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March 18, 1938.

TO The Board of Governors SUBJECT: Summary of Bank
Relations Reports.
FKOM  Mr. Hammond,
Division of Bank Operations

Reports of bank relations as requested in the Board's letter
of August 25, 1936 (X-9680) have been received for the month of Feb-
ruary and excerpts therefrom will be found on the following pages.

A table chowing for all twelve banks the number of visits made, meet-
ings attended, and addresses delivered has alego been prepared and
follows the quotations.

The reports reflect a prevailing low level of business activity.
In some Loculities conditions esppeer to have grown worse since the
first of the year, but in others there cppears to have been definite
imorovenent.

New York, Clevcland and Atiante mention an active interest on
the part of bankers in F. H. A. financing. This interest uppears to
be greatest in the fleld of modernization icans. Philadelphis rcports
on the other hand thet benkers have done very little F. H. A. financing.

New York, Clevciland and Richmond mention a noticeable tendency
toward the consclidation of banks of reletively smoll size, in some
cases involving branch operations.

In various districts the zctivity of banks in developing cor-
responcdent business is mentioned. Chicago mentions the case of a coun-
try bank in Michigen that is organizing a clearing and collection ser-
vice among neighboring banks of smaller size which will carry their
accounts with it. In connection with the importance with which banks
regard the correspondent relationship, the incresase in reserve require-
ments continues to be a matter of some dissaticfaction. It is also
rentioned ae interfering with investments.

Minneapolis and Kansas City mention particularly the concern
which barkers feel cver the Patman Bill; there is apparently widespread
conviction that the measure is &« threat to the indeocndence of the
privately managed bvank. According to Kansas City, the opposition to
the measure seems to be stronger among small banks than large omnes.

Excerpts from the reports follew: (The reporte themselveg are
attached tc the original hereof.)
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(Boston attended five benkers! meetings tut made no visits to
individual banks during the month.)
New York

Albany and Schenectady Counties, New York

Although there has been some decline in industrial activity in
end around Albany, especially in the rallroad yards and shops, the vol-
ume of genersl business has been comparatively stable during the past
six months and department store sales during the 1937 Christmns season
were about equal to the totals of the previous year. Increased activity
of the various departments and bureaus of New York State, the primary
factor in the Albany employment and general business situation, has tended
to offset the decline in industry.

In Schenectady, the General Eleciric Company'e payroll, which
remained practically stationary until near the end of 1937, has been
declining steadily since the first of the year. Whereas officers of
that company in October estimated that business would continue on a
steady scsle through the first half of 1928, they now predict that 1938
volume may be 50 per cent under that of 1937. The American Locomotive
Corporation plant, which employed as many as 3,000 pcople last year,
has been practically closed eince January 1 and although the corporation
received a small amount of repsoir work which was expected to carry a
limited force through February, there is little prospect of increasing
operations during March. Several local banks comment that the working
population in Schenectady is more dissatisfied now about the lack of
employment than in 1932.

Festchester County, New York

One member bank in Tarrytown (with deposite of $1,800,000) con-
tinues to specialize in Federal Housing Administration mortgages and
leads all other institutions in the county in handling this particular
class of business. This benk has made almost $6,000,000 Title II mort-
gage loans and has actually sold and delivered $5,620,000 of such obli-
gationg. Most of the mortgoges granted by this bank are on homes located
in Brooklyn and Queens and have been arranged through a mortgage broker
in Jamaicz, Long Island. Since the enactment of the new housing bilil
the bank has received applications totaling §287,000 for 90 per cent
mortgages. The directors are so pleased with the experience their in-
stitution has had in servicing Federal Housing Administration mortgages
that they are now congildering the formation of & national mortgage com-
pany to service Federal Housing mortgages on large apartment houses.
Fifteen other &ommercial banks in the county have granted an aggregate
of $2,756,000 Federal Housing Administration mortgage loans.

Most of the manufacturing plants have curtaziled their operations
matericlly since last October. In Yonkers, the Alexander Smith and Sons
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Carpet Company, which normally gives employment to 5,500 people, is now
employing about 3,000 on a 2% day o week basis with a weekly payroll of
$55,000 as compared with §76,000 last October; the Otis Elevator Company
is now operating on a 3 day a week basis and has reduced the number of
employees from 3,000 to less than 1,500, decreasing the weekly payroll
to $%5,000 as compared with $52,000 last October.

Last October the Chevrolet and Fisher Body plants in North Tarry-
town were employing a total of 3,500 workers but during the last two
months of 1937 these shops were practicaily closed. Since the first of
this year, however, business has improved to the extent that they have
re-employed 2,100 men working on an average of three cdays a week.

Union County, New Jersey

Bankers generally are welcoming the restoration of modernization
and home repair loans as provided by the recent amendment to the Nation-
al Housing Act, and refer to their good experience with the similar class
of loans under the first authority, and to the fact that these loans have
given their banks a profitable socurce of income.

The president of a nonmember trust company made the remsrk, although
not in the form of a criticism, that the increase in reserve requirements
had tied up funds that might otherwise have been used to purchase more
outstanding mertgage participation certificsates (these not being guaran-
teed by the trust company) in which event the underlying mortgages could
have been taken cdirectly inte the bonk's portfolio with conceguent bane-
fit to the earnings of the institution.

The business recession has affected the larger basic industries

in this county to a greater extent thin the smaller miscellanesous manu-
facturing concerns. The Gencral Moctors Corporation's plant in Linden is
at present employing 800 which is ilessz then one-third the number employed
last summer, and most of them are now working only three days a week. .
The Mack Truck division of the International Motor Corporation's factory
in Plainfield still has its 500 to 600 employees on the payroll but the
plant hoe been operating only two or three days a week.

The largest single industry, the Singer Manufacturing Ccmpany, con-
tinues to give steady employment to its nermal force of workers numbering
about 5,700; end the Diehl iManufacturing Compsny, &« subsidiary of the
Singer company inaking small moteors and funs, has some contracts from the
Navy Department and continues to operate with an extra shift. The vari-
ous oil companies including the Stendard 0il Company of New Jersey and
the Sinclair 0il Comgany have also maintained steady employuent. The
Cimmone Company, manufacturers of matirecsses snd furniture, is now en-
ploying its normal force of 2,000 after a seasonal lay off of a part cf
its help.
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Among some of the large concerns in the Elizabeth industrial area
which have been obliged to curtail their operations are: American Type
Founders Company, meznufacturers of printers! type and printing presses,
which is now running at only 50 per cent of capacity; the Dupont Company,
manufacturing chemicals and acids, has laid off about half its normal
forece of 1,000; the General Aniline Works, Inc., manufacturers of dyes,
is now employing about half its 2,000 employees; and the American Cyanamid
Company is now working only 400 of its former force of 700.

Philadelphia

Throughout the sections of the district visited during February
bankers referred to the general business conditions in their resvective
communities as being fair to good. A business decline was reported in all
of the industrial towns. Some improvement; however, has been noticed
since the beginning of this year. Heavy industries and those engeged in
the manufacture of tools and machinery used in the production of automo-
biles are slack and little improvcment in the latter is expected until
automobile output is speeded up. The hosiery, knitting, and other needle
industries have operated more steadily than any of the others, providing
employment for a large number, the majority of whom zre women. The in-
dustrial activities in and around Wilmington are operating on a reduced
schedule but increased activity is expected in the shipyards because of
the Federzl Government Naval program.

The agricultural sections enjoyed a fairly good year. Crops did
not bring the prices anticipated but because of the large quantities
profits were realized. This, however, did not hold true with appnles, as
large quantities were placed in storage in anticipation of better prices
which werc¢ not forthcoming. To relieve the market somewhat, the Federal
Surplus Commodities Corporationt is purchasing large quantities. This is
essential as several varieties must be moved very shortly or they will be
unfit for marketing. Satisfactory returns from the fattening of steers
for glaughter appear to be doubtful this year and bankers fear thot the
farmers will suffer losses.

Manufacturers and c¢anners developed large inventories because of
low prices and poor business conditions but recently have rececived orders
which will permit them to make some sales. As the inventories are liqui-
dated, bank debts are being revaid and in those cases where the banks have
borrowed from the reserve bank they, likewise, are reducing their obliga-
tions.

Demand for credit accommedation is fair but irn most banks the total
invested in loans, discounts, and mortgages is decreasing. The prevail-
ing rates charged are betwecn 5 and € per cent. Lower rates are charged
on prime risks and loans secured by listed marketable collateral. Liguidation
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Philadelphia continued

is considered satisfactory. In some instances bankers do not wish their
better lines reduced tecause of the income they provide and their inability
to reinvest the funds at a satisfactory rate. There has been very little
F. H. A. activity and very few comments were heard regarding the new pro-
visions of the National Housing Act. Comments regarding Federal agencies
in most instances were favorable.

Investment accounts continue to be the most vital problem because
of depreciation. Depreciation in securities in some of the banks is caus-
ing capital impairments. However, at only one bank have the directors becn
requested to post a guarantee. Few securities other than those of the
United States Government are being purchased, banks preferring to hold idie
cash rather than tc enter the market at this particular time.

Deposits show a general increase and various interest rates are béing
paid on time end savings accounts. One bank has reduced its rate to 2 per
cent on the first $5,000, and 1 percent on the balance. Others are paying
2 per cent, but the mejority continue to pay the maximum rate. Efforts
hzve been made through county associations to have banks adopt s uniform
rate but go far have not been successful.

Cleveland

Practically half of the banks visited during February were czlled
upon in connection with the new check collection plan which was made effec-
tive Januvary 31, 1838; and the field force was augmented for that purpose
by the addition of six extra representatives from the main office, and one
extra representative from each of the two branch offices. These vigits
were limited to banks which usually could take advantage of the later clos-
ing hour. The new plan apoears to be favored by the majority of banks and
there has been a fairly substantial increase in the number of items handled.

While business continued at low and still receding levels there is
somewhat of an upturn in certain sections. Sigas of improvement are es-
pecially noticeable in the Beaver Valley district of Pennsylvania, and in
some portions of scuthwestern Ohio.

A substantial number of banks report declines in demand depogits.
Many banks sre expanding their own portfolios largely through F. H. A. loans.
At some points in northwestern Ohio the demand for credit accommooations
mentioned in last month's report continued, and some banks in the reserve
cities have commented on some decline in correspendent bank balances.

The pressure of low earnings is encouraging talk of voluntary mer-
gers or consolidations between banks in communities which clearly are over-
banked. This is true in sections where no pressure to effect such consoli-
dations has been applied by any of the supervising agencies.
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Richmond

We visited only four member banks and two nonmember banks during
February; however, our officers hud many contacts with officers of member
and noninember banks, both through attendence upon bankers' meetings and
vigites to our bank and branches by bankers.

The Federal Deposit Insurance Corporation is giving close attention
to banks which are in unsatisfactory condition. Small banks in overbanked
towvns are being encouraged to sell out to or merge with other bznks. In
some cases unit banks may become branches. We understand that the Bank
Commiseioners are cooperating with the F.D,I.C. in this program and that
they ars mecting with fair success.

The Ccrporation is endeavoring tc get nonmember insured banks to
charge off or otherwise provide for all depreciation in bonds below the
four highest grades, defaulted bonds, and stocks. The Commissioner in one
state in this district does not discriminate in favor of bends in the four
highest grades and takes the position that banks should provide for the
depreciation in the entire investment account.

Maryland

Duc to the diversificaticn of business, the number of unemployed in
Baltimore ig less than in most large cities. The Sparrows Point Plant of
the Bethiechem Steel Compony, onc of the largest employers of lsbor in the
Fifth district, now employs 20,500 persons three dsys a week as against a
capacity force of 25,000. The ccaparatively goed showing of this particu-
lar steel plant is said to be aue to several favorable factors including a
water front ilocation.

The Glenn L. Martin Company, manufacturers of airplanes, expanded
their business ond increased the number of emplcyees materially during 1937,
and the outlock for 1938 is even better.

The brokers and investment bankers generally are depressed on account
of the small volume of security business. Some small firms have gone out
of buginess und others have reduced their personnel.

Virginia and the Carolinas

Tobucco manufacturing has remained stable.

Textile mills are operating on an average of about 50% to 60% of nor-
mal, whichk is a slight improvement over December, 1937. Inventories have
been reduced in finished goods and combed yarns. The mckers of full-fashioned
hosiery continue to occupy a more faverable position than the manufacturers
of scamless hose and half-hose. Additional plaznts for the manufacture of
full-feshioned hosiery are in the process of construction in North Carolina.
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Richmond continued

Two of the leading furniture manufscturers are operating four days
a week and have no excessg inventories. The monufacturers of high--grade
furniture are doing better than the mekers of lower grades. As 2 whole,
they believe business in their line will improve by spring.

Atlanta

State of Florida

_ In February visite were msde to twenty-nine banks in centresl Florica.
The principal occupations in this part of the state are generzl farning,
citrus and truck growing, live stock raising and related industries. Con-
siderable damage to truck and citrus crops from cold weather was reported,
the eztimate of damage renging up to 50% in some locslities. In addition,
the price of citrus fruits has proved disaprointing.

The matter of exchange continues to be one of considerable interest
to many benkers, and probably most of the small country non-member banks
visited woulid be very reiucuvant to give up this form of income, particularly
so when the bankers suy they are unable to make satisfactory investments
and loang with availsble curplue funds. The president of & statc bank
member (which was recently admitted to membership) slated that the bank's
membsrship in the System had resuited in added prestige for the bank. This
bank, for competitive recsons, had remitted at psr for some time pricr to
its admission to menbership.

the cashier of one member bank expressed the cpinion that recerve
requirements applicable to small ccuntry banks were too high, and that an
adjustment should ke made which would permit increased earnings. The
president of another member bank voiced his anproval of the action of the
Board of Governcrs in raising reserve reguirements.

One member bank has discontinued the discount of automobile finance
paper, largely bhecause of the flooded condition of the used car market.
Some of the banks ghow a decided interest in F.H.A. insured mortgages,
while other banks are hesitunt, principally because of the long maturities.

In 1937 earnings of a number of the banks were reported to be the
best in several years, and in a large number of cases both loans and de-
posits show an increase over a year ago.

Member banke affillated with one of the three holding companies
located in Jacksonville clear their checks through the principal bank in
the group rather than through the Federal Reserve Bank. However, a number
of banks not affiliated with uny group use their correspondent bunks in
the collection of checks, in preference to the Federal Reserve Bank.
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Visiting bankers report business conditions in their localities
generally very quiet and bank loans still difficult to obtain. One
banker, howsver, frcm a Wisconsin town of 20,000 population states
that the local banks are having more demand for loans then in the
past two or three vears, some of these loans being made to manufactur-
ers, sume to farmers who are holding barley, and soime for the purpose
of buving property. He also states that while the furniture factories
and foundries are gqulet, a2t least four concerns in his town are run-
ning full time.

A barker in a Michigan town of 13,000 stated that he had recently
called a meeting of the smaller barkers in his area, comprising about
three counties, and arrangements were made for these benks to clear
thair checks through his barnk. Checks received on the smaller banks
will be sent direct and =ccounts cherged immediately. The banker
feels that this will not only facilitate the collection of items, but
will put him in a position to obtain some loans by participating with
the smaller banks. He stzted that other banks are watching this ar-
rangement with a gcod deal of interest, and if the plan proves success-
ful it will probably be adopted at other points.

Several nonmember bankers have called here for the purpose of dis-
cussing membership and others were interviewed at the Regional Confer-
ence 2t Des Moines, Iowa. As a result, the directors of one of the
banks have passced a resolution authorizing the officers to file appli-
cation for membership; twe of them have indicated that they would con-
sider some capitcl correction; one will decide whether to convert to
a8 National bank; one stated frankly that his bond depreciation would
probably make his bank ineligible, while others indicated that they
would give the matter further cousideration.

During the month, we offered our member banks the privilege of
obtaining st cost our publication "Business Conditions" for distribution
to their customers. As = result, we have received orders for approxi=-
mately 5,000 copies monthly for a period of twelve months.

We =21so advised our member banks that, effective March 21, this
bank would extend the time for receiving and handling on the current
day deposits of checks drawn on out-of-town par-remitting banks until
6:00 P.M. (Seturdays 5:00 P.M.), credits on such deposits to be de-
ferred from the date of receipt in accordance with our present time
schedule.
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This change will permit earlier presentation of a large number of
items now held over for the next day's business and will result in cor-
respondingly earlier credit to the sending bank.

St. Louis
During the month our officers and field representative visited 99
banks, of which 51 were in Kentucky, 28 in Arkansas, 15 in Mississippi,
3 in Illinois, and 2 in Tennessee. Following is a resume of the reports

covering these visits:

Agriculture, Industry, and Trade:

In the agricultural sections of wectern Kentucky, there is slight
probability of any chenge in conditions until the hearvest season of
1938, unless there should be substantial advances in market prices of
cotton and corn over the prices at which Government loans were made.

The principal tobacco markets have now closed for the sezson and while
vrices were much lower than these for the 1936 crop, the guentity grown
wes far in excess of that produced during the preceding season. How-
ever, a high percentage of the crop was of poor quality =nd grade, which
reduced the incone.

The peach crop in Arkansos ig about 2 month shead this year on ac-
count of the unseasonably warm wcather. It was stated that in its jres-
ent stage, the crop cannot stand a temperature of less than 26 degrees.

Cotton in the hill sections is out of the field and very little
planting has been done for the 1938 crop. In the Mississippi Delta
there was still a lot of cotton in the field, and practically no ground
has been broken for the 1938 crop. Very few of the Delta barnks have a
large volume of CCC loans. The cotton picked since December was of &
very low grade and not eligible for the lozn. It looks as if the high
grade cotton picked esrlier in the full has moved to merket, while the
low grade cotton is being held., However, the Delta generally appeared
to be in good condition, and benkers interviewed were of the opinion
that the low price of cotton was offset by the increased production.

January sales by retail merchants in Mississippi showed an in-
crease. This is undoubtedly becruse the cotton picking sezson extended
over 5 months instead of the usuzl three.

Commercial barnkirng:

Practically all country banks are looking forward to e stimulated
demand for loans as the spring planting scason approaches. This is
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St. Louis continued

particularly noticeable in the South, where considerable preliminary
preparation has already been made in connection with brecking of ground
when weather conditions psrmit. Practically 11 banks #re prepored to
zupply the credit demands of their respective communities, though in
some guarters it will be necegssary for them %o seek sid through custom-
ary chennele before the season is completed. Oificers of these banks,
without exception, state that they are willing and snxious to grant ac-
commodations,

With the strengthening in values of Government securities, as well
as those bearing the gusrantee of the Govermment, a kecner interest is
being shown in this form of inveutment, and any previous aprrehension
regarding such securities has almost entirely dissppeared.

One benker stated that his difficulity wags convincing reserve bank
officers that their valuction on livestock covered by chattel mortgzges
wes too low. Last fall this banker necded accommodation for a short
period asnd secured it from hicz Louisville correspondent at &« rate lower
than the FRB rute and with less "red tape'". Advances to distillers are
the principel source of revenue of a Kentucky bank which wished to know
whether the reserve bank was ever zoing to perfect some plan to enable
membar banks to borrow on warehouce receiptc covering whiskey.

Minneagolis

(The following report covers the meeting of Group I, Wisconsin
Bankers'! Association, Minnecpolis, Minnesots, Febru.ry 22, 1938.)

The principal worry of bankers secmed to be their bond accounts,
ind the principal topic of interost was our forthcoming menber bank con-
ference scheduled for March 12, This conference is being limitaed to
member benks in the district and has been so announced in every letter
and piece of publicity, and y=t 2 number of verbhal requests were re-
ceived at the convention from bznkers in iilwaukee, from bond men, from
nonmomber bankers, rnd from othar: who were ineligible for permission
to attend the conference. ‘

As « result of more then once year's use of the Federal Rescrve
movic in the public relations program of the Wisconsin Banksers! Asso-
ciation, the bankers ot that st~te have become definitely "movie-minded".
M~y barkers talked to us about our movie and about the possibilPty of
a commercial bank film being prepured to serve similar purposes. Their
association has voted an appropriation of $8,000 to produce and distri-
bute such @ movie, and the bankers scemn to be eagerly awuiting its advent.
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Minneapolis coutinued

One of our officers spent a good share of the day following the conven-
tion with the Secretzry and Assistant Secretsry of the Wiscousin Bank-

ers' Association, going over technical problems in connection with the

preparation of the script and scenario for their movie.

Several bankers were deeply concerned over pending Foderal legis-
lastion, particularly the sco-called Patmsn Bill., They were fearful that
this bill, if enacted into law, might prove an ecntering wedge by the
government to taeke over all the benks, and were hopeful that sufficient
oprosition would develop to prevent the passage of this bill.

The feeling with regurd to branch banking legislation was some-
what mixed; the wide variance in the attitude of the individual bank-
ers dependent on their estim:te of its effect upon their locul situa-
tion.

The matter of competition frow governmentel agencies wes zlso a
point of issue by some of the bankers. It was gencrally considered
that competition by the Production Credit Corporation was unfair, al-
though in most sections not very cenergeticelly pushed. Sceveral bank-
ers were hopeful that the Postal Scvings System would reduce the rate
of interest they were paying so as to bring it more in line with thet
which many baernks felt compelled to pay.

It was generally agreed that the desmand for credit was light. The
matter of suitable investments for their funds was a problem for many
bankers,

Benkers attending this meeting gencrz2lly reported that their par-
ticular sections were suffering from lack of moisture and that unless
they rececived a considerable amount of snow during the remsinder of
the winter or much needed moisture during the spring and swaunir, crops
would be adversely affected thic yeur.

One of our officers devoted cpproximetely two hours to discuss-
ing industrial loans with several of the bunkers present. It appears
that the recent widespread publicity given the small businessman in sn
attempt to help him, hos crestcd a feeling that the governnent 1s about
to launch a program to «id business with very little rsgerd for the
collateral behind the loan.

After the banquet in the evening, Mr. Orvel W. Adzms, president
of the American Bankers Association, read a paper eulogizing George
Wzshington for his groat accomplishments, and endeavoring to compare
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Minneapolis continued

Washington's administration to that of Roosevelt's, After the banguet
& number of bankers indicated thal they were very much disappointed
with the paper read by Mr. Adams. Seversl cf them scid that they con-
sidercd Mr., Adams en outsténding aspeaker end that they ceme princi-
pally to hear him give oue of his typical dynamic talks lambusting the
present administration.

Kansag City

& Colorado State banker told a representative of tnis bank that
the only thing keeping his institution from becoming a member of the
Reserve Syster waz the present reserve reguirement. This banker had
formerly been a national banker and was familiar with the Reserve Sys-
tem end appreciated its services. Tiils experience is a good illustra~
tion of a rather prevelent difference of opinion between country and
city bankers in regard to reserve requirements. Because of conditions
in recent years, city banks generally have been more accustomed to
carrying larger reserves and the increased reguirement under present
conditions is not & major guestion with most of them. Country banks,
on the other hand, feel the necescity of maintaining satisfactory cor-
respondent balances and many take the position that increased reserves
mean reduced investments and hence smaller earnings.

The month of February brought great improvement in the niolsture
situation over most of the Tenth District. Precipitation in Oklahoma
for this month was tho largest on recora--it neing cxcessive in the
southern and east-central portions of the State. Good snows were gon-
eral over most of Kansas and Nebraska, Winter-wheet prospecis are
greatly improved ceven in western Kansas and the penhandle of Oklahome.
It must be remembered, however, that this is unly = surface improve-
ment os the subsoll in these states is still bone dry and long wet
spells or opportune rains will be necessary to make crops.

Both individual tankers and banking groups have recently shown
increased interest in the Patman Bill, Of speeial significance is the
fact that the opposition tc this meusure sceems, if euything, stronger
among small banks than large ones. PBankers look upon this bill ss e
step in the dircction of complete unification of the banking systen.
In & country so large as this, cemntralization of barnking in Woshington
they believe will necessitote an intolersble burcesucracy.

The upturn in lamb and beef-steer prices in recent weeks is sorve-
ing to limit feeding losses. Lamb prices fell drastically betwoeen the
middle of Septomber and the middle of Februery, but since then have
risen nesrly a cent o pound. Colorado fettens upproximotely one-fourth
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of the country'é total grein-finished lambs, this State Tfattening more
than 2 million lumbs ennually. In the beet-sugar regions of northern
Colorndo lamb feeding is extensively employed for utilizing the beet
tops and the beet pulp. Beef steers fell from $17.25 & hundredweight

in September to under $8.50 the first week in February. The high price
did not last long enough to be represcntative cnd the price range of
other types of cattle was not so extreme, but the price decline has
been such asg obviously to make profitable feeding operations impossible,
However, prices are again tending upward ard to a degree, at least, are
reducing feeding losses,

Reports of the demand for bank loans are somewhat checkersd. The

best demand is in Oklahoma where bankers in certain sections describe
it as being rather brisk with the possibility of considerable redis-
counting in the coming growing secson. A banker in the irrigated re-
gion of south-central Nebraska zlso reported some demand for loans.
He suid his institution was meeting the competition of the Production
Credit Corporation with respect to all desireble lozns. On the other
hand, bankers in central end north-central Kansas report little or no
demand for tfunds.

There are few sigue of busiress improvement in this District.
Retail tride se shown by departmnont store sales was shargly under
February a year ago although this wes due in part to wecther condi-
tiong. Construction activity, which tends to zuticipate gencral
business revival, continues highly digappointing. The common explana-
tion of the low stute of commerciul construction activi is the
poor progpect under pregent conditions of a return on 1nvestment& in
this field,

Dellias

—

Fifty-two barks, lecsted in various sections of Texas and New
Mexico, were visited. Some of these visite were made in connection
with annual "group meetings" conducted by the Texuis Bankers Associa-
tion and wore therefore too orief to permit deteiled discussions of
the problems ~nd attitudes of the banks visited.

The vice president of a Notvionsl benk having deposits of
$25,000,000 expressed the opinion that the Board of Governcrs should
reduce the reserve regquiroments of country member banks, No other
coaments or criticisms releting to reserve reguircments were heard.

Satisfection with membership requirsments cnd Feder:l reserve
policies wag gonerslly cxpressed, end the princivel complaint voiced
by the Texns banks related to the continued low level of carnings.
However, & number of banks informed our officers thet they are oxpori-
encirg & somewhat better demand for credit this yesr than they had in
1937
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“14- R-212-2

D1llzs continued

Ir the rurcl communities in Tex:s the matter that uppears to be
uprernost in the minds of the bankers at this time is the government's
program for aiding the cotton producers this year, the detsils of
which hzd not been announced at the time our visits were ncde.

In the urban centers local business conditions werc described us
being fairly satisfactory, notwithstanding the country-wide recession
of the past five months,

A unigue form of berk relntions activities was engaged in by our
bank in February when a dinner was given at Houston by our branch at
that city for the purpose of bringing our officers into closer con-
tact with the operasting executives of the Houstou uember bonks. No
bank presidents were iunvited, the attendance being limited to vice
rresidents in direct charge of the deily operutions of their respec-
tive benks.

Conditions in New Mexico :nd Arizona were found to be somewhet
unfavorable, purticularly with refcrence to sgriculture, cogper mining
#nd the livesitock industry. Cottorn Termers arc reported as dissctis-
fied with the government's acraage raduction plans for 1938. A reduc-
tion in the price of copper frum 14 cents a pound to 10 cents has
ceusod én approciable coutriction of activity ond payrolls at the cop-
per mines, =n increace in savings deposits iu cxpectetion of further
curtailmert of employment, and . slowing down in retazil trade.

Price doelines ir the livasstock, wool cnd mohair markets have
adversely affected tho position of cuttle wnd sheey reiscrs in Arizona
and New Mexico, although livestock hs wintered well, is in good fl:zsh,
znd & large calf crop is- expected during the spricg.

Sau Francisco

(Los Angeice Branch)

Bellflower

The principal sctivity in this area is the production of milk.
While the supply (of milk in the crea) hae not increesad, the consump-
tion over the last few months has decreascd considerably, and this is
ascribed to current conditions. spparently there has been & large con-
version from Holsteins, which are lurge producers of milk with a emell
butter f:t content, to Guermmseys :1d Jerseys, which prouuce less milk
but = higher butter fut content. Some efforts huave lately been made
by the Stute Milk Coutrol Boerd to sicbilice milk pricss, but court

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



194

~15- R-212-u

Los Angeles Branch continued

actbions hove resulted and the outcome is in doubt., 'Two of the substan-
tizl distributors in Los Angeles huve roceutly taken advantcge of 77-B,
v dh

cnd it is estim.ted that upwards of $50,000 due to producers in this
vicinity is tied up, with repsyment provlemctical.

Producers who understand their business and are hzrd workors are
2t the present time meking a little mcney. The others are about breck-
ing even.

The outlook is for green fced at fuvorsble prices.
Compton

Situnted midwoy between Los Angeles and Long Beach. The popula-
tion counsiste principelly of wape eerners who work in the variocus sur-
rounding oil fields. There is 2 limited eamount of monufacturing, prin-
cipzlly oil well meterial, 2nd & certsain amount of zgriculturc. Owing
to the cheracter of work in which the population i¢ enguged, the cur-
reut recession hes not been felt to the seme degree us in some other
lines. The merchants in the town hed & good year in 1937, although not
s good «s 1936.

Since the recent rcovision of the Nationzl Housing Act, increased
inguiries have been expcrieunced.

Gurden Grove

Locsted in a high-class valencis orange district. Vegetables,
strawberries, snd chili peppers <re also a considersble source of in-
come to the community. Owing to the freeze in the eirly part of 1937,
lzst year's velencia crovw brought about helf of the usual proceeds.

It is estimaoted thot the chili peprer crop grown in the vicinity (which
probobly represents 90% of the total United States crop) returned to

the growers cpproximately the same amount as was returned by the velencia
cranges. Conditions this winter, however, have been ideal for the grow-
ing of orunges, and unless something untoward in the way of a late Ifrost
occurs, the valencia orznge crop this fall will probably amount to the
second largest in the history of the comrunity.
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§ PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS

o«

FEBRUARY, 1938
Federal Vis}ts to banks Meetings attended Addresses made
Non- '
Reg:z;e Member §me;§er Total Number Attendance Number % Attendance

Boston None None - 5 * None -
New York 123 44 167 13 5,481 3 593
Philadelphia 48 <5 73 S 2,070 Q 515
Cleveland 95 56 151 5 2,962 1 5

3 Richmond 4 R 6 7 2,097 1 250

7 Atlanta 11 18 29 None — None -
Chicego 2 —_ 2 4 2,010 None —
St. Louis 47 52 99 4 485%% 1 200
Minneapolis 7 20 47 b4 524 P4 300
Kansas City None None - b4 478 1 100
Dallas 1 1 52 9 4,629 None —
San Francisco 12 None 12 15 1,545 1 75
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