Federal reserve banks, the
following code words have been designated to cover new
issueg of Treasury Bills:

"NOZFIX" - Treasury Bills to be dated

July 23, 1937, and to mature
December 17, 1937,
"NOZFOE" ~ Treasury Bills to be dated
July 28, 1937, and tc mature
April 27, 1938.
These words should be inserted in the Federal

Reserve Telegraph Code book, following the supplemental

code word "NOZFED" on page 172.

Very truly yours,

J. C. Noell,
Asgistant Secretary.

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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R-37
BOARD OF GOVERNORS
orF THE
FEDERAL RESERVE SYSTEM
STATEMENT FOR THE PRESS
For release in morning papers, The following summary of general busi-
Viednesday, July 8, 1937. ness and financial conditions in the

United States, based upon statistics
for June and the first three wecks of
July, will appear in the August issue
of' the Federal Recerve Bulletin and
in the monthly rcviews of the Federal
Reserve banks.
Activity in most manufacturing industries and at mines continued in
June at the May level, with allowance for seasonal influences, but the
total output was decreased by labor difficulties in steel mills. In July,

production at these mills increased.

Production and employment

Volume of industrial output, as measured by the Board's seasonally
adjusted index, was 115 percent of the 1923-1925 average in June as com-
pared with 118 percent maintained in the preceding three months. The
decrezse was largcely accounted for by the decline in steel production.
Automobile production declined seasonally and lumber output showed
little change. There was considerable reduction in activity at shoe
factories and at sugar refineries, while textile production was close
to the level of other recent months. At mines output continued in about
the same volume as in May.

Value of construction contracts awarded, which had declined in May,
increasced considerably in June, according to figures of the F. W. Dodge
Corporation. There was a marked rise in contracts for public projects,
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and awrrds for private building increased somewhat, reflecting chiefly a
larger volume of contracts for factories and for apartments.

Factory employment and payrolls declined more than seasonally from
the middle of Muy to the middle of June, largely as a result of strikes
in the iron and steel industry. In most other manufacturing industries
and also in non-manufacturing lines changes in employment were chiefly of
a seasonal nature.

Agriculture

The July 1 cotton report of the Department of Agriculture showed an
acreage of 34,192,000, which is larger than in any year since 1933, but
considerably smaller than the average of 41,424,060 acres for the five
years 1928-1932. Reports on other major crops indicate larger production
than last secason and about equal to the average for 1928-1932.

Distribution

Distribution of commodities to consumers was maintained in June at
he level of other recent months, with allowance for seasonal influences.
Department store sales showed a seasonal decline and there was little
change in mail-order business. Sales at voriety stores increcased some-
what. Department store trade in the mid-western industrial area in June
and in the first half of the ycar showed larger increases over a year ago
than did sales in other parts of the country.

Freight-car loadings declined somewhat further in June, reflecting
largely a decrease in shipments of miscellaneous freight.

Wholesale commodity prices

The general level of wholesale commodity prices, which had declincd

gradually from the beginning of April to the middle of June, advanced
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somewt.at after that time. Prices of hogs and pork rose considerably and
grain prices advanced duriﬁg most of the period. Steel scrap prices in-
creased sharply and prices of tin, zinc, and hides also advanced, while

cotton goods and rubber continued downward. In the past weesk prices for
grains declined and cotton prices also moved lower.

Bank credit

In the four-week period ending July 21 the volume of exXcess reserves
of member banks increased from $810,000,000 to $870,000,000, owing prin-
cipally to a decline in the amount of required res=zrves resulting from a
decrease in deposits at member banks in‘ieading cities.

Commercial loans of reporting member banks continued to increase
both in New York City and in other leading cities during the five weeks
ending July 21. There was a substantial decline in adjusted demand de-
posits, mostly at New York City banks. This decline corresponded to de-
creascs in holdings of United States Government obligations, following
increases at the time of new Trcasury note issues at the middle of June,
and in holdings of other securities. Loans to brokers and dealers in
securities, which increased in June, declined‘during the first three
weeks of July.

Money rates
Open-market rates on Treasury biils and yields on Treasury notes and

bonds declined in July to the lowest levels since March.
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BOARD OF GOVERNORS
OF THE
FEDERAL RESERVE SYSTEM

STATEMENT FOR THE PRESS

For immediate release July 28, 1937,

The Board of Governors of the Federal Reserve System

today announced the following appointment:

FiDERAL RESERVE BANK OF SAHN FRANCISCO

Los Angeles brancii of the Federzl Reserve Bank of San Francisco

BRAICE DIRECTOR:
For unexpired portion of term ending December 31, 1937:
Mr. Carl V. Newman of Santa Ana, California.
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BOARD OF GOVERNORS
OF THE R-39

FEDERAL RESERVE SYSTEM

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 28, 1937.

CONFIDENTIAL

Dear Sir:

Inclosed are six copies of a tentative draft of a pro-
posed general revigion of Regulation T, Extension and Mainte-
nance of Credit by Brokers, Dealers, and Members of National
Securities Exchanges, which has been prepared at the direction
of the Board but which has not yet been acted upon by the Board.
Additional copies are being sent under separatec cover.

You will note that this is a preiiminary draft and that
it is not for publicatiou.

Please submit copies to any national securities exchanges
located in your district, and request them to consider the draft
in confidence, with every precaution against notice by the press,
and to submit to you in writing their comments, criticisms and
suggestions. Please forward thesc to the Board as soon as they
are received, and furnish to the Board within a reasonable time
any comments, criticisms or suggestions of your own.

It is anticipated that some of the exchanges and some of
the Federal Reserve banks will submit their comments within two
or three weeks, but that others will desire additional time. All
comments, however, should reach the Board not later than Septem-
ber 15, 1937.

Very truly yours,

R sz iy

Chester Morrill,
Secretary.
Inclosures.

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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BOARD OF GOVERNCORS
OF THE
FEDERAL PESERVE SYSTEM

*

STATEMENT FOR THE PRESS

For release in morning papers  July 30, 1937
of Saturday, July 31, 1937

The Board of Governors cof the Federal Reserve System hes amended
its Regulation U, which relates to loans by banks for the purpose of
purchaging or c;rrvino stocks registered on e national securities ex-
change, and at the same time has revised the "Foreword" to the regula-
tion to accord with the regulation as revised: The effect of the emend-
ment is to extend the scope of the regtlation, which has heretofore
applied only to loans made on or after Mcy 1, 1936, so that it will ap-
ply zlso to loans made prior to that dete.

The amendment, which becomes effective September 1, 1937, will ap-
pear in the forthcoming issuc of the Federal Reserve Bulletin and the
regulation as revised is being reprinted and will be mailed within a
few days to all banke in the United States.

The "Foreword" to the Regulation, of which only the first paragraoh
has becn revised, now reads as follows:

"This regulation is issued pursuant to the provisions
of section 7 of the Securities Exchange ict of 1934,

The regulation does not restrict the right of a bank
to extend credit, whether on securities or otherwise, for
any commercial, agricultural, or industrizal purpose, or for
any other purpose except the purchasing or carrying of
stocks registered on & national sccurities exchange.

The regulation does not prevent a bank from taking for
any loan collaterecl in addition to that required by the regu-
lation, nor does it require a bank to reduce any loan, to
obtain additional collateral for any outstanding loan, or to
call any cutstanding loan because of ingufficient collateral."

The amendment to Regulation U reads as follows:

"Amendment No. 3 of Regulation U - Effective September 1, 1937

Regulation U, as amended, is hereby further amended
in the following respectst

1. Section 1 of said regulation is amencded by inserting
the words 'or at any previous time,' in the second para-
graph of said section after the words 'incurred on or
efter May 1, 1938,'; ond by substituting the words
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'While a benk maintains any such loan, whenever made, the! for
the words 'After any such loan has been made, a' in the third
paragraph of said section; so that said section 1 as thus
amended will read as follows:

'SECTION 1, GENERAL RULE

' On and after May 1, 1936, no bank shall make any loan
secured directly or indirectly by any stock for the pur-
pose of purchasing or carrying any stock registered on .
a national gecurities exchange in an amount exceeding the
maximum loan value of the collateral, as prescribed from
time to time for stocks in the supplement to this regula-
tion and as determined by the bank in good faith for any
collateral other than stocks.

For the purpose of this regulation, the entire indebt-
edness of any borrower to any bank incurred on or after
May 1, i936, or at eany previous time, for the purpose of
purchusing or carrying stocks registered on a national
securities exchange shall be considered a single loan;
and all the collateral securing such indebtedness shall
be considered in determining whether or not the iloan com-
plies with this regulation.

While a bank maintains any such loan, whenever made,
the bank shall not at any time permit withdrawals or sub-
stitutions of collateral that would cause the maximum
loan value of the collateral at such time to be less than
the amount of the loan. In case such maximum loan value
has become less than the amount of the loan, a bank shall
not permit withdrawals or subtdtitutions that would in-
crease the deficiency; but the amount of the loan may be
increased if there is provided additionel collateral hav-
ing meximum loan value at least equal to the amount of
the increase.’

2. Section 2 of said regulation is amended by substituting the word
'may! for the word 'thereafter' in the unlettered portion of said
section so that the unlettered partion of said section as thus
amended will read as follows:

'SECTION 2. EXCEPTIONS TO GENERAL RULE

Notwithstanding the foregoing, a bank may make and
may maintain any loan for the purpose specified above,
without regard to the limitations prescribed above, if the
loan comes within any of the following descriptions:!'"
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BOARD OF GOVERNORS
OF THE R-41

FEDERAL RESERVE SYSTEM

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 30, 1237.

CONFIDENTIAL —- NOT FOR PUBLICATION OR DISTRIBUTION

SUBJECT: Revised Draf't of Proposed Regulation A

Dear Sir:

In its letter of August 28, 1935 (X-9301), the Board of Gov-

ernors submitted to the Federal Reserve banks for comments and sug-

. gestions a draft of a revision of Regulation A relating to discounts
for member banks by Federal Reserve banks, and with its letter of
October 21, 1935 (X-9346), inclosed copies of memoranda covering the
recommendations made by the Board's staff with respect to the prin-
clpal suggestions of the Federal Reserve banks in connection with
the proposed regulation.

There are inclosed herewith six copies of a revised draft of
the proposed Regulation A and of a proposed letter regarding marginal
collateral to be transmitted to the Federal Reserve banks in connec-
tion with the issuance of Regulation A. The inclosed draft of the
regulation contains a number of changes, and your attention is in-
vited particularly to the provisions of subsection (d) of section 1
of the regulation regarding the kinds of collateral which may be used
as security for advances under section 10(b) of the Federal Reserve
Act; to the omission from subsection (a) of section 2 of the provi-
sions under which paper is ineligible for discount if its proceeds
are advanced to some other borrower; to the provisions of subsection
(e) of section 3 of the regulation regarding the amount of credit ex-
tended on the security of obligations of the United States; to the
omission of the words '"or between foreign countries" in paragraph
(1) of subsection (b) of section 6 regarding bankers' acceptances;
to the omission in paragraph (%) of said subsection (b) of the words
"or issued by a grain elevator or warehouse company duly bonded and
licensed and regularly inspecited by State or Federal authorities
with whom all receipts for such staples and all transfers thereof
are registered and without whose consent no staples may be withdrawn";
to the new footnote 9 regarding bankers' acceptances; to the recom-
mendations in the appendix relating to real estate loans; and to the
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recommendations in the appendix relating to loans upon installment
paper; as well as to the General Principles included as a preface to
the regulation and the proposed letter to the Federal Reserve banks
regarding marginal collateral.

. Subsection (d) of section 1 of the rogulation contains a list
of specified classes of collateral security upon which it may be ex-
pected that member banks will more rcadily be able to obtain credit
from thc Federal Reserve banks under the provisions of section 10(b)
of the Federal Reserve Act than upon other classes of security not
specifically mentioned. It has been suggested that the inclusion of
this 1list of classes of collateral security and of the recommendations
contained in the appendix to the regulation as to the standards which
should be observed by member banks in making installment loans and
loans upon real estate may serve to foster and encourage sound prac-
tices by member banxs in making loans and investments.

As you know, with the exception of paper of cooperative mar-
keting associations and of certain factors, paper the proceeds of
which are advanced or loaned to some other borrower, such as paper
made by finance companies, has heretofore been ineligible for dis-
count at Federal Reserve banks. You will note from subsection (a)
of section 2 of the inclosed draft of the regulation thet this re-
striction on paper whose proceeds are loaned to others has been elim-
inated, so that notes, drafts or bills of exchange the procecds of &
which have been or are to be advanced or loaned to some other borrow-
er for a commercial, agricultural or industrial purposc would be
gligible for discount. Like amy paper offered for disccunt, howecver,
such & note, draft or bill would have to comply with the other re-
quirements of the regulation as to eligibility for discount, includ-
ing the maturity limitations of 90 days in the case of commercial
paper and nine months in the case of agricultural paper. If paper
is ineligible for discount because its maturity is in excess of these
limitations, it may nevertheless be accepted by a Federal Reserve
bank as security for a member bank's promissory note under the provi-
sions of section 10(b) of the Federal Reserve Act, as provided in sub-
section (d) of section 1 of the regulation.

It will be observed thzt under the provisions of paragraph
(1) of subsection (b) of section 6 it would no longer be possible to
discount bankers' acceptances drawn to finance the shipment of goods
between foreign countries. This change is contained in the revised
draft of the regulation in view of the disclosures regarding accep-
tances of this kind in the report of the Federal Reserve Committee
on Acceptance Practice. In view of the fact that Regulation B pro-
vides that, with certain exceptions, a banker's acceptance must be
eligible for discount in order to be eligible for purchase by Federal
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Rescrve banks in the open market, this change would also prevent the
purchase of bankers' acceptances drawn to finance the shipment of
goods between forscign countries. However, the change would not pre-
vent the financing through bankers' acceptsnces of the sale and dis-
tribution into the channcls of trade abroad of goods exported from
this country, in accordance with the ruling published at page 850 of
the Federal Rescrve Bullctin for 1927. Footnote 9 is intended to
conform substantially to thc rccommendation contained in the report
of the Federal Rescrve Committuc on Acceptance Practice.

It will be appreciated if you will review the inclosed docu--
ments and furnish to the Board your comments and suggestions thereon
before September 1, 1937. While the Bourd will, of course, be glad
to have your views on any provision of the regula‘tion to which you
wish to call attention, the provisions conteined in the draft of the
regulation inclosed with the Board's letter of Avgust 28, 1935, have
already been the subject of careful consideration by the Federal Re-
serve banks, and it is hoped that in making suggestions to the Board
regarding the revised draft you will give particular attention to the
provisions which are mentioned in the second paragraph of this letter.

It is requested that the regulation and the proposed letter
be considered by the appropriate officers of your bank, but that they
be not submitted to or discussed with anyone outside of the bank.
Please have it clearly understood that the regulation and proposed
letter are not for publication and that the entire mattor is to be
dezlt with in strict confidence.

Very truly yours,

%m(rw

Chester Morrill,
Secretary.

Inclosures.

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS.
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CONFIDENTIAL - NOT FOR PUBLICATION OR DISTRIBUTION

PROPOSED LETTER TO BE SENT TO FEDERAL RESERVE BANKS
AFTER ISSUANCE OF REGULATION A.

SUBJECT: Amount of Marginal Collateral Required in
Connection with Advances or Discounts.

Dear Sir:

In comnection with the revision of Regulation A which has
just been issued, the Board of Governors wishes to invite your at-
tention to the provisions contained in subscction (d) of section
2 relating to marginal collateral required by a Fedaral Reserve
bank from a member bank in connection with a discount or an advance.

In determining the amount of marginal collzteral to be re-

‘\ quired it is expected that a Federal Reserve bank shall give pri-
mary consideration to the public welfare aand the general effects
that its action may have on the position of the member bank, on
its depositors, and in the community, and in general s Federal Re-
serve bank should limit the amount of collateral it requires to
theAminimum consistent with prudence.

Aithough the regulaticn itself contains no specific limita-
tion on the amount of additional or marginal collateral that a Fed-

eral Reserve bank may require from a member bank in connection with
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0.

a discount or an advance, it is the view of the Board of Governors
that in no case should the amount of all the assets of a member bank,
at their market value or their reasonably apprazised value, required
by a Federal Reserve bank as collateral security in connection with
any advance or discount under the provisions of Regulztion A exceed

per cent of the amount of the advance or _____ per cent of the
amount of the paper discounted, as the case may be, unless a prompt
and full report of all the circumstances of the case is made by the
Federal Reserve bank to the Board of Governors of the Federazl Reserve
System.

It is requested that you arrange to have all future transac-

tions of the kind described reported to the Board of Governors in
accordance with the views expressed above.

Very truly yours,

Chester Morrilil,
Secretary.

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS

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



L-499

CONFIDENTIAL - NOT FOR PUBLICATION OR DISTRIBUTION

Draft of regulation prepared at direction of Board of
Governors of the Federal Reserve System but not
yet acted upon by the Board of Governors.

BOARD OF GOVERNORS

OF THE FEDERAL RESERVE SYSTEM

ADVANCES TO AND DISCOUNTS FOR MEMBER BANKS
BY FEDERAL RESERVE BANKS

REGULATION A

This regulation as printed herewith is
in the form as revised cffective
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(Reverse sidc of cover page)

INQUIRIES REGARDING THIS REGULATION

Any inquiry rclating to this regulation should
be addressed to the Federal Rescrve bank of the dis-
trict in which the inguiry ariscs.
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GENERAL PRINCIPLES

The guiding principle underlying the extcnsion of credit
by Federal Reserve banks is public servicc. Accordingly, the ef-
fect that the granting or withholding of credit accommodation by a
Federal Reserve bank may have on a member bank, on its depositors
and on the community is of primary importance. The fundamenteal
objective to be sought in the application of the provisions of
this rcgulation is the advancement of the public intercst.

In extending accommodation to any member banlk, the Federal -
Reserve banks are required to have due regard to the demands of
other member banks, as well as to the maintenance of sound credit
conditions and the accommodation of comperce, industry, and agri-
culture, and to consider not only the nature of the paper offered,
but also the general charactier and amount of the loans and invest-
ments of the.mombcr bank, and whether the bank has been extending
an undue amount of credit for speculative purposes in securities,
real éstate, or commoditics, or in aay othcr way has conducted its
opcrations in a manncr inconsistent with the maintenance of sound

credit conditiorns.
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Draft of regulation prepared at di-
rection of Board of Governors of the
Federal Reserve System but not yet
acted upon by the Board of Governors.

X

RO

REGULATION A
Revised effective 1937
(Superseding Regulation A, Series of 1930)

ADVANCES TO AND DISCOUNTS FOR MEMBER BANKS BY FEDERAL
RESERVE BANKS

INTRODUCTION

Thie regulatioﬁ is based upon and issued_puréuant to.
various provisions of the Federal Reservé Act, the most important
of which, together with related provisions of law, are published
in the Appendix hercto. The rogulation is applicable to the fol-
lowing forms of borrowing from a Federal Reserve bank: (1) ad-
vances to member banks on their own notes secured by paper eligible
for discount or purchase by I'ederal Reserve banks, by obligations
of the United States or certain corporations owned by the United
States, or by other security which is satisfactory to the Federal
Reserve bank; (&) discounts of commercial, agricultural and in-
dustrial paper and bankers' acceptances; and (3) discounts for

federal Intermediate Credit banks.
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SECTION 1. ADVANCES TO MEMBER BANKS

{a) Advonces on Government obligations. — Any Federal Re-
serve bank may make advances, under authérity of section 13 of the
Federal Reserve Act, to any of its member banks for periods not ex-
ceeding fifﬁeen daysl on the promissory note of such member bank
secured (1) by the deposit or pledge of bonds, notes, certificates
of indebtedness, or Treasury bills of the United States, or (2) by
the deposit or pledge of debentures or other such obligations of
Federal Intermediate Credit banks having maturities of not exceed-
ing six months from the date of the advance, or (3) by the deposit
or pledge of Federal Farm Mortgage Corporation bonds issued under the
Federal Farm Mortgage Corporation Act and guaranieed both as to prin-
cipal and interest by the United States, or (4) by the deposit or
nledge of Home Owners! Loan Corporation bonds issued under the pro-
visions of subsection (c¢) of section 4 of the Home Owners' Loan Act
of 1933, as amended, and guaranteed both as to principal and inter-
est-by the United States.

(b) Advances on eligible paper. - Any Federal Reserve bank

may make advances, under authority of section 13 of the Federal

lHowever, under the provisions of the last paragraph of scc-
tion 13 of the Federal Reserve Act, any Federzl Reserve bank may
make advances for periods not cxcecding ninety deys to individuals,
partnerships or corporations (including banks) on their promissory
notes secured by dircct obligations of the United States at rates
fixed for the purposec.

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



3. L-459

Reserve Act, to any of its member banks for periods not exceeding
ninety days on the promissory note of such member bank secured by
such notes, drafts, bills of exchange or bankers' acccptanées as
arc eligible for discount by iederal Reserve banks under the provi-
sions of this regulation or for vurchasc by such banks under the
provisions of Rcgulation B, ‘

(¢) Advances on other sccurity under section 10(b) of the

Foderal Regerve Act. — Subjceet to the provisions of subsection (d)

of this section, any Federal Resurve bank mey make advances, under
authority of scction lQ(b) of the Federal Rescrve Act, to any of its
momber banks upon the latter'!'s promissory note secured to the satis-
faction of such Federal Kegerve bank. The rate charged on advances
made under the provisions of this subsection sghall in no event be
l:ss than one-~half of 1 per cent per annum higher than the higheét
rate appliceble to discounts for member banks undcr the provisions
of 3ections 13 and 1l3a of the Federal Rescrve Act in effect 2t such
Fcderal Reserve bank on the date of the note evidencing such advance.
Such an advance must be evidenced by the promissory note of such mem-—
ber bank payable either (1) on a definite date not more than four
months after the date of such advance, or (2) at the option of the
holder on or before a definite dute not more than four months after
the date of such advance.

(d) Kinds of collateral which may bec used as security for

advances under section 10(b) of the Federal Reserve Act. — A Federal

Reserve bank may accept as security for an advance made under the
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provisions of subsection (¢) of this section assets of auy of the
classcs enumerated below which are satisfactory to the Federal Reserve
bank, or paper secured by assets of such classes:

(1) Agscts which may be used as collatoral security for
advances under subsection (a) of thig section, entitled "Ad-
vances on Government Obligations", or subsection (b) of this
scction, entitled "Advances on Eligible Paper";

(2) Paper which would be eligiblce for discount or for
purchasn by Federal Reserve banks except by rcason of the
fact that the period of its moturity is greater than that
permitted for papcr cligible for discount or purchase;

(3) Obligations evidencing loans upor the security of
stock which are made in conformity with the provisions of
Regulation U of the Board of Governors of the Federal Re-
sorve Systems

(4) Investment securities as defined by the Comptrol-
ler of the Currency pursuant to section 5136 of the Kevised
Statutes of the United States;

(5) Obligations insured under the provisions of Title
I or Title II of the Natiouaol Housing Act;

(6) Debéntures, bonds, or other such obligationg isg-
sued by Federal Home Loan banks or issued under authority
of the Federal Farm Loan Act, without regard to the muturity
of any such obligations;

(7) Bills, notes, revenue bonds, and warrants which
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constitute general obligations of any State or of any political
subdivision thereof;

(8) Obligations which are issued or drawn for the purpose

of financing, refinancing, or carrying real estate and which com-
ply substantlally with the standards set forth in the recommenda-
tions relating to real estate loans in the appendix to this regu-
lation;

(9) Obligations which are issued cr drawn for the purpose

of fihancing or fefinancing the sale of goods upon an installment
basis and which comply substantially with the standards set forth
in the -recommendations relating to loans upon an installment basis
in the appendix to this regulation, and obligations of businesses
principally engaged in extending credit on such basis and in sub-
stantial accordance with such standards.

In addition, when in the judgment of the Federal Reserve bank cir-
cumstances make it advisable to do so, the Federal Reserve bank may accept as
security for an advance under subsection (c) of this section any asgsets other
than those set forth above which are satisfactory to the Federal Reserve bank.

SECTION 2. DISCOUNT OF NOTES, DRAFTS AND BILLS
FOR MEMBER BANKS.X

(a) Commercial, agricultural and industrial paper. - Any Federal

2Even though paper is not eligible for discount by a Federazl Reserve
bank for a member bank under the provisions of this regulation, it may be
used as security for an advance by a Federal Reserve bank to a member bank
under the terms and conditions of subsection (c) and subsection (d) of sec-
tion 1 of this regulation if it constitutes security satisfactory to the
Federal Reserve bank. In addition to the classes of paper mentioned in
section & of this regulation a Federal Reserve bank may discount bankers'
acceptances in accordance with the provisions of section 6 of this regula-
tion.
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Recerve bank may discount for any of its member banks, under
authority of sections 13 and 13a of the Federal Reserve Act,
any note, draft or bill of exchange which meets the following
requirements:
(L) It must be a negotiable note, draft, or

bill of exchange, bearing the indorsement of a

member bank, which has been issued or drawn, or

the proceeds of which have been used or are to be

used, in producing, purchasing, carrying or mar-

keting goods5 in one or more of the steps of the

process of production, manufacture, or distribu-

tion, or in meeting current operating expenses of

a commercial, agricultural or industrial business,

or for the purpose of carrying or trading in direct

obligations of the United States (i.e. bonds, notes,

Treasury bills or certificates of indebtedness of

the United States);

(2) It must not be a note, draft, or bill of

exchange the proceeds of which have been used or are

to be used for permanent or fixed investments of any

kind, such as land, buildings or machinery, or for

any other capital purpose;

SAs used in this regulation the word "goods" shall be con-
strued to include gecods, wares, merchandise, or agricultural
products, including livestock.
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Any Federal Reserve bank may discount for any of its member banks,
under authorify of section 13 of the Federal Reserve Act, negotiable
bills of exchangekpayable at sight or on demand which (1) bear the
indorsement of o member bank, () grow out of the domestic shipment

or the exportation of nonperishable, readily marketable staples4

~7— L-499

(3) It must not be & note, draft, or bill of
exchange the proceeds of which have been used or are
to be used for transactions of a purely speculative
character or issued or drawn for the purpose of car-
rying or trading in stocks, bcnds or other invest-~
ment securities except direct obligations of the
United States (i.e. bouds, notes, Treaéury bills or
certificates of indebtedness of the United States);.

- (4) It must have a definite maturity at the
time of discount of not exceeding ninety days, ex-

clusive of days of grace, except that agricultural

. paper as defined below in this section of this reg-

ulation may have a maturity of not exceeding nine
months, exclusive of days of grace; but this require-
ment is not applicable with respect to bills of ex-
change payable at sight or on demand of the kind de-

scribed in subsection (b) of this section.

(b) Bills of exchange payable at sight or on demand. -

4p readily marketable staple within the weaning of this regula-
tion means an article of commerce, agriculture, or industry of such
uses as to make it the subject of constant dealings in ready markets

49

with such frequent quotations of price as to make (a) the price easily
and definitely ascertainable and (b) the staple itself easy to realize
upon by sale at any time.
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and (3) are securéd by bills of lading or other shkipping docu-
ments conveying or securing title to such staples. All such
bills of exchange shall be forwarded promptly for collection,
and demand for payment shall be made promptly, unless the
drawer instructs that they be held until arrival of such staples
at their destination, in which event they must be presented

fbr payment within a reasonable time after notice of such
arrival has been received. In no e&ent shall any such bill

bé held by or for the account of a Federal Reserve bank for

a period in excess of ninety days.

(c) Construction loans. - In addition to paper of

the kinds specified above, any Fcderal Reserve bank may dis-
count for any of its member banks, under authority of section
24 of the Federal Reserve Act, a negotiable note which (1)
reprecents a loan made to finance the constructién of a resi-
dential or a farm building whether or not secured by lien upon
real estate, (2) is indorsed by such member bank, (3) is accom-
panied by a valid and binding agreement, entered into by a
person§ acceptable to the discounting Federal Reserve bank,
requiring such person to advénce the full amount of the loan
upon the completion of the construction of such residential

or farm building, and (4) matures not more than six months

SSuch person may be the member bank offering the note for
discount or any other individual, partnership, association or
corporation.
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from the date such loan was made and not more than ninety
days from the date of such discount by such Federal Reserve
bank, exclusi&e of days of grace.

(d) Agricultural paper. - Agricultural paper,
within the meaning of this regulation, is a negotiable note,
draft, or bill of exchange issued or drawn, or the proceeds
of which have been or are to be used, for agricultural pur-
poses,. including the production of agricultural products,
the marketing of agricultural products by thq growers thereof,
or the carrying of agricultural products by the growers thereof
pending orderly marketing, and the breediﬁg, raising, fatten-,

’ing, or marketing of livestock.

(e) Paper of cooperative marketing associations. - Notes,
drafts, bills of exchange, or acceptances issued or drawn by cooper-
ative marketing associations composed of producers of agricultural
products are deemed to have been issued or drawn for an agricultural
purpose within the meaning of the foregoing definition of "agricul-
tural papef", if the proceeds thereof have been or are to be used by
such association in making advances to any‘members thereof for an
agricultural purpose, in making payments to any members thereof on
account of agricultural products delivered by such members to the
association, or to meet expenditurés incurred or to be incurred by
the association in connection with the grgding, processing, packing,

preparation for market, or markcting of any agricultural product
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handled by such association for any of its members. In addition,
any other paper of such associations which complies with the appli-
cable requirements of this regulation may be discounted. Paper of
cooperative marketing associations the proceede of which have been
or are to be used (L) to defr:y the expenses of organizing such
asgociations, or (2) for the acquisition of warchouses, for the pur-
clicse or improvement of resl d@state, or for sny outher permanent or
fixed investment of cny kind, are not eligible for discount, even
though cuch warehouses or other property are to be used exclusively
in connection with the crdinary operations of the association.

(f) Collaterzl securing discounted paper. - A note, draft

or bill of exchange discounted by a Federal Reserve bank may be
secured by the pledge of gocds or collateral of eny nature, including
paper which is ineligible for discuunt, provided such note, draft or
bill of exchange is otherwise eligible for discount.

(g) Determinaticn of eligibility. - A Federal heserve bank

shall take such stens as may be necessary to satisfy itself as tc the
eligibility of aay paper offered for discount. Compliunce of paper
with the provisiors of paragrsph (3) of subsection (a2) of this sec-
ticn may be evidenced by a finencial stztement of the borrcwer show-
ing a reasonable excess of quick assets over current liabilities, or
such complience may be cvidenced in any other manner satisfactory to
the Federal Reserve bank.
(h) Limitations. - The aggregate of notes, drafts, and

bills upcn which any person, copartnership, association, or corporation
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is liable as maker, acceptor, indorser, drawer, or guarantor, dis-
counted for any memﬁer bank shzll at no time exceed the amount for
which such person, copartnership, aséociatiqn, or corporation may law-
fully become liable to a national banking association under the terms
of section 5260 of the Revised Statutes of the United States, as
amended.6 A Federal Reserve bank m&y not discount for any State mem-
ber bank any note, draft, or bill of exchange of any one borrower whose
total liability for borrowed money to such State member bank is greater
than could be borrowed lawfully from such State bank were it a nation-

a2l bank.

SECTION 2. GENEKAL REQUTREMENTS AS TO ADVANCES
AND DISCOUNTS

’ (a) Applications for advances or discounts. - Every ap-

plication by & member bank for an advence to such bank oi for the dis-
count of paper must contain z certificate of such bank, in form to be
prescribed by the Federal Reserve bank, that the security offered for
the advance or the‘paper offered for discount, as the case may be,

hés not been acquired from a nonmember bunk (otherwise than in ac-
cordance with section 4 of thic regulation) or, if so acquired, that
the applying member bank has received permissicn from the Board of
Governors of the Federal Reserve System to obtein advances from the
Federal Reserve bank onysecurity acquired from nonmember banks or to

discount with the Federal Reserve bank paper sc acquiréd. Every such

6
Section 5200 of the Revised Stotutes of the United States is
printed in the Appendix tc this regulation (page 52) together with
e. tabular snalysis of the section prepared in the office of the
Digitized for FrAcGemptroller of the Currency (page 36).
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application shall also contain a notation by the member bank as to wheth-
er it has on file a current financisl statement of a party primarily
liable on the paper offered for discount or as security for an advance

or of the person from whom the member bank scquired such paper. Every
applicatioﬁ of a State member bank for the discount of paper must con-
tain a certificate or guaranty to the effect that the borrower is not
liable and will not be permitted to become liable to such bank for bor-
rowed mongy during the time his paper is under discount with the Federal
Reserve bank in an amount grcecater than that which could be borrowed law-
fully from such State bank were it 2 national bank.

(b) Financial statements. - In order to determine whether

security offered for an advance or paper offered for discount is eligible
and acceptable, any Federal Reserve bank may require that there be filed

with it recent financial statements, or certified copies thereof, (1) of

—
\ . N\
NEPZ N

one or more parties to anmy obligation offered as security for an advance
or to any note, draft, or bill of exchange offered for discount and (2)
of any corporations or firms affiliated with or subsidiary to such party
or parties. A Faderal Reserve bank may in any case require such other
information as it deems necessary.

(c) Speculative use of credit by a member bank. — Each Federal

Reserve bank is required by law to keep itself informed at all times of

the general Character and amount of the loans and investments of its mem-

ber banks with a view to ascertaining whether undue use is being made of

bank credit for the speculative carrying of or trading in securities, real

estate, or commedities, or for any cther purpose inconsistent with the

maintenence of sound credit conditions; and, in determining whether to
ngza”ongﬁgg% or refuse advances or discounts, the Federal Reserve bank is required
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to give consideration to such information. Each Federal Reserve bank may
require such information from its member banks as it may deem hecessary in
order to determine whether such undue use of bank credit is being made.

(d) Agditional or marginal security. - In connection with any

advance or discount under this regulation, a Federal Reserve bank may re-
quife such additional or marginal security as it may deem necessary for
its protection over and above seburity, if any, required in such case by
the provisions of this regulation;.and the requirements of this regula-
tion with respect to the kinds of security shall not be applicable to such
additional or marginal security.

(e) Amount of credit extended on security of obligations of the
United States. - In any case in which an advance is made by a Federal Re-
serve bank in accordance with the provisions of this regulation on a men-
ber bank's promissory note which is secured by direct obligations cf the
United States or obligations which are guaranteed both as to principal and
interest by the United States, the member bank may obtain credit in an
amount equal to the face aﬁount of such obligations. However, if the mem-
ber bank has paid for such obligations leés than the face amount thereof
and the market value of the obligations is less than par, the amount of
such credit may not exceed the amount which it has paid for the obligations
or the market value, whichever is the highei. The amount of any discount
charged by the Federal Reserve bank at the rate established for the purpose

" may be deducted from the amount of the cradit.

SECTION 4. PAPER ACQUIRED FROM NONMEMBER BANKS

(a) Prohibition upon acgep;ggcg of nonmember bank paper.
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System, no Federal Reserve bank shall discount or accept as security for
an advgnce any paper or assets acquired'by a membeg bank from, or bearing
the signature or indorsement of, a nommember bank, except assets or paper
otherwise eligible which was purchased by the offering bank in good faith
on the open-market from some party other than a nonmember bank or which
was acquired through a merger or consolidation with, or purchase of a ma-
joriﬁy of the assets of, a nonmember baunk.

(b) Applications for permission. - An application for permission
to use as security for advances assets acquired from nonmember banks or to
discount paper acquired from nomnmember banks éhall be made by the member
bank which desires to offer such assets as security or such paper for dis-
count and shall state fully the facts which give rise to such application
and the reasons why the applying member bank desires such permission. Such
application shall be addressed to the Board of Governors of the Federal Re-
serve System but shall be submitted by the member bank to the Federal Re-
serve bank of the district, which will forward it promptly to the Board of

Governors of the Federal Reserve System with its recommendation.

(c) Paper acquired from Federal Intermediate Credit banks. - The

Board of Governors of the Federal Reserve System hereby grants permission
to Federal Reserve banks to make advances to member banks upon the security
- of paﬁer or asscts bearing the signature or indorsement of, or acquired
from, Federal Intermediate Credit banks, or to discount such paper for mem-
ber banks, if such paper is otherwise eligible under the law and this regu-

lation.
SECTION 5. DISCOUNTS FOR FEDERAL INTERMEDIATE CREDIT BANKS
(a) Kinds and maturity of paper. - Any Federal Reserve bank,
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under authority of section 1l3a of the Federal Reserve Act, may discouat for
any Federal Intermediate Credit bank (1) agricultural paper as defined in
section 2 of this regulation, or (2) notes payable to such Federal Inter-
mediate Credit bank covering loans or advances made by it pursuant to the
provisions of section 202(@) of Title II of the Federal Farm Losn Act, which
arc secured by notes, drafts or bills of exchange eligible for discount hy
Federal Reserve banks. Any paper discounted for a Federal Intermediate
Credit bank must bear the indorsement of such bank and must have a maturity
ot the time of discount of not morec £han nine months exclusive of days of
grace.

(b) Limitations, - No Federal Reserve bank shall discount for any

Federal Intermediate Credit bank any paper which bears the indorsement of
any nonmember State bank or trust company which is eligible for membership
in the Federal Reserve System underbthe terms of section 9 of the Federal
Rescerve Act. In discounting paper for Federal Intermediate Credit banks,
each Federal Reserve bank shall give preference to the demands of its own
member banks and shall have due regard to the probable future needs of its
own member banks. Except with the permission of the Board of Governors of
the Federal Reserve System, no Federal Reserve bank shall discount paper for
any Federal Intermediste Credit bank when its own reserves amount to less
than 50 per cent of its own aggregute liabilities for deposits and Federal

Reserve notes in actual circulation.

SECTION 6. BANKERS' ACCEPTANCES'
(a) Definition. - A banker's acceptance within the meaning of

this regulation is a draft or bill of exchange, whether payable in the

7 . .
For repulations governing the acceptance by member banks of drafts
and bills of exchange drawn on them, see Regulation C.
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United States or abroad and whether payable in dollars or some other money,
accepted by a bank or trust company or a firm, person, company or corpora-
tion engaged generally in the business of granting bankers! acceptance
credits, |
(b) Eligibility. - Any Federal Reserve bank may discount for
any of its member banks any such bankers' acceptance bearing the indorse~‘
ment of a member bank and having a maturity at the time of discount not
greater than that prescribed by svbsection (c¢) of this section, which has
been drawn under & credit opened for the purpose of conducting or settling
accounts resulting from & transaction or transactions involving any one of
the following:
(1) The shipment of goods between the United States and
any foreign country, or between the United States and any of its
dependencies or insular possessions, or between dependencies or
insular possessions and foreign countries;
(2) The shipment of goods within the United States, pro-
vided shipping documents conveying security title are attached
at the time of acceptance; or
(3) The storage in the United States or.in any foreign
country of readily marketable staples,e provided that the bill

is secured at the time of acceptance by a warehouse, terminal,

8a readily marketable staple within the meaning of this regulation
means an article of commerce, agriculture, or industry of such uses as to
make it the subject of constant dealings in ready markets with such fre-
quent quotations of price as to make (a) the price easily and definiteoly
ascertainable and (b? the staple itself easy to realize upon by sale at
any time.
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or other similar receipt, conveying security title to such
staples,bissued by a party independent of the customer; and
provided further that the acceptor remains secured throughout
the life of the acceptance. In the event that the goods must
be withdrawn from storage prior to the maturity of the accept-
ance or the rotirement of the credit, a trust receipt or otner
similar document covering the goods may pe substituted in lieu
of the original documgnt,‘provided that such shbétitution is
condltioned upon a reasonably prompt liquidation of the credit.
In order to insure complianée with this condition it should be
required, when the original document is released, either (A)
that the proceeds of the goods will be applied within a speci-
fied time toward a liquidation of the acceptance credit or (B)
that a new document, similar to the original one; will be re-

substituted within a specified time.

59

Provided, That acceptances for any one customer in excess of 10 per cent

of the capital and surplus of the accepting bank must remain actually

secured throughout the 1life of the acceptance, and in the case of the ac-

ceptances of membor banks this security must consist of shipping documecnts,

warehouse receipts, or other such documents, or some other actual security

growing out of the same transaction as the acceptance, such as documentary

drafts, trade acceptanceé, terminal receipts, 6r trust receipts which

have been issued under such circumst2znces, and which cover goods of such
: !

a character, as tn insure at all times a continuance of an effective and

lawful lien in favor of the accepting bank,'other trust receipts not being
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considered such actual security if they permit the customer to have ac- -
cess to or control over the goods.

(c) Maturities, - No such acceptance is eligible for discount
which has a maturity at the’time of discount in excess of ninety days'
sight, exclusive of days:'of grace, except that éccept&nces drawn for agri-
cultural purposes and secured at the time of acceptanée by wafehouse re-
ceipts or other such documents conveying or securing title covering readily
marketable staples may be discounted with maturities at the time of dis-
cbunt of not more than six months' sight, excldsive of days of grace.
Although a Federal Rééerve bank mey legally discount an acceptance having
a maturity at the timé of discount not greater than that prescribed above
in this subsectidné én aéceptance should not have a maturity which is in
excess of tha usuéi or cnst&many period of credit required to finance the

- underdying transgction or whibh is in excess of the period ;easonabiy neces-
sary to finance such tnmuuuii;n. Since the purpose of permitting the ac-
ceptance of drafts.secured b& warehouse receipté or other such documents
is to permit the:temporary holding of readily marketable staples in storagev
pending a reasongély pfampt Sﬁla, shipment, or distribution, no such acqept—
ance should haveia maturity in excess of the time ordinarily necessary to
effect a rcasonably prompt sale, shipment, or distribution into the process
of manufacture or consumption,

(d) Dollap gxchéggg acceptancag. - A Federal Reserve bank may
also discount any bill drawn by a bank or banker in a foreign counfry or
dependency or inéular possession’of the United States for the purpose of
furnishing dollar exchange as provided in Regulation C, provided that it
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has a maturity at thevtime of discount of not more than three months, ex-
clusive of days of grace.

(o) Evidence of eligibility. - A Federal Reserve bank must be
satisfied, either by reference to thelaéceptance itself or otherwise, that‘
the acceptance is eligible for discount under the terms of the law and the
.provisions of>this regulation. The bill itself should be drawn so as to
evidence the character of the underlying transaction, but if it is not so
drawn evidence of eligibility may consist of a stamp or certificate affixed

by the acceptor in form satisfactory to the Federal Reserve bank, 9

9n accepting any draft or bill of exchange arising out of a shipment
of the kind referred to in clause 1 of subsection (b) of section 6 of this
regulation, the accepting bank should obtain at the time of acceptance
satisfactory evidence as to the nature of the transaction underlying such
draft or bill of exchange.
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While recognizing'that requirements of individual banks in making
loans for the purpose of financing or carrying real estate will vary ac-
coréing to the circumstances 6f particular transactions, the Board of Gov-
ernors of the Federal Reserve System believes that certain standards should
be observed. Some of these standards are specifically required by law with
respect to loans of national banks. Otheis are advisable as a matter of.
sound banking practice. The examiners for the Federal Reserve baﬁks should
take such standards into consideration in reviewing loans of étate member
banks, and Federal Reserve banks in passing'upon applications of member banks
for credit accomodations supported by real estate loans sbould'give prefér~
ence to the acceptance as collateral of such loans as meet these standards.
With these considerations in mind the Board recommends that member banks in
making real estate loans, other than those insured under Title II of the
National Housing Act, apply the standards set forth below as minimum require-
mentss . |

(1) Obligations issued or drawn for the purpose of fi--
nancing, refinancing or carrying real estate should be secured
by first iien; evidenced by mortgage, trust deed or other such
instrument; ﬁpon improved real estatc, which may consist of

improved farm land or improved business or residential properties;
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(R) The amount of the loan or loans evidenced by such obli-

gations should ﬁot eiceed‘50 per cent of the appraised value of

" the real estate securing such loan or loans and no such loan should

Digitized for FRASER

be for a longer term than five years, except that any such loan may
be in an amount not exceeding 60 per cent of the appraised value of
the real estate securing such loan and for a term not longer than
ten years if the loan is secured by an amortized mortgqge, deed of
trust or other such instrument under the terms of which 40 per cent
or more of the principal of the loan will be amortized within a per-
iod of not more than ten years‘hy means of substantially equal
monthly, quarterly, semiannual or anmal paymentazon principal with
interest added or on principal and interest combined; ‘

(3) There should be on file with the member bank with respect
to such obligations the following documents or properly certified
or photostatic coples thereof:

(a) an appraisal of the value of the real estate

which has been made within a reasﬁnable time before the

obligation was acquired by the member bank (1) by one

or more competsnt and experiencednhppraisers independent

of the member bank and having no interest, direct or in-

direct, in the real estate, or (ii) if the member bank

maintaing a separate real estate department, by one or

more officers or employeés who are regularly assigned to

such departﬁent and who specialize in real estate ap-

praisals, or (iii) by a committee of not less than two

members appointed by the board of directors, and which
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contains, in addition to suChkother'data as may be required by
the member bank, statements as to the purpose for which the
real estate is uéed or i8 proposed to be used and the nature
and amount of the income received therefrom;

(b) an adeéuate description of the real estate, includ-
ing the impro%ements;

(¢) evidence of the title to the real estaée in the fofm
of a certificate of a title company, a title insurance policy,
an opinion of a competent attorney or other form satisfactory
to the membef bank;

(d) satisfactory evidence that no taxes or assessments
thereon are delinquent and that adequate insurancé is carried;
and |

(e) such otﬁer information and documents as the eircum-

stances of the case may render adviasable.
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Recommendations of the Board of Gove;gogs of the Federal Reserve ngtgm

ag_to the Minimum Standards for Installment Paper Used as
Collateral Sec it Advanc o Member Banks

While recognizing that requirecments of individual banks in making
loans for the purpose of financing or refinancing the sale of goods upon
an installment basis will vary according to the circumstances of particu-
lar transactions, the Board of Governors of the Foderal Reserve System
believes that certain standards should be observed as a matter of sound
banking practice. The examiners for the Federal Reserve banks should take
such standards into éonsideration in reviewing loans of State member banks,
and Federal Reserve banks in passing upon applications of member banks for
credit accommodations supported by obligations issued or drawn for the

' purpose of financing or refinancing the sole of goods upon an installment
basis should give preferencc to the>acceptance as collateral of such loans
as heet these standards. With these considerations in mind, the Board rec-

/ ommends that the standards set forth below be applied by all member banks
as minimum requirements: in making'sﬁch loans: ‘ |

(1) Obligations which are issued or drawn for the pur~
pdsé of financing or refinancing the sale of goods upon an
installment basis shoﬁld be secured by first lien upon or
retention of title to such goods through a chattelbmortgage,
conditional sales contract, bailment lcase, or other similar
instrument, insuring at’'all times the contihuance of an ef-
fective and lawful lien orvfetention of title in favor of

" the holder of such obligations;
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(2) The goods should be cf such nature and the terms of
the obligations should be such that in the event of the re-
sale of the goods at any time during the life of the obliga-
tions it may reasonably be expected that the sum realized
will be substantlally greater than that necessary to 1iqﬁ;date
the amount of the obligations thon unpaeid, including interest

and all charges.
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STATUTORY PROVISIONS

Section 4 of the Federal Reserve Act reads in part as follows:

" Said board of directors shall administer the affairs of said

bank fairly and impartially and without discrimination in favor of
or against any member bank or banks and mey, subject to the provi-
sions of law and the orders of the Board of Governors of the Fed-
eral Reserve System, extend to each member bank such discounts,
advancements, and accommodations as may be safely and reasonably
made with due regard for the claims and demands of other member
banks, the maintenance of sound credit conditions, and the accom-
modation of commerce, industry, and agriculture. The Board of
Governors of the Federal Reserve System may prescribe regulations
further defining within the limitations of this Act the conditions
under which discounts, advancements, and the accommodations may be
extended to member banks. Each Federal reserve bank shall keep
itself informed of the general character and amount of the loans
and investments of its member banks with a view to ascertaining
whether undue use is being made of bank credit for the speculative
carrying of or trading in securities, real estate, or commodities,
or for any other purpose inconsistent with the malntenance of
sound credit conditions; and, in determining whether to grant or

' refuse advances, rediscounts or other credit accommodations, the
Federal reserve bank shall give consideration to such information.
The chairman of the Federal reserve bank shall report to the Board
of Governors of the Federal Reserve System any such undue use of
bank credit by any member bank, together with his recommendation.
Whenever, in the judgment of the Board of Governors of the Federal
Reserve System, any member bank is making such undue use of bank
credit, the Board may, in its discretion, after reasonable notice
and an opportunity for a hearing, suspend such bank from the uce of
the credit facilities of the PFederal Reserve System and may termi-
nate such suspension or may renew it from time to time."

Section 9 of the Federal Reserve Act reads in part as follows:

"Provided, however, That no Federal reserve bank shall be permitted
to discount for any State bank or trust company notes, drafts, or
bills of exchange of any one borrower who is liable for borrowed
money to such State bank or trust Compeny in an amount greater than
that which could be borrowed lawfully from such State bank or trust
company were it a national banking association. The Federal reserve
bank, as a condition of the discount of notes, drafts, and bills of
exchange for such State bank or trust company, shall require

a certificate or guaranty to the effect that the borrower is

not liable to such bank in excess of the amount provided hy
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this section, and will not be permitted to become liable
in excess of this amount while such notes, drafts, or
bills of exchange are under discount with the Federal
reserve bank.”

Section 10(b) of the Federal Reserve Act reads as follows:

"Sec. 10(b). Any Federal Reserve bank, under rules
and regulations prescribed by the Board of Governors of
the Federal Reserve System, may make advances to any mem-
ber bank on its time or demarmd notes having maturities
of not more than four months and which are secured to
the satisfaction of such Federal Reserve bank. Each such
note shall bear interest at & rate not less than one-half

“of 1 per centum per annum higher than the highest discount

rate in effect at such Federal Reserve bank on the date

~ of such note."

Section 13 of the Federal Reserve Act reads in part as follows:

"Upon the indorsement of any of its member banks, which
shall be deemed a waiver of demand, notice and protest

by such bank ag to its own indorsement exclusively, any
Federal reserve bank may discount notes, drafts, and bills
of exchaenge arising out of actual commercial transactions;
that is, notes, drafts, and bills of exchange issued or
drawn for agricultural, industrial, or commercial purposes,
or the proceeds of which have been used, or are to be used,
for such purposes, the Board of Governors of the Federal
Reserve System to have the right to determine or define
the character of the paper thus eligible for discount,
within the meaning of this Act. Nothing in this Act con-
tained shall be construed to prohibit such notes, drafts,
and bills of exchange, secured by staple agricultural
products, or other goods, wares, or merchandise from be-
ing eligible for such discount, and the notes, drafts,

and bills of exchange of factors issued as such making
advances exclusively to producers of staple agricultural
products in their raw state shall be eligible for such -
discount; but such definition shall not include notes,
drafts, or bills covering merely investments or issued or
drawn for the purpose of carrying or trading in stocks, .
bonds, or other investment securities, except bonds and
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notes of the Govermment of the United States.* Notes,
- drafts, and bills admitted to discount under the terms
of this paragraph must have a maturity at the time of
discount of not more than 90 days, exclusive of grace.

¥* 3* #* # ¥*

"Upon the indorsement of any of its member banks,
which shall be deemed & waiver of demand, notice, and
protest by such bank ag to its own indorsement exclu-
sively, and subject to regulations and limitations to .
be prescribed by the Board of Governors of the Federal
Reserve System, any Federal reserve bank may discount
or purchase bills of excharge payable at sight or on de-
mand which grow out of the domestic shipment or the ex-
portation of nonperishable, readily marketable agricul-
tural and other staples and are secured by bille of
lading or other shipping documents cenveying or securing
title to such staples: Provided, That all such bills of
exchange shall be forwarded promptly.for collection, and
demand for payment shall be made with reasonable prompt-
ness after the arrival of such staples at their destin-
ation: Provided furthér, That no such bill shall in any
event be held by or for the account of a Federal reserve
bank for a period in excess of ninety days. In discount-
ing such bills Federal reserve banks may compute the
interest to be deducted on the basis of the estimated
life of each bill and adjust the discount after payment
of such bills to conform to the actual life thereof.

"The aggregate of notes, drafts, and bills upon
which any person, copartnership, association, or corpora-
tion is liable as maker, acceptor, indorser, drawer, or
guarantor, rediscounted for any member bank, shall at no
time exceed the amount for which such person, copartner-
ship, association, or corporation may lawfully become
liable to a national banking association under the terms
of sectlon 5200 of the Revised Statutes, as amended:
Provided, howgver, That nothing in this paragraph shall
be construed to change the character or class of paper

*or Treasury bills or 6értificatea of indebtedness. See act
approved June 17, 1929 (48 Stat., 19), amending se¢. § of Second
Liberty Bond Act, approved Sept. 24, 1917 (40 Stat., 290)
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now eligible for rediscount by Federal reserve banks.

., "Any Federal reserve bank may discount acceptances
of the kinds hereimafter described, which have a maturity
at the time of discount of mot more than 90 days' sight,
exclusive of days of grace, and which are indorsed by at
least one member bank: Prgvided, That such acceptances
if drawn for an agricultural purpose and secured at the
time of acceptance by warehouse receipts or other such

documents conveying or securing title covering readily

Digitized. for FRASER
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marketable staples may be discounted with a maturity
at the time of digcount of not more than six months'
sight exclusive of days of gmace.

"Any member bank may accept drafts or bills of ex-
change drawn upon it having not more then six months'
sight to run, exclusive of days of grace, which grow
out of transactions involving the importation or expor-

-tation of goods; or which grow ocut of transactions involv-
ing the domestic shipment of goods provided shipping docu-

ments conveying or securing title are attached at the time
of acceptance; or which are secured at the time of accep-
tance by a warehouse receipt or other such document con-
veying or securing title covering readily marketable
staples. #* * # # # :

"Any Federal Reserve bank may meke advences for per-
1ods not exceeding fifteen days to its member banks on
their promissory notes secured by the deposit or pledge
of bonds, notes, certificates of indebtedness, or Treasury
bille of the United States, or by the deposit or pledge of
debentures or other such obligations of Federal intermediate
credit banks which are eligible fo¥ purchase by Federal re-
serve banks under section 18(a) of this act, or by the de-
posit or pledge of Federal Farm Mortgage Corporation bonds
issued under the Federal Farm Mortgage Corporation Act, or
by the deposit or pledge of bonds issued under the provi-
sions of subsection (c) of Section 4 of the Home Owners'
Loan Act of 1938, as amended; and any Pederal reserve bank
may make advances for periods not exceading ninety days to
its member banks on their promissory notes secured by such
notes, drafts, bills of exchange, or benkers' acceptances
as-are eligidble for rediscount or for purchase by Federal
reserve banka unda&' the provisions of- &hie Act. All such
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advances shall be made at rates to be established by such
Federal reserve banks, such rates to be subject to the
review and determination of the Board of Governors of the
Federal Reserve System. If any member bank to which such
advance has been made shall, during the life or contimuance
of such advance, and despite an official warning of the
reserve bank of the district or of the Board of Governors

~ of the Federal Reserve System to the contrary, increasc

its outstanding loans secured by collateral in the form of
stocks, ‘bonds, debentures, or other such obligations, or

- loans made to members of any organized stock excharge, in-

vestment house, or dealer in securities, upon any obliga-
tion, note, or bill, secured or upsecured, for the purpose
of purchasing and/or carrying stocks, bonds, or other in-
vestment securities (except obligations of the United
States) such advance shall be deemed immediately due and
payable, and such memwber bank shall be ineligible as a

borrower at the reserve bank of the district under the

provisions of this paragraph for euch period as the Board
of Governors of the Federal Reserve System shall deter-
mine: Provided, That mo temporary carrying or clearance
loans wade solely for the purpose of facilitating the
purchase or delivery of securities offered for public
subscription shall be included in the loans referred to
in this paragraph.

| k% * o ® *
‘"The discount and rediscount and the purchase and

sale by any Federal reserve bank of any bills receivable
and of domestic and foreign bills of exchange, and of ac-

- ceptances authoriged by this Act, shall be subject to such

restrictions, limitations, and regulations as may be im-
posed by the Board of Governors of the Federal Reserve
System. -

O o® #* * #

"Any member bank may accept drafts or bills of ex-

- change drawn upon it having not more than three monthst

sight to run, exclusive of days of grace, drawn under regu-
lations to be prescribed by the Board of Governors of the
Federal Reserve System by benks or bankers in foreign co

" tries or depemienclies or insular possessions of the Uni

Digitized for FRASER'
http://fraser.stlouisfed.org/

States for the purpose of furnishing dollar exchange as
required by the usages of trade in the respective countriqs,
dependencies, or insular possessions. BSuch drafts or bills
may be acquired by Federal reserve banks in such amounts -
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and subject to such regulations, restrictions, and limita-
tlons as may be prescribed by the Boerd of Governors of the
Federal Reserve System: * 3 % #,4

Sectionﬁli’ia of the Federal Baserve Act as amended reads in
followss: - |

*Upon the indorsement of au% of 1it8 member banks, -
which shall be deemed a wajver of demend, notice, and
protest by such bank as to its owtt indorsement exclueively,
any Federal reserve bank may, subjett to regulations
and limitations to be presgribed by the. Board of Governors

of the Federsl Heserve System, distownt notes, drafts,

and bills of exchange lasued or m:‘;dm an agrieultural
at the iina of digcount, exclusive of days of grece, m{’
lations and linitatione %0 B presoribed by the Board of

' Governors of the Fedaral Reserve m, rediscount such

‘bank or trust company which is e

notes, drafts, end bille for eny Pedersl Intarmediate Credit

rve gystem, in sccardance with section 9
of this Act. 4Any Federel reserve bank may also, subject to

regulations end limitations to be prescribed by the Board of
Governors of the Pederal Regerve System, disostint notes -

payatle to and bearing the indorsement of any Federal inter-

. mediate credit bank, covering loans or advances mede by

guch berk pursusnt to the provisions of section 202(a) of
Title II of the Federel Farm Loan Act, as amended (U.S.C.,
itle 12, ch.8,. seec.108l); which have maturities at the

of days of grace, and which ere secured by notes, drafts,

or-bills of ‘exshenge eligible for redissount by Federal
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"Notes, drafts, bills of exchange or acceptances is-
sued or drawn by cooperative marketing associations com-
posed of producers of agricultural products shall be
deemed to have been issued or drawn for an agricultural
purpose, within the meaning of this section, if the pro-
ceeds thereof have been or are to be advanced by such
association to members thereof for an agricultural
purpose, or have n or &ro to be used by such associa-~

_tion in making payments to any members thereof on ac~

count of agriculturanl: préducta delivered by such members

to the assoclation, or il siuch proceeds have been or are

to be used by such hgsociation to meaet expenditures in-
curred or to beiincurred by the association in connection
with the grading, processing, packing, preparation for
market, or marketing of any agricultural product handled

by such association for any of its members: vided, That
the express enumerction in this paragraph of certain classes
of paper of cooperative marketing associations as cligible
for rodiscount shall not be construed as rendering in-
eligidble any other class of paper of such associations which
1s 'now eligible for redisceount.

"The Board of GovnrnQrs of the Federasl Roserve System
may, by regulation, limit to a percentage of the assets of
a Federal reserve benk the amount of notes, drafts, acceptances,
or-bills having o matarrity in cxcess of three months, but not
exceeding six months, cxelusive of days of grace, which may
be discounted by such hank, and the amount of notce, drafts,
bllls, ar accoptances Having a maturity in excess of six
months, but not exceeding nine months, which may be re-
discounted by such bank."

bection 19 of the Federal Resorve Act reads in part as
follows:

et Mo member bank shall act as the medium or agent of a
nonmember bank in applying for or receiving discounts

from a Federsl reserve bank under the provisions of this
Act, uxcept by permission of the Board of Governors of the
Federal Rugorve System."
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Section 24 of the Federal Reserve At reads in part as

follows:

"Loans made to finance the construction of resi-
dential or farm buildings and having maturities of not
to exceed six months, whether or not secured by a mort-
gage or similar lien on the real estate upon which the
residential or farm bullding is being constructed, shall
not be considered as loans secured by real estate within
the meaning of this geciion but shall be classed as
ordinary commercial loans: Provided, That no national
banking assoclation shall invest in, or be liable on,
any such loans in an aggregate amount in excess of 50
per centum of its actually pald-in and unimpaired capital.
Notes representing such loans shall be eligible for dis-,
count as commerclal paper within the terms of the second
paragraph of section 13 of the Federal Reserve Act, as
amended, if accompanied by a valid and binding agreecment
to advance the full amount of the loan upon the completion
of the building entered into by an individual, partnership,
association, or corporation acceptable to the discounting
bank."

Sd¢ction 5200 of the Revised Statutes of the United States reads

as follows:
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"Sec. 5200, Tho total obligations to any national
banking association of any person, copartnership, as-
sociation, or corporation shall at no time exceed 10
per centum of the amount of the capital stock of such as-
soclation actually paid in and unimpaired and 10 per centum
of its unimpaired surplus fund., The term 'obligations!'
shall mean the direct liability of the maker or acceptor
of paper discounted with or sold to such assocliation and
the liability of the indorser, drawer, or guarantor who
obtains a loan from or discounts paper with or sells paper
under his guaronty to such assocliation and shall include
in the case of obligations of a copartnership or association
the obligations of the several members thereof and shall
include in the case of obligations of a corporation all ob-
ligations of all subsidiaries thereof in which such
corporation owns or controls a majority intereat. Such

- limitation of 10 per centum shall bc subject to the fol-
lowing exqeptions:

Federal Reserve Bank of St. Louis
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"(1) Obligations in the form of drafts or bills of
exchange drawn in good faith against actually existing
values shall not be subject under this section to any
limitation based upon such capital and surplus.

"(2) Obligations arising out of the discount of com-
mercial or business paper actually owned by the person; co-
partnership, associatlion, or corporation negotiating the
same shaoll not be subject under this section to any limita-
tion based upon such capital and surplus.

"(3) Obligations drawn in good faith against actually
existing valuas and secured by goods or commodities in
process of shipment shall not be subject under this saction
to any limitgtion based upon such capital and surplus.

"(4) Obligations as indorser or guarantor of notes, other
than commercial or business paper excepted under (2) hereof,
having & maturity of not more than six months, and owned by
the person, corporation, association, or copartnorship in-
dorsing and negotiating the same, shall be subject under this
scction to a limitation of 15 per centum of such scapital and
surplus in addition to such 10 per centum of such czpital

~and surplus.

"(5) Obligations in the form of banker's acceptances of
other banks of the kind described in section 13 of the Federal
Reserve Act shall not be subject under this section to any
limitation based upon such copital and surplus.

"(6) Obligations of any person, copartnership, associa-
tion or corporation, in the form of notes or drufts secured
by shipping documents, warehouse receipts or other such docu-
ments transferring or securing title covering readily market-
able nonperishable staples when such property is fully.covered
by insurance, if it is customary to insure such staples, ahall
be subject under this soction to a limitation of 15 per cem-
tum of such capitel and surplus in addition to such 10 per cen~
tum of such copitul and surplus whon the market value of such
staples securing such obligations is not at any time less than
115 per centum of the face amount of such obligation, and to
an additional increase of limitation of § per centum of such

Federal Reserve Bank of St. Louis
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capital and surplus ip addition to such 2§ per centum of
such capital and surplus when the market ‘value of such’
- staples securing such additional obligation is not at
~any time less than 120 per centum of the face smount, of

~such additional obligation, and to a i‘urther addi tional

capital and sturplus when the market value of such staples
securing such ddditional obligation is not at any time
less than 125 per centum 9f the face amount of such
additional obligation, ami to a further additional in-

creagse of limitation of 6 per centum of such eapital and
surplus in additionm to sueh: 85 per cemtum of such capital
and surplus when the market walue of such staples securing
such additional obligation 18 not at any time less than

130 per centum of the face apount of such additional

limitation of § per centum of such capital and surplus

in addition to such 45 per centum of such capital and
surplus when the market valuo of such ataples gocuring
‘8uch additionsl obligation is mot at any time lese than
140 per centum of the face smount of guch additional ob-
ligation, but this exception shell not 8pply to ¢Mligo.-
t&onaofaxqmparaon,, "tnorshlp, association ox
corporation arising from the eame transactions and/or so-
cured upon the idontical stoplos for more than ten months.

~ "(7) Obligations of any person, gopartnorship, asso-
ciation, or corporation in the form of notes or drafts se-
cured by shipping documents or ins onts transferring oy
securing title covering livestock or giving 2 lien on live-
stock when the market value of the livestock securing the
obligation is not at any time less than 116 per centum of
the- £ace amownt of the motes covercd Ry.suwech dooygents
shall be: subject umder this scotion to a limitation of 15 .
per oentum of such capital end surplus $u addition to such
10 per centum of such capital and surplus,
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"(8): Obligations of any parson, copartnership,
asgsociation, or corporation in the form of notes secured

by not less than a like rmount of bonds or notes of the
United States issued since April 24, 1917, or certificates
of indebtedness of the United States, Treasury bills of

the United States, or obligations fully guaranteed both

"as to principal and interest by the United States, shall

(except to the extent permitted by rules and regulutions
prescribed by the Comptroller of the Currendy, with the
approval of the Secretary of the Treasury) be subject

- under this section to a limitation of 15 per centum of

such capital and surplus in addition to such 10 per cen-

tum of such capitul and surplus;

"(9) Obligations ropresenting loans to any national
banking association or to any banking institution or-
ganized under the laws of any State, or to any receiver,
conservator, or superintendepnt of banks, or to any other
agent, in charge of the business and property of any such
association or banking institution, when such loans are
approved by the Comptroller of the Currency, shall not be

_subject under this section tc -any limitation based upon
1Such capitalnana snrp&uSs

Federal Reserve Bank of St. Louis
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TABULAR ANALYSIS OF SECTION 5200 OF THE REVIGED STATUTZS OF THE
UNITED STATES PREPARED IN THE OFFICE OF THE COMPTROLLER 8

OF THE CURRENCY

~ OBLIGATIONS

AMOUNTS LOANABLE

. (4)

(See definition in section 5200 above)

Accommodation or straight loans, whether
or not single name, inecluding liabil-
ity as endorser or guarantor (where
endorser or guarantor receives the
proceeds from bank) of paper not. com-
ing within exceptions 2 and 4.,

Loans secured by stocks, bonds, and
authorized real estate mortgages.

Maximun 1imit, 10 percent of
bank's paid up and unimpaired
capital and. surplus.

(1)

Drafts or "bills of exchange diawn}in
good faith against actually existing
values."

'No 1limit imposed by law.

(2)

Commercial or business paper (of other
makers) actually owned by the person,
copartnership, association, or corpor-
ation negotiating the same.

No limit imposed by law.

(3)

Obligations secured by goods or commodi-
ties in process of shipment.

"No 1imit imposed by law.

(4)

Obligations as endorser or guarantor of
notes (other than commercial or busi-
ness paper) maturing within six months,
owned by endorser.

:15 percent in addition to
10 percent (A).

(5)

Bankers' acceptances of the kinds de-~
scribed in section 13 of the Federal
" Reserve Act.

No 1limit imposed by law.

(6)
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Obligations secured by shipping docu-
ments, warchouse receipts, or other
such documents, transferring or secur-
ing title covering readily markctable
nonperishable staples—-

(a) When the actual market value of
the property is not at any time less
than shown in table herewith,

(b) When the property is fully covered
by insurance (if customary to insure
such commodity), and in no event
shall this exception apply to oblige -
tions of any one customer arising
from the same transactions and/or
secured upon the identical staples
for more than 10 months.
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15 percent, sccured by
115 perecente

5 percent, securcd by
120 percent.

5 percent, secured by
125 percent.

-6 percent,  secured -by
130. percont.

5 percent, secured by
135 pereccent.

5 pcrecent, secured by
140 percent. '

40 percent in addition to
regular 10 percent loan (A).
/[ :
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(7) Obligations ‘sscuse
ments or ingtmitet i
“stock or giving &“1ien thorcon hawin,
a market value of not: lqsavth&n 135
percent of thc amonnb of *he lban.

;5 percent in addition to
rogular 10 purcent loan (A).

(8) Notes: secured by not less f“m .

ness of tha United Stataﬂ‘ Traaf %
bills of the United Stated or oblija-<
tiong fully guaremteed by the Uritod
States as o pr;ucipql ang intareet.

15 percaent of bunk's capital
and: surplus, in addition to
the amount allowed under
(4), or if the full amount
allowed under (A) 1s not
lcined, then the amount
which mey be loaned in the

- manner described under (8)
is increased by the loanable
amount not used under (4).
In other words, the amount
loaned under (A) must never
be more thun 10 percent
but the aggregate of (A} nd
(8) may equal, but not exceed,
RS percent'

*’, br repreaentative in
Abnsiuiia, #hgn approved
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

R—~42

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 31, 1937.

SURJECT: Code Words Covering New
Issues of Treasury 3Bills.

Dear Sir:
In connection with telegraphic transactions in
Government securities between Federal reserve banks, the
following code words have been designated to cover new
issues of Treasury Bills: !
"NOZFUS" -~ Treasury 3Bills to be dated
August 4, 1937, and to
mature December 17, 1937.

"NOZFYN" - Treasury Bills to be dated
August 4, 1937, and to
mature May 4, 1938.

These words should be inserted in the Federal
Reserve Telegraph Code book, following the supplemental

code word "NOZFOE" on page 172.

ry uruly yours,

J. CW

Assistant Secretary.

TO PRESIDENTS OF ALL FEDERAL RESFRVE BANKS
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTAON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

R-43
August 3, 1937

Dear Sir:

Referring to the Board's letter B-1186 of January 5, 1937,
following is a statement of changes during July in the list of
nonmember benks that have filed agreements with the Board pur-
suant to the provisions of Section 8(a) of the Securities Ex-

change Act of 1934:

Additions
Indiana
Jeffersonville Citizens Trust Company

Other changes

Delete the "Monongahela Trust Company", Homestead,
Pennsylvania, from page 4 of the list and add it to page 5
under the heading relating to banks no longer in operation
as nonmember banks with the following note:

"(Admitted to membership in the Federal Reserve
System on July 10, 1937.)"

Very truly yours,

E. L. Smead, Chief,
Division of Bank Operations.

TO ALL FEDERAL RESERVE AGENTS.
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BOARD OF GOVERNORS 82
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

August 3, 1937.

Dear Sir:

The following is an excerpt from the minutes of the meeting
of the Conference of Presidents held in Washington on Monday, June
7, 1937:

"DEVELOPING A METHOD OF INDEXING AND OTHERWISE MAKING READILY AVAIL-
ABLE THE RULINGS, INTERPRETATIONS, INSTRUCTIONS, ETC., OF THE BOARD
OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM.

"The Chairman of the Conference appointed an interim committee
consisting of Thomas H. Hodgson, Chairman, C. E. Earhart and Herbert
H. Kimball, to study this whole matter and to prepare a report after
consultation with the staff of the Board of Governors of the Federal
Reserve System. This report was presented and considered and after
discussion it was

"WOTED to accept the report and to approve the recommendations."

The Interim Committee recommended in its report of May 28,
1937, that there bz established and maintained by the Board of Gov-
ernors of the Federal Reserve System a loose~leaf service for use by
the Board, its staff and the Federal reserve banks, embracing the
following material:

1. The Board's regulations;

2. The Board's proposed Digest of Rulings;

3. Board communications containing such of its rulings
and interpretations of law or regulations as are
still effective and are not contained in the new
Digest of Rulings;

4. One consolidated, detailed index of the foregoing
material and of those instructions of the Board
which are still effective and are contained in com-
municatione which were distributed to all of the
Federal reserve banks.
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It is understood that Mr. Hodgson furnished you with a copy of such
report which contains the Committee!s findings and conclusions in de-
tail., If additional copies of the report are desired, they may be
obtained from this office upon request.

On July 30, 1957, the Board of Governors approved the recom-
mendations contained in the Interim Committee's report, and authorized
its staff to undertake the work incident to the establishment and main-
tenance of the proposed service. In this comnection, it is anticipated
that the task of establishing the service will require a considerablc

- amount of time on the part of the members of the Board's staff over a
period of months. However, the work will be performed as rapidly as
may be consistent with demands mede upon the time of the staff in con-
nection with more pressing matters and for the handling of the current
work of the Board.

Very truly yours,

T

L. P. Bethea,
Asgistant Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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BOARD OF GOVERNORS
OF THE
FEDERAL RESERVE SYSTEM

Statement for the Press

For release in morning newspapers of : August 5, 1937.
Saturday, August 7, 1937. '

Attached is a brief description of the
new building of thé Board of Governors which will be

occupied on Monday, August 9.
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FEDERAL RESERVE BUILDING
Location

Facing south on Constitution Avenue, the building of the Board
of Governors of the Federal Reserve System occupies the square extend-
ing north between Twentieth and Twenty-first Streets to C Street. When
the present temporary structures known as the Navy and Munitions Build-

‘ ings on the south side of Constitution Avenue are removed, the Board's
building will command an unobstructed view of the Mall and Viest Potomac
Park with the Reflecting Pool and the Lincoln Memorial in the immediate
foreground and with the Potomac River, the Memorial Bridge and the Vir-
ginia shore just beyond.

The building forms a part of a group along the north side of
Constitution Avenue composed of thé buildings of the Pan-American Unicn,
the Public Health Service, the Federal Reserve, the National Academy of
Sciences and the American Pharmaceutical Association.

Selection of Site

Since its organization in 1914 the Federal Reserve Board has
occupied quarters provided for it in the Treasury Building and rented
space in various privately owned office buildings. On June 19, 1934,
Congress authorized the Federal Reserve Board to acquire a building
site in the District of Columbia and to construct a building suitable
and adequate in its judgment for its purposes. A careful survey re-
sulted in the selection of the present site which was approved by the
National Capital Park and Planning Commission, by the Secretary of the

* Interior, who recommended it to the Presidont, and by the President.
Title was transferred to the Board by the Secretary of the Treasury on
January 22, 1935, the purchase price pald by the Board being $754,583.
Included in this acquisition is the vacant block lying immediately
north of the building between Twentieth and Twenty-first Streets on C
Street and a passageway under C Street has been constructed to con-
nect the two properties.

Competition fo tion of Architect

The Board engaged Everett V. Meeks, Dean of the School of Fine
Arts in Yele University, as its professional adviser in preparing a
program for a competition to enable the Board to select an architect
for the building, under the supervision of the Chairman of the Board's
Building Committee, Adolph C. Miller. The program was approved by the
Commission of Fine Arts, the National Capital Park and Planning Commis-
sion and the American Institute of Architects. During formulation of
the program the Board had the benefit of the advice and assistance of
the National Park Service of the Department of the Interior. Invita-
tions to participate in the competition were sent to nine of the leading
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architects of the United States, after consultation with the Chairman
of the Commission of Fine Arts, and a jury to pass upon the designs
submitted was selected, composed of three prominent architects, John
W. Cross of New York City, William fHmerson of Boston, and John Mead
Howells of New York City, together witi:r Frederic A. Delano, Chairman
of the National Capital Park and Planmning Commission, and Mr. Miller.
Upon submission of the competitive designs the drawings of Paul P.
Cret, of Philadelphia, were given first place by unanimous choice of
the jury and this decision was approved by the Federal Reserve Board.
Dr. Cret also had been the designer of thc buildings of the Pan-
American Union and the Folger Shukespeare Library.

Character of Building

The conditions under which the site on Constitution Avenue
was acquired provided that the design and material of the exterior of
the building should be subject to the approval of the Commission of
Fine Arts and that the location of the building in relation to the ad-
joining streets should be as determined by the National Cupital Park
and Planning Commission.

The Commission of Fine Avrts preoscribed that "the material of
the exterior of thc building is to be of whitc marble to conform to
the othep buildings along this portion of Constitution Avenuc", and
gave its views as to the general architectural character of the build-
ing. "The nature of thec functions performed by the Federal Reserve
Board" in the opinion of the Commission "dictates an architectural
concept of dignity and pecrmancnce'.

The program for the competition of the architects also declared
the following general principles:

"The proximity of the building to the Lincoln Memorial
and other nearby permanent structures already erected on
Constitution Avenue or to be erected by the Government in
the West Rectangle suggests that the exterior design of the
building for the Federal Reserve Board should be in harmony
with its environment.

"It is, however, thought desirable that the aesthetic
appeal of the exterior design should be made through dignity
of conception, purity of line, proportion and scale rather
than through stressing of merely decorative dr monumental

, features. For this reason it is further suggested that the
use of columns, pediments and other similar forms may be
omitted and should be restricted to & minimum consistent
with the character of the building as described.
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"It is the Commission's view that 'the Federal Reserve
Board building must be in general accord with the govern-
mental buildings in Washington--it must seem at home in the
city.'"

The studies prepared by Dr. Cret, following his selection as
architect, were approved by the National Capital Park and Planning Com-
mission and by the Commission of Fine Arts.

Construction of Building

Plans and specifications drawn as a basis for letting a con-
tract for the construction of the building were approved by the Fed-
eral Reserve Board on January 8, 1936. Invitations to bid were issued
immediately to contracting firms experienced in the ficld of construc-

v tion of Goverumental buildings and, following the submission of bids,
the contract was awarded to the lowest bidder, the George A. Fuller
Company, for $3,484,000. A scparatc contract had been awarded for
the demolition of the existing temporary building on the property,
for which the Board received $18,358.

) The relation of the net useable area to cubic contents of the
building is unusually high. The cost per cubic foot, exclusive of
landscaping, was about 89¢.

Construction was begun in February, 1936. In the preparation
for construction the Board had the assistance and cooperation not only
of the Commission of Fine Arts and of the National Capital Park and
Planning Commission, but also of the National Park Service of the In-
terior Department, of the Procurement Division of the Treasury Depart-
ment, and of the Architect of the Capitol.

A member of Dr. Cret's firm, William H. Livingston, was his
principal collaborator in the design and construction of the building.
Associated with them were Moody and Hu'chison, mechanical engineers,
and William H. Gravell, structural engineer. The Board engaged Fred M.
Kramer as its Superintendent of Construction.

Exterior of Building

The mass of the building was designed with a view of harmoniz-
ing in a general way with the building of the Academy of Sciences to
the west and that of the Public Health Service to the east. Through
the use of a similar cornice line the three buildings form a single
composition dominated by the central portico of the Federal Keserve
Building. The dimensions of the building proper are 344 feet ecast-
west and 242 feet north-south. The plan is H-shaped, with its prin-
cipal architectural facade on Constitution Avenue and the entrance for
general use on C Street.
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The faucades have the simplicity of treatment of American archi-
tecture contemporary with the creation of the City of Washington, which
has been called the Architecture of the Republic or Federal Architecture.
Both exteriors and interiors rely on harmony of proportion rather than
on ornamentation. '

i The entrance on Constitution Avenue is marked by a simple archi-
tectural motif of piers surmounted by an American eagle in white marble,
of which Sidney Waugh was the sculptor.

’ The entrance on C Street is marked by two pylons, which support
figures in bas relief, symbolizing the United States on one side and
the Federal Reserve System on the other. These figures were designed
by John Gregory.

) The exterior of the building is of Georgia white marble. In
contrast with the simple white marble wall surface is the design of
the bronze windows, with spandrels of polished Swedish granite, on
which bronze plaques are mounted. In the courts the spandrels are
Alberene stone. The bronze balconies on Twenticth and Twenty-first
Streets are especially interesting as they reproduce the railing of an

» old Philadelphia residence of the early part of the nineteenth century.

Landscape

A special treatment of the approach from Constitution Avenue
was made possible by the fact that the building is set back approxi-
mately two hundred feet from Constitution Avenue. This permitted an
interesting composition of terraces and steps leading to the main en-
trance. These terraces are flanked on each side by a formal garden,
the central motif of which is a fountain of black Coopersburg granite
surrounded by pebble mosaic and marble borders.

The courts on the east and west sides, which give access to
the ground floor of the building, are formal in character with plant-—
ing designed to focus attention on wall fountains which face the brongze
entrance gates. The mask forming part of the decorative composition
for the fountain in the west courtyard was designed by Walker Hancock.
More than twenty varieties of plant materials have been placed in the
Constitution Avenue gardens and courtyards.

The landscaping was designed by Dr. Cret and approved by the
National Capital Park and Planning Commission and by the Commission of
Fine Arts. The planting materials were selected by William H. Frederick,
of the office of the Architect of the Capitol.

Interior Design

The Constitution Avenue entrance opens into a lobby, the east
wall of which contains a portrait relief of President Wilson, modeled
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by Herbert Adams. The inscription refers to President Wilson as the
"Founder of the Federal Reserve System" and contains the following
quotation from his first inaugural address:

"We shall deal with our economic system as it is and
as it may be modified, not as 1t might be if we had a clean
sheet of paper to write upon; and step by step we shall

' make it what it should be."

The lobby walls are faced with Kansas Lesina stone and the
plaster ceiling is decorated with motifs of Greek coins and a relief
’ of Cybele. In the center of the marble floor is a bronze plaque re-
producing the seal of the Board of Governors.

While the building faces on Constitution Avenue, it is ex-
pected that the C Street entrance will be used more gencrally. A cor-
ridor extends from the Constitution Avcnue entrance through the cen-
tral portion of the building to the C Street entrance. A group of
passenger elevators is located near the C Street entrance, while
single elevators are located near the Constitution Avenue lobby.

A monumental staircase in the central portion of the building
, leads from the first to the second floor. The steps, walls and archi-
tectural treatment of the stairs in this portion of the building are
of travertine, while the floors are of American marbles, with mosaic
borders on the second floor. The ceiling is composed of glass, with
, the coat-of-arms of the United States in bronze and molded glass as
the focal point of interest above the monumental stairs. The ceilings
of the surrounding corridors on the second floor are decorated with em-—
blems of the twelve Federal reserve banks. Over each of twelve
. doorways opening from these corridors--six on the west side and six
., on the east side—-are the names of the cities in which the Federal re-
serve hanks are located and the designations of their districts. One
of the interesting features of this portion of the building is the
wrought iron work of Samuel Yellin.

From the upper landing of these stairs the section set apart

for the members of the Bourd of Governors and their immediate staffs
A on the second floor of the Constitution Avenue wing is entered through
an clliptical anteroom, adjoining which is a reception room. This
portion of the building, entirely separate from other sections of the
building, accommodates the private offices of the Chairman and other
members of the Board, the Board room, the Board's conference room and
the Board's library. In the floor of the corridor at the main centrance
to the Board room is a bronze seal of the Bosrd of Governors.

The Board room, 56 x 32 feet, the main entrance to which is
in front of the elliptical anteroom, has a monumental fircplace, of
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Tararr.elle Fleuri mavble, =t the west end. 4 bronze relief, set into
the marbie, syubolizes stavility and productivity. In the wall above
the mantel is a reproduction of the coat-of-arms of the United States.
On the cast wall of the room is a Fedsral Reserve map of the United
States, painted by Ezra Winter. The floor is Fontainebleu pattern par-
quet, with border of Belginn St. Anne Petit Melange marble. The bases
of the walls and the doorways arz: of Tuvernelle Fleuri marble. The

g walls and ceilings are of painted plaster. Brouze frames hung upon
the walls contain statistical charts.

The furniture, furnishings and lighting fixtures of this sec-

) tion of the building were selected by the Board's architect with a view
to maintaining a harmonious rclation with the character and period of
the architectural design. In this and other parts of the building mar-
bles of various colors and textures, of which there are twenty-eight in
the interior portions, have been used with an eye to harmony of color

, scheme between painted plaster work, woods used in doors and walls, and
furnishings of' rooms.

Staff offices

' The Secretary's offices, the Legal Division, with its library,
” the Board's Fiscal Agent, and the Building Manager are located on the
first floor. A central filing system in the north central portions of
the first and second floors serves all parts of the Board's organiza-
tion. In the C Street wing of the second floor are the offices of the
Board's Division of Examinations and Division of Security Loans.

The third floor is occupied by the Board's Division of Bank
Operations and the Division of Research and Statistics, with its li-
brary.

The fourth floor covers only the middle branch of the H form
of the building and includes a cefeteria, dining rooms, first zid and
rest rooms. A flagstone terrace over the west wing of the third floor
is reached from the cafeteria.

The ground floor contains service facilities, including a garage,
A mechanical equipment, mail and telegraph offices, telephone exchange,
duplicating secticns and repair shops, together with spaces for various
storage purposes.

Mechanical Equipment

The building is airconditioned throughout with an automatic
thermostetic control system designed to permit flexible cperation.
Steam is obtained from the central power plant of the Government, no
power being manufactured within the building.

Weil-lighted offices, acoustic treatment of the ceilings, con-
venient locations »f stairs, elevators of the latest autcmatic type,
and careful planning combine to make the building efficient for admin-
istrative purposes.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

R-46

ADDRESS DFFICIAL CORRESPONDENCE
TO THE BOARD

hugust 4, 1937

SUBJECTs Aundit of Incomplete Federal Reserve notes.

Dear Sirs

For your information there is inclosed a recapitulation of an audit
submitted to the Secretary of the Treasury by Mr. H. M. Pearson, Acting
Chief, Division of Public Debt Accounts and Audit, showing the stock of
incomplete face printed Federal Reserve notes, Series of 1928 and Series
of 1934 combined, and of uniform backs allocated to Federal Reserve
notes, on hand at the‘Bureau of Engraving and Printing at Washington,, as
at the close of business June 30, 1937.

In his letter transmitting the report to the Secretary of ﬁhe Treas-

- ury, Mr. Pearson stated thatt "The audit extended from June 29 to July

1, 1937, inclusive and consisted of a piece count of the entire stock of
faces, Series of 1934, and a package count of the uniform backs, allocated
to Federal Reserve notes.  All stocks of Federal Reserve notes, Series of
1928, with the exception of those retained by the Bureau for specimen
purposes, were piece counted and placed under the Auditor's seal prior to
the audit, An inspection was made of the seals on the various bins con-
taining these stocks and the seals were found to be intact. In view of

the fact that a recent piece count has been made by this office of the
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entire stock of each denomination of uniform backs on hand in the Bureau,
a package count and an inspection for denominations of the uniform babks
allocated to Federal Reserve notes was deemed sufficient at this time.
The total sheets of Federal Reserve notes, faces and backs, were found
to be in excess of the required reserve of 4,250,000 sheets, as authorized
in the letter of the Governor of the Federal Reserve Board to the Under
Secretary of the Treasury dated December 2, 1929," |

Of the total of 2,816,892 sheets of faces covered by the audit,
682,551 sheets are of the Series of 1928. There has been no change in

the number of sheets of faces of the various denominations of the Series

of 1928 notes since the audit of June 30, 1936.

Very truly yours,

E. L. Smead, Chief,
Division of Bank Operations.

Inclosure.

TO ALL FEDERAL RESERVE AGENTS
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FEDERAL RESERVE NOTES, smn:sw;ggsmnggggoy , ID_UNIFO
BANKS ALLOCATED TO FEDERAL RESERVE NOTES, SHEETS OF 12 SUBJECTS EACH
AS AT THE CLOSE OF BUSINESS JUNE 30, 1937 .
Federal Reserve Bank | %5 $10 320 $50 $100 $500 | #1,000| $5,000|¢10,000 TOTAL
Facess ,
Boston 81,602 102,393-2/3 40,000 8,150 14,686-1/3 1,576 93 40 Ly 2<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>