
BOARD OF GOVERNORS 
CF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-155 

ADDRESS OFFICIAL CORRESPONDENCE 

TO THE SOARD 

January 5, 1958. 

SUBJECT: Code Word Covering•New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic transac- • 

tions in Government securities between Federal 

reserve banks, the following code word has been 

designated to cover a new issue of Treasury Bills: 

"NOZKYD" - Treasury Bills to be dated 
January 5, 1958, and to 

_ m.:-tture April 6, 1958. 

This word should be inserted in the Fed-

eral Reserve Telegraph Code book, following the 

supplemental code word 11NOZKUP 11 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 
WASHINGTON 

2 

AOORESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARO 

January 5, 1938 
R-154 

SUBJECT: Forms for use during 1938 

Dear Sir.: 

There are being forwarded to you today under separate 

cover., the number indicated of the following forms for use at 

your bank durinG 1938: 

Form 160., copies 

Form 160A., copies 

Form l60B, copies 

Form 160C, copies 

Very truly yours, 

E. 1. Smead, Chief, 
Division of Bank Operations. 

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

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

R-155 

For immediate release January 5 ~· 1938 

The Board of Governvrs of the Federal Reserve ~ys-

tern today announced the appointment of Mr. Oscar Johnston 

of Scott, Mississippi. as a class 11 C11 director of the 

F'ederal Reserve Bank of St. Louis for the three-year 

term ending December 31, 1940 • 
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For immediate release 

PRESS STATEMENT 

BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

4 

January 6. 1938. 

R-156 

Preliminary figures received by the ioard of Governors from the Federal 

Reserve banks indicate that current earnings of the Federal Reserve banks 

during 1937 amounted to $41,232,000 and total current expenses to $28,800,000. 

As compared vdth 1936, current earnings increased by $3,331,000, While current 

expenses were reduced by $1,074,000. Current net earnings for 1937 were 

$12,432,000 as compared with $8,027,000 in 1936. Additions to current net 

earnings during the year amounted to $3,360,000, of Which $2,413,000 came 

from profits on sales of United States Government securities. The balance 

represents miscellaneous credits to current net earnings. Deductions from 

current net earnings include $1,423,000 representing the final assessment for 

the cost of the building for the Board of Governors, which was occupied by 

the Board in August, 1937; $2,522,000 for prior service contributions to the 

~etirement System, which vdll be completed under the present schedule by the 

end of 1939; $508,000 for charge-offs and reserves for losses on industrial 

advances and commitments, and $538,000 for other miscellaneou~ purposes. 

Making these additions to and deductions from current net earnings leaves net 

earnings for the year of tl0~80l,OOO availabl• tor divi4ende, surplus, etc. 

This amount was distributed as follows: Dividends to member banks - $7,942,000; 

payments to Treasury of United States under provisions of Section 13b of the 

Federal Reserve Act relating to industrial advances - $176,000; net additions 

to surplus accounts - $2,683,000. 
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BOARD OF GOY]RNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For immediate release 

R-157 

January 7, 1958. 

The Board of Governors of the Federal Reserve System 

today announced the appointment of Mr. W. C. Coffey of St. 

Paul, Minnesota, as class "C" director of the Federal Reserve 

Bank of Minneapolis for the unexpired portion of the three-

year term ending December 51, 1959, to succeed Mr. F. W. Peck 

whose resignation as class "C" director has been submitted to 

the Board and accepted to be effective at the close of January 

51, 1958. 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-158 6 

AOORESS OFFICIAL CORRESPONDENCE 

TO THE SOARO 

January 10, 1938. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic transac-

tions 1n Government securities between Federal 

reserve banks, the following code word has been 

designated to cover a new issue of Treasury Bills: 

"N07.~" - Treasury Bills to be dated 
January 12, 1938, and to 
mature April 13, 1938. 

This word should be inserted in the Fod-

eral Reserve Telegraph Code book, following the 

supplemental code word "NOZKYD" on page 172. 

Very truly yours, 

' Secretary. 

TO PRESIDENTS OF .ALL FEDERAL RESERVE BANKS-"' 
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BOARD OF GOVERNORS 
OF" THE 

R-159 
7 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

January J.l, 1938. 

Dear Sir: 

There are ir..closed herewith 

copies of statement rendered by the 

Bureau of Engraving and Printing, 

covering the cost of preparing Fed-

eral reserve notes for the month of 

December, 1937. 

Ir.closure. 

Very truly yours, 

o. E. Foulk, 
Fiscal Agent. 

ADDRESS OFFICIAL CORRESPONDENCE 

TO THE BOARD 

TO PRESIDE£\fT3 OF ALL :B'EDEr-.:AL RES:EJ?1.l:': BANKS. 
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R-159-a 

Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

December 1 to 31, 1937. 

Federal Reserve Notes, Suries 1934 

Total 
~10 .J.20 -- Sheets .Amount 

Boston 105,000 20,000 125,000 $ 12,000.00 

New York 1?5,000 40,000 215,000 20,340.00 

Pti ladel11hia 90,000 25,000 115,000 11,040.00 

Cleveland 70,000 25,000 95,000 9,120.00 

Richmond 45,000 ~'.5 ,ooo 70,000 6,720.00 

Atlar.ta 45,000 ;~5 '000 70,000 6,720.00 

Chicago 100,000 50,000 1.50,000 14,400.00 

St. Louis 40,000 2.5,000 65,000 6,240.00 

Minneapolis 30,000 25,000 55,000 5,280.00 

Kansas City 35,000 35,000 3,360.00 

Dallas 25,000 25,000 2,400,00 

St.m Francisco 75,000 40,000 115 000 
-~--

11,040.00 

83~) I 000 300,000 1,.135 200Q J.l08!960.00 
----

1,135,000 sheets @ $96.00 per M, •••.•• $108,960.00 
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BOARD OF GOVERNORS 
OF '!HE 

FEDERAL RESERVE SYSTEJIJI 

R-160 

STATEMENT FOR THE PRESS 

For immediate release January 11, 1938 

The Board of Governors of the Federal Reserve Sys-

tern today announced the appointment of Mr. Dolph Briscoe 

of Uvalde, Texas, as a director of the San Antonio branch 

of the Federal Reserve Bank of Dallas for the unexpired 

portion of the throo-ycar term ending December 51, 1940. 
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BOARD OF GOVERNORS 
CF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-161 

10 

January 11, 1938. 
ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

Dear Sir: 

SUBJECT: The Theft of Two $500 
Federal Reserve Notes. 

There are attached a copy of a letter, dated December 

22, 1957, from Mr. John E. Osborn, Agent in Charge, to Mr. Frank 

J. Wilson, Chief, United States Secret Service, and a copy of a 

letter, dated January 6, 1938, from Mr. Frank J. Wilson, Chief 

of the Secret Service, to Mr. Morrill, Secretary of tho Board, 

with regard to ·~c theft of two ~500 Federal Reserve notes, 

serial numbers G00088970A and J00013101A. 

In accordance with Mr. Wilson's request, it will be ap-

preciated if you will bring this information to the attention 

of the appropriate officers and employees of your bank and 

branches, with the request that they notify the nearest field 

office of tbe United States Secrot Service at once should either 

or both of those notes be received. 

Inclosures. 

L. P. Bethea, 
Assistant Secretary. 

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

Secret Service Division 

R-161-a 

:B,ile 11-4'? /OC 

Mr. Frank J. Wilson, 
Chief, Unitod States Secret Service, 
Washington, D. C. 

Sir: 

Oklahoma City, Oklahuma 
December 22, 195'1 

For tho purpose of cooperating with local police, 
it will be appreciated if the Treasurer and all of tho 
Federal Reserve Banks be requested to give not:ice upon 
their receipt of .either or both of two $500 FR notes 
Nos. G00088970A and J00015101A. 

These two nc,tes wore includ9d in the loss of ~Jill75 
suffered by Mrs. M. Pannill, 425~ West Main Street, 
Oklahoma City, Oklahoma, in a hold-up that occurred 
in this city on December 17, 1957. 

Approved; 

Respectfully, 

(Signed) John E. Osborn 

John E. Osborn, 
Agent in Charge. 

(Signed) Wm. H. Davenport, 
Wm. H. Davenport, 
Acting Suporvlsing Agent. 

11 
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TREASURY DEPARTMENT 
Washington, D. C. 

January 6, 1958 • 

Mr. Chester Morrill, Secretar,y, 
Board Of Governors of the Federal Reserve System, 
Washington, D. C. 

Sir: 

R-161-b 

We enclose letter under date of December 22, 
1937, received from our Agent in Charge at Oklahoma 
City, Oklahoma, which concerns two $500 Federal Reserve 
notes, serial numbers G00088970A and J00015101A, these 
notes having been recently stolon from Mrs. M. Pannill 
of 425} West Main Street, Oklahoma City. 

May we please be notified if either or both of 
these notes arc received by any of tho Federal Reserve 
Banks? 

Yours vary truly, 

(Signed) Fra~ J. Wilson 

Chief, Sccrut Service 
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BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

13 

ADDRESS OF"F"ICIAL CORRESPONDENCE 

Dear Sir: 

TO THE BOARD 

January 12~ 1938 
R-162 

In order to provide a curront statistical analysis of tho reserve 
position of member banks, it will be appreciated if you will furnish the 
Board with five statements, in accordance with tho inclosed Form R-162a, 
covering, respectively~ (1) Central Reserve city banks, (2) Reserve city 
banks, (3) Country banks in places with a population of 100,000 or more 
according to tho 1930 census, (4) Country banks in places with a popula­
tion of 15,000 or more but loss than 100,000~ and (5) Country bm1ks in 
places with a population of loss than 15,000. A supply of Form R-162a, 
for your use in submitting the desired reports, is inclosed. 

It will be noted that in each statement the member banks are to 
be grouped according to percentage ratios of average reserve balance~ to 
average required reserves during the week ended Friday, JanuanJ 14, 1938. 
The number of banks in each group is to be shown, together vrith daily 
average figures of required reserves on demand deposits and on time de­
posits, reserve balances, and balances due from domestic banks. In addi­
tion, the number of banks in each group is to be broken down according 
to the ratio of balances due from domestic banks to required reserves. 

We should like to have all five statements roach the Board's of­
fices not later than Thursday, January 27. Accordingly, it is suggested 
that any of the statements that cannot be forwarded by regular mail or 
air mail in time to reach tho Board's offices on that date be telegraphed. 
If a statement is telegraphed the code words shown on Form R-162a should 
be used to designate tho various items of information called for by the 
form. 

Inclosures. 

Very truly yours, 

Chester Morrill, 
Secretary. 

TO PRESIDENTS OF ALL FEDER.':.L RESERVE BANKS 
Digitized for FRASER 
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:,.,OOiftidm .., · .&HALYSis oF RESERVE rosxt:row oF mmER BANKs DURING 1HE wra ENDED FRIIllY. JAWut 14.. 1938 a 162-e. 

~ . . 
(.Ul ,amQ\ttl.ts sbouHl be averages of daily figures for the week ended Friday., January llt., 19,S• R4tserve balances should be obtained 1'r• tile Feden.l 
Reael"'Ve bank•s books.. Required reserves 4nd balances due from domestic b&.nks should be obtained from semi..,eekly., weekly .. and saad"'ttiJd;hly reports 
of deposits sul:lnitted for reserve computation purposes. Ba.l.aDCes due from domestic banks should correspond with oollD81 2 in suca reports and., 
aocordingl7• should exclude cash items in process of collection. U, in the case of a tw country banks, the reports of deposits tor the ssi• 
monthly period ended January 15, 193-8 are not received in sufficient time. the daily averages for the entire semi'"1110nthly period eaded tleoentber 15, 
1937 may be substituted in so far as required reserves and balances with domestic banks are concerned,. but reserve balances shoUld iD all eases cover 
the week ended January 14,. 1938. In such eases the Board should be furnished by mail with a statement showing the name and loo&tiO!l of each bank for 
which a substitution was made,. also the amounts of its required reserves on demand. deposits. required reserves on time deposi ts• reaerve balances., 
and balances due from domestic banks. A revised summary report on this fOrm should be rendered to the Board as soon as the misstp; reports of 
deposits have been received.) 

Federal Reserve District Class of banks (Amounts in thoUH.ld s of dollars) ------- ------
Total Aggrega.te a.verngo -

Aggrega.te 
Number or be.Jiit8 W1th the l'ollO'Wing ~atios 

number.of required reserves of average balances due from domestic 
banks in Aggrega.to Aggregate average banks to ~orago required reserves 
the per• On On average average balances 

~ 01" lOO'J' or l?O'fo or 
centage demand tilDe reserve excess duo from Less more blat -more wt. more but 20<$ 

deposits deposits balances reservos domestic than less thaD less thnii less than 
or 

group 
b!Ulks ~ more 

lOOJC l5Q( .2ocg .-
~do item ABAK ADAR .A!JJl A~. !..GAD AmY .AKER ALia AJIDL APIK AREA 

BQ.ll)c. with the following percentage 
,. . 

' 
ratios or avere.gerosorvo balances 

" to average _required reserves: 

{1) Less than 100 
-~· 1-·--- ···'•-

(2) 100 or more but loss thtm 110 

(3) 110 " n " " " 125 ·-- .. 

(4) 125 " n " " " 150 

(5) 150 It n· " tt n 175 --· ··--· 
(6) 175 If n " " " 200 

(7) 200 or more 

( 8) Total 
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BOARD OF' GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-163 

15 

ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

January 15, 1938. 

Dear Sir: 

There are being sent you under separate cover 

today copies of an address made by Mr. Szymczak on 

this date before the Pittsburgh Chapter of the American 

Institute of Banking, Pittsburgh, Pennsylvania, on the 

subject: "The Federal Reserve System as a Central 

Banking Organization". 

Copies of the address are being forwarded to 

you for the purpose of making them available to the of-

ficers and directors of your bank and branches, if any, 

and to any member banks which may desire them. Addi-

tional copies will be furnished upon request. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL HESERVE BANKS 

Digitized for FRASER 
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"THE FEDERAL RESERVE SYSTEM AS A CENTRAl. BANKING 
ORGPJHZA'l'!ON" 

ADDRESS BY 

M. S. SZYMCZ.tlli, :i1IE:rv1BER, 
BOARD OF GOVERNORS OF THE :B'EDERAL RESERVE SYSTEi\JI, 

before the 

PITTSB"lJRGH CHAP'rER, 

.AI1~l!."'RICAN INSTITUTE OF B.Al"'iKING 

William Penn Eo tel, 
Pittsburgh, Pennsylvania, 
'f:'hu!'sday, January 13, 1938, 

6:30 P.M. 

Z-6? 

16 

Not for publication before 
6:30 P.M., Thursday, 
January 1~'3, 1938. 
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T 

THE FEDERAL RESERVE SYS'I'EM 
.AS A 

CENTRAL BANKING ORGANIZA'I'ION 

Z-6? 

Because the Federal Reserve System is distinctly Ar.terican, and, 

unlike the central banks of Europe, is organized on a regional plan, the 

term "central banking" has not been vory commonly applied to i.t. But it 

is an extremely useful term, for it emphasizes the essential fact that 

the functions of the Federal Reserve Banks are different from those of 

privately managed banks operated for profit. Too often, it seems to me, 

consideration of the purposes and activities of the Federal Reserve Sys-

tern is approached from the point of view of resemblances, real and imag-

inary, between the Faderal Reserve Banks and privately managed banks. It 

would be more instructive to emphasize the differences. Central b~nking 

is a matter of regulating the supply and cost of credit. The Federal Re-

serve Banks are engaged in central banking, and privately managed banks 

are not. 

The term central banking, which does not appear in the Federal 

Reserve Act, is a relatively new expression. It relates to certain spe-

cific functions directed at the money market and performed by the Fc:Jd-

eral Reserve System under the authority of the Federal Reserve Act. In 

other countries, similar functions are performed by the Bank of Canada, 

the Bank of England, the Bank of France, and the GermAn Reichsbank, to 

17 

use only a few of the many possible examples. In discussions by students, 

it is especially important that the thing which is being discussed be 

called by a name which clearly and definitely distinguishes it. I !'eel 

that recognition of the fact the.t the Federal Reserve System performs 

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



-2- Z-67 

eertatn cent~_·al banking functions is properly the first ster) to be taken 

toward an understanding of its essential purposes and activities. 

Central banking is a public function. Either by statute or cus­

tom, every central bank is subject to a certain amount of control by the 

government of the country in which it is situated, though not every cen­

t:eal bank is government owned. The twelve Federal Reserv:,; Banks, for 

exalnple, operate under the control of the Board of Governors in Washing­

ton, but their capital is supplied by the banks which are members of the 

Jl'cderal Reserve Sy1ctem and is not supplied by the government. The capi­

tal of the Bank of England, the Bank of France, and the German Reichs­

bank is furnished wholly by private interests. In Russia, Finland, 

Sweden, Australia, and New Zealand the governJnent furnishes the entire 

ca-pital of the central bank and in numerous countries - Canadr~, Mexico, 

Argentina, Guatemala, Bolivia, and others - the government furnishes an 

important part of the capital. 

There ts a central banking institution in practically every civ­

ilized country. The Bank of England and the Bank of Sweden have been in 

existence more than two centuries; other central banks are more than a 

century old; still others have been established only in recent years. 

The older institutions have evolved into their present position as the 

result of long cxp~ricnce and custom; the newer ones hove been expressly 

established as central banks by law. 

The ret1son for this difference is that the function of central 

bn.nking has only gradually emerged over a long period of time. Under the 

economic conditions that prevailed several centuries ago there was no 

18 
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~llnc:e for a central banking organization as we know it. The modern bank-

ing and credit system itself had not developed. The economy under which 

nr,tions existed was by our present dey Rtandards & very simple one. 'I'he 

sc.;mt-j thing is still true in many countries. Their inaustrial and fimm-

clnl development is such that they have little or no OCCflSior;. for tne 

s•;rvices of a central banking institution. It is only where there is a 

diverse and highly developed economy, as in the United States and C<mada, 

to name only two such countries, thst a full and active use of c<mtral 

bank facilities becomes desirable and, indeed, necessary. The Bank of 

Engl::md, which is n·Emrly two hundred and fifty years old, was established 

before the need for central banking in the modern sense had arisen. It 

was originally regarded as o private institution, opernted for profit, 

and in competition with other banlcs. It ~rvas distinguished by thE, feet 

that it enjoyed certnin privileges, made loans to the government, and 

acted as the fiscal agent of the government. In process of time it as• .. 

surned in some cases, and i!l other cases h11d thrust upon it, the oblj.ga-

tion to perform those services for other banks and fa~ the money market as 

a whole which we now recognize as centrnl banJ(ing services. In 1848 a Com-

mittee of the House of Commons describ8d it as follows: 

"The Bank is a public institution, possessed of 
special ~ld exclusive p~ivileges, standing in a peculiar 
relation to the Gove~nrr:ent and exercising, from the mag­
nitude of its resources, great influence over the general 
mercantile and monetary transactions of the country. 
These circumstances impose upon the Bank the duty of a 
consideration of the public interest, not indeed enacted 
or defined by law, but whj_ch Parliament in its various 
transactions with the Bank hc,s always recognized and which 
the Bank has never disclaimed." 
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This statement indicates, as I said, that the present position 

of the Bank of England as a central bank was not determined by law, but 

gradually developed out of experience and custom. In this country his­

tory has been different. Here, as in many other countries, the need for 

central banking operr1tions was met not by the adaptation of institutions 

already existing, but by establishment of institutions specially created 

for the purpose. 

Yet it might have been otherwise in this country. If the Bank 

of the United States, which was established in 1791 when Washington was 

President and Hamil ton was Secretary of the Treasury, had had its exist-· 

ence continued, it would be by now one of the oldest central banks in 

the world. The Bank of the United States was the fiscal agent for the 

government; its notes provided a circulating medium amencble to central 

control; it exorcised restraint upon the note issues of the State banks. 

In these respects it had the beginnings of r;1 central bank. But condi­

tions did not then call for a central bank in the modern sense. In the 

modern sense, the central bank holds the reserves of the banking system 

and offers rediscount facilities for the replenishment of reserve bal­

ances. There were at that time, however, only a few other banks in the 

United States and the present day practice of maintaining reserve bal­

ances had not developed; with minor exceptions, each bank kept its re­

serves in its own portfolio and vault. By the same token the Bank of 

the United States was not generally recognized as an institution to which 

other banks might send their paper for discount when they needed reserve 

funds, The Bank was e.n important buyer of bills, of which there was a 

20 
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relatively large supply, incidental first to foreign trade and later to 

inland trade, but its purchases were not made, apparently, for the pur­

pose of regulating the money or exchange market. Like those of other 

nanks, they were made for investment and profit. The Bank's acquisition 

of government obligations, the supply of which was relatively small, were 

also made primarily for investment and profit. In process of time, how­

ever, its operations in bills and government obligations, like those of 

the Federal Reserve Banks and other modern contral banking institutions, 

would undoubtedly have come to be governed not by the profit motive but 

by the motive of adjusting the supply of funds in the money market to 

the needs of sound business. 

That the characteristics of a modern central bank were not de­

veloped by the Bank of the Unl.ted States is logical, therefore, in view 

of the rather primitive economic situation then pr.:;vailing in the united 

States. There wnre few banks, no large scale 9roduction, only rudimen­

tary transportation, and little cash capital. Because there was no oc­

casion in such a situation for a modern central bank, the Bank of the 

United States was very li ttlo dH'fcrentiated from othor bankG. LU:e them, 

it not only acquired investments for profit, but made loans to private 

individuals and held their deposit accounts. In theso respects, there­

fore, it was like the Bank of Englnnd and others of the older central 

banks and unlike our present day Federal Reserve B2.nks. 

The charter of the Bank of the United States was not renewed and 

in 1811 its existence came to an end. The need of the federal government 

for a fiscal agency ~res pressing, however, and five years later in 1816 a 

21 
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second Bank of the United States was chartered. As in the case of the 

first Bank, this institution was not confined to banking services for 

the government. It cultivated commercial banking business in competi­

tion with other institutions, and this fact was to a considerable ex­

tent responsible for the political hostility which eventually brought 

its career to an end. Because the life of the second Bank extended into 

a period when national development brought about quite different economic 

conditions from those that had obtained in the first years of the repub­

lic, the second Bank came to perform more prominently those services 

which we now recognize as central banking services. Like the first Bank, 

it was fiscal agent of the government, it sought to exercise a corrective 

influence upon American banking practice as a whole, it furnished a uni­

form circulating medium, it put pressure upon local banks to meet their 

obligations. During the period the second Bank was in operation under 

its federal charter, namely, from 1817 to 183?, intense and revolution-

,. ary changes came about. The population of the country greatly increased, 

a large number of new states were added to the union, transportation was 

immensely improved, the corporate form of enterprise with its requirement 

of a large supply of capital funds, such as could be available only in a 

money market, became common. 

In spite of the great services the Bank performed and the pros­

pects that it might in time have performed still greater ones, it became 

involved in a bitter political controversy wi.th the President of the 

United States. Andrew Jackson ordered the federal government's deposits 

withdrawn and curtailed the Bank's services as fiscal agent. The Bank's 
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charter as a federal institution v:as not renewed. From that time till 

1914, a period of approximately eighty years, this country was without 

a central banking orge.nization. 

Z-6'723 

I need not remind you how important wGre thG developments within 

the span of those eight decndes separnting the second Bank of the United 

StL;tes from the Fede.r•al Reserve Syst8m. The population increr..:sed from 

15,000,000 to 100,000,000, the number of states from 25 to 48. The set­

tled area expanded from the Mississippi to the Pacific. Gold was dis­

covered in California. 'l'he Civil War was fought. Railway transportation 

had its beginning and spread over the whole country. The telephone and 

telegraph, the elr:~ctric motor, the electric light, and the automobile 

were originated and became powerful factors in Arlerican life. I .. arge 

scale production methods were vmrked out. The corporate form of enter­

prise became dominant in business. Cash capital accumulated o.nd a great 

money market developed. 

It was changes such as these, with their profound effects upon 

monetary requirements, that made the need of a ~entral banking organiza­

tion imperative. Without such an organization, there was no one recog­

nized custodian of bank reserves, there was no one recognized lender of 

last resort capable of cushioning the effect of crodit stringency, there 

was no one recognized authority watchful of untoward tendencies in the 

field of credit and empowered to put corrective measures into effect. 

In the absence of any central banking i::lstitution to hold reserves, 

and in the absence of a system of widesprec•d branch banking, the custom 

of the correspondent relationship had become established. Under this re­

lationship, which of course still continues though modified in significance 
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since the Federal Reserve Banks were established, banks throughout the 

country maintained their reserve balances with metropolitan correspond­

ents. These correspondents, relatively few in number and situated mostly 

in New York City, performed indispensable functions for the banking sys­

tem as a whole. They supplied currency, they cleared and collected 

checks, they rediscounted the paper of country banks. But these were 

not their primary functions as privately managed banks, and there was no 

public obligation to perform them. As much as they could, the city cor­

respondents met the needs of the rest of the banking system, but they 

were under four very serious limitations. 'l'he first was that they were 

operated for profit and not as public institutions. The second was that 

they had the needs of their local non-bank customers to meet, and the 

needs of these customers were often in conflict with the needs of country 

banks. The third was that they were under inflexible reserve requirements, 

which diminished their rediscount powers at the very moment those powers 

were most needed. 'l'he fourth and perhaps most important was that they had 

no ready source of reserve credit available to them outside their m~ 

vaults; there was no central banking institution to which they could trans­

fer some of their earning assets in exchange for additional reserve funds, 

and such relief as they could get had to be sought in a feverish and ex­

hausted market. They stood at the end of the line, with their backs to 

the wall and with the credit noeds of the whole country converging upon 

them. 

This was a decidedly unsatisfactory situation. It not only meant, 

as I have already said, that there was no authority charged with responsi­

bility for maintaining an orderly money market, and that there was no 
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lender of last resort with po·wers flexible enough to meet both indi vid­

ual and general demands for additional reserve funds; it meant that in 

fact the public interest involved was left largely in the hands of cer­

tain metropolitan banks, whose responsibilitl.es were divided and whose 

powers were incommensurate with the burden placed on them. 

In establishing a central banking organization through the pro­

visions of' the Federal Reserve Act, Congress departed in important re­

spects from the example of previously existing central banks. The rnost 

striking departure lay in creating not a single institution, such as the 

Bank of England, the Bank of France, the German Reichsbank, or the two 

former Banks of the United States, but a system of tv;elve regional insti­

tutions, or Federal Reserve Banks, each serving a particular district and 

coordinated in nation-wide policies through a governing Board in Washing­

ton. 

Another departure lay in the means of providing capital for the 

Federal Reserve Banks. Other central banking institutions then in exist­

ence usually had their capital provided by the sale of shares to the pub­

lic. This had also been the case with the two former Banks of the United 

States, and when the second Bank's existence as a federal institution ce.me 

to an end, the government had had great difficulty in realizing upon its 

·shares. Congress provided that the capital of the twelve Federal Reserve 

Banks should be supplied wholly by the banks that became membe1rs of the 

Federal Reserve System. But it did not thereby put the member banks in 

control of the .Federal Reserve Banks, in the sense in which ownership of 

a corporation's stock ordinarily gives control. Congress predetermined 

25 
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the amount of capital to be supplied by the member banks, and forbade 

the sale, transfer or hypothecation by any member bank of the shares of 

Federal Reserve Bank stock owned by it. This prevented concentration 

of ownership by purchase of stock. Congress limited the dividends to 

6 percent per annum, and reserved the Federal Reserve Bank surplus, in 

the event of liquidation, to the United States. It allowed the member 

banks to elect six out of nine directors, but required that three of 

the six directors elected by them represent other lines of business than 

banking. It authorized the governing Board in Washington to appoint the 

remaining three directors, Qesignating one as Chairman and another as 

DGputy Chairman of the bank. It also reserved to the Board a large meas­

ure of authority over the management and activities of the twelve regional 

institutions. Thus it retained control of the twelve Federal Reserve 

Banks as governmental instrumentalities, but relieved the United States 

Treasury of the burden of supplying their necessary capital. 

Another departure from foreign central banking organization lay 

in providing that privately managed banks become members of the Federal 

Reserve System and that as such they be required to maintain their entire 

legal reserves in the form of a credit on the books of the Federal Re­

serve Banks. In other countries, reserves were kept with the central 

bank as a matter of option or custom rather than law and the la.w did not 

stipulate so specifically what constituted reserves. 

Still another departure lay in specifying the proportion of cus­

tomers' deposits which member banks must maintain in their reserve ac­

counts. This too was mainly a matter of custom and discretion in other 

countries. 

26 
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In the m8tter of powers and functions, however, as distin-

gui.slled from form of organization, Congress made little if any depar-

ture from the essentials of central banking as elsewhere exercised. 

rirst, the Federal Reserve Banks were given the power to rediscount and 

to 9urchase obligations. This enables them to perform the primary func­

·~ion of a central banking organization, namely, to release funds to the 

money market and take in exchange the obligations which are already being 

carried by privately managed banks and others. This may be done by re­

discounting for particular banks whieh need reserve funds, or by purchas­

jng government securities in the open market and thereby supplying funds 

to the market in general. This power of the Federal Reserve Banks to act 

as lenders of last resort is not under such limitations as circun1scribe 

the lending operations of privately managed banks. A privately managed 

bank is bound to lose reserves in the process of making extensions of 

credit. If its extension of credit takes the form of purchases of bonds, 

the funds with which it pays for the bonds come out of its reserves and 

find their way at least in part to other banks. If its extension of 

credit takes the form of loans, the borrowed money will sooner or later 

be checked out, with the result that funds are transferred from its re­

serves to those of other banks. This must be the case so long as the 

banking business is divided up a:rliong different banks. But a central bank­

ing organization does not lose reserves when it makes loans or purchases 

securities except if the funds it giv-es in exchange for the obligations 

it acquires are taken out of the country. Otbenvise when the central 

banking organization - in this case the Federal Reserve System - acquires 
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an obligation, it is paid for by B credit entry to the reserve balance 

of some member bank. Unless gold is withdrawn for export against that 

reserve balance, the Federal Reserve Banks, in such a transaction, part 

with nothing. They have acquired certain assets and in exchange there­

for have increased their liabilities. 

This ability to exercise the lending function to a degree far 

beyond what competitive, privately managed banks can do is a peculiar 

and essential feature of central banks. It is the principal occasion 

for the existence of central banks. Because of it, privately managed 

banks and the money market as a whole do not find the sources of addi­

tional credit running dry just when funds are needed most. They may 

find the cost of credit rising, but so long as banks have assets that 

are discountable or salable the additional credit they require will be 

provided. 

In this connection, it is desirable to comment on the supposed 

• relation between the amount of reserve deposits and the ability of the 

Federal Reserve Banks to make loans and purchase securities. The idea 

that the ability of the Reserve Banks to extend credit depends upon the 

amount of their deposits appears to be based on a fallacious analogy be­

tween central banking organizations and privately managed competitive 

banks. The thought seems to be that a central banking institution is en­

abled to extend more credit when its deposits increase, because a commer­

cial bank is enabled to extend more credit when its deposits increase. 

Such considerations are beside the point. The Federal Reserve Banks do 

not have their power to extend credit enlarged by an increase in reserve 
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requirements, because they already have statutory powers to extend cred­

it independently of the volume of reserve deposits on their books. The 

purpose of legal reserve requirements is not to give lending power to 

the Reserve Banks, but to facilitate credit regulation; and the Reserve 

Banks could have built up their present volume of earning assets without 

any reserve requirements for member banks at all. Their lending power 

depends upon the amount of their gold certificates and lawful money, 

which rnust be sufficient to provide a reserve of at least 35 percent of 

their deposits. A Federal Reserve bank, in other words, can expand its 

deposits by the extension of credit so long as its gold certificate and 

lawful money reserves are 35 percent or more of its deposits. The gold 

certificate holdings of the Federal Reserve Banks have long been ample 

to support credit extensions far beyond what there is any reason to ex­

pect will be called for. Accordingly, since the Federal Reserve Banks, 

as central banking institutions, already have ample powers to buy secur­

ities and make loans, there is no occasion to seek an increase in those 

powers, and if such an occasion existed, the object would not be sought 

by increasing member bank reserve requirements. 

I have discussed the fact th::tt a central banking organization 

supplies funds to the money market by the processes of rediscount and of 

securities purchases. I bave also indicated that though the central bank­

ing organization may advance additional credit as required, it may do so 

at a higher and higher rediscount rate. In other words, without abandon­

ing its role as lender of last resort, the central banking organization 

may nevertheless restrain the use of credit by the device of raising its 
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cost. It may also restrain it uy the device of selling securities in 

the open market; for just as central bank purchases of securities put 

funds in tho money market, central bank sales of securities draw funds 

from the market. 

'l'he central banking org.•mization, accordingly, has an active 

and responsible duty to perform no matter what the situation of the mon­

ey market may be. It throws its weight in thA direction calculated to 

maintai.n on adequate supply of credit and an orderly market. It seuks 

at times to encourage and at times to restr~in. For several years now 

the Federal Reserve System has consistently followed a course of encour­

cgement; and to that end it has lowered discount rates and made large 

purchases of securities. That is, it has employed the primary and cus­

tomary means available to a central banking organization in maintaining 

~ policy of monetary ease. 

Congress gave two other important functions to the Federal He­

serve Eanks besides the essential central banking functions - rediscount 

and open market operations - which I have just O.iscussed. These two 

others are the currency function and the fiscal agency function. They 

'A-ere originally the primary functions of central banks, and so far as I 

know they are still performed by the central banks of all countries. Cur­

rency issue, in process of time, has become of less relative importance 

because so large a portion of monetary ~ayments is now mcde with deposit 

credit transferred by check. Fiscal agency, however, has become a more 

important function, with the great growth in the volume of government re­

ceipts and expendi tur·es and in the size and complexity of the public debt 

structure. 
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!\.. central bun.king j nsti tution is only one of the various instr'11-

ncAllt'llities and agencies which a wise government will provide for the 

wcHm'e of its people. It is an important in3trumentnli ty, but it can 

contritute no more than its share in a concentrated effort of all agen­

cies of the government toward the maintenance of economic stebiljty. 
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BOARD OF GOVERNORS 
CF THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 
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ADDRESS OFFICIAL. CORRESPONDENCE 

TO THE BOARD 

Dear Sir: 

January 13~ 1938 
R • 164 

Referring to the Board's letter B-11~7 of April 4~ 1936, there 
are inclosed 25 copies of the list of nonmember banks that have in 
force agreements with the Board pursuant to tho provisions of Section 
8(a) of the Securities Exchange Act of l93Lr~ as rovised·to include 
changes reported to the Board through December 31, 1937. 

It will be noted that the revised list does not contain the 
names of banks which filed agre<:1ments but are no longer in operation 
as nonmember barucs, also that it shows only tho current namos of baru(s 
which changed their names after filiYlg agreements. There are inclosod 1 

however, statements showing tho names of banks which filed agreements 
but are no longer in operation as nomncmbors and tho names of banks 
which changed their namos after filing agreements. Thoso statements of 
changes are for your information and are not to be given out in response 
to requests pursuant to provisions of paragraph (b) of Section 5 of 
Regulation T. Similar statements of changes durinc each year will 
be furnished to you hereafter iidth each revised list of nonmember 
banks that have in force agreements with the Board pursuant to the 
provisions of Section 8(a) of the Securities Exchange Act of 193Lf. 

Inclosures. 

Very truly yours, 

---
'Jt~~-

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDEP~ RESERVE BA}JKS 
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LIST OF N01iffifJ!,1IBETI BLNKS ·wHICH ILWE IN FORCE J~GREEMENTS FILED WITH 
THE BO;u-qD OF GOV:RNORS OF THE FEDERi'..L RBSERVE SYSTEM PURSUJJJT TO 

THE PROVISIOlJS OF SECTION 8( o.) OF THE SBCURITIGS EXCHJ~NGE ACT OF 1934 

(Docs not conto.in nrunos of bo.nks which o.re no longer in opero.tion 
o.s nonmember bo.nks. If no.me of bo.nk has beon cho.ngod since tho 
o.grooment was filod 1 only tho current name is 1 istod.) 

Nonmember Bo.rucs with Principal Places of Business in the United States 

California. 
Anaheim 
Oakland 
Patterson 
San Diego 
San Francisco 

II 

Stockton 

Connecticut 
Bridgeport 
Darien 
Hartford 

II 

New. Hc.vc:ln 
Stamford 

Delawo.re 
Dover 
Viilmington 

Ido.ho 
Lewiston 
Pocatello 

Illinois 
Chicago 
Oak Po.rk 

Indianc, 
English 
Jeffersonville 

" 
West College Corner 

(P.O.College Cornor~Ohio) 

The Southern County Bank 
Central Bank 
Conunerc ial Bank 
San Diego Trust & Savings Bank 
Bank of Montreal (San Francisco) 
The Canadian Bank of Conunerce (California) 
Stockton Savings and Loo.n Banlc 

The Viest Side Bank 
The Home Bank o.nd Trust Compo.ny of Darien 
Tho Ho.rtford-Connecticut Trust Compo.ny 
The Park Street Trust Comp::my 
The Conununity Bank o.nd Trust Compo.ny 
The Fidelity Title & Trust Company 

Fo.rmers' Bank of the Sto.te of Delaware 
Delaware Trust Compo.ny 

American Bo.n.lc & Trust Compo.ny 
Ido.ho Bo.nk o.nd Trust Co. 

Banco di No.poli Trust Compo.ny of Chicago 
Prairie Sto.te Bo.n.lc 

English Sto.te Banlc 
Citizens Trust Compo.ny 
The Clark'County State Bank 
The Fo.rmers State Bank of y;est College 

Corner~ Indio.na 

Tho Vio.torloo Savings Bunk 
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Kentucky 
Beaver Dam 
Brandenburg 
Campbellsburg 
Carrollton 
Cave City 
Dayton 
Gravel Switch 
Hardinsburg 
Harrodsburg 
Hawesville 
Hopkinsville 
LaGrange 
Magnolia 
Monterey 
Munfordville 
New Hope 
North Pleasureville 
Owingsville 
Pineville 
Rocky Hill 
Sadieville 
Sharpsburg 
Shelbyville 

II 

II 

Springfield 
Taylorsville 
Upton 

Maine 
Rockland 

Maryland 
Baltimore 

" 
Massachusetts 

Boston 
Clinton 
Lo.wrence 
Lynn 
North Adams 
V'v"orcester 

Michigan 
Detroit 

Missouri 
St. Louis 

- 2 -

The Beaver Dam Deposit Bank 
Farmers Deposit Bank 
United Far.mors Bank 
Kentucky State Bailie 
Tho H. Y. Davis State Bank 
State Bank 
Peoples Bank 
Farmers Bank 
State Bank & Trust Co. 
Hawesville Deposit Bank 
First-City Bank & Trust Company 
First State Bailie 
Bank of Magnolia 
The First State Baruc 
Hart County Deposit Bank 
The Peoples Bank 
The Central Bailie 
Owingsville Banking Company 
First State Bank 
Bank of Rocky Hill 
Farmers-Deposit Baruc of Sadieville 
Citizens Baruc 
Bank of Shelbyville 
Citizens Bank 
The Farmers and Traders Brulic 
Springfield State Baruc 
Pe:oples Baruc 
The Davis Bunking Company 

Knox County Trust Company 

The Equitable Trust Company 
Mercantile Trust Company of Baltimore 

Stabile Bunk and Trust Company 
Clinton Trust Compo.ny 
Arlington Trust Compo.ny 
Essex Trust Company 
North Adams Trust Company 
Guaranty Bank & Trust Co. 

Connnonweill th-Connnorcial State Bank 

Mutual Baruc and Trust Company 
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Now Jersey 
Asbury Po.rk 
Atlo.ntic City 
Cho.thrun. 
Clayton 
Guttenberg 
Hammonton 
Jersey City 

II 

North Bergen 
Trenton 

II 

Union City 
Hood bury 

New York 

3 

Asbury Park and Ocean Grove Bo.lli( 
Guo.rantoo Trust Company 
The Chatham Trust Company 
Clayton Title and Trust Company 
Guttenberg Bank and Trust Co. 
Peoples Balli( and Trust Company 
Bessemer Trust Company 
The Trust Company of New Jersey 
·woodcliff Trust Company 
The Trenton Banking Company 
Trenton Trust Company 
Hudson Trust Company 
Woodbury Trust Company 

Albion Marine Midlo.nd Trust Company of Albion 
Auburn Auburn Trust Company 

" Vvm. H. Seward & Co. 
Berlin Taconic Valley Balli( 
Brooklyn (New York City) Citizens Ballic of Brooklyn 

11 Kings County Trust Company 
Clarence Bank of Clarence 
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Cortland The Marine Midland Trust Company of Cortland 
Forest Hills(New York City) Boulevard Ballic 
Hudson Hudson River Trust Company 
Jamestown Union Trust Company of Jamestown, N. Y. 
Kenmore State Balli( of Kenmore 
Medina Medina Trust Compn.ny 
Newburgh The Columbus Trust Company 
New York City Bn.nca Conunorcin.le Itn.lio.nn. Trust Compn.ny 

11 The Bank of Athens Trust Compo.ny 
" Bronx County Trust Company 
11 Brown Brothers Harrinu:m & Co. 
11 Empire Trust Company 
11 Fiducin.ry Trust Company of Now York 
" Heidelbach, Ickolhoimor & Co. 
11 Ruth & Co. 
II 

II 

II 

II 

North Tonawanda 
Oyster Bay 
Randolph 
Riverhead~ L. I. 

Laidlaw & Company 
Savings Banks Trust Company 
Title Guarantee and Trust Company 
Underwriters Trust Company 
State Trust Company of North Tonawanda 
Oyster Bay Trust Company 
Stuto Bunk of ~o.ndolph 
Long Islo.nd Sto.te Bank & Trust Company 

R-164a 
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New York (Continued) 

Ohio 

Rochester 
" 
" II 

Tono.wo.ndo. 
Troy 

Lisbon 
Milledgeville 
Ottoville 
Sa.ndusky 
Sugarcreek 
"Harren 
Youngstown 

Pennsylvania. 
Abington 
Altoona. 
Philadelphia. 

" 
" 
II 

" 
" 
" 
" 

Pittsburgh 
Potts"tillc 
Prospect Po.rk 
itan.ldn 

Tcnnossoo 
Covington 
Paris 

Texas 

Utah 

Houston 
" 

Salt Lake City 

Vermont 
Barton 
Bellows Falls 
Brattleboro 

Wisconsin 
Cudahy 

4 

Genesco Valley Trust Co. 
Rochester Trust & So.fo Deposit Compo.ny 
Security Trust Company of Hochostor 
Union Trust Company of ~1ochcstor 
The First Trust Company of Tonawanda 
The Troy Trust Company 

Tho Firestone Bo.nk 
Tho Milledgeville Bo.nk 
The Ottoville Bo.nk Company 
The Citizens Banking Company 
Citizens Bunk 
Tho Union Savings & Trust Company 
Tho City Trust & Savings Bunk 

Abington Bunk & Trust Company 
Tho Altoona. Trust Company 
Bo.nco. Commorcio.lo Italiano. Trust Company 
Lo.nd Ti tlo Bunk o.nd Tru.st Company 
Liberty Title o.nd Trust Company 
Mitten Bunk and Trust Company 
Northern Trust Company 
North Philadelphia Trust Company 
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Tho Reo.l Estate Trust Company of Philadelphia 
Wyoming Bank o.nd Trust Company 
Tho ~rsena.l Bunk 
So.fo Deposit Bruli< of Pottsville 
Prospect P~rk Sto.to Bo.nk 
The Rcnkin Bo.nk 

Tipton County Farmers Union Bank 
Commercial Bam< & Trust Co. 

Guardian Trust Company of Houston 
Houston Land & Trust Company 

First Security Trust Company 

The Barton Savings Bank and Trust Company 
Bellows Falls Trust Company 
Brattleboro Trust Co. 

Cudahy State Banl< 
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No~Utlember Eanks with Principal Places of Business in Territories, 
- ------rristil-ar_.l'Cssess~01s;0r--:ForeTgn:yo·um!:fe·~------- ----·- -·--

Cnnarl.o. 
--Montreo.l 

II 

Toronto 

II 

II 

England 
- London 

Hawc.ii 
Honolulu 

" 
Italy 

Milan 

December 31, 1937 

Bank of Montreo.l (including Agencies o.t New 
York City, Chicago and San FrarJ.Cisco) 

The Hoyo.l Bo.nl!;: r f' Canada ( includinc; Agency o.t 
New Yc,rk City) 

The Banl-: c·f Neva. Scotia (including Agencies 
a.t New York City, Bcston, and Chico.go) 

The Canadian Bank of Connnorce (including 
Agencies at New Ycrk City, Portlc.nd, Ore., 
San Fruncisco and Seattle) 

'£he Dominion Banlc (including Agency at New Ycrk 
City) 

Banque Belge pour l'Etranger (Overseas) 
Limited (including Agency at New York City) 

Banl: of Ha.waii 
Bishop No.tional Ba.nk of Hawaii at Honolulu 

Banca Connnorcialo Italiano. (including Agoncy 
at Now Yc.rk Cit-y) 
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BANKS V'ffiiCH FILED AGREEMENTS WITH THE OO.ARD OF GOVERNORS OF THE FEDERAL 
RESE"~-'VE SYSTE11! PURSU .. ~NT TO THE PROVISIONS OF SECTION 8(a) OF THE 

SECURITIES EXCH.i...NGE ACT OF 1934, BUT VlHICH lJtE NO LONGER IN 
OPERATION AS NONMEMBER B~';.NKS 

38 

California 
Modesto 

Pasadena 

District of Columbia 
Washington 

Kentucky 
Perryville 

Massachusetts 
Boston 

Stoneham 

New York 
Batavia 

Middletown 

Ohio 
----youngstown 

Pennsylvania 
Homestead 

Reading 

Modesto Trust and Savings Bank 
(Merged into The Anglo California National 
Bank of San Francisco, as of April 12, 1937) 

Pasadena Savings Bank 
(Merged into Bank of AniDrica National Trust 
& Savings Association, San Francisco, as of 
January 25, 1937) 

National Savings & Trust Company 
(Admitted to membership in the Federal Reserve 
System on January 16, 1937) 

Far.mers Deposit Bank 
(Merged inbo Tho Old Bank, Perryville, non­
member, as of November 2., 1937) 

Banca Commerciale Italiana Trust Company 
(Ceased active banking operations on November 
27, 1937, and placed in voluntary liquida­
tion on December 29, 1937) 

Stoneham Trust Company 
(Merged into Middlesex County Nation~l Bank 
of Everett as of September 13, 1937) 

Bank of Batavia 
(Merged into The Marine Trust Company of 
Buffalo, a member bank of the Federal Reserve 
System, as of January 15, 1936) 

Orange County Trust Company 
(Admitted to membership in the Federal 
Reserve System on November 23, 1936) 

The Dollar Savings and Trust Company 
(Admitted to membership in tho Federal 
Resorv~ System on March 13, 1936) 

Monongn.hel.c Trust Company 
( .... dr:.i ttod to membership in tho Federal 
Reserve System on July 10, 1937) 

The Reading Trust Company 
(Admitted to membership in the Federal 
Reserve System on November 27, 1935) 

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



DMTI'S ViHICI-I FU,:0I) AGR.:E:=;]I!}jl'JTS 1• ITH TF..::: BO .• HD OF GOV:811NOTIS OF TIC F:SD:0R~L 
orcc·•-,·~r>;•: SY<;;'•'7 ,,: FU')t::!U · 11JTm 'l'C TTJ':" p·"'OVIs; 101'-T"' CF· S''CT -10N 8( n) OF- 'J.'Ul,' 1\.-t.:).w_,_v.b .ul._,_ l\.t..... .u .. 1 ~· . .J.L • .; J.\., 1... 0 ..L.J ·-· \....'- J.l.w 

39 
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Bolr:iun 
--'13russcls 

Docombor 31, 1937 

OF..:::IL.TION LS NONJ:f.S]m;:.;:;:;, B:.l~KS (Continued) 

Bc..nquc Bolgo pour 1 1Btrc.nc;er 1 including .~goncy 
c.t Now York City 

(Bc.nquc Bolgo pour l 1Etrc.ngcr (Ovcrsoas) 
Lil:litod, London, .i;;nglo.nd, hc.s succeeded to 
the bus inc s s formerly trc.nsc.ctod by the 
Now York .~goncy of Bc.nquo Bclgo pour 
1 r~:;trn.ngor 1 Brussels, Belgium. Tho lc>.tto:vo 
institution now hc.s no o..goncy or office in 
tho United Sto.tos and, therefore, no longer 
comes within tho term "brmk" c.s used in 
Section· 8( o.) of tho Socuri tics :Gxchc.ngo J.ct 
of 1934.) 
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40 
NONMEMBER BANKS Y'ffiiCH CHANGED THEIR NAJI.~ES AFTER FILING AGREEMENTS lJHTH 

THE BOARD OF GOVERNORS OF TFE FEDERAL RESERVE SYSTEH PURSUANT TC' THE 
PROVISIONS OF SECTION 8(a) OF Tl~ SECURITIES EXCHANGE ACT OF 1934 

California 
San Francisco 

Indiana 
Jeffersonville 

West College Corner 
(P.O. College Corner, Ohio) 

New York 
Albion 

Cortland 

Pennsylvania 
Philadelphia 

December 31, 1937 

Banlc of America 
(Name and location changed as of October 22~ 
1937 to "Central Bank", Oakland) 

Clark County State Bank 
(Name changed as of November 8, 1937 to 
"The Clark County State Bank") 

Farmers State Bank of West College Corner, 
Indiana (Name changed as of October 25, 1937, 
to 11 The Farmers State Bank of V!est College 
Corner, Indiana") 

The Orleans County Trust Co. 
(Name changed as of Decembe~ 31, 1936 to 
"Marine Midland 'frust Company of .. U bion") 

Cortland Trust Co. 
(Name changed as of October 2~ 1936 to 
"The Marine Midland Trust Co:mpo.:o.y of 
Cortland") 

The Real Estate-Land Title and Trust Company 
(Name chan~ed as of Janu~ry 31, 1936 to 

11Lo.nd Title Bank and Trust Company") 

R-164c 
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BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-165 

41 

ADDRESS OPPICIAL CORRESPONDENCE 

TO THE SOARD 

January 14, 1938. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection wl th telegraphic transac-

tions in Government securities between Federal 

reserve banks, the following code word has been 

designated to cover a new issue of Treasury Bills: 

"NOZLEE11 - Treasury Bills to be dated 
January 19, 1938, and to 
mature on April 20, 1938. 

This word should be inserted in the Fed-

eral Reserve Telegraph Code book, following the 

~upplemental code word 11NOZLAP" on page 172. 

Very truly yours, 

' Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

• 
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BOARD OF" GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-166 
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ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

J&nuary 19, 1958. 

SUBJECT: Holidays during February, 1938. 

Dear Sir: 

On Saturday, February 12, in observance of the anni­
versary of tho birth of Abraham Lincoln, the books of the 
Inter-district Settlement Fund will be closed and there will 
be neither transit nor Fedorcll Reserve note clearing through 
tho Fund. For your information tho Board is advised that 
the following Federal Rosorvo banks a._11d branches will be 
open for business on February 12: 

Boston 

Richmond 
Baltimore 
Charlotte 

Atlanta 
Birmingham 
Jacksonville 
New Orleans 

St. Louis 
Little Rock 

.Kansas City 
Oklahoma City 

On ~~esduy, Febr~~~J 22, the offices of th~ Board of 
Governors of the Federal Reserve System and all Federal Re­
serve banks and br~ches will be closed. 

The Board is further advised that the Havana Agenc.y 
of the Federal Reserve Bank of Atlanta will be closed on 
Thursday, February 24, in observance of the anniversary of 
"Gri to de Baire". 

Please notify branches. 

Very truly yours, 

J. c. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS Digitized for FRASER 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

R-167 

For immediate release January 21, 1958. 

The Board of Governors of the Federal Reserve 

~stem tod~ announced the appointment of Mr. Rufus 

C. Branch of Pecan Point, Arkansa~, as a director of 

the Memphis branch of the Federal Reserve Banlc of 

St. Louis for the unexpired portion of the term end-

ing December 51, 1940. 
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BOARD OF GOVERNORS 
OF '!HE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning newspapers 
of Saturday, January 22, 1958. 

R-168 

Januar.y 21; 1958. 

The Board of Governors of the Federal R3serve B,ystem to~ 

announced the following appointments: 

FEDERAL RESERVE BANK OF NEW YORK 

44 

CHAIRMAN AND FEDERAL RESERVE AGENT (for remainder of current year): 
Mr. Owen D. Young of New York, N. Y. 

DEPUTY CHAIRMAN (for remainder of current year): 
Mr. Beardsley Ruml of New York, N. Y. 

CLASS 11C 11 DIRECTOR: 
For unexpired portion of term ending December 51, 1959: 

Mr. Edmund E. Day of Ithaca, New York 
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BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-169 45 

ADDRESS OF'F'ICIAL CORRESPONDENCE 

TO THE BOARD 

January 22, 1938. 

SUBJECT: Code V!ord Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic transac-

tions in Government securities between Federal 

reserve banks, the following code v.ord has been 

designated to cover a new issue of Treasury Bills: 

111\0ZLID" - Treasur<J Bills to be dated 
January 26, 1938, and to 
mature on April 27, 1938. 

This word should be inserted in the Fed-

eral Reserve Tslegraph Code book, following the 

supplemental code word 11NOZLEE" on page 172. 

J. C. Noell, 
Assistant Sec~eta17. 

TO PEESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-170 46 

ADDRESS CF"FICIAL CORRESPONDENCE 

TO THE BOARD 

January 25, 1938. 

Dear Sir: 

There is attached a copy of the re­
port of expenses of the main lines of the 
Federal Reserve Leased Wire System for the 
month of December, 1937. 

Please credit the amount payable by 
your bank to the Board, as shown in the last 
column of the statement, to tho F0deral He­
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 Fedoral Reserve Bank of Rich­
mond by wire the amount and purpose of the 
credit. 

Inclosure. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

TO PRESIDENTS OF' ALL FEDERAL RESERVE BANKS 
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REPORT OF EXPEhSES OF MAIH LINES OF FEDEP..AL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF DECEt\tlBER, 1957 

Number Words sent Total Pro Rnte Payable 
Federal of by N. Y. Words Personal Share of to 
Reserve l~ords chcrgeable Charge- Ser- Wire Total Tob.l Ex- Credits Board 

Bank Sent to other able vices (l) Hen tal Expenses penses(2) of Gov-
F.R. Banks ernors 

Boston 40,868 1,821 42,689 $ 251.78 $ $ 251.78 $ 558.45 $ 251.78 $ 306.67 
New York 152,025 152.025 995.00 995.00 1,727.12 995.00 732.12 
Philadelphia 38,674 1,829 40,503 236.61 236.61 529.85 236.61 293.24 
Cleveland 51,873 1,863 55,736 236.21 256.21 702.96 236.21 466.75 
Richmond 55,330 1,784 57,114 181.50 181.50 747.15 181.50 565.65 
Atlanta 67,498 1,775 69,273 276.07 276.07 906.21 276.07 630.14 
Chicago 91,155 1,969 93,124 1,102.26 1,102.26 1,218.22 1,102.26 115.96 
c:+ ,_, v. Louis 71,680 1,775 73,455 188.13 188.13 960.92 188.13 772.79 
Minneapolis 35,177 1,805 34,982 135.55 135.55 457.62 135.55 322.07 
Kansas City 67,663 1,778 69,441 259.18 259.18 908.41 259.18 649.23 
Dallas 66,071 1,773 67,844 267.75 267.75 887.52 26?.75 619.77 
San Francisco 81,635 2,101 85,736 404.71 404.71 1,095.41 404.71 690.70 
Board of 

Governors 519,407 519,407 1,472.80 11,4:87.03 12,959.85 6,79·1.74 12,959.83 

Total 1,317,056 20,273 1,557,529 6,007.55 11,487.03 17 ,·194.58 17,494.58 17,494.58 6,165.09 

(l) Includes salaries of main line operators and of clericcl help engaged in work on main line business, such ns 
counting the number of words in messcges; o.lso, overtime and supper money Gnd Retirement System contributions 
at the current service rate. 

(2) Based on cost per word ($.015081732) for business handled during the month. 
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CANCELLED 
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BOARD OF GOVERNORS 
OF' THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

49 
R-172 

AOORESS OFFICIAL CORRESPONDENCE 

TO THE BOARO 

January 26, 1938. 

Dear Sir: 

In order that the Board of Governors may have in-

formation as to the extent to which different lines of 

business and industry have applied for credit under the 

provisions of Section 13b of the Federal Reserve Act~ and 

as to size of loans ~pproved under the authority of that 

Section~ it will be appreciated if you will furnish the 

Board data as of \:Vednesda.y., December 29, 1937 regardlng 

such applications in the form called for 9y the inclosed 

schedules. 

Inclosures 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

TO Ttlli PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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APPLICATIOUS FOR INDUSTRIAL ADVANCES (INCLUDING COMMI'fMENTS 
APPROVED UNDER SECTION 13b, CLASSIFIED ACCORDING TO SIZE 

JUNE 19, 1934 TO DECEMBER 29, 1937 

Federal Reserve Bank of 

Size of loan 

$2~501 to $5~000 

$5,001 to *10,000 

$25,001 to ~~50, 000 

$50,001 to $100~000 

~100,001 to $200,000 

Over 0400,000 

Total* 

---------------
Number of 

a pp lie at ions 
approved 

(Advances and 
conunitments) 

Jimount of 
applications 

approved 
(Advances and 
conunitments) 

*The total of column 1 should agree with the sum of items 10-a and 
lOb column 3 of Form B-22 and the total of coltmm 2 should c.groe 
with the :mm of i tvms 10-a and 10-b column 4 of Form B-22. 
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APPLICJ.TIONS Ft>R INDUSTRIJ~L .. 'I.DVliliCES (INCLUDING OOMI.~ITMENTS) UNDER 51 
SECTION 13b OL.h.SSIFIED .i'£CORDING TO BUS !l~SS AND INDUSTRIES 

JUNE ·19, 1934 TO DICEMBll.'R 29,- 1937 R-172-b 

Federal Reserve Bank of -------

Number Amount 

· MANUFACTURERS 
Aircraft 
Autos, trucks, & accessories 
Chemicals and a.llied products 
Electrical goods 
Food products 
Furniture, office and household 

equipment 
Hides and leather 
Jewelry and silverware 
Liquors, wines and beer 
Lumber and builders supplies 
Machinery and machine tools 
Metals 
Paper products 
Railway equipment 
Rubbor goods 
Stone, clay and glass products 
Textiles 
We~ring apparel, shoes, etc. 
Wood products 
Other 

TO'l'o~U. 

Wli>LESALE AND RETi .. IL TR,;i.DES 
luto$ a.na accessories 
Chain and depa.rtm<mt stores . 
Clothing, dry .goods, jawclry 
Drugs, toba.oco and liquor 
Florists• nurseries, oto• 
Food products 

· F:urni tur o 
Grain, food, seeds, etc. 
Hardware and machinery 
Lumber and builders' supplies 
Oil 
Elootrioa.l goods 
Ot;her 

TOTAL 

MISCELLANJroUS 
Contractor'S a.nd construction 
Hotels, apartments; 

rosta.ur~ts, otc, 
~~~ios, ole~re and ~ors 
........ cauatrio• 
011 4nd gat production 
P~1nt1ng, publishing and 

alB .. od- trades 
Shipbuilding o.nd rspairing 
Tra.nsporta.tion 
()thor 

GRl .. ND TOT.t.L* 

--------~·----· 

ol'U1DllS 1 and 2 should a.groo with item 4 of Fonn B•22; tho sum of columns 3 a.nd 5 
should agree with tho sum of itoms lD-a and 10-b oolumn 3 of Form B-22; a.nd thG 
sum of coiumns 4 and 6 should agroe with tho sum of itoms 10-u and lO•b oolumn 4 
of.Fonn B·22. 

I. 
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BOARD OF' GOVERNORS 
OF THE 

FEDERAL RESERVl~ SYSTEM 

S'l'ATEMENT FOR THE PRESS 

52 

R-1?3 

For release in morning papers, 
Thursday, Jnnu:.iry 2?, 1938. 

The following summary of general busi­
ness and financial conditions in the 
United States, based upon statistics 
for December and the first three weeks 
of January, will appear in the February 
issue of the Federal Reserve Bulletin 
and in the monthly reviews of the Fed­
eral Reserve banks. 

Industrial ou·tput declined further in December and, according to 

preliminary reports, showed little change in the first three weeks of 

January. Prices of raw muterials, which had declined sharply in 

October aud November, have been maintained since that time. 

Production 

Volu.rne of industrial production declined further in December and 

the Board's seasonally ndjusted index was at 84 percent of the 1923-

1925 a-vflrage 2.s compared with 89 in November. 'I'h e decline reflected 

chiefly a continued sharp curtailment of activity in the durable goods 

industries. St;;;el ingot production averaged about 26 percent of capac-

ity, output of automobiles ana plate glass was reduced considerably, 

and production of' lumb0r and. cement also declined. Total output of 

nondurable goods declined $e~sonall.y. There wns a sharp decresse in 

outp"ij.t ot eilk mills., r.md cotton consumption declined furtber. At 

W()(l:l,G¥1 1\11.l.l11 ~.ti $hoe t~nto:ries, however, output wes me.in.ta.ined, fol-

lowing a eonsiderable period of sharp decline. ActJ.vity at sugar re-

fineries increased further. Miner~l production in December, as in 
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other recent months, was at a high level. Output of crude petroleum 

and bituminous coal declined seasonally, while anthracite production 

1ncreased somewhat. 

In the first three weeks of January output of steel and automobiles 

increased somewhat from the extreme low levels reached in the latter 

part of December. 

Value of construction contracts awarded in December continued in 

about the same volun1e as in the preceding three months. During this 

period there was a decline in awards for privately-financed projects, 

reflecting in large part further reductions in residential building, 

while ~ublicly-financed work increased. 

Employznent 

Factory employment and payrolls showed further declines between the 

middle of November and the middle of December, and employment at mines, 

on the railroads, and in the construction industry also continued to de­

crease. The decline in the number employed at factories was larger than 

in eerlier months in industries prouucing durable goods, and was partic­

ularly marked in the steel, machinery, and automobile industries. For 

the nondurable goods industries as a group, the decline in December was 

about the same as in each of the previous three months, after allowance 

for sea.sonal changes. There was some increase i.n employment at shoe fac­

tories and little change at r>lants vroducing tobacco products, while most 

other industries in this group showed further decreases. 

Distribution 

Department store sales increased in December by about the usual 
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seasonal amount, and the Board's adjusted index was 90 percent of the 

1923-1925 average as compared with 91 percent in November and an aver­

age of 93 percent in the first ten months of the year. Mail-order 

business and sales at vRriety stores showed somewhat more than the 

seasonal increase, while sales of automobiles declined substnntially. 

Preliminary reports indicate that in the first half of Jenuary sales 

at depnrtment stores were at about the same level as a year ago. 

Railroad freight-car loadings continued to decline in December, 

and in that month were 18 percent lower than the average for the first 

balf of the year, making allowance for usual seasonal change. 

Com.'!lodi ty prices 

Wholesale prices of basic co~rrodities, after declining sharply in 

the autumn, showed little change in December and the first three weeks 

of January. Grains, cotton, print cloths, steel scrap, and bituminous 

co11l increased somewhat, while leather, rayon, and woodpulp prices were 

reduced. Prices of a wide variety of finished industrial products showed 

further declines, and livestock products continued to decrease sharply. 

Bank credit 

Excess reserves of member banks increased in the four weeks end­

ing January 19 from $1,010,000,000 to $1,3?0,000,000 and were la.rger 

than at any ti'ne since May 1. The post-holiday decline in money in cir­

culation, which accounted for this growth of excess reserves, was larger 

than tho increase that occurred before Christmas. 
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The volume of loans at reporting member banks in 101 leading cities 

declined sharply in the five weeks ending January 19, while their holdings 
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of' investments showed little net change. Declines occurred in loans 

to security brokers and dealers and in commercial loans, which de­

creased both in New York City and in other leading cities. Interbank 

balances were built up during the period, while other deposits de­

ereased somewhat, reflecting largely the repayment of bank loans, part­

ly offset by a return flow of currency from circulation. 

Money rates and bond yields 

The average rate on new issues of 91-day •rreasury bills continued 

in Je.nuary at less than 1/8 of 1 percent, and yields on Treasury notes 

end bonds declined to new low levels for recent months. Yields on the 

highest-grade corporate bonds also declined soraewhat, while those on 

the lower-grade railroad issues rose. 
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BOARD O:F' GOVERNORS 
OF THE 

FEDERAL RESE'RVE SYSTEM 

STATEMENT FOR THE PRESS 

R-174 

For immediate release • January 26, 1938. 

The Board of Governors of the Federal Reserve 

System today announced the appointment of Mr. W~ D. 

Cochran of Iron Mountain, Michigan, as a class "C" di-

rector of the Federal Reserve Bank of Minneapolis for 

the unexpired portion of the term ending December 31, 

1940. 
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BOARD OF GOVERNORS 
OF' THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

5? 
R.-175 

ADDRESS OFFICIAL CORRESPONDENCE 

TO THE BOARD 

January 27, 1938. 

~mBJEC'I': Monthly Report of Bank and 
Public I-telationf.; Activities. 

Dear~ Sir: 

There is inclosed for your informa-

tion a summary of the bank rel'ltions reports 

submitted by the Federc.l Reserve bnnks for 

the month of December in r·esponse to the 

Board's letter of August 25, 1956 (X-9680). 

Inc..Losures. 

Very truly yourc, 

Chester Morrill, 
Secrt;tary. 

TO PRESIDENTS 01" ALL F~~DF..RAL RESERVE BANKS. 
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TO The Boe.rd of Governors 

FROM Mr. Hammond, 
Division of Bank Operations 

R-175-a 

January 24, 1958. 

SUBJECT: Summary of Bank 
R.elations Reports. 

Reports of bank relations as requested in the Board's letter of 
August 25, 1956 (X-9680) have bocn received for the month of December 
u.nd excerpts therefrom will be found on the following pages. In "l.ddi­
tion to the usual table showing the number of visits made, lllf:etings 
attended, e.nd addresses delivered during the month, a table has been 
prepc:.red showing the total visits made during the whole year. 

The total number of visits \7as 11,022, of which, 6,499 were to 
member banks, 4,230 were to non-members, and 295 were not classified • 
The majority of the Reserve bt:.nks show visitation •vork most activ.3 ~::.t 
some one season of the year ·- usually the spring. The largest number 
of visits was made in 1\'iarch, th-3 next largest in M!.iy, r:nd the third 
largest in April. The fe·nest visits were made in January. 

All reports from those Roserve banks that comment upon the busi­
ness situation reflect concern over the low state of industrial ac­
tivity. The reports give the impression that conciitions are batter in 
rural regions than in urbm1, for bankers scy that good crops have made 
the volume of farm income large even though p:rices have fG.llen. Wllile 
the reports in gcneraltestify to a pessimistic view of industr.ial con­
ditions - Cleveland, for example, observing that in some communities 
"the unemployment situation is worso now than it has been at Hny tirue 
during the late depressicn" - nevertheless there are numerous items 
of fnvorabJ.e information. New York, which gives a detuilad account of 
1he business s.L tuation in cert.:dn parts of the Second district, men­
tions specific exceptions to the general evidence of retarded activj_ty; 
several industrial centers and individual co:npanies are named where 
~1ctivity is well sustained, and in certain places emplo;y·ment is re­
ported t.lS n.ctually at a higher level than last year. There i.s also 
considernble ml.Val and airplane construction, according to reports 
from New York, Richmond, ~1nd San Frc:ncisco, P..nd preparations for the 
World's Fair in Now York are already giving employment to several thou­
sand persons. 

Bankers complain of the slack demand for creoit. Some are able to 
cultivate new fields ·· housing mortg[lges, personecl loans and install­
ment paper - but small country banks find few alternatives open. 

Cleveland reports that there is active solicitation by city banks -
particularly in Clev<:.land anci Pittsburgh - for the correspondent busi­
nass of country banks, and that thero is a tendency for transit business 
to be transf€,rred away from the Reserve bank. Richmond also reports 
active solicitntion in West Virginia by a Pittsburgh bank. 
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Excerpts from the reports follow: (The reports thl~mselves are at­
tached to the original hereof). 

Boston 

(Boston reported that no visits wer& made in the month of December.) 

New York 

Broome, Chemung, Chenango, Cortl~.md, Schuyler, Tioga, and Tompkins Coun­
ties, New York. 

Factory emplo;yment :Ln the Triple Cities (Binghamton, Endicott, and 
Johnson City) is about 10 p0rcent above the figure for last year, due 
largely to increases at the metal plants, instrument and appliance fac­
tories, and in the printing a..11d chemical industries. The Triple Cities 
continue to show the highest employment ond payroll indE:X in the entl.re 
State in spite of the fact that. the largest industrial concern, the Endi­
cott Johnson Shoe Company, has op0rat.ed on a three-day a 'Neek "basis for 
the past few months, the lowest since 1935. This company has received a 
tentative order for 2,000,000 pairs of shoes, which order, if contracted 
for, will give employment on a five-day a week basis to the presont force 
of 20,000 people. During the latter part of December, the company re­
entered the hide market for the first time in many weeks and purchased 
20,000 cow hides at nine cents or two and one-half cents lov>'er th[:n the 
last sales r<::ported on Novo;nber 15. A number of the m:mufacturers in the 
Triple Cities distributed bonuses to their employees, which fact together 
with the current cold snap has stimulated purchases of 'Ninter and tcavier 
type goods. Accordingly, retail merchants and department stores in this 
ferer, are reporting sales comparable with 1956. 
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In the other industrial centers, Elmira, Cortlnnd, Ithaca, and Nor­
wich, factory employment and payrolls declin~d sharply in October and No­
vember as a result largely of the general falling off' in business activity 
and the usual seasonal curtailment. F~ailroad employment c.t Sayre and 
WavSrly shows only a slight decrease. 

Farmers in this section are said to have had a good increase in in­
come this fall, due to better pricE:s for milk and cabbage and the lower 
cost of feed. The potato and bean crops were fairly good but prices were 
too low to enable the farmer to m.ake any money on these crops. In Schuyler 
County the fruit growers sold nearly 2,400 bushels of apples to the Fed·­
eral Surplus Commodities Corporation which helped to relieve an over--­
crowded apple market. 

Cayuga, Ontario, Seneca, and Yates Countie_s, New York. 

Reports received upon business conditions, as a gonoral rule, <'!ere 
pessimistic. A very marked let-down in activity has been evidenced, es-· 
pecially in the industrial cities of Auburn, Canandaigua., Geneva, and 
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New York continued 

Saneca Falls. In the other centers which are dependent chiefly upon agri­
cultural pursuits, business 1ms sr:~id to be only "fa:i.r 11 , fnrmers having 
been handicapped by low prices and crop failures, and loci.J. merchants 
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are complaining because of the public 1 s fnilure to buy. Deiry fe.r;ners in 
this terri tory, in the opinion of bank officcre generally, have be(3L loss af­
fected by r.-tdverse condi tlons than any other cluse. of farmer. 

Kings snd Queen~~ Countie.Q,a_ New Y~ 

The November bulletin of the Brooklyn C1ulmber of Commerce states that 
the downward trend of business activity in the borough, which stf.!.rted in 
September, has continued through the subsequent mcnth. Two exceptions to 
the general trend, however, are noted, namely, that employment at the 
Brooklyn Navy Yard has r-isen to 8,000 men vli th the construction of new war­
ships there; and that the Sperry Corpor,<tion of Brookl:.>m, manufactu.rers of 
navigc<tion instruments, reports that its operations 1:-:re running at the 
highest rntu in its history, with unfilled ord0rs at a new high poiut. 

In the Borough of Queens, one banker interviewed st1ys th~lt most of 
the busin(~ss concerns in Long Island City have curtailed thei.r operations 
a good dGal since last September, mentioning that the Loose-:Hles Biscuit 
Company and several oth.:r concerns now work only four d;.jys a week in some 
depe.rtments, having eliminated Saturdays and !1/londo.ys. It is said, however, 
that the locc.l concerns on the avera;e made enough profl ts for the first 
nine months to carry them through in black figures for the whole year. The 
remark -:1vas o.lso made that there is a feding among many of the lRrge local 
concerns that if favorable legislation is pc,ssed :tn Washington stngrw.tion 
will diminish, and with the restoration of confidence, business will agai::-1 
for·ge ahead. 

The New York World's F~.ir Corporation estimutes th!lt between $125,000,000 
anci $150,000,000 'Nill bave been S:t)f;nt in preparation for th8 F.s.ir to be hel.d 
a.t Flushing in QuGen;o County before the gates open on A~)riJ. 30, 1939. Of 
this tot'-~1 $50,000,000 will be expended by the Fnir Cor~Jor&.tion, $3:::>,oou,ooo 
by the city, state and federal governments, end $.55,000,000 by foreign gov­
ernments end private oxhtbitors. An executive of the Q,ueensborough Cha.nber 
of Commerce who was interviewed, apt)i30.;r'ed very enthusiastic concerning the 
future outlook for Queens County Qlld said that the countr has gained hventy 
years in the vast in:provemcnts vihich have oeen made in the form of new tun­
nels, bridges, arterial highv<;ays, etc., in preparation for th8 v\'orld's Fair. 
He statei.l thnt f!.bout 4,000 people are nov1 err:plo::red in the construction of 
buildir:gs at the f'nir grounds ~md th~).t by next June (lObS) it is expected 
that as mhny as 50,000 will be engaged in wcrk thera. 'l'l--;2 st~ttencnt ·nas 
f.!.lso 1:~ad1j that ~15,0')0,000 is to be expended b;;.· the Cit:: on North Beach 
itirport improvements which aro dcsigne.:i to make the fleld the nation's fore­
cost bose for con!mercial tre.ff'ic. 
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New York continued 

Richmond County 

Two of the large industrial concerns on Staten Island continue their 
operations at high capacity; the Proctor and Gamble Company, manufacturers 
of soap and food products, is maintaining steady employment for its regu-
lar help numbering about 1,400, who are guaranteed 50 weeks' work a year 
under the company's profit sharing plan, and the s. s. White Dental Manu­
facturing Company is now employing about 1,000 people. The majority of 
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other industrial concerns on the Island have curtailed their operations 
considerably - 25 percent or more during the last tr.reE~ months. The United 
Dry Dock Company at Mariners Harbor and other shipyard8 which employ locc:.l­
ly upwards of 2,500 workers have begun to lay men off in large numbers. The 
United Dry Dock Company has four large contr!lcts with the government which 
are now expiring with no definite prospect of securing new ones to help 
maintain operations. This company also has contracts to build ferry boats 
for the City of New York ivhich work is said to be over 50 percent completed. 
The United States Gypsum plant, manufacturers of plaster board, formerly 
employing 400, has now reduced its force to less than 100, which curtail­
ment is said to be due to the heavy falling off in the building lines. There 
are also over 50 factories ana shops in the neadle trades manufacturing 
dresses and clothing of all kinds, largely under contract, which hr'.ve prac­
tically closed dO'I'vn their shops until February when work will begin for the 
spring trade. The situation with these concerns is seasonal to some extent 
although the curtailment in operations has been more abrupt than usua.i. • 

Philadelphia 

Regular visits by representatives of this bank were suspended during 
December tu permit the concentration of efforts upon a surve:y· of the cost 
assumed by the bank for the shipment of currency and coin to and from our 
member banks. Regular visits will be resumed not .Later than F'abruary ~.st. 

Special visits were made to 95 member banks and one non-member bank 
located in various parts of the 'l'hird Federal Reserve District for the sole 
purpose of ascertaining whether or not the costs of curroncy ond coin ser­
vices could be reduced without impairing our service to member banks. In 
addition to these visits, special visits ·;r:ere mude to one non-member and 
b:o member institutions relative to check collections. 

Information obtained indicates that we have been reeeiving a high de­
gree of cooperation from our member banks, as many of them ·:r~re sorting 
their teller 1 s cash [:nd, in m&."ly cases, exchanging money with n'2arby insti­
tutions. However, it was found that many banks were sending cash to the 
reserve bank that could have been retained for use by those banks. In such 
instances it ·;ms pointed out to the officer in charge that such a practice 
imposed a double expense upon the reserve bank as it was necessary for it 
to ship back into these communities money of the same denoninations. In 
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each case the officer interv-iewed stated that his institution would. be 
glad to t;OOperate with the reserve bank and expressed regret thr.tt addi­
tional expenses had been imposed in the pust. The attention of the manage­
ment of other banks was directed to the fact that a savings in time and 
labor as well as in some small expense could be effected if shipments to 
and from the reserve bank were less frequent end of larger amounts. Our 
members will cooperate in this connectiun also. In certain of the com­
muni ties where there is more than one bank nnd 7vhere the exchanging of 
money is not being done, the officers stated tho.t they might be able to 
effect further eav-ings for the reserve bank by trcmsfers of' cash between 
the several banks. In such cases this matter was left for these officers 
to settle between themselves. 

Cleve lend 

'The recession in business is now making itself felt in the small com­
munities, some of which report that the unemployment situation is worse 
now than it has been at any time during thG late depression. The larger 
industrinl centers also show an increase in unumployment • 

It is noted thn t member br::nics show a distinct t8ndency to depend more 
and more upon correspondent banks for services than upon their roserve 
banks. This is particularly true in connection with the collection of 
chocks. A substantial number of member banks never h!:'cS mnde use of our 
transit facilities, which is proh2bly the result of a general fe2ling of 
reluctonce on the part of country banks to disturb existing corresrondent 
-relationships. It is often difficult to determine whether this is a na­
tural aversion to making a change in established habits or customs or 
whether they feel their correspondents can serve them better th~m th0ir 
.Feder:.:.l Reserve banks • 

'There is a marked tendency on the part of member bc,nks which h!we been 
using our trr.~.nsi t facilities to transfer this activity to correspondent 
banks, some of which are making intensive campaigns to lnduce banks to 
clear t:h.rough them. This campaigning is bearing fruit bt::.cause in most 
instances the soliciting bank accepts cash items for immediate credit in 
many casGs not requiring sortation or description. Member bcmks complain 
of confusion arising from the deferred credit scheme of collection in 
vogue at Reserve banks and claim that it is difficult to determine at a.11y 
given time the exact status of their reserve accounts. 

Two of the larger city 'banks, one in Cleveland nne one in Pittsburgh, 
are particulo_rly active iri soliciting country bank accounts on the above 
basis. Night transit forces have been established to speed up the col­
lection of checks through these instituticns. 
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Cleveland continued 

Banks continually complain of the; hoavy burden of tc.cx':l. tion. Fo.Llowing 
is an '.3xcerpt from a notice to depositors of a member b::mk in Oh:io snnounc­
ing reduction of interest paid for time deposits from 2-J./2 per centum to 
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2 per centum effective December 1: 11R0vised b.s.nking laws have cut off '1 

consicerable portion of the income of t:i b~.nk like ouru, ctnd taxes havo be­
come burdensome. It is also impos::dble tod:1y to invest funds saf.:<l;y nnd ob­
tain n very high yield of incomo. 11 

Richmond 

Local newspapers in our agricultun:l states !:l.:ce emphasizing the in­
crease ln their rcspecti ve loca l:L tic::; of ar;ricul tur•.'l income. 

Excessive inventories in retail business in our dit~trict huve been fairly 
·uell liquidated with exception of one or tv;o lines, notn bly dry goods r.:.nd 
shoes. Excessive inventories in thr3 hands of Viholerr~le dt-::c.,lers have net 1:oen 
so well liquidatoa but progros~ ir; being me.de. E:xcessive to he.'1.vy inventories 
in the hands of nwnufucturors h.:;v~ perhaps bGt::n lese rc;sponsi ve to liquidation 
th[m any of the thren c1assif:i.c:.::.tions. It is assert.ed for various reasons 
by many authori tiGs that. the inventory si turticn gener.s.lly should clear up 
by mid 1938. Our Credit Dc.,pal'tment is taking spoc:i.al ncte ·.)f inventory ir. 
curront statements supplied to us, and in r:: comp,::rative; :m~::.lysis of inventory 
in 1966 and 1937 just obtEtined by our Credit Dep.:::.rtment from 10 sktements 
the net increase in inventory in 1937 statt.nnents is 2.9 percent. 

With respect to retail trad~") final figures are n.)t yet avai~able but from 
reports which come; to us it appe::1rs that there .vere many compl'li.nts about lack 
of buying prior to the Christmas holidays .·md this con6.i tivn existed until 
about one week before Christmas when buying pickoci up consid8ro.b1y e.nd as a 
rule retail merchants :1ppeer to be well satisfied. 

A bright spot in our district is Newport News, Virginia, 9.11C2 contiguous 
terri tory, this being due almost entirely to the oper:~ tians of the N e·.vf.Jort 
News Shipbuilding and Dry Dock Company. Wu are currentl:- informed thn.t favcr­
a·ole prospects previously reported still exist ax1C. lt is likely thc~t the ship­
yards may obtain additional orderG shortly. 

There has been no development of consequence in construction work thr·ough­
out the district as a whole. It ;vas reported to us th-·.t there is evidt>nce 
of some building nctivity on the outskirts of larger cities nnd. towns but this 
activity consists largely of building filling stations ~mo eating sto.ads. 

There was no appreciable ch:mge in the textile or rayon industry in the 
month of December. Many mills and other manufacturing ccncerns took advan­
tage of the holiday season to close down for a holiday which USU[tl1y extended 
for a longer period than customary. 
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Richmond c~ntinund 

There has been a moderate decline in food prices in our district, nc­
ticeably in meats. 

On December 1, 2, Md 5, President I~ev;ton :;nd Vicu-President CJn.rl~ 
nttcnded Grot:p meetings of the ML:sissippi Bankers l,ssocifltion ''.t 
Hattiesburg, Brookhaven, and. J,:;.ckson, respectively, locritea ln the New 
Orler::.ns Branch Zone • 

The br.mkers in this section or' t.he St.'•.te ap:)l~E r to l:1e tJomewhat 
concerned over the prevailing price •)f cotton. It is estimated the 
State of Mississippi will produce in excess cf 2,50J,OOO br,les <md it 
is believed that in some portions of the Missisci)pi tel t~:, p,_ ~'ubstan­

tial portion of the crop vrill not be gathered, due to the fact that tho 
.. expense ir!vol ved in connection with picking Pnd ginnin5 lo·,, grc.des HJll 

leave such a sme.ll margin for the gro·ivers. One ;:;1·c::1inent b: nker ::,ktted 
tha.t in his opinion the largf;r cotton plrt.ntGra v .. El be aLle to liquidDt>J 
their current indebtedness out leavo 1·c:ry little reJr:r·.inJ_ng after paymc1t 
of all expenses in connection 'iii th this ye:u· 1 s crop. In his r.:;pinion 
the s;aaller grov;ers ,.,ill hav~ nothing left ~tfter v:oyment of bunk loans 
ond will be faced with the p1·oblem of obt~:dning necoss.'Jr;y fund:.:.: for .1.938 
operations. 

_Chicu.go 

(Chicago submitted only statistical informntl.cn ~' s to the number r_,f 
b!:nks visited, etc.) 

St. Louis 

During the:: month repr•JSentatiVdS c;f this bank visited 57 b1_wks, of ·crllich 
21 were in Ark~tnsas and 16 in Missis::>ippL F'o.!..lowin[' is a r8f,Ume of the 
reports covering these visits: 

The rec0ssion in eencrrll business ncto2d dur-ing September in the 
Southern pcrtion of the district cont:i.nuet; with nc rn?.terial clw.nge. Scme 
satisfaction i-s shovm that SD.les appec,r to have found a S&emingly station­
ary level. Whil.t- the holiday trade provldsd n mi.Ld .stimulus to ret::lil 
businass, the volume of sales mJs much .Lower t.l:w.n during the srcme period 
of 1936. 
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St. Louis continued 

The general downward trend in the cotton market has spread to the 
lumber manufacturing industry in the South, with many mills curtailing 
production and reducing number of employees. This course has become 
necessary in view of greatly augmented stocks of material for which there 
is a steadily decreasing demand. The only exceptions to this condition, 
at least in Arkansas, are found in the extreme western and northwestern 
commun~ties which are dependent neither upon cotton nor lumber, horti­
culture being the most important activity. 

The 
the more 
extent. 
with but 

unsatisfactory condition prevalent in the South has spread to 
northern States in the district, though not to so marked an 
Business generally is being conducted on very conservative lines 
few advance commitments. 

Various manufacturing lines have e.lso sharply curtailed p-roduction, 
with the result that the unemployment situation is again causing deep con­
cern and there is a heavy curtailment of buying power. This is especi­
ally true in the larger centers where the employees have not the meru1s of 
subsistence available to workers in the small towns. 

One remarkable feature of the decline in trade is that only a few 
country banks r;;port any reduction in deposit totals, and many show ac.:.: 
tual increases. Whether this situation will last for any considerable 
time is questionable, the opinion being general that actual need for these 
funds will arise later. Most country bankers attritute the present con­
dition to a sincere desire on the part of their customers to conserve 
their resources and avoid the assumption of heavy indebtedness in their 
plans for the 1938 season. 

While deplorine the decline in the price of cotton, some Southern 
b&nkors fet:l that the fact that not only a few, but all ft-'.rmers received 
some cash this season should prove of gree.t benefit 1md encouragement. 
They report good collections, indicating that indebtedness is being re­
paid from 1957 income. 

In an effort to offset low earnings, c, great many banks are acquir­
ing a large volume of Government cotton loans which net them two and one­
half per cent. The desire to secure such paper is not confined to the 
cotton zone, as many banks, lr-.rge and small, in various other parts of 
the district are eagerly seeking this form of short term investment. 

Minneapolis 

(Minneapolis submitted only a record of visits JII[:~cie, etc., without 
comment except for a report upon a meeting attended.) 
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~sas Ci..!l 

Some country bankers express concern over the future of their institu­
tions. They are the deposj.torie,s for their communi tL:s but ti:1d. little 
demand for funds. This is particularl;;t true in regions where banks ir: the 
pr.,st have been. acCU'3tomed to substantial live stocrC loans. Some of t'l1.0se 

+ cormnuniti6s now have few cattle and hogs and in lcndinc funds the banks do 
not k.now which way to turn. These hankers aro out of touch vvi th the com­
mercial paper and investment marlcets and in addi.tinn they maintain they 
cannot J.i ve on one CJr two per cent. 'rhe opinion L3 expressed th::-.t they see 
little prospect for E: change in this general situation. 

Among these sa.."'!le bankers there is bitter compluint about the com;Jeti­
tion of production credit associations. 'I'here is l:L ttle oppusi tj 011 to gov­
ernment lending agencies when such lE:nding is of an er1ergency nature, but 

.,. banks report that in some communities production crodit associations are 
aggressively soliciting loa:r.s on a 4~- per cent bnsia. 

Banks report that they are increasing their real estate loans. 'l'he.se 
loans average possibly fivn years, but the loan US1lally provides an amortiza­
tion feature. The irnpression is gained in CC)nvers:ltion with bank.o;re t:t~at 
they regard such loans genorally as ummitable for banks but that necessity 
compnls th0 practice. Increasingly banks l':!'e makinr: automobile loons and 
they report very satisfactory experience wi.th them. ~:he loan is mude to the 
dealer on n more favor~ble basis than he can secure from a finance company. 
Banks attempt to keep the amount of the loan somewhat under the amount the 
dealer loaned to the car m1mer. Such e.n arrangeme:at k8eps alive the inter­
est of the dt3aler in thG loan 1 <:J.nd undor such cond:i. tions banks :report th~J.t 

their e::rperience with these loaus has been good. 

There is still diverBity of opjnion 8Xpressed regarding the increase 
in reserve requirements. OnC' steto banker, who has only recently become a 
:nember of the Federal Reserve Systen~, volunteered tbo information that hts 
bank 1.\-ould not hav3 joined the System had be kno\11-n that the reserve require­
::nent would be increased. Other banks report that tbe jncrease was of no 
consequence to them; that they are still carrying an excessive amount of 
cash and that reserve requirements have little or no bearing on this situa­
tion. Such b&nks report that in case there ::.s a drJmRnd for loans, thE;ly will 
reduce their investmP.ats. rrhe como) aint is heard tlla"~ the Federal Reserve 
System does not understand thE psychology of a bank. It is maintained that 
it is not the functlon of n l)ank to borrow money and thnt the recent lower­
ing of rediscount rt~tes will fail in its purpose of restraining bnr;.ks from 
selling goverr.ment securities, if and when tho dem!'ind for desirable loans 
:increases. 

The past year bas witnessed a rather remarkable expansion of the oil 
industry in Kansas. Lend ov.ners and other types of business are feeling 
the effect of' tbi.s activity. Government estirrates show A. now high in K;nsas 
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1•.-heat ncroag0, this state having 111ore than 30 per cent of the country's 
winter wheat acreage, but local observers express the opinion that the gov­
(jrnment figure is too bigh. Germination last fall in western Kansas wa3 
highly unsctisfactory ~nd abandonment undoubtedly wil.l "be large. Brl.nks jn 

Oklahoma rsport the feed situation in th·1t state unusually good. It is 
also said that farmers are holding considerabh: quanti ties of wheD.t and 
cotton. In the case of cotton there appears to be a tendency ~either to 
sell nor to seelc a loan but rather to wait and see whnt action the nc:w ses­
sion of Congrc~ss may take. Reports also arA that retail sales in the 
smaller Oklahomn tovms nre not nearly as favorable as those in Oklahoma 
City and 'I'ulsa. 

Dallas 

R.io Grande Valley 

Banks visited in the lower Rio Grande Valley nni Coastal Plains of 
Texas reported agricultural and business co::J.ditions only fairly satisfactory. 
Climatic conditions were distinctly favore.ble durir..g the past grO'Ning season 
to the production of cotton in these areas, and the large yield was harvest­
ed and sold Drier to the sharp !)rice recession in the cotton market. A fair­
sized citrus fruit crop was produced in the Lower Rio Grande Valley, and al­
though it was 20 per cent smaller than the 1936 crop the prices vvere about 
25 per cent higher, producers receiving from $16 to ~!18 per ton for grape­
fruit and from $26 to $30 per ton for oranges. 

Despite these factors, however, these sections were found to be in 
only fair economic condition. A prolonged and seveN drouth adversely 
affected vegetable crops and otherwise militated against agricultural pros­
perlty. Some communities reported they had felt the eff'ects of the busi­
nesr;; recession. 

Bankers in these areas made no complaints against present reserve re­
quirements. Their banks appGar to be in comfortable cash positions. It 
is expected, however, that the normal demand for seasonal credit for agri­
culturnl purnose:'l will appear in January and this factor, together with the 
seasonal decline in deposits, is expected to absorb excess reserves and may 
briag about ~ situation during the spring that will make the rural mt~mbor 
banks feel the pinch of high reserve requirements. 

San Francisco 

Salinas Valley 

Bankers in the Salines Valley report returns from the lettuce crop in 
the past season somewhat less than normal, end rather unsatisfactory cc)n­
aitions among the bea!l growers. White beans are seLI.ing at 2-l; cents per 
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San Francisco continued 

nound in comparison with 4 cents in previous years. 

While the banlcs are in funds at the nresent time, there may be need 
for credit acconunodations in the early s-pring. 

PasadenG District 

Merchants had a better year thr-m ht.d been antlci"!)ated. 
fie is heavy and hotels are all full. Real ostr:.te is dull. 
vestors showing timidity. 

Orange CountY: 

Tourj_st trsf­
Weelthy in-

Unusual number of credit lines of citrus growers being carried over 
until next season. 

Moisture and weather conditions have been favorable to agriculture so 
far this winter. 

Local retailers enjoy an excellent trade during pre-holiday season. 

Suburban Los Angeles 

Conditions are reported to be fairly good considering the uncertainty 
of employment in lndustrial plants and close proximity of retailers to 
large competitive retnil stores in downtovm Los Ane;elos. 

Airplane manufacturing nlants havG been busy. M~:rchants j_n the local­
ities adjacent to these plants reported excellent pro-holiday season trade. 
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PUBLIC RELA1IONS ACTIVITIES OF' F:::I:DERAL RESERVE BANKS 

Federc.1 
Reserve 

Bunk 

Bostor1 
New York 
Philndelphi~l 

Clove land 

Richmond 
Atlanta 

1 Chicago 
N 7 St. Louis 

Minneapolis 
Kansas City 
Dallas 
San Francisco 

Vi.::~its to hunks 

Member I Non-
member I 

None Norl.o 
124 ' ' LJ:lJ: 

95 2 
67 ~1:8 

70 6.:1 
11 10 
10 36 
24 13 

11 11 
2 ':>:: v 

ll 1 
'Z,!"'I ..... '-' 17 

*Attendance not estimated 

... 

DECEiviBER, 1957 

hlcetings [1 ttcmde~--=+ 
I 

Tot£:.1 Number J Attendnnce I 
~lone 1 ~~-

lG3 6 4,705 
97 5 3,429 

115 5 4,·±75 

134 3 <150 
21 3 375 
46 4 5,775 
'37 4 ~~ 

22 5 152 
5 1 85 

lZ None l~one 

47 6 154 

Addresses made 

Number I Attcndo.ncc 

r:one hone 
5 1,475 
2 204 

Nor1e None 

l {~00 

!.~one 
.... T L<One 

2 175 
•1 405 

1 50 
') 595 "" 

None None 
4 lOt"\ vV 
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Federal 
Reserve ~an. 
Bank 

Boston Member -
Non-mbr. -
Total -

New York Member 62 
Non-mbr. 58 
Total fl-00 
!.lember ~~ 

Phila- Non-rnbr. '~ -,<'" 
delphia Total 72 

iii ember 50 C1evela.."ld Non-mbr. 15 
Total 65 

Rich.rnond Member 48 
Non-mbr. 10 
Total 58 

Atlanta Member 16 
Non-mbr. 17 
Total 35 

Chicago Member 2 
Non-mbr. 5 
Total 5 

St. Louis Member 51 
Non-mbr. 1·1 
Total <15 

11-Number not indicated 
*-~ourtesy calls 

Feb. Mar. 

- -
- -
- -

123 110 
52 45 

175 15:J 
if ·'F 

* -~ 

75 134 
149 r·:•i~ ;:._.._._, 

62 85 
211 506 
15 21 
55 59 
48 80 
19 24 
21 26 
40 50 
13 21 
19 21 
52 ~12 

47 58 
38 59 
85 117 

VISITS TO MEMBER. AND NON-MEI\I!BER BANKS 
J.AlJUARY - DECEMBER, 1937 

! 

Jlpr. May June July ~ug. ::iept. 

4 4 51 59 37 64 
l 4 - 2 2 -
5 8 51 61 59 64 

104 119 132 100 124 122 
t)(.) 
'-'oJ 82 55 39 46 38 

153 201 187 139 170 160 
88 40 68 65 73 63 
38 15 17 23 16 3·± 

126 55 85 88 89 97 
1 :::a ..... ~.., 103 15 15 - 9 
83 65 16 2 - 10 

242 106 31 15 12~H· 19 
65 47 36 <19 25 86 
68 58 62 71 75 87 

151 105 88 120 100 175 
60 35 9 2 8 20 
70 41 25 8 5 ll 

130 76 52 10 ll 51 
12 35 10 20 18 12 

5 9 30 57 20 17 
17 /±4 ·10 57 38 29 
:55 2-1 48 35 57 31 
28 6 20 11 7 28 
63 30 G8 44 (4 59 

Oct. Nov. Dec. 

13 41 -
1 -- -

14 41 -
113 101 124 

30 41 44 
143 lt12 168 

47 69 95 
13 22 2 
60 91 97 
97 106 67 
81 122 ·:k8 

178 228 115 
38 60 70 
60 44 64 
98 104 134 
59 24 11 
41 11 10 
80 55 21 
10 41 10 
11 56 36 
21 97 46 
52 39 24 
17 26 13 
49 65 37 

' #Includir~ 281 calls not classified 
##Ipcluding 12 courtesy calls not classified 
.&"Preliminary figures c.s of December 31, 1937, excluding Mutual Savings and Private banks. 

Number of 
Total banks in 

operation 2/ 
255 357 
10 171 

263 528 
1,354 776 

559 274 
1,873 1050 

G08 655 
180 257 

1,069# 912 
991 622 
535 611 

• r:.sa## ..L' '-". ·, 1253 
558 405 
681 665 

1,239 1070 
267 524 
282 725 
5l19 1047 
204 770 
264 1757 
468 2507 
459 392 
267 1182 
706 1574 
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Shaet #2 

Federal i Reserve Jan. Feb. 
Bank 

Iviinnea polis Member 32 8 
Non-mbr. 18 12 
Total 50 20 

Kansas City Member - -
Non-mbr. - -
Total - -

D-2llas Member 62 52 
Non-mbr. 8 ..., 

~ 

Total 70 54 
San Fro.ncisco Member 2 79 

Non-mbr. ,.... 15 
Total 2 94 

Grcnd Total Member ~05 505 
Non-mbr. ~25 254 
Total f±28 759 

VISITS TO IVT.Er•IBER AND NOII-I\ffiMBER BANKS 
JM{UARY - DECK~ffi&1, 1957 

Iik:.r. Apr. l\1ay ·r vune Jilly Aug. Sept. 

156 101 15'1 157 41 8 59 
285 182 257 159 77 ll 67 
441 285 574 296 118 19 12G 

17 9 29 67 5 16 20 
24 10 17 90 

"'"' 
') 9 15 ... 

41 19 46 96 7 25 55 
34 29 4:2 59 l% 5 5 
15 7 1,1 9 6 1 1 
1±7 56 56 68 18 4 4 
54 50 87 61 34 29 67 
26 8 40 10 14 10 21 
;30 58 127 71 48 39 88 

728 694 702 695 453 578 55C 
841 529 586 400 292 200 529 

1569 1223 12.38 1095 725 578 885 

Oct. Nov. Dec. Totnl 

25 56 11 769 
9 18 11 1,066 

52 54 22 1,855 
4 2 2 171 
1 2 5 112 
5 4 5 285 
5 4,2 11 552 
- - 1 62 
3 4~ '1 '"" .L.G 414 

28 42 50 553 
9 12 17 182 

57 54 47 755 

447 603 455 6,499 
275 554 249 4,230 
720 957 704 11.022 .Y 

]J Including 281 calls not classified ond 12 courtesy calls. 
Y Preliminary figures as of December 31, 1937, excluding Mutunl Savings and Private bunks. 

~umber of 
banks in 
)peration 2/ 

469 
885 

1554 
755 

1172 
1905 

547 
427 
9"74 
292 
507 
599 

6,542 
8,411 

14,755 
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For immediate release 

BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATE!ViENT FOR THE PRESS 

R-176 

January 29, 1958. 

The Board of Governors of the Federal Reserve System to-

day announced the appointment of Rufus C. Harris, President 

of Tulane University, New Orleans, Louisiana, as a class C 

director of the Federal Reserve Bank of Atlanta for the un-

expired portion of the term ending December 51, 1940. 
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BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

73 
R-17? 

"DDRESB OF'F'!CIAL CORRESPONDENCE 

TO THE SO"RD 

January 31, 1938. 

SUBJECT: Code Word Covering New 
Issue of Tr•:;asury Bills. 

Dear Sir: 

In connection with telegraphic transac-

tions tn Government securities between Federal 

reserve bo.nlm, the following code word has been 

designated to cover a new issue of 'l'rcasury Bills: 

"NOZLOG" - Treasury Bills to be 
doted February 2, 1938, 
and to :rw.ture Me.y 4, 1938. 

This vrord should be inserted j.n the Fed-

ernl. Reserve Tehgreph Code book, following the 

t1upplemental code word "lrOZLID" on :page 1 ?2. 

Very t ruly yours , 

TO PRESIDENTS OF ALL F:E:DEP.AL RJ~SE'RVE BANKS 
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BOARD OF GOVERNORS 
OF THE 

ll'EDERAL RESERVE SYSTEIVI 

R-178 

STATEMENT FOR THE PRESS 

For immediate release January 31, 1938. 

The Board of Governors of the Federal Reserve Systom 

today announced the appointment of E. W. Palmor, President, 

Kingsport Press, Kingsport, Tennessee, as u director of the 

Nashville Branch of the :Federal Res>.)rve Bank of Atlanta for 

the unexpired portion of the term ending December 31, 1940. 
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BOARD OF GOVERNORS 
OF' THE 

FEDERAL RESERVE SYSTEM 
WASHINI3TCN 

75 
R-179 

AOORESB OFFICIAL. CORRESPONDENCE 

TO THE BOARD 

February 2, 1938. 

Dear Sir: 

Referring to thEJ Board's l8tter of July 

26, 1935 (X-9271), with respect to the audit of 

the accounts of the Fiscal Agent of the Board of 

Governors by the auditor of the Federal Reserve 

Bank of Cleveland, there is transmitted herewith, 

for your information, a copy of the auditor's cer-

tificate in connection with his audit of the Board's 

accounts for the period August 1 to December 31, 

1937, inclus:i.ve. 

Inclosure. 

Very truly yours, 

Chester Morrill, 
S-ecretary. 

TO 'l:HE PRESIDEN'rS OF ALL FEDERAL RESEHVE BAJ\"'KS. 
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R-179-a 

I, F. V. Grayson, hereby certify: 

{a) That a complete audit has been made of all entries in the 
accounts, "Board of Governors of the Federal Reserve System -
Special Fund", "Board of Governors of the Federal Reserve 
System-Building Account", "Board of Governors of the Federal 
Reserve System-:Fiscal Agent", and "Board of Governors of the 
Federal Reserve System-Fiscal Agent Building Account", for the 
period August l to December 31, 1937, inclusive, which completes 
an audit of the accounts for the full year of 193'7. 

{b) 'l'hat all cash receipts received by the Board as shm'>"TT by 
the "Collection Schedules" furnished the :B'iscal Agent by the 
Secretary's office have been deposited by the Fiscal Agent and 
pronerly credited by the rederal Reserve Bank of Richmond in 
the account, "Board of Governors of the Federal Reserve System­
Special Fund" except several schedules totaling $582.41 which 
were forwarded too .late to be credited :in December, but were 
credited in Januery, 1938. 

(c) That all remittances made direct to the Richmond bank for 
the aceount of the Board of Governors of the Federal Reserve 
System by the Federal Reserve banks and others in compliance 
with the Board's instructions have been properly credited to 
the accounts, "Board of Governors of the Federal Reserve Sys­
tem-Special Fund" and "Board of Governors of the Federal Re­
serve System-Building Account." 

{d) That each expenditure made by the Ji'iscal Agent was prop-
erly authorized by an administrative officer of the Board. 

(e) That the items of receipts and expenditures sho1Nn by the 
books of the Fiscal Agent have been reconciled with the items 
shoVv-n in the statements of the Board of Governors of the F'ed­
eral Reser7e System's accounts prepared by the Federal Reserve 
Bank of Richmond. 

(f) That the balances in each account as shown by the books 
of the Fiscal Agent have been reconciled with the balances 
standing to the credit of the Board of Governors of the Fed­
eral Reserve System on the boolcs of the :Federal Reserve Bank 
of Ricr~ond as certified by the auditor of that bank. 

(g) That all "Transfers of Funds" have been properly author-
ized. by the Secretary of the Board or a member of the Board. 

Respt;ctfully submitted, 

(Signed) F. V. Grayson 

January 31, 1938 Auditor 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

77 

ADDRESS OFFICIAL CORRESPONDENCE 

TO THE BOARD 

Dear Sir: 

.lt'ebruary 4, 1938 
R-180 

Referring to the Board's letter R-164 of January 13, 

1938, following is a statement of changes during January in 

the list of nonmember banks that have in force agreements 

with the Board pursuant to the provisions of Section 8(a) of 

the Securities Exchange Act of 1934: 

Michigan 
Hudson 

' Addition 

Hudson State Bank 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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78 
BOARD OF GOVERNORS 

CF THE R-181 
FEDERAL RESERVE SYSTEM 

WASHINGTON 

ADDRESS OF'F'ICIAL CORRESPONDENCE 

TO THE BOARD 

February 5, 1938. 

SUBJECT: Coae Word Covertng New 
Issue of Treasury Bills. 

Dear Sir: 

In conn€ction with telegra~hic 

trar.sactions in Government securities be-

tween F'edera1 reserve banks, the foLlowing 

code word has been designated to cover a 

new issue of Treasury Bills: 

NOZJ,UM - Tre!'lsury Bills to be 
dated February 9, 1938, and 
to mature May 11, 1938. 

Assistant Secretary. 

TO PRESIDEN'I'Z OF AI..L FEDERAL RESERVE BANKS 
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J. 

BOARD OF GOVZ?J~ORS 
OF THE --·-FEDERAL RESERVE SYSTm~ 

STA'l'ErviENT FOR THE PRESS 

For immediate release 

R-182 

February 8, 1938 

The Board of Governors of the Federal Reserve &ys-

tern today announced the apr•ointment of Fred t:oloen, 

dairy fnrmer of Seattle, Vlashington, as a director of 

the Seatt:Le branch of the Federal Hoservo Bank of San 

Francisco for the unexpired portion of tho torm ending 

December 31, 1938. 
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BOARD OF GOVERNORS 
OF" THE 

R-183 
so 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

February 9, 1938. 

Dear Sir: 

There are inclosed herewith 

copies of statement rendered by the 

Bureau of Engraving and Printing, 

covering the cost of preparing Fed-

eral reserve notes for the month of 

January, 1938. 

Inclosure. 

Very truly yours, 

~au.L;lj 
0 • E. l!'oulk , 
Fiscal Agent. 

ADDRESS OF"F"ICIAL. CORRESPONDENCE 

TO THE BOARD 

TO PRESIDENTS Oli' ALL FEDERAL RESERVE B;.\NKS. 
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R-183-a 

Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

January 3 to 31, 1938. 

Federal Reserve Notes, Series 1934 

Total 
i10 i20 Sheets Amount 

Boston 105,000 20,000 125,000 $ 12,000.00 

New York 175,000 40,000 215,000 20,640.00 

Philadelphia 90,000 25,000 115,000 11,040.00 

Cleveland ?0,000 25,000 95,000 9,120.00 

Richmond 45,000 25,000 ?0,000 6,?20.00 

Atlanta 45,000 25,000 70,000 6,720.00 

Chicago 100,000 50,000 150,000 14,400.00 

St. Louis 40,000 40,000 3,840.00 

Minneapolis 30,000 25,000 55,000 5,280.00 

Kansas City 35,000 35,000 3,360.00 

Dallas 20,000 20,000 1,920.00 

San Francisco '75 1000 40 1000 115 1000 11 1040.00 

830 1000 275 1000 1 1105 1000 t,l06,000.00. 

1,105,000 sheets@ $96.00 per M, ••.•••. $106,080.00 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEWlliNT FOR THE PRESS 

For immediate release 

R-184 

Feb1~ary 12, 1938. 

The Board of Governors of the Federal Reserve System 

today announced the appointment of Robert B. Caldwell, member 

of the law firm of McCune, Caldwell & Downing, Kansas City, 

Missouri, as a class "C" director of the Federal Reserve Bank 

of Kansas City for the unexpired portion of the term ending 

December 31, 1940. 

The Board also announced the appointment of Perry B. 

Gaines, farmer and stockraiser of Carrollton, Kentucky, as a 

director of the Louisville branch of the Federal Reserve Bank 

of St. Louis for the unexpired portion of the term ending De-

cember 31, 1940. 
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BOARD OF" GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-185 

83 

Februar; 12, 1938. 
ADDRESS OFFICIAL CO-RRESPONDENCE 

TO THE BOARD 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic transactions 

in Government securities between Federal reserve 

banks, the following code word has been designated 

to cover a new issue of Treasury Bills: 

NOZLYE - Treasury Bills to be dated 
February 16, 1938, and to mature May 
18, 1938. 

Very truly yours, 

( ... 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-186 
BOARD OF GOVERNORS 

OF" THE 84 
FEDERAL RESERVE SYSTEM 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE 

TO THE BOARD 

February 15, 1938. 

Dear Sir: 

The Board will publish a list of stocks registered on national se­
curities exchanges, as of January 31, 1938, 'J.nd three supplementary lists 
to be issued quarterly during the year 193B. Thes0 lists, to be published 
by the Board to faci.litate coiiipliance by benks with the provisions of Reg­
ulation U, will be simUar in form to those published by the Board last 
year. 

In acl3ordance with the procedure established last year, the Board 
will furnish one copy of the :t.ist a.'1d of each supplementary list free of 
charge to each member and nonmember bank in the United States and to all 
bank examiners and supervisory authorities. The Board will continue send­
ing additional copies to ·~hose in this group who requested them last year, 
and will continue SE.:nding copieJ free of charge to such national securi­
ties exchang;;E:;, government or'ficiaLJ, member[J of' Congress, press repre­
sentatives and Gducational institutions as rt::quostcd copies last year. 
The Board will also send copies fr~,e of charge to any addi.tional persons 
in the foregoing groups who request them for their own use. 

The lists will also be supplie(l to brokeJ•s or other persons who 
may request them at a charge of 25 conts for the annual number and the 
three Gupplements. On bulk orde1·s ca.lling for five or more copies, the 
rate will be 20 cents per copy, and on·orders for fifty or more copies 
the rate will be 15 cents. The Board will send a r..otice of the 1938 pub­
lication and r_.q_n order form directly to each person who subscribed for 
copies of the lists in 193?. 

Ploaso notify the Board as soon as possible of the number of copies 
of these lists which your bank will require for its own use, including the 
requirements of its examiners. Pluasc rE;fer to the Board any requests or 
orders which you may receive from othur persons. 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS 0]' ALL F:EDEEAL RESERVE BANKS 
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BOARD OF GOVERNORS 
OF '111E 

FEDEJ1.Ab RES:g;RVE SYSTEM 

STATEMENT FOR THE PRESS 

R-187 

For immediate release. Februar,y 16, 1936. 

TI1e first meeting of the Federal Advisory Council for 1958 was 

held on February 14-15. Mr. Walter W. Smith was re-elected President 

and Mr. Howard A. Loeb was re-elected Vice President. These officers 

as ex-officio memoers and Messrs~ ~~e, Aldrich, Williams and Brown 

will comprise the Execut.:tve Committee. Mr. Walter Lichtenstein was re--

appointed Secretaz:y. 

The Council is composed of the following members: 

Federal Rese:rve 
District No. 1. Thomas M. Steele, of New Haven, Conn. 

No. 2. Winthrop W. Aldrich, of New York, N• Y. 

No. 5. Howard A. Loeb, of Philadelphia, Pa. 

No. 4. 1etd:S B. Willia11s, of Cleveland, Ohio. 

No. 5. Robf(l't M.. Hanes, of' Winston-Salem, N. C. 

No. $. Edward Ball, o~ Jacks~ville, Fla. 

No. 7. Edward E. Brovm, of Chicago, Ill. 

No. a. Walter w. Smith, of St. Louis, Mo. 

No. 9. John Crosby, of Minneapolis, Minn. 

No. 10. *1'. T. Komper, of Knnsas City, Mo. 

No. 11. It. E. Harding, of Fort Worth, T~xas. 

No. u;. Pa~l S. D1ck, of Portland, Ore. 

-l!-:EJiec:t Je.n»ary 19, 1958. 
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BOARD OF GOVERNORS 
CF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

86 

R-188 

ADDRESS OF"F"ICIAL. CORRESPONDENCE 

TO THE BOARD 

February 16, 1938. 

Dear Sir: 

There is attached o. copy of the re­
port of expenses of the main lines of the 
Federal Reserve Leased Wire System for tho 
month of January, 1938. 

Please credit the nmount 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 do.ily state­
ment of credits tl~ough 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, 

~~ 
Fiscal Agent, 

Inclosure. 

TO PHESIDENTS OF ALL FEDERAL RESERVE.BANKS 
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REPORT OF EXPENSES OF MAIN LINES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM J.i'OR THE MONTH OF JANUARY, 1958 

87 

R-188-a 

1 Words Sent' j Payable 
Total Pro Rata I Expenses Federal 

Reserve 
Bank 

Boston 
New York 
Philadelphia 
Cleveland 

Richmond 
Atlanta 
Chicago 
St. Louis 

Minneapolis 
Kansas City 
Dallas 
San Francisco 

Board of 
Governors 

Total 

Number 1 by N. Y. I to Board 
of WordsiChargeable Words Share of Paid by of 

Sent \ to Other Charge- Total I Banks and Gover-able Expenses(l) I Board (2) ·F.R. Banks I nors I 

34,945 2,242 57,187 550.46 251.78 298.68 
104,695 104,695 1,549.74 1,015.07 536.67 

29,975 2,248 52,223 476.98 236.61 240.57 
42,878 2,501 45,179 668.76 254.63 454.13 

42,891 2,219 45,110 667.74 184.14 483.60 
55,862 2,187 56,049 829.66 276.07 555.59 
72,254 2,516 74,570 1,103.82 1,154.78 50. 96(-l!-) 
65,911 2,181 66,092 978.32 191.28 787.04 

28,944 2,167 31,111 4:60.52 135.55 524.97 
60,120 2,191 62,311 922.56 259.18 6G3.18 
56,554 2,206 58,740 869.50 267.85 601.65 
70,484 ~~, 274 72,758 1,077.00 404.71 672.29 

431,038 431,038 6,380.42 11,925.63 

1,092,531 24,552 1,117,063 $16,535.28 $16,535.28 $5,596.17. 
50.96(a) 

$5,545.21 

(1) 

( 2) 

Based on cost per word (~.01480246) for business handled during the month. 

I ;>L) 
\" 

(a) 

Payments by banks are for personal services and payments by Board are for 
personal services ($1.472.80) and vdre rental (~10,452.83). Personal ser­
viens include salaries of main line operators and of clerical help engaged 
in work on main line business, such as coWlting the number of words in 
messages; also, overtime and supper mon~ and Retirement System contribu­
tions at the current service rate. 

-Credit. 

Amount reimbursable to Chicago. 
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BOARD OF GOVERNORS 
OF' THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

February 18, 1938. 

R-189 

88 

ADDRESS DF"F"ICIAL. CORRESPONDENCE 

TO THE BOARD 

SUBJECT: Holidays during March, 1938. 

Dear Sir: 

The Board of Governors of the Federal R.eserve System is 
advised that the following holidays will be observed by Federal 
Reserve banks ~d branches during the month of March: 

March 1 (1uesday) 
Mardi Gras Day 

March 2 (Wodnosday) 
Texas Independence Day 

March 15 ( 'i'ucsdny) 
P~drow Jackson's Birthday 

March 25 (Friday) 
Maryland Day 

New Orleans 
Bi::-mingham 

Dallas 
El Paso 
Houston 
San Antonio 

Nashville 
Memphis 

Baltimore 

On the dates given the Federal Reserve b~~k offices af­
fected will not participate in either the transit or the Federal 
Reserve note clearing through the Inter-district Settlement Fund. 
Please include tr-ansit clearing credits for such offices on the 
respective dates with your credits for the following business 
day. No debits covering shipments of Federal Reserve notes for 
the accour~t of the Federal Reserve Bank of Dallas should be in­
cluded in your note clearing of March 2. 

Please notify branches. 

TO PRESIDENTS OF ALL FEDERAL RESERVE B.Al~KS 
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BOARD OF GOVERNORS 
CJF' THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

89 
R-190 

ADDRESS CF"F'ICIAL CORRESPONDENCE 

TO THE BOARD 

Pobruary- 18, 1938. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection vd th tclet;raphic transac-

tions lr. Government securities between Federal 

resorv0 banks, the following code word has buon 

designated to cover a new issue of Treasury 

Bills: 

~OZ~AR - Troasu~J Bills to 
be datod February- 25, 1938, 
and to rna turo May ?5, 1958. 

Very truly yours, 

J. C. Noell, 
Assistant Secretary. 

TO PPSSIDENTS OF ALL FEDERAL RESERVI!: BANKS 
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90 
BOARD OF' GOVERNORS 

OF THE R-191 

Dear Sir: 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

February 19, 1938 

ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

As announced in the November 1937 issue of the Federal 
Reserve Bulletin, the National Appraisal Forum was held in Washington 
on November 19 and 20, 1957 under the auspices of the Joint Committee 
on Appraisal and Mortgage Analysis. There is inclosed a copy of the 
program which, according to the representatives of this Division who 
attended the Forum, was followed q~ite closely. In general the dis­
cussions in the meetings were related to the question of appraisal 
data sources rather than to procedure and technique in appraisal work. 

Inasmuch as the Vice President in charge of the Bank Examina­
tion Department of one of the Reserve banks expressed an interest in 
obtaining a copy of the proceedings of the Forum, it has occurred to 
us that you might be interested in the publications distributed during 
the meetings. It was understood that the proceedings would be avail­
able for distribution shortly after January 1, but it now appears that 
it may be several weeks before they are available. However, through 
the courtesy of the Secretary of the Joint Committee on Appraisal and 
Mortgage Analysis sufficient copies of the bibliographies and cata­
logues di~tributed and the principal addresses delivered have been 
obtained to furnish each Reserve bank with a complete set. Thinking 
that this material might be helpful to the Bank Examination Department 
as sources of information regarding the literature and data in the real 
estate appraisal field, there are being forwarded to you under separate 
cover one copy each of the following: 

1. Hasse, Adelaide R. Bibliography on Urban Real Estate 
Appraisal. 

2. DuBois, Ayers J. Catalog of Urban Real Estate 
Apnraisal Data Sources. 

5. Porter, L. G. .\ Survey of Rural Real Estate Appraisal 
Data Sources. 

4. Olcott, Margaret T., and Hennefrund, Helen E. Valuation 
of Real Estate. Agricultural Economics Bibliography 
No. 60. 

5. U. s. Department of Agriculture. Economic Reports and 
Services of the Bureau of Agricultural Economics, 
1957. 
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6. A document marked "APPENDIX A" containing classifications 
of rural and urban appraisal data. 

Addresses: 
7. Honorable Daniel c. Roper, Secretary of Commerce -

"Safeguarding Democracy through Human Shelter." 
8. Horace Russell, General Counsel, Federal Home Loan Bank 

Board - "Appraisal Data and the Control of Hortgage 
Lending Policy. " 

9. Ernest l\:1, Fisher, Director of Division of Economics and 
Statistics, Federal Housing Administration - "Appraisal 
Data, Their Compilation and Use." 

10. Walter s. Schmidt, Past President, National Association of 
Real Estate Boards - "Appraisal Data and the Control 
of Realty Development, 11 

11. Mordecai Ezekiel, Economic Advisor to the Secretary of 
Agriculture - "Appraisal Data Research and Future 
Stabilization of Values." 

The SecretarJ of the Joint Committee, Mrs. Jennie Carter whose 
address is Room 619, Federal Housing AdmiListration, Washington, has 
indicated that the Joint Committee would be interested in receivi.c1€' any 
comnents and suggestions with reference ~o the bibliographies and cata­
logues, especially those prepared by Miss Hasse and Mr. Du Bois. 

Leo H. Paulger, 
Chief, Division of Examinations. 

Inclosure. 

91 

TO VICE PRESIDENTS IN CHAHGE OF E.XAMINATIONS AT ALL FEDERAL RESEHVE BANKS 

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



BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-192 92 

AOORESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

F0bruary 21, 1.958. 

SUBJECT: Monthly Report of Bru1k and 
Public Relations Activities. 

Dear Sir: 

There is inclosed for your informa-

tion a summary of the bank relations reports 

submitted by the Federal Reserve banks for 

the month of January in response to the 

Board's letter of August 25, 1956 (.X-9680). 

Inclosure. 

Very truly yours, 

Cheste1· Morrill, 
Secretary. 

TO PRESIDEJ.'JTS OF ALL FEDERAL RESZRVE BANKS 
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TO The Board of Governors 

FROM Mr. Hammond, 
Divlsion of Dank Operations 

R-192-a-·· 

FebruarJ 17, 1938. 

SUBJECT: Summary of Bank 
Relations Reports. 

Reports of bank relations as requested in the Board's letter 
of August 25, 1956 (X-9680) have been received for the month of Janu­
ary and excerpts therefrom will be found cln tho following pages. A 
table showing for all twelve banks the number of visits made, meet­
ings attended, and addresses delivered has also been prepared and 
follows the quotations. 

Tho general tone of comments upon the business situation is 
pessimistic. Tho comments do not, however, indicate a feeling that 
the buoiness situation has grom1 worse, and particular cases of im­
provement are frequently mentioned. There is a general indication 
that industrial centers are suffering more than rural regions. In­
formation as to business conditions is reported in considerable de­
tail by Now York and Philadelphia. 

It continues to be a fr0quent complaint of bankers that re­
serve requirements arc too high. At the same time there is also com­
plaint of tho slack demand for credit and of the difficul~ of making 
adequate earnings. Tho criticism of reserve requirements appears to 
be expressed quito often by non-members, and to be offered as a reason 
for not seeking admission to tho System. 

The reports of four of the Reserve banks for tho month of 
January contain no comment upon coudi tions. E.xcorpts from the re­
ports of the other eight follow: (The reports themselves are at-o 
tached to th~ original hereof). 

Boston 

(Boston reports tk.:.at there wore no banks visited, meet:i.ngs 
attended, or addresses made during the month of January, 1938.) 

New York 

Dutchess, Putnam, Ox·ange, and Rockland Counties, New York 

The majority of bank officers report that the demand for aa­
cvi:unodation is still light, although fourteen state that it is fair 
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New York (Continued) 
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to good, and six others have notic8d a slight improvement recently. 
There appears to be no disposition to reduce the general loan rate 
below 6 per cent although some banks make reductions of 1 to 2 per 
cent on loans secured by prime collateral, and many of them grant 
loans to municipalities at rates lower than 6 per cent. Experience 
with loans made pursuant to the provisions of the National Housing 
Act has been very satisfactory. 

There were complaints by executives of four Putnam County 
banks with respect to the present reserve requirements, and one of 
these also voiced objection to what he termed the assessment imposGd 
upon his bank to help pay the cost of insuranc8 of deposits of weak 
banks. 

Business conditions in the rural areas, especially where dair-y-­
ing is carried on to any great extent, are somewhat more favorable 
than in communities which depend chiefly upon industrial activity. 
The prices which have been received for milk during recent months 
give the dairy farmer a small margin of profit. The bumper apple 
crop has so far brought prices that are little more than the cost of 
prod.uction, and a large part of the crop is still being held in cold 
storage. Business activity in nll of the industrial cities and vil­
lages has sho~m a marked recession during recent months as a result 
of the laying off of employees, or reductions in working hours, and 
merchants in those communities arc beginning to complain. 

Essex County, New Jersey 

Demand for commercial loans is said to be very light and at 
several banks where an increase in business or industrial credit oc­
curred during the early part of 1937 these loans are now being paid 
off. The principal factors which have helped to maintain or increase 
the totals of credit outstanding in various institutions have been the 
development of personal loans, installment paper, and mortgages in­
sured lmder Title II of the National Housing Act. None of the bank­
ers interviewed seem to favor an increased percentage of insurance 
~nd reduced interest rates on Federal Housing mortgages and they ex­
press the intention of accepting only those obligations which are 
substantially less in amount than the appraised value of the propert,y. 

Since the early part of 1957, business and industrial activi tr.r 
j,n Newark and the surrounding area has shown a marked change. Figures 
compiled by the Newar~c Chamber of Commerce indicate that general bus­
iness activity has been declining steadily since last May, that factory 
employment and payrolls, and sales of electric power have decreased 
sharply since October and that the number of business failures has been 

94 

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



-5- R-192-a 

New York continued 

climbing during the past four months. Department store sales during the 
recent holiday season were 5 per cent less than those during the same 
period of 1956. 

Passaic County, New Jersey 

General business activi~ in Paterson is said to be at a consider­
ably lower level than a year ago and m~ of the industrial plants have 
curtailed their operations materially. 

Industrial activity in Pa~saic has declined at least 50 per cent 
during the last five months, according to bankers visited in that cit,y. 
The president of the Botany Worsted Mills recently made a statement that 
the company's payroll, which dropped to $54,000 per week last fall, is 
rising again, reaching {.::78,000 .during the first week in January as com­
pared with payroll under normal conditions of $90,000 to $100,000 a week. 
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Two concerns manufacturing automobile accessories, springs, and 
cushion seats, etc., are now operating at only 20 per cent of the top 
employment of 1,200 workers last September, the major part of this let­
down being due to the slack business prevailing in the automobile industry. 
The mechanical rubber goods concerns which represent the second largest 
industry in Passaic from the standpoint of people employed (normally about 
6,000 people) have laid off 20 to 25 per cent of their forces and the re­
mainder are working only two or three days a week. The handkerchief in­
dustry was exceptionally busy during the early part of last year but after 
Labor Day there wus a sharp falling off in orders which has continued. 
The local concerns engaged in this line of manufacture are now running 
at about 50 to 60 per cent of normal. 

Fairfield County, Connecticut 

Although industrial activity decreased in the city of Bridgeport 
during the last half of 1957, tJ1e decline was not as great as that re­
ported from other Connecticut industrial centors. The average weekly 
payrolls for the entire year of 1957 were $1,174,000 which exceeds the 
average of all recent years since 1929, the previous peak year. The de­
crease in employment is said to be chiefly in the two largest industrial 
concerns of Bridgeport - the General Electric Company and the Bridgeport 
Brass Company. A numbor of' local manufacturers report that orders are 
now beginning to come in again and that they may be able to increase the 
working hours of their employees. 

Philadelphia 

Delaware 

The area covered in Delaware depends chiefly upon diversified 
agriculture although nearly every city or town has some industries of 
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Philadelphia continued 

local importance. The most important agricultural products are poultry, 
cantaloupes, strawberries, soy beans, sweet potatoes, cucumbers, tomatoes, 
:fruit, and grain. While crop yields for 1937 were satisfactory, there 
was some disturbance in prices and in the latter part of the year they 
were said to have declined to about half of those prevailing in 1936. 
Because of a late season in Virginia and Maryland crops g:rown in those 
states were ready for market at the same time such products were ready in 
Delawa"re. Normally crops from these more southern states vrould be off 
the market before those from Delaware were ready. It is estimat0d by 
bankers in the fruit section that 90 per cent of the apple crop is in 
storage awaiting an increase in price. 

'The industries are for the most part canneries or small shirt and 
garment factories employing from 20 to 100 persons eech. The more i.mpor­
tant industries include the manufacture of dental supplies, fibre, paper, 
rayon, aircraft, steel, and chemical products. The principal concerns in 
the larger industries, each of which employs several hundred workers, have 
felt the effects of the recent decline in business and have reduced opera­
tions. The available work is being spread as much as possible in order to 
maintain some income for the workers. 

Demand for credit is light except among the poultrymen. It appears 
that low prices for crops lnst year may cause a oomewh'lt heavier demand 
for credit during the eoming months but the desirability of many loans may 
be lessened by poor pricGs. There is considerable mortgage fi.nancing under 
the provisions of the National Housing Act. One institution has financeq 
such mortgages aggregating $11,000,000 in Delaware and adjoining states ~ 
and has sold these mortgages to investors throughout the Nation. No other 
institution in Delaware approaches this one in volume of business of this 
type but several have adopted this plan and report a satisfactory experience 
with such mortgages. One banker complained that the Federal Land B:1nk, by 
extet1ding farm mortgages for longE:r periods of time on r.d.gher appraised 
valuation, and at lower rates of interest th~n his institution would grant, 
furni:ohes competition that he c0llld not meet. 

Near:cy all of the bankers stc,ted that the invest'"1ent accounts of their 
institutions showed a depreciation due to the recent decline in securities 
prices. The ratio of obligations of the United States Government to all 
securities O'/\'lled is increasing as more be.nkers appear to prefer these se­
curities to corporate issues. 

While the attitude of the bankers visited is decidedly friendly toward 
the Reserve System, they stated that they are not interested in TY!e!llbership 
because of the bigh reserves now required. Under the Delaware law the 
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Philadelphia continued 

reserve required is 5 per cent of time and savings deposits and 10 per 
cent of demand deposits. V~ult cash may comprise not more than one-third 
of the reserve required against demand deposits and, with the written per­
mission of the bank commissioner, one-half of the reserve required may 
be represented by obligations of the United States, although we have no 
information that this privilege is being exercised. It is thought that 
sevC:ral (.)f the insti tuticns visited would mnke desirable !llembers but 
these institutions are the ones whose cfficers placed particular emphasis 
upon tr~ reserve requirements as being the determining factor in their 
lack of interest in the subject. 

Business conditions in Delaware improved considerably during 1937, 
although recession was in evidence at the end of the year. Manufacturing 
activity expanded sharply from January to August and for the year as a 
whole was at the highest level since 1929. Similarly, business at retail, 
including sales of new passenger automobiles, showed a gain as compared 
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w.ith other recent years. Sales of farm products also increased substantially 
during the greater part of last year and were 9 per cent larger than in 1936. 
~1 the case of building and construction, however, operations were at a much 
lower level in 1957 than a year before. 

The following table gives percentage changes in important lines of 
activity for the yearl957 as compared with 1956: 

State of Delaware 

Factory employment •••••••••••••••••••• 
Factory payrolls •••••••••••••••••••••• 
Value of building contracts 

.!lw~ded •••••••••••••••••••••••••••• 
Sales of new passenger automobiles •••• 
FarM cash income •••••••••••••••••••••• 

% change 

+ 14 
t 22 

- 59 
+ 15 
-+ 9 

Ernploy!llent, wage payments and working time in Delaware factories in­
creased ~ubstantially during the first eight months of 1957 but declined 
drastically after September and continued greatly reduced in the early weeks 
of 1958. Activity in virtually all important branches of the manufacturing 
industry has been sharply curtailed since early October and recessions have 
been especially pronounced in the case of plants turning out iron and steel 
products, leather, foods ~nd building materials. 

As a result of larger yields of many leading crops and higher prices 
in the first three quarters of the year, the income of far~ers has increased 
considerably over the previous recent years. For the entire year 1957 farm 
cash income amounted to approximately $17,450,000 or 9 per cent more than a 
year earlier and about double the a'!lount realized four years ago, In the 
PhllG.delphia Federal H.eserve District as a whole receipts from the sale of 
farm products showed a gain of 11 per cent 0ver 1956. 
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Cleveland 

During the last week in January approximately 175 banks whose clear­
ing operations might b(:l affected by the contemplated change in our transit 
procedure, were visited by speciol representatives of this bank. The plan, 
which is now in opere.tion, contemplates a later closing hour, the receipt 
of trans:l t i terns without description or sorto.tion r.ts to availability (ex­
cept for immedi a tc credit i terns), :md thn t credit be passed on a two-day 
doferred busis on mixed letters. The plan has met 'l"'ith practically uni­
vcrs[~l favor, the principal objection on the part of member banks for the 
p~st several years having beon that our requirements •ts to sortation, and 
the maintenance on a member bank's books of so mnny deferred accounts WEJre 
confusing. Consequently, a substantial number of mumb'T banks have been 
clearing a greater portion of their checks through correspondent banks who 
accept both par 11.nd non-p.!'..r i te11.s without descri·ption or sortation for 
ir1•nedia te credit. 

Reports concerning the availability of desirable lo~~ns appear to be 
conflicting. In the corn and cattle-raising sections of southern Ohto, 
~~he present low price of beef has discouraged borrowing. On the other 
l.LP..nd many bankers figure that corn fed to hogs ie, on the basis of present 
m.srket prices, producing about $1.00 a bushel for the corn crop. In the 
north central part of the State of Ohio banks in two counties report an 
increasing demand for loans, which in some co.ses will, if maintained, 
necessitate liquid3.tion of a portion of certain banks' invest'!lents. 

Three btmks in one northern Ohio county, with net earnings sufficient 
to justify a declaration of n dividend, have declared their reluctance to 
do so because of the attitvde of supervisory authorities. These banks 
complain that competitors ure using nominal dividend payments for competjtive 
::~dvcrtising purposes, and t..1.o.t the public reaction to non-dividend paying 
banks is distinctly unfavorable. 

The present recession in businesG has given rise to numerous comments 
as to its cause and probable duration. While before the depression V£ry 
few banks were disposed to criticise increased reserve requirements 
several now suggest it as a cause of the depression .s.nd feel that the time 
has come for reserve requirements t.o be.r8duced. 

'rhe investment problem continues to be foremost in the minds of most 
banker:;.. Many banks have seen u substantiul bond appreciation wiped out 
by the decline in corporate issues. Many sre regnrding with considerable 
&pprehension the substent.ial investments in railroad issues, pa.rticula.rly 
since the r8Cent default en the part of the Erie Railroad. 

Some banks report substt-.:ntial increases in time deposits. In one 
i.nstitution r:. $50,000 average over a period of years ha.s been increased to 
an average of about ;!t200,000. In this particular case 11ost of the increase 
ce.me at maturity or call dates of government securities and the funds were 
not reinvested. 
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Richmond 

(Richmond 1 s bank relations work wrts interrupted by the death of Mr. 
John T. Garrett, Manager of the Bnnk Relations Department, and no general 
survey was submitted.) 

Atlanta 

Baton Rouge, Louisiana 

The member banks in Baton Rouge enjoyed substantial earnings dt~ing 
1937. The loans made by the banks in this city are largely to commercial 
concerns, with only a small amount of loans being made to farmers. A 
nonmEmber state bank which opened for business June, 1957, now has a 
deposit liability of $2,629,000, and its officers feel that the institution 
has an exceptionally bright future. 

State of Florida 

The tourist season on the Florida East Coast is variously reported 
as being equal to or slightly below that of last year. The number of 
visitors compares favorably with that of the previous season, but their 
expenditures are somewhat smaller. 

The citrus crop suffered considerable da~age from cold weather in 
December but this da!'lage will probably be more than offset by improved 
prices. 

In the southern part of Florida the shipment of tomatoes, beans, 
potatoes and other vegetables to eastern and northern ~arkets has begun. 
Vegetable canning and packing plm1ts will give employment to a large 
number of persons until the end nf April. 

In a single com:-uuni ty on the outskirts of Miami nearly one hundred 
homes have been built during the past several months E.tnd the local bank 
has found profitable the handling of F.H.A. insured mortgages. 

At Fernandina, Florida, construction of a pulp mill, at a cost of 
approximately $2,500,000, has just been completed. Tills mill converts 
pine wood in to pulp for usc in tho '!lanufacture of pap or, and will employ 
abcut 200 T'lon. About 500 r.wn are now tmgaged in the c~)nstr-uction of a 
second mill, tu ccst approxi:na.tely $6,000,000. The operation of this 
second mill will ~ive employment to between 250 and 350 men. 

Generally, full use of the facilities of the Federal Reserve Be.nk 
is 11ade by the banks interviewed, except that '!H:mbers of the three largest 
bank groups in Florida rely on the principal organization in their respec­
tive group for services which the FederEil Reserve Bank might otherwise bo 
called on to render. 
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Atlanta continued 

The three National banks in Jacksonville, each of which heads a 
group banking organization, expressed concern about possible holding 
compe.ny legislation. 

Chicago 

(Chicago subm..i. tted statistics as to the number of vists made, etc., 
but no general report of conditions.) 

St. Louis 

While at the close of January some increase was shown in employment 
in industrial plants, it appears that the greater portion of such reemploy­
ment is due to resumption of activities following seasonal suspensions for 
inventories, etc. 

Somewhat better conditions are to be found in the well diversified 
sections where a steady cash income is being derived from sales of dairy 
and poultry products. In some communi ties the banks are giving this form 
of agricultural vrork special attention and endeavoring to arouse a greater 
:tnterest in the matter through offers to finance the purchase of good 
dairy stock. 

Depressed prices offered fur cotton contli1ue to be the cause of 
mch of the business decline in the South. Those engaged in 6.£1ricultural 
work are heing quite conservative in their expenditures, in order that they 
may be able to take care of spring planting with as little borrowing as 
possible. 

The general feeling prevails that the current recession in business 
has about reached its lowest levels and that no further declines will be 
shown. 

Lessening of earnings continues to be·the chief source of concern, 
In some few localities interest rates are being lowered by commercial banks 
to meet the competition from governmental agencies and to retain the more 
desirable type of loans which huve been gradually slipping away from them. 
In some communities a similar course bas been adopted regarding industrial 
concerns whose owners have found that banks in the large cities are keenly 
anxious to take on thsir lines at rates considerably lower than those in 
the smaller industrial centers. 

Some of the nonmember banks visited showed no int.erest whatever in 
the subject of membership. Income from exchange charges prevents serious 
consideration of membcrslup in several cases. One bRnk desires to join 
the System, but will not do so if it has to relinquish two tellers' windows. 
Others have given the matter consideration, but prefer to await further 
developments, and one feels that netionalization is the proper course. 
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St. Louis continued. 

Attention of a State member bank in Mississippi has been directed to 
the loss of income, estimated at $175 per month, because it cannot deduct 
exchange. While the presldent of this bank has been a good friend of the 
System, the decline in earnings, coupled with the insistence of two corre~ 
spondents for either greater balances or direct compensation, has "set him 
to thinking." 

Quite a few banks stated that while they have no fault to find with 
the FRB collection service, they prefer present arrangements with corre ... 
spondents under which they save clerical work and obtain immediate credit on 
all items. However, some of the correspondent banks have been submitting 
statem0nts which ir+dicate that such accounts are unprofitable, and have re­
quested increased balances. Should service charges be levied, these banks 
will send their items to the Reserve Bank. 

Several banks expressed satisfaction with transactions involving the 
purchase and sale of Government bonds through the Federal Reserve Bank, al:. 
though one has found that it obtains better prices through its New York 
correspondent. 

Minneapolis 

:101 

Minneapolis submitted individual reports of visits to banks in Western 
Montana by officers of the Helena Branch. With respect to one member, the 
Helena Branch reports as follows: "A m':lmb er bank thoroughly sold on the Fed­
eral Reserve System and a booster for the Branch. They reported earnings as 
excellent, having made 28 percent last year so declared a 12 percent dividend. 
CondiUons in their locality were fine and moisture about normal." 

In contrast to the foregoing is the following which refers to a non par 
bank only fourteen miles away: "Their ee.rnings from exchange charges amount 
to $3,000 per year. They reported e~rnings as fair with no dividend declared. 
Loans were hard to get and conditions in their community only fair. The of­
ficers don't feel very happy on the exchange charge subject, but explain it 
is the only way in which they think they can exist." 

Tho following covers a visit to anoth0r Western Montana nonmember which 
is on the par list and carries a balance with tho Federal Reserve Bank: "This 
bank was formerly n m£mbc:r of the Federal Reserve System but withdrew during 
the Bank Holiday in 1933. It has since applied for membership, but there is 
a legal question as to its eligibility still to be settled. The officers are 
very friendly toward the Federal Reserve System and believe that all banks 
should belong. Moisture conditions are better than at any time during the 
past seven years. Besides there wns a lot of snow stored in the mountains. 
There hnve been many small homes built during the past two years. Quite a 
number of families from Eastern Montana and the Dakotas have been moved to 
the Bitter Root Valley. Local residents were cooperating to see that the 
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Minneapolis continued. 

incoming residents would make good citizens and that they wero located on 
tillable soil. A movement was under way for the building of da'1ls to con­
serve water, to be financed by the government and farmers." 
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'I'he following refGrs to anotlwr nonmember on the par list: "This bank 
is very :friendly to the Federal Reserv('> System and carrj_es a balance with us. 
Th•::y have considered joining but obtained the information from some source 
thnt ur!loss they borrowed, there was no particul~lr need in joining. As they 
have ulwo.ys been a non-borrower they did not consid0r th6 mntter further. 
Complete explanations were made regarding the merits of the Federal Reserve 
System." 

Minneapolis submits with other information a statem·:mt as to the show­
ingE: of its moving picture "Back of Banks and Business". IJ'vvonty-fi ve show­
ings were made during the month of January, some of which ·were outside the 
district. The estimated attendance at the meetings where the picture was 
shown was 8,340. Minneapolis indicates that this makes an estimated total 
of 334,155 persons who have seen the picture. 

Kansas Ci~z 

General conditions in t~is District show little change. January was 
a mild month and dollar sales at reporting department stores were slightly 
above those of a year ago whe·n weather conditions generally were decidedly 
adverse. The oil industry continues activo in decided contrast to many 
other lines of activity. B~mkers report conditions good in the larger cities 
of Oklahoma. But other sections of the District are not so good. In many 
plncos :no progress has been made this winter in regard to the grc.,at deficien­
cy in subsoil moisture. This is particularly true of most of' Kansas and 
Nebra2b.1 where tho condition is highly critical. This situation is uppermost 
in th·:: minds of bankers for thf)y well know from past experience that satisfac­
tory crops following such fall and wjntor subsoil moisturu conditions are very 
unusual. The meat-packing industry is e.dvcrsely affectbd by tht3 greatly re­
duced numbers of live stock resulting from years of drought. 

Many merchants report thut they overbought in the eorly part of 1937. 
Since then inventories have been reduced somewhat and they express the opin­
icln that present stocks nre lower thnn those of a year ago. Present buying 
is only as needed. Sales of new a.utomob ih;s are reportod poor and the activ­
ity in the construction industry is disappointing. 

Reports coming from banks vlidely scattered over the District are to 
the eff'ect that cattle feedors are not making money. VJhere feeders bought 
early, the fall in cattle prices since thon is making it oxtremBly diffi­
cult for them to avoid losses. There is complaint also that lamb feeding 
is proving unprofitable. Othorwise, banks report that live stock is moving 
satisfactorily end that loans aro being paid. A substanti&l amount of corn 
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locns is being mar::.e ::md bankers 
tion through these corn loans. 
the dem:1nd for loans, and thEn•o 
short-time jnterest rates. 
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anticipnt,': a considerable amount of liquida­
Some bunks report a definite falling off in 
is WPll nich universal complaint regarding 

A state banker, whose bank is a member of the Federal Reserve System, 
inquired of a representative of this bank regarding the procedure in with­
druwing from membership. He complained bitterly of the present reserve re­
quir8ment and he left the impression that if the present requirement was 
likely to continue indefinitely, his bank would withdraw from membership. 
At thC' same time he expressed satisfaction with the services of this bank. 

There are reports of the successful operation of regional clearing 
houses that cover several .counties. It is said there are fourteen such 
organizations in Nebraska--the whole of that state being included.. These 
regional &ssociations apparently function quite generally as clearing houses 
for loan information. They are used also as mediums for securing uniform 
action on such mattsrs as service charges. In many cases banks find them 
useful in discussing loan policy when business and agricultural conditions 
are illidergoing change£1. 

Dallas 

All b 1.nks visited, exct::pt one, were found to be in a confortsble cash 
position and. stf'.ted that the pr6sent reserve requirements are not inconven­
iencing them at this time. Hovrevcr, a t::Rjori ty exprGssed the view that the 
reserves currently required of country banks are too high as a permanent 
proposition and should not be continued indefinitely. In fact, some said 
that the upward trend in thei!' local demnnd for loans indicated the possi­
bility that reserve requirCJmt:nts, unless I'('duccd idthin the nc:xt few months, 
might h11mper their normal credit operr~tions this year. 

One National bar ... k, which han d0posits of $350,000, a complete rr,onopoly 
on the banking business in its county, and a disinclination to permit its 
cash resources to fall much below 50 percent of its deposit liabilities, re­
ported that a substantial number of worthy farmers in its county are on re­
lief for lack of a moderatf~ a.-·nount of credi.t Ftssistance, which the bank 
would be willing to extend them but feels that it is unable to on the basis 
of the volume of its ava:llable loanable funds. The management stated that 
although a reduction of present ruserve requirements would a'lloliorate the 
situation to some extent it would not completely solve it by any menns, be­
cause the real trouble is that the coal miners in the region, who arc of 
foreign extraction, habitually deposit their \\rag,=:s in tho Postal Savings 
System insteed of the bank, and in this way over $100,000 of the community's 
cash resources has been diverted and made unavailable so far es the credit 
needs of the agricultur8l population are concerned. This, he states, is the 
real cause of r:. deplorable situation for which he sees no feasible solution. 
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Dallas continued. 

Within the limits of such credit facilities as it possesses the bank is 
constructively contributing to the improvement of agricultural living con­
ditions by making loans for the purchase of pigs, dairy cows, etc., and by 
freely discounting for local merchants installment notes representing sales 
of labor-saving household appliances. This bank, although well supplied 
with paper eligible for rediscount shares with other banks a reluctance to 
show borrowed money in its published statements; hence it does not look 
with favor upon that method of augmenting its funds for agricultural loan 
purposes. 

~~other National bank (with deposits of $300,000), which had shown 
continuous reserve deficiencies throughout the greater part of 1937, ex­
pressed itself as not being opposed to existing reserve requirements, even 
though it had not been able to meet them. Its president said he recognized 
thnt the Board's action in impounding top-heavy excess reserves was justi­
fil::•d by the factors and considerations upon which such action wo.s based. 

Business and industrial activity in this section of Oklahoma suffered 
to some extent from tha general business recession last fall, but on the 
whole th8 situation is in nowise acute. Deposits in general are higher than 
a year ago, the demand for credit is brisker, and, with the exception of two 
counties of thE: eight covered by this survey, bankers and producers are ex­
pecting the year 19~58 to be a fairly prosperous one. 

Snn Francisco 

(San Francisco submitted only statistical information as to the num­
ber of banks visited, addresses made, and meetings attended.) 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

JANU.il..RY, 1958 

Federal Visits to banks Meetings attended Addresses made 
Reserve I ·~ I I t 

hOll- _ 
Number Attendance Number Attendance Bank Member member Totai 

Boston None None None Nc,ne None . None None 
New York 80 61 141 8 2,585 2 580 
Philadelphia 41 30 71 4 246 4 560 
Cleveland 78 47 125 4 553 4 198 

Richmond 11 8 19 2 1,125 None .None 
I Atlanta 21 5 26 1 175 None None 

l:() 
Chicago 11 2 15 4 1,060 4 233 r-i 

I St. Louis 52 24 56 1 4()0 None None 

Minneapolis 25 24 47 5 1,540 5 203 
Kansas City None None None 1 75 5 370 
Dallas 17 1 18 2 275 2 575 
San Francisco 3 5 12 554 , 25 .1. 
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BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-195 

106 

AOORES51 CF"F"ICIAL CCRRESPCNOENCE 

TC THE SCARO 

February 21, 1958. 

Dear Sir: 

There are being sent you under jeparate cover 25 

copies of an address made by Mr. Walter Wyatt, General Coun-

sel of the Board of Governors, on Fcbrua:ry 17, 1938, before 

the Mid-Winter Conference of the Trust Division of the .Amer-

ican Bankers Association on the subject: 11Explanation of 

the Common Trust Fund Regula t:lon 11 • 

Copies of the address are being forwarded to you 

for the purpose of making them available to the officers 

and directors of your bank and bran~hes, if any, and to ap_y 

member banks which may desire them. Additional copies will 

be furnished unon request. 

Very truly yours, 

~-
L • .P. Bethea, 

Assistant Secreta~{· 

TO THE PRESIDENTS OF ALL FEDEP.AL P..E.SERVE BANKS 
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For release in afternoon newspapers 
of Thursday, February 17 1 1938. 

Z-79 

"EXPLANATION OF THJ::.: COMMON TRUST FUND R},GULATION 11 

Talk before the Mid-V."inter Conference 
of the 

Trust Division of the American Bankers Association 

by 

V'alter Wyatt 1 General Counsel 
Board of Governors of the Federal Reserve Syst9Ill. 

F'ebruary 17 1 1938 
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bXPL.AN.ATION OF T.J:1J.:, COM.WN TRUST FUND Rl:,GULATION. 

I appreciate the invitation of the Trust Division to 

discuss the new regulation of the Board of Governors of the Federal 

Reserve System relating to common trust funds. This undertaking is 

especially pleasant because of the long and close association we had 

with your Special Committee on Common Trust Funds in connection vri th 

the preparation of the regulation. As you know, the Corrmittee consists 

1.08 

of Mr. Carl w. Fenninger, Chairman, and Messrs. Oliver Wolcott, Rodman 

Ward, Charles B. Royce, and Walter Reid Wolf, all of whom are very helpful 

and pleasant gentlemen to work with. The sruno is true of Mr. Gilbert 

Stephenson, who has workud very closely with the Committee and with us. 

All of these gsntl(.;mon havo put in a trereendous areount of time and work 

on the problem, and their cooperation and assistance have been invaluable. 

Tho topic nssignud to me was 1 11 Lxplanc,tion of tho New 

Regulations"; and that sounded easy enough to one who hnd participo.tc.d 

so intimately in the drafting of thu regulation. However, before 

undertaking the preparation of this talk, I read the very able and 

aomprohensive discussion of that subject contained in a lending article 

by Mr. George c. Bar~le.y in the Trust Companies magazine for January, 

1938; and I found that there was very little left for me to say on the 

subject that had been assigned to mo. 

! considered various imaginary legnl remedies, including 

an action for do~ages for trespassing on my preserve, a suit for 
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infringement of my copyright, nnd a complaint to the Feder~"Ll 1're.de 

Commission that he had engr.ged in unfair competition; but I concluded 

instead to tender him my compliments for doing a better job thun I 

could have done. I also decided that, instead of attempting to repeat 

or supplement his very fine explnnation of the regulation, I would 

endeavor to give you something of its background and philosophyo 

THE BOARD'S JURISDICTION 

109 

Before undertaking to discuss tho regulation, it mny be 

desirable to explain why the Board of Governors was called upon to issue 

any regulation upon this subject. 

Section 11 (k) of the Federnl Reserve Act authorizes the 

Board to grunt trust powers to national bunks and to promulgate such 

regulations as it may doom neccssnry to enforce compliance with the 

provisions of the Act on that subject and the proper exercise of tho 

powers grr.nted. 

Section 169 of the Revenue Act of 1936, which exempts 

common trust funds from tuxation as corporations, defines the term 

"common trust fund" us a fund mdnto.ined by a bank -

(1) Exclusively for thu collective investment and 

reinvestment of moneys contributed thereto by the bank in 

its capacity as a trustee, executor, administrator or 

gunrdian; and 

(2) In conformity with tho rules and regulations 

prevailing from time to time of the Board of GOVGrnors of 

the Federal Reserve System pertaining to the collective 
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investment of trust funds by nationnl bunks. 

lflbile the Board 1 s power to issue regulati or.s on this 

subject relates only to national bnnks, all banks and trust companies, 

national and State, member and nonmember, which desire to operate 

common trust funds must comply with the regulation if they desire to 

obtain the tax exemption granted by the Revenue Act of 1936. 

HISTORICAL BACKGROUND 

The original Federal Reserve Act of December 23, 1913, 

authorized the Federal Reserve Board to grant by special permit to 

nc,tional bc.nks applying therefor 1 when not in contravention of State 

or local law, the right to act as trustee, executor, administrator, 

or registrar of stocks and bonds, under such rules and regulations 

us the Board might prescribe. 

By subsequent cmendments, these powers WtJre broadened 

somewhat; certain regulatory provisions were inserted in the law; and 

it was mado clear that the exercise of trust powers by national banks 

should not be de0~ed to be in contravention of State or local law if 

tho exercise of such powers by Stnte corporations which competed with 

no.tionnl banks was authorized or permitted by State law. 

The purpose of Congress in granting trust powers to 

national eanks was to enable them to meet the competition of State 

lanks exercising trust powers; and thus to preserve the national bank 

system. This was considered particularly important in connection with 

tho enactment of the Federal Reserve Act, because the Act permitted 
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State bnnks and trust companies to became members of the Federal 

Reserve System and thereby to obtain not only the valuable privileges 

and benefits of membership but also the prestige of Federal supervision, 

which had previously been enjoyed solely by national banks. 

In sustaining the constitutionality of this grant of 

trust powers to national bunks, the Supreme Court of the United Stutes 

ruled that it was merely an incident to the right of Congress to 

establish national bunks and to preserve them from destructive 

competition. In this connection, the Court said: 

111 
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In accordance with this statement of the Supreme Court, 

the Board's regulations on this subject have always been formulated 

with a view of coordinating the exereise of trust powers by national 

banks with the provisions of State law regulating the exercise of such 

powers by State corporations. 

COLIECTIVE INVESTMENTS FORBIDDEN 

For many years the collective investment of trust funds 

was forbidden by the Board's regulation governing the exorcise of trust 

powers by national banks. Thus the very first regulation issued by the 

Board on this subject, under date of February 15, 1915, provided that, 

"The funds, securities and investments held in each trust shall be kept 

separate and distinct from the general funds and securities of the bank, 

and separate and distinct from ono enother." This of course was simply 

o. restatement of fundamental principles of State lew applicable general­

ly to fiduciaries and Wf\S retained in the rogulntion with no substantial 

chnngo until 1936. 

While minor exceptions wore mado by rulings in 1921 and 

1928, first as to odd nmounts of trust funds not exceeding fifty dollars 

and later as to cash balances too small to be invusted separately t~ 

ndv::mtC~go, no ruling on this subjoct was published until March 1933 

and it w~~G not until 1936 thr:t tho Board modified tha regulation to 

tho extent of providing thet, when the co.sh balances to tho credit of 

certain trusts nre too smnll to bo invested separately to advantage, 

such small r.mounts mo.y bo invested collectively, provided: ( 1) That tho 
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bank owns no participntion in the securities in which such collective 

investments are made and has no interest in them except as trustee or 

other fiduciary, and (2) that such co~lective investments ~ro not 

prohibited by State law or by the instrument creating tho trust. 

THE MOVEMENT FOR COJYIMON TRUST FUNDS 

The suggestion that this provision should bo made much 

broader so that nntional banks could establish more elaborate common 

funds and use them on a much larger scale as a means of affording to 
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small trusts the advantages of wider diversification nnd more efficient 

o.nd economical administration, wr:-.s mo.do to tho Board by the Special 

Committee on Common Trust Funds ·when tho Beard was considering a 

general revision of its regulation governing the exorcise of trust 

powers by national bunks enrly in Jnnunry, 1936. After some discus-

sion, it was agreed that tho suggestion involved a major cho.ngo in 

policy which w·ould require lengthy invostigo.tion and a very thorough 

study and thnt it was not necessary to dclny tho revision of tho rogu-

lo.tion until this problem could be solved, especially in view of tho 

fact thet, oven if tho Board ht:\d grnntod such permission in its regula-

tion, no practical usc could be mndo of it until tho revenue laws were 

amended so as to oxotilpt such funds from taxation as corporations. 

It was understood, however, that tho promulgation of the 

1936 regulation would not preclude further consideration of this sub­

ject by the Board at a later date and that your Special Comnnttoo would 

submit to tho Beard dofinito recommendations for a regulation which 
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would provide for the proper establishment and operation of such funds 

and adequate safeguards against their nbuse. 

In the Revenue Act of 1936, enacted on June 22, 1936, 

provision was made foT the exemption of common trust funds from taxation 

us corporations when they are maintained by banks in c0nformity with 

rules and regulations of the Reserve Board pertaining to the collective 

investment of trust funds by national banks. Congress apparently felt 

that the operation of common trust funds is such a departure from the 

usual rules of investing funds of individual trusts that it should not 
.. 

sanction the practice unless some Federal agency were charged with the 

responsibility of providing such regulatory safe guo. rds as may be o.dequate 

to prevent abuses. 

The tax problem having boon solved, the Special Committee 

of the Trust Divis ion appointed for this purpose undertook the formidable 

task of preparing for tho Boo.rd's considero.tion a report containing a 

thorough discussion of this subject and definite recommendations as'to 

safeguards which should be incorporated in any regulation authorizing 

tho operation of common trust funds by n~tiono.l banks. The Committee 

did an enormous amount of work and conferred with the members of the 

B•ard and its staff before it submitted a formal report containing its 

definite recommendations under date of December 14, 1936. 

After tho Board and its staff had made a thorough study 

of tho problem~ a tentative draft of the regulation wns sent tG the 

American Bankers Association, the twelve Federal Reserve banks~ all 
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of the Stnte supervisory authorities, end various other interested 

parties with n request thnt they give the Board tho benefit of their 

comments nnd suggestions. A large volume of replies was received 

o.nd it was found thnt opinions differed very widely not only as to 

the detailed provisions of tho proposed regulation, but also as to 

tho advisability of tho Board issuing any regulation on this subject. 

After the criticisms nnd suggestions hnd boon analyzed 

nnd studied and additiono.l conferences had boon held with tho members 

of tho Special Comrrdttoe of the Trust Division and other interested 

parties, n revised draft of the proposed regulation wns prepared and 

the Board promulgated tho now regulation to tnkc offoct on December 

31, 1937. 

THE FUNDAMENTAL PROBLEM 

11.5 

Tho most importnnt question to be decided in considering 

the advisability of issuing a regulation on this subject wus whether 

nntionul bnnks should be permitted to depart from tho long established 

principlt.l of trusteosb.ip vrhich requires o. trustee to koep tho assets 

of ouch trust separate and distinct from tho assets of other trusts. 

This urinciplo is not nn arbitrary or tochnicnl rule but,. 

like most principles of common lnw o.nd equity jurisprudence, is based 
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upon sound practical reasons. It is intended to insure that the 

affairs of eaoh trust will be administered solely with a yiew of 

accomplishing the objects of that trust and to prevent the interests 

of a trust from being complicated through joint investments with the 

rights of strangers or required to share in the losses of other funds. 

The Board could not permit national banks to depart 

from this prinoiple except to the extent permitted by State law, 

because it cannot authorize them to violate the State law; but several 

States had enacted statutes expressly authorizing the collective 

investment of the funds of various different trusts and the practice 

probably was lawful in most, if not all, of the States when authorized 

by the terms of the instrument creating the trust. 

In the final analysis, it appeared that the question 

whether the collective investment of the funds of various different 

trusts should be permitted was not a question of national policy to 

be decided by the Board of Governors of the FedGral Reserve System 

but a question which should be left to the decision of the various 

States and to the persons creating trusts, especially in view of 

~~6 
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the fact that the Supreme Court had stated that, 11 the general subject 

of regulating the character of business just referred to is peculiarly 

within State administrative control." 

Furthermore, if any question of national policy were 

involved, Congress had alrea~ given an indication of its view as 

to what such policy should be by incorporating in the Revenue Act 

of 1936 a special tax exemption to common trust funds maintained by 

banks solely for the purpose of investing funds held by them as 

trustees, executors, administrators or guardians. 

In the light of this Congressional action and in 

accordance with the policy adopted by Congress in authorizing the 

exercise of trust powers by national banks when the exercise of such 

powers by competing State corporations is authorized or permitted qy 

State law, the Board decided to permit national banks to invest the 

funds of various trusts hold by them collectively in common trust 

funds when such investments are authorized or permitted by the laws 

of the State in which the national bank is located. 

OTHER MAJOR PROBLEMS 

Congress, however, had granted the tax exemption only 

on condition that such common trust funds be operated in accordance 

with regulations prescribed by the Board, thereby placing upon the 

Board a definite responsibility to prescribe regulations upon this 

subject containing adequate safeguards against abuse. The Board 
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undertook to discharge this responsibility to such extent as seemed 

possible in view of the fact that common trust funds are a 

comparatively new development in this countr,y, there are only a few 

in operation, and our experience with them is very limited. 

In lieu of the ancient safeguard of requiring the funds 

of eaoh trust to be kept separate and distinct from the funds of every 

other trust in order that one trust might not be eompelled to share 

in losses which should be borne by another, the regulation contains 

provisions designed to guard against preferences and to provide for 

the pro rata distribution of all profits and losses on a fair and 

equitable basis. These are the provisions recommended by your Speeial 

Committee on Common Trust Funds which require periodic valuations of 

assets and permit the admission of participations to, or their 

withdrawal from, the common fund only on the valuation dates and on 

the basis of such valuations. 

In order to guard against the possibility that the funds 

of a trust might be invested collectively in a common fund when it was 

n~t suitable to the peculiar needs of that particular trust, reliance 

was placed upon the trust investment committee of the bank and no 

funds are permitted to be invested in a participation in a common 

trust fund without the approval of such committee. 
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LIMITATIONS ON AMOUNT 

Another major question was what limitation, if any, 

should be prescribed on the amount of the funds of any one trust 

which might be invested in a common trust fund. The replies to the 

Board's request for comments and suggestions on the tentative draft 

of the Tegulation disclosed a vast but not unexpected diversity of 

opinion on this question. They suggested amounts ranging all the 

way from $1,000 to $100,000, and a few suggested that there should 

be no limitation on the amount. 

The principal argument in favor of the common trust 
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fund was that it would afford to small trusts much better diversification 

of investments and more economical and efficient administration than 

can be afforded where the funds of each trust must be invested and 

administered separately. It had also been argued that the resulting 

efficiency and economy in administration would enable banks to afford 

expert trust services to many persons of small means who could not 

obtain such services if their funds had to be invested and administered 

separately. These arguments did not support the suggestion that there 

be no limitation on the amount of the funds of any one trust which 

might be invested in a common fund, Furthermore, there was a 

possibility that large participations by large trusts in the same 

common fund with small trusts might produce conflicts of interest. 
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In view of these considerations, it seemed advisable to 

prescribe some limit upon the amount of the funds of any one trust which 

could be invested in the common trust fund; and this limit was fixed at 

:;~25,000, which was the amount prescribed by the New York State law 

governing the operation of common trust funds. It had been represented 

that it was mora difficult to invest small funds in New York than in 

other parts of the country and 1 since the New York legislature had 

apparently decided that ~25,000 was a large enough amount of the funds of 

any one trust to be invested in a common trust fund in the State of 

New York, it seemed safe to assume that this amount was adequate for any 

part of the country. 

Provisions were also inserted in the regulation to the 

effect that no one trust shall own a participation exceeding 10 per cent 

of the connnon trust fund; that the amount investud by any such fund in 

the stocks, bonds or other obligations of any one person, firm, or 

corporation (excepting obligntions issued or guaranteed as to principal 

and intorost by the United Status}. shall not c;;xcood 10 per cent of the 

value of the entire fund; and that the fund shall not own more than 5 

per cent of the outstanding shares of stock of any corporation. 

INVl~STMENT THUST R1ST.iUCTION 

Much consideration was given to various restrictions 

designed to guard ag~inst the usc of common trust funds for purposes 

other than those for which they are intended and especially as devices 

for the sale of participations in securities to the public; but it was 
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found thnt most of the restrictions suggested f'or this purpose, such 

c.s a proposed 'restriction on the inclusion of funds of revocnble trusts, 

would unduly limit or hnmper the proper use of common trust funds. 

It was finally decided to denl with this problem by 

inserting the following provision in the regulntion: 

"The purpose of this section is to permit the use 
of Common Trust Funds, as defined in section 169 of the hevenue 
Act of 1936, for the investment of funds held for true fiducinry 
purposes; o.nd the operation of such Common Trust Funds us 
investment trusts for other thnn strictly fiduciary purposes 
is hereby prohibited. No bank administering a Common Trust 
Fund shall issue any document evidencing n direct or indirect 
interest in such Conunon Trust Fund in any form which purports 
to be nogotinble or assignable. The trust investment committee 
of n bank operating a Common Trust Fund shall not permit any 
funds of any trust to be invested in n Con~on Trust Fund if 
it has reason to believe thnt such trust was not created or is 
not being usod for bonn fide fiducio.ry purposes." 

This is believed to bo sufficient~ especially in viow of 

the fuct that tho Rovenue Act defines n common trust fund us a fund 

maintained by a bo.nk in conformity with the Bonrd 1 s ruguluti ons and 

exclusively for the collective investment and reinvestment of moneyG 

contributed thereto by such bunk in its capacity as n trustee., executor, 

administr(i.tor or guardit:m; nnd any use of a. common fund for any other 

purpose or o.ny wilful violation of the regulation would subject .tho 

entire fund to tc,xation as n corporation and probn.bly subject the 

bank to a surcharge in the amount of the bntiro tux. 
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MISCELLANEOlTS PROVISIONS 

In order to facilitate admissions to and withdrawals from 

a common trust fund, some provision had to be made for the maintenance 

of adequate liquidity. Your Committee suggested that the Board might 

require that at least 60 per cent of the value of a common trust fund 

should be maintained in cash and readily marketable securities. However, 

it appeared likely that a trust institution would maintain a considerably 

higher percentage of liquidity than that required in the regulation, in 

order to avoid the possibility of the commo:(l trust fund becoming frozen 

by falline; below the required percentage. There was also a possibility 

that, if too high a percentage of liquidity were required, the earnings 

of the common trust fund might be adversely affected. 

Accordingly, the regulation lays down the principle that 

any bank administering a common trust fund must maintain in cash and 

readily marketable securities such part of the assets of the common 

trust fund as shall be deemed by the bank to be nece§sary to provide 

adequately for the needs of participating trusts and to prevent inequities 

between such trusts. In addition to this general principle, the regulation 

requires that not less than 40 per cent of the value of the assets in a 

common trust fund shall be maintained in cash and readily marketable 

securities. 

It seems obvious that persons interested in trusts 

participating in a common trust fund should be advised of their rights 

and of the operations of the common fund. To this end, the regulation 

contains provisions requiring each common trust fund to be established and 
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maintained under a written plan, that an annual audit be made of each such 

fund, and that copies of the plan and of the audit shall be furnished to 

interested parties upon request. 

Likowise, since a fiduciary is permitted to charge fees for 

the administration of each individual trust, a bank operating u common 

trust fund is not permitted to charge any additional foe for tho 

mana.gcment of the common trust fund. 

For equally obvious reasons, the regulation forbids the 

bank operating a common trust fund from investing any of its own funds 

in such co~non trust fund or having any selfish interest in the assets of 

such fund, und the operation of tho fund is mr..do subject to gonvral 

prohibitions against self dealing contained in other sections of the 

regulation. 

Although the provisions of the regulation applicable 

especially to common trust funds are contained in section 17 which is 

headed "Common Trust Funds", it must not be supposed thr:.t the provisions 

of this section nrc the only provisions of tho regulation which must be 

taken into account in this connection. On the contrary, the investment 

of the funds of any trust in a common trust fund are subject to all the 

other applicable provisions of tho regulation. 

FUNDAMENTAL PRINCIPLES 

It may be said by wny of summary that the provisions of 

tho regulation governing common trust funds are based upon the following 

fundamental conceptions: 
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1. That the advisability of banks operating common trust 

funds is a question of poli~y for the determination of the individual 

States in the diScharge of their responsibility for the regulation of 

the administration of trusts; 

2. That a common trust fund should not be used by banks 

as a device to engage in the sale of participations in securities to 

the public; 

3. That where an individual trust is of such size that 

its funds may be invested separately to advantage, it is preferable 

that such funds be invested separately rather than in a common trust 

fund; 
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4. That preferences between individual trusts participating 

in a common trust fund must bo avoided; 

5. That a bank administering a common trust fund should 

not have any selfish interest in the assets held in such fund; 

6. That persons having an interest in trusts participating 

in a common trust fund should be kept fully advised of tho rights of 

tho participating trusts and of the status of the participations of 

such trusts; and 

7. That banks administering common trust funds should not 

receive mnnagament foes or other additional compensation for the 

administration of such funds. 

SMALL FUNDS • 

Some ~f you may have wondered why a provision similar to 

that contained in the 1936 regulation for tho investment of cash balances too 
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small to be invested separately to advantage was retained in the new 

regulation which also permits the collective investment of trust funds 

on a muoh larger scale. This was done because it appeared that many 

banks would not be interested in the establishment or operation of 

common trust funds on any large scale but that the limited authority 

to make collective investments of small cash balances representing the 

odds and ends of various different trusts might be helpful to them and 

they should not be deprived of this privilege or have its exercise 

complicated by the elaborate machinery necessary to safeguard the 

establishment and operation of larger common trust funds designed for 

more general use. 

Some curiosity also seems to exist as to why the amount 
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of any one trust which might be invested in this smaller and simpler type 

of common trust fund was limited to $1 1 200. Several banks had complained 

tho.t the language of tho old regulation, "cash bo.lunces * * * too small 

to be invested separately to o.dvo.ntago", wo.s too vo.guo and that it should 

be made more specific. It appeared that, if the limit were fixed at 

$1,200, this would er~ble tho banks to invest odd amounts of eo.ch trust 

in such a fund until a particular trust had accumulated enough to 

withdraw its funds from the common fund, invest thom separately in a 

$1,000 bond, and pay, in addition to the face amount thereof, any 

necessary premium, accrued interest, commissions and othor incid~~tal 

costs. 
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CONCLUSION. 

It is hoped that the provisions of the regulation do not 

appear to be unduly long or complicated. However. it is feared that 

126 

the actual operation of common trust funds will involve many complications 

and considerable expense as a result of the practical difficulties 

necessarily inherent in the problem of handling collectively the 

investment of tho funds of many different trusts. 

These complications arc mentioned, not with a view of 

discouraging the establishmunt und operation of common trust funds, 

but with tho view of suggesting thr,t any trust institution contemplating 

the establishment of such a fund should first inform itsolf thoroughly 

not only of the legal requirements but also as to the prc~tical and 

accounting probl~s involved in the operation of such a fund and should 

carefully weigh the advantages and disadvantages both to tho trust 

institution and to the various trusts involved before reaehing a 

decision as to whether or not it will establish such a fund. In this 

connection it would be advisable to consult the operating officers of 

some of the trust institutions who have had experience in tho operation 

of such funds and who nrc familic.r with tho prc.ctico.l problems involved. 

In concluding those remarks~ I should like to make two 

statcmonts of a co.utiono.ry nature. 

The first is with reference to tax exemptions. Under tho 

Revenue Act of 1936, common trust funds arc entitled to tax exemption 
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only if they are operated in conformity with the Board's rules and 

regulations. Therefore, u bunk operating u common trust fund should 

be particularly careful to conform to the requirements of the regulation 

in order that the tux exemption mny not be forfeited and the trust 

institution possibly surcharged for the resulting costs to the 

participating trusts. 

Lastly but most important of all, those interested in 

the development of the common trust funds should do everything in 

their powor to see that each such fund is properly and prudently 

operated. I know of nobody better situated or better equipped to 

undertnke the tusk of safeguarding this development than the Trust 

Division of the American Bunkers Associc.tion; and I o.m confident that 

the Board of Governors and other supervisory authorities oo.n rely upon 

their cooperation and assistance to this end. 
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BOARD ,OF GOVERNORS 

OF' THE 128 
FEDERAL RESERVE SYSTEM 

WASHINGTON 

ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

February 25, 1958. 

Dear Sir: 

There are being sent you under separate cover twenty-five 
copies of a talk made 'IYJ Mr. 'tNal tor Wyatt, General Counsel of the 
Board of Governors, on February 21, 1938, before the Baru{ing Fprlli~ 
of the St. Louis Chapter of tho American Institute of Banking on 
the subjoct: 11 The Regulations of the Board of Governors of the 
Federal Reserve System". This talk is a current revision of the 
address mado by Mr. Wyatt on May 20, 195G, before the Annual Con­
vention of the Texas Bankers Association at Houston on "The Board 
of Governors of the Federal Reserve System11 (X-9587). 

Copies of the February 21 address are being forwarded to 
you for the purpose of making them available to the officers and 
directors of your bank and branches, if any, and to any member 
banks which may desire them. Additional copies ~·;ill be furnished 
upon request. 

It is the present practico to send to oach Fodoral reserve 
bank twonty-fivo copios of spcochos made by members of tho Board 
o.nd its staff as a matter of routine. Since the number of copies 
forwarded in the first instance is entirely arbitra:r'"IJ, it will be 
o.ppreciated if you will advise whether your bank desires to receive 
a larger or smaller nwnber of such copies in future routine shlp­
ments. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretar-y. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Mr. Chairman, Ladies and Gentlemen: 

I have been asked to talk to you about the regulations of 

the Board of Governors of the Federal Reserve System; but before 

discussing the regulations I would like to say a few things about 

the Federal Reserve System. 

The Federal Reserve System consists o.f three principal 

elements -- the member ba~~s, the Federal Reserve banks, and the 

Board in Washington. 

The member banks are as much a part of the Federal Reserve 

System as the Federal Reserve banks or the Board in Washington. It 

is principally through the member banks that the Federal Reserve 

banks serve tho public. 

The Syst~ is fundamentally a cooperative arrangement by 

which mombor banks join together and pool a portion of their resources 

for mutual assistance. Tho member banks in each district mnke their 

contributions by depositing their reserves in their own Federal 

Reserve bank; and, when any member bunk needs assistance, it goes to 

its own Federal Reserve bank in its own district. 

The Federal Reserve banks are neither Government 

institutions nor private institutions. They are privately owned but 

thoy are devoted entirely to tho public service. They are not 

operated for profit and tho dividends whieh they pay to their stock­

holders are limited by law to 6 por cent per annum. The remainder 
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of' their net earnings is carried to a surplus fund which would be 

paid into the Treasury of' the Federal Government if' the Federal 

R.eserve banks were 1 iquidated. 

The Federal Reserve System is not a central banking system 

but a regional banking system. This country is too vast and 

conditions in different parts of the country vary too much to make 

1:31 

it feasible or desirable to have a single central bank for the entire 

country. Instead, therefore, we have twelve Federal Reserve banks, 

each serving a definite geographical area and managed by directors, 

officers and employees who live in and are familiar with tho conditions 

in its district. However, each Federal Reserve bank is authorized, 

and may be required, to go to the assistance of any other Federal 

Reserve bank which needs assistance in handling any situation arising 

in its district. 

1N1th respect to matters affecting the ooup.try as a whole 

tho activities of tho twelve Federal Reserve banks are coordinated by 

the Board of Governors in Whshington. Tho Board is given tho broad 

pow·er to exercise general supervision over the twelve Federal Reserve 

banks and certain specific powers designed to enable the Board to see 

that they pursue a banking poli~y whi~h is uniform and harmonious for 

tho eountry as a whole. 

The fundamental o~aractoristios of tho Fcdc~al Reserve 

System wore stated by Honorable Carter Glass in the official report 

which he mnde to the House of Representatives on the bill which 

boeame the original Federal Reserve Aet. He said: 
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11 * * * The only factor of centralization which 
has been provided in the committee's plan is found 
in the Federal reserve board, which is to be a strictly 
Government organization created for the purpose of 
inspecting existing Danking institutions and of 
regulating relationships between Federal reserve banks 
and between them and the Government itself. Careful 
study of the elements of the problem has convinced the 
committee that every element of advantage found to 
exist in cooperative or central banks abroad can be 
realized by the degree of cooperation which will be 
secured through the reserve-bank plan recommended, 
while many dangers and possibilities of undue control 
of the resources of one section by another will be 
avoided. Local control of banking, local anplication 
of resources to necessities, combined with Federal 
supervision, and limited by Federal authority to 
compel tho joint application of bank resources to tho 
relief of dangerous or stringent conditions in any 
locality are tho characteristic features of the plan 
as now put forward. * * * It is proposed that the 
Government shall retain a sufficient power over the 
reserve banks to enable it to exorcise a directing 
authority when necessary to do so, but that it shall 
in no way attempt to carry on through its own 
mechanism tho routine operations of banking which 
require detailed knowledge of local and individual 
credit and which determine the actual use of the 
funds of the community in any given instance. In 
other words, tho reserve-bank plan retains to the 
Government power over the exercise of tho broader 
banking functions, while it leaves to individuals 
o.nd privately o>'l'l:'lod institutions the actual direction 
of routine." 

In this form of organization we have something which is 

characteristically American -- local ~nnagement of local affairs, 

national management of national affairs, and the strength which lies 

in unity, coordination and cooperation. 

Tho Board is an independent establishment of tho Federal 
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Government carefully safeguarded from political influence and pressure. 
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It consists of seven me.mbers appointed by the President 

and confirmed by the Senate for terms of fourteen years each, so 

arranged that not more than one term will expire in any two years, 

Furthermore, a member who has served a full term of fourteen years 

is ineligible for roappointmont, so that his actions while in 

office will not be influenced by the desire to be reappointed, 

In selecting the members of tho Board, not more than one of 

whom may be selected from any one Federal Reserve district, the 

President is required to have duo regard to a fair representation of 

the financial, agricultural, industrial and commercial interests and 

geographical divisions of the country. Before taking office, the 

members of the Board are required to divest themselves of all interest 

in any bank, banking institution or trust company; and the members of 

the Board are made ineligible during the time they are in office and 

for two years thereafter to hold any office, position or employment 

in any member bank, except that this restriction does not apply to a 

member who has served tho full term for which he was appointed, 

Another feature of the original Federal Reserve Act, which 

has been preserved and which affords the Board very important 

protection against political pressure is the fact that it is not 

dependent upon Congress for appropriations but defrays all of its 

expenses out of assessments levied on the Federal Reserve banks, 
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In view of the vast injury which could be dono if the official 

actions of the Board of Governors and the Federal Reserve banks were 
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influenced by politics or favoritism, it is vitally important that 

this independence be preserved. It is not only important to the 

public interest, but it is of especial importa~e to every member 

bank. It is vitally important to keep banking out of politios and 

politics out of banking. 

The most important and most widely discussed powers of the 

Board relate to national credit policies. These include the power to 

approve or disapprove discount rates of the Federal Reserve banks, to 

change reserve requirements of member banks, to prescribe margin 

requirements for loans by brokers and dealers in securities and by 

banks for the purpose of purchasing or carrying securities, and to 

regulate the rates of interost which may be paid by member banks on 

time and savings deposits. 

In addition, the Federal Open Market Committee, which 

consists of the seven members of the Beard and five representatives 

of the Federal Reserve banks, is given control over the open market 

operations of the Federal Reserve banks - that is over the amount 

of credit : which they oan place in or remove from the money market 

through the purchase or sale of Government bonds, bankers' accept­

ances or other obligations of the kinds which Federal Reserve banks 

are authorized to purchase and sell in the open market. 
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The m~st numerous powers of the Board relate te the 

operations of the Federal Reserve bnnks and are a part of an intricate 

system of checks and balances designed to leave the management of 
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local ~ff~irs and tho grunting of individu~l credits to the directors 

and officers of the Federal Reserve bunks but ~t the same time to give 

the Board in Washington sufficient powers of general supervision and 

regulation to enable the Board to coordinate tho activities of tho 

twelve Federal Reserve banks and see that they carry out the purposes 

of the Federal Reserve Act and pursue policies which are harmonious 

for tho country as a whole. 

However, I promisod to talk to you about the Board's 

regulations which member banks have boon receiving in increasing 

numbers in recent years and a few of which affect the daily operations 

of member banks. 
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There have boon complaints about the number of new regulations 

issued by tho Board since the passage of tho Banking Act of 1935; and 

I sympathize with the member banks; because they have been through very 

trying times since 1929. .After all the troubles which they experienced 

in tho unhappy years leading up to tho banking holiday in March, 1933, 

and tho very difficult months of reorganization and rehabilitation 

following that period, thoy had to contend with many perplexing now 

provisions of lnw imposed upon them by the Banking Act of 1933. That 

vm .. s a reform measure resulting from public resentment over certain 

pro.ctices which wore brought to light by tho largo number of bank 

failures in the years immediately preceding. 

The Bunking Act of 1933 made it necossury for tho Boc.rd to 

issue a numbor of new regulations; and, before tho br~nks finished 

familiarizing th~msclvos with those now laws and regulations and 
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adjusting themselves to them, we had the Banking Act of 1935 and a 

new set of regulations issued thereunder. The banks probably feel 

that they are being legislated and regulated to death; but an analysis 

of the situation will disclose that it is not as bad as it seems. 

Since the passage of the Banking Act of 1935, the Board 

has issued eleven regulations under that Act and two under the 

Securities and Exchange Act of 1934, making thirteen in all. Of 

these thirteen only three are new or additional regulations. Ten 

of them are merely revisions of pre-existing regulations, and most 

of the changes made are in the direption of greater liberality, 

simplicity and clarity. 

In view of the fact that the B~ard designates its various 

regulations by the letters of the alphabet and has now reached the 

letter U, you may wonder what the Board will do when it has exhausted 

the alphabet. I personally hope that the Board will never exhaust 

the alphabet, but that it will be able in time to work out ways and 

means of simplifying its regulations and greatly diminishing their 

number. 

The Board has outstanding at the present time twenty-one 

different regulations. This sounds like a tremendous volume of 

regul~tions; but it is not really as formidable as it sounds. Each 

regulation is limited to a particular subject and only a few affect 

tho operations of member banks to any material extent. A quick 

review of the list of regulations will illustrate my point. With 

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



.. 

- 8 • 
Z-82 

your indulgcmce, I shall take them up in alphnbetic~:!.l order and run 

through the entire list from A to U • 

Regulation A relates to discounts and ad,tlnoos by Federal 

Reserve banks to member bnnks J but it does not affeht menber banks 

unless they are discounting with, or obtaining o.dvanoes from, the 

Federul Resorvo banks, It was revised effective October 1, 1937, in 
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a form which makes the credit facilities of the Federal Reserve b~nks 

avnilnble to member banks on o. much more liberal arid prectioal basis 

than ever before. 
I 

Regulation B relates to the purchase of ~ills of exchange, 
'· 

~ro.de acceptances o.nd bnnkors' acceptances by Federal Reserve bnnks 

on the open market, It only affects indirectly these member banks 

who issue bankers' o.ecoptnnco credits or have occa,ion to sell bills 

ot exchange, trade acceptances or bankers' acceptanoos on the open 

market• 

Regulation C relates to tho granting of bunkers 1 acceptance 

erodits by member banks, but affects only tho relatively small number 

of monbor banks which issuo such credits, 

Regulation D r(latos to tho reserves ~f mombcr banks, It 

o.:t'fcots o.ll moniber brmks; but 1 it is somothing to which thGy have 
' 

booomo ndj~sted over a long period of timo and is pf little practical 

importnnoe at a tim like the present when most UISmbor bnnks have 

reserves greatly in excess of the logal requirements. 

Regulation E relntes to tho puroho.so of State nnd municipal 

-wnrrnnts by Federal Reserve banks on the ~pon mnrket and has prn.ctica.lly 

no effect on member bnnks. 
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Regulation F relates to trust powers of notional banks. It 

was revised, effective June 1 1 1936, end amended again effective 

December 31, 1937 so as to provide for tho establishment and operation 

of con~on trust funds. It stntos the procedure under vmich national 

banks obtain nnd surrender permits to exercise trust powers and a few 

general principles regarding the management of tho trust department, 

the investJl'JCnt of trust funds, and similar nntters. 

Regulc.tion G roletcs to the rlildiscount. b.y Fodcn.l Reserve 

bunks of notes secured by veterans' bonus certificates and is practically 

a dond letter today. 

Regulation H rolntos to the membership of State bunks in the 

Fodorcl Reserve System, but has no effect whatever upon nnt ional banks. 

Evon us to State banks, it relates only to such nnttcrs as the 

procodur8 for obtaining or relinquishing membership in the System, the 

conditions upon which such bunks will be admitted to the System, the 

circumsto.ncos under which they will bo permitted to csto.blish or 

mninhdn brnncheG, and tho publication of reports of member banks and 

their nffilintos. 

Regulation I relates to the increase or decrease of holdings 

by member banks of onpitnl stock of Federal Reserve banks. It effects 

member b'C'.nks only Pet tho timo of their organization or admission te 

tho Fedorc.l Rosorvo System nnd o.t times when they increase or decrease 

their capital or surplus, consolidnto with other bnnks, become insolvent, 

go into voluntary liquidation, or withdrnw from membership in the 

Federal Rosorvo System. 
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R~gulation J relates to the clearance and collection of 

checks by Federal Reserve banks. It affects all member banks, but 

only with respect to the terms and conditions upon which Federal 

Reserve banks receive checks from them for collection and make the 

credits therefor available to them. 

Regulation K relates to the organization and regulation 

of foreign banking corporations, and is of no interest to member 
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banks except the few ovrning stock in such foreign banking corporations 

or contemplating the organization of such corporations. 

Het:,ulation L rela.tes to interlocking bank directorates under 

the Clayton Act and affects only those member banks which h~ve 

directors, officers or employees serving also as directors, officers 

or employees of other banks. 

Regulation M consists of only one paragraph and relates 

only to foreign branches. 

Regulation N pertains only to the relations of Federal 

Reserve banks with foreign banks and bankers, and has no effect upon 

member banks. 

Regulation 0 relates to loans by member banks to their 

executive officers, but was issued to relieve the member banks from 

the more onerous provisions of the pro-existing criminal statute on 

this subject. 

·Regulation P relates to holding company affiliates of member 

banks and affects only indirectly those member banks which are controlled 

by bank holding companies. 
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Regulation Q relates to the payment of interest on deposits 

by member banks and affects all member banks. 

Regulation R relates only to those member banks who desire 

to have security dealers or underwriters serving as their officers. 

directors or employees. 

Regulation S relates to loans by Federal Reserve banks to 

furnish working capital to established industries and affects only 

those member banks which participate in such loans or which make such 

loans themselves and obtain commitments from the Federal Reserve banks 

t~ take them off of their hands. 

Regulation T relates to the extension and maintenance of 

credit by brokers. dealers and members of national securities exchanges, 

and does not affect any member banks except a very few which are 

members of national securities exchanges. Incidentally, it prescribes 

the procedure under which nonmember banks may qualify to make ad,~nces 

to brokers and dealers in securities. 

Regulation U relates to loans by banks for the purposo of 

purchasing or carrying stocks registered on a national securities 

exchange but this regulation has little effect on the operations of 

any member banks except those located in the large financial centers. 

Out of' twenty-ono regulations which the Board has in effect 

at the present time, therefore, I think it is fair to state that five 

of them have no effect whatever upon member banks, eleven of them 

affect the member banks only occasionally or affect only a few of 

them, and only five of them. materially affect the ordinary operations 

of all member banks. 

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



Z-82 

• 12 - ~4~ 

Of these five, Regulation D, relating to reserves of member 

banks and Regulation J, relating to the clearance and collection of 

checks by Federal Reserve banks~ are so well-established and so well 

known to all member banks that they require no further discussion at 

this time. 

That leaves Regulation 0, relating to loans to executive 

officers of member banks, Regulation Q, relating to the payment of 

interest on deposits, and Regulation u, relating to loans by banks 

for the purpose of purchasing or carrying stocks registered on a 

national securities exchange. I shall discuss these three regulations 

a little further. 

Regulation 0, relating to loans by member banks to their 

executive officers may not have gone as far in the direction of 

liberality as some member banks desired; but it is much more liberal 

and practical than what preceded it. 

vVhen the Banking Act of 1933 was under consideration by 

Congress there was much public resentment over the fact that a number 

of banks which had failed in the years immediately preceding had 

sustained large losses on loans made to their own executive officers. 

This resulted in a provision in the Banking Act of 1933 making it a 

criminal offense, punishable by fine or imprisonment, for any executive 

officer of a member bank to borrow from or otherwise become indebted 

to such bank or for any member bank to make any loan or extend credit 

in any other manner to ~ of its own executive officers. 
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The term "executive officer" was not defined, and the Board 

received a large number of' requests for rulings as to what officers 

of' member banks should be considered "executive officers" within the 

prohibitions of' the Act. Unfortunately, the Board had to decline to 

express any opinion on these questions, because the enforcement of' 

Federal criminal statutes is entirely within the jurisdiction of' the 

Department of' Justice and any opinion expressed by the Board would 

not have been binding upon that Department. 

If' the Board had expressed the opinion that certain officers 

of' member banks were not "executive officers" within the meaning of' 

the statute, they might have obtained loans from their banks in good 

faith and in reliance upon the Board's opinion. If' the Department of' 

Justice had subsequently adopted a different interpretation of' the 

law such officers might have been prosecuted for obtaining loans 

which the Board had told them were entirely lawful. In the circum­

stances, the only thing the Board could do was to decline to express 

opinions on such questions. 

It vYas contrary to the established policy of the Department 

of' Justice to issue rulings interpreting penal statutes; and there 

was no place for the member banks to go to obtain authoritative 

rulings on such questions. 

Tho situation was extremely unsatisfactory; and the Board 

and the Comptroller of the Currency jointly sought relief' for the 

member banks in the Banking Act of' 1935. As a result of' their efforts, 

the section was rewritten by the Banking Act of' 1935 so as to repeal 

the criminal penalties, thus withdrawing the subject entirely from 
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the jurisdiction of the Department of Justice. It also authorized 

the Board to define the term "executive officer", to determine what 

should be deemed a borrowing, indebtedness, loan, or extension of 

credit and to prescribe rules and regulations to effectuate the 

purposes of the section and prevent evasions thereof. In addition, 

certain exceptions were made to the prohibitions of the section, one 

of which permits any member bank with the approval of a majority of 

its own board of directors, to extend credit to any executive 

officer thereof in an amount not exceeding $2,500. 

Regulation 0 issued by the Board pursuant to the provisions 

of this section adds nothing whatever to the restrictions contained 

in the law itself, but consists principally of a definition of the 

term "executive officer" and answers to other questions on which 

member banks had been clrunoring for interpretative rulings. Instead 

of creating additional burdens for the member banks, therefore, this 

regulation should be of great assistance to them. 

There was one respect in which tho Board could not see its 

way clear, in defining the term "executive officer", to make a 

concession which many banks desired but which others felt could not 

properly be made --namely, the proposal to exempt honorary or 

inactive officers. After hearing all of the arguments on both sides, 

the Board adopted the view that a person who accepts the title of an 

executive officer and holds himself out to the public as an e~ecutive 

officer should be required to comply with the rules governing 
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executive officers. I know that there are some who differ with this 

view; but I have never heard any one who could successfully answer 

the moral arguments upon which it is based. 

Regulation Q relates to the payment of interest on deposits 

by member banks and also grows out of provisions added to the Federal 

Reserve Act by the Banking Act of 1933, which were later amended and 

modified by the Banking Act of 1935. 
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The underlying purposes which Congress had in mind when it 

enacted those provisions have never boon authoritatively stated; but 

it is my personal opinion that they were two-fold: First 1 to put an 

end to cut-throat competition for deposits, which frequently led tho 

banks to pay higher rates of interest than they could afford to pay 

and thus tended to weaken their financial condition; and, second, to 

compensate tho banks somewhat for the assessments, which under another 

provision of tho Banking Act of 1933, they wore required to pay for 

the insurance of their deposits. The section was adopted for the 

benefit and protection of the banks; and it is in the interest of 

every bank to cooperate with the Board in its efforts to obtain 

compliance with the spirit as well as the letter of this law and to 

eliminate every form of unfair competition for bank deposits. The 

sole purpose of Regulation Q is to accomplish this result. 

Regulation U, which was issued pursuant to the Securities 

Exchange Act of 1934, governs loans by banks for the purpose of 

purchasing or carrying stocks registered on national securities 

exchanges. Unlike the Board's other regulations, it applies to 

nonmember banks as well as member banks. 
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The Board could have spared itself a great amount of trouble 

and expense by leaving this subject to regulation by the Federal Trade 

Commission or the Securities and Exchange Commission, as proposed in 

the original bill. But the Board at that time felt that the banks 

were already subject to regulation by too many different supervisory 

authorities and that they would fare better if this additional duty 

were performed by the Board instead of some other agency less familiar 

with practical bunking problems. Congress was persuaded, therefore, 

to impose this duty upon the Board instead of the Securities and 

Exchange Commission, even though, in order to accomplish this result, 

the Board also had to accept the burden of regulating the extension 

of credit by brokers, dealers and members of national securities 

exchanges, which it was very reluctant to do. 

In the preparation of Regulation U every effort was made to 

make it as short and simple as possible and to interfere no more with 

the ordinary operations of the banks than is absolutely necessary to 

accomplish the purpose of the regulation, which is to prevent the 

excessive use of bank credit for the purchasing or carrying of 

securities. 

The regulation applies to no loans except those which are 

secured by stocks and are made for the purpose of purchasing or 

carrying stocks registered on a national securities exchange. 

If a loan is not secured directly or indirectly by stocks, 

the regulation has no application to it and the bank need not inquire 

into the purpose of the loan. It is recognized that this leaves tho 

145 

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



Z-82 
- 17 -

regulation open to the possibility of some evasion; but it was 

believed better to accept this risk than to affect every loan a 

bank makes in order to regulate a relatively small portion of 

them. It is believed that most of the bankers will endeavor in 

good faith to comply with the regulation and will not make loans 

for the purpose of purchasing or car~ing stocks without requiring 

the customers to pledge such stocks as collateral. 

Even if a loan is secured by stocks the regulation does 

not apply to it if the loan is made for a commercial, agricultural 

or industrial purpose or for any other purpose except the purpose 

of purchasing or carrying listed stocks. If the bank desires to do 

so for its own protection, it can obtain a written statement from 

the borrower or from one of the bank's own officers that tho loan 

is not for the purpose of purchasing or carrying stocks. If such 

a statement is obtained in good faith tho loan is completely 

exempted from tho regulation. 

Even if a loan is secured by stocks and the bank is 

unwilling to inquire into its purpose, tho regulation will not bo 

violated if the amount of tho total loans to that customer docs 

not exceed sixty per cent of the current market value of the stocks 

pledged as collateral. 

The net practical result is that a bank need not think 

about the regulation except with respect to loans that are secured 

directly or indirectly by stocks when the amount of the borrower's 
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indebtedness exceeds sixty per cent of the current market value of the 

stocks securing such indebtedness. Even with respect to this limited 

class of loans, the banker can forget about the regulation if he 

obtains in good faith a written statement from the customer or from 

one of the bank's own officers that the loan is not for the purpose 

of purchasing or carrying stocks. 

I think it is fair to say, therefore, that the Board succeeded 

in promulgating a regulation which docs not interfere with the ordinary 

operations of the banks any moro than is absolutely necessary to 

accomplish the purposes of the regulation. 

Although it does not directly affect the ordinary operations 

of member banks at a time like the present when most of them have 

substantial amounts of excess reserves and very few, if any, are 

borrowing from the Federal Reserve banks, you may also be interested 

in some discussion of the new Regulation A, which became effective on 

October 1, 1937, and which relates to discounts and advances by Federal 

Reserve banks for member banks. This new regulation superseded the 

1930 edition of Regulation A and incorporated various legislative 

changes on this subject which had been made since the beginning of the 

depression. 

The first part of the regulation deals with the requirement 

as to eligibility for discount of notes, drafts, and bills arising out 

of commercial, agricultural, and industrial transactions and contains 

relatively few substantial changes from the old regulation. The legal 

limitation of maturities to 90 days, except in the case of agricultural 

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



' 

Z-82 

- 19 -
148 

paper where it is 9 months, remains unchanged. 

An important change, however, occurs with regard to paper 

the proceeds of which are advanced or loaned to some other borrower. 

The Board had previously held that paper the proceeds of which were 

advanced or loaned to some other borrower, such as paper made by 

finance companies, was ineligible for discount at Federal Reserve banks, 

with the exception of paper of cooperative marketing associations 

and of certain factors which had been specifically made eligible by 

the law. In the new regulation the requirement that the proceeds 

of eligible paper must be used "in the first instance" for the purpose 

of producing, purchasing, carrying, or marketing goods has been 

eliminated, and it is likewise no longer required that the proceeds of 

eligible paper must not be advanced or loaned to some other borrower. 

Under the new regulation, therefore, notes, drafts, or bills the 

proceeds of which have been advanced or loaned to some other borrower 

for a commercial, agricultural, or industrial purpose are eligible for 

discount, provided they comply with the usual requirements as to 

maturity. The principle underlying this interpretation by the Board 

is that paper whose proceeds are used for an eligible purpose in the 

hands of a second borrower is not rendered ineligible by the intervening 

transaction. This makes eligible for discount a large amount of paper 

of commission merchants and finance companies, including paper drawn 

to finance installment sales of a commercial character. 

Another change in the sections dealing with eligible paper 

is based on the National Housing Act of June 27, 1934, which makes 
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eligible for rediscount notes with short maturities representing loans 

made to finance tho construction of residential or fnrm buildings, if 

accompanied by a valid and binding agreement to advance the full amount 

of tho loan upon the completion of tho building~ entered into by persons 

acceptable to the discounting Federal Reserve bank~. This provision of 

the law was intended to encourage loans by banks for construction 

purposes with a vi3w to promoting recovery of tho building industry. 

A more fundrunontal chango in tho regulation appears in section 

2, which incorporates for tho firBt time provisions regarding advances 

to member banks under section lO(b) of tho Federal Reserve Act, which 

was added to tho lavr by tho so-cv.lled Glass-Steago.ll Act of February 27 ~ 

1932, for tho purpose originally of making it possible in exceptional 

and exigent circumst~nccs for m~nber bru1ks to receive credit accoumoda­

tion from Federal Reserve ba:1ks on their promissory notes collatora.lod 

by any security acceptable to tho Federal Reserve bank. This action 

was tuken to roliovo a situation existing during tho deflationary 

period when many banks with sound assets in their possession 1vcro 

obliged to close their doors because they did not have paper eligible 

for rediscount at tho Federal Rosorvo bank. Tho inability of Federal 

Heservo banks to discount sound paper unless it coi:lpliod with tho 

vligibility roquiren·,onts of tho law v.;n.s one of tho conditions tha.t 

c..gcravated tho deflationary movement. 

Section lO(b) was first enacted as a temporary cm8rgency 

measure to overcome this situation and its duration ¥ms originally 
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limited to March 3, 1933, but was later extended to March 3, 1935. 

It was originally restricted to banks with a. capital not exceeding 

$5,000 1 000, and each loan had to be authorized by the a.ffinnative 

vote of not less than five members of the Federal Reserve Board. 

These latter restrictions were eliminated by the Emergency Banking 

Act of March 9, 1933, but there still remained provisions of tho 

original law to the effect that this section could be used only in 

exceptional and exigent circumstances and only by member banks having 

no further eligible and accept~blo assets avail~ble to enable them to 

obtain adequate credit accommodations under the regular discount 

provisions of the law. In view of the temporary nature of tho 

legislation. tho provisions of this section wore not covered by a 

fonnal runondmont to tho regulation but only by circular letters sent 

by tho Bo~rd to all Federal Reserve banks outlining tho procedure for 

r.w.king such loans. 

Tho Banking Act of 1935 made this section permanent and 

further liboralizcd it by removing the requirements that in order for 

a bank to borrow under this section thoro must bo exceptional and 

exigent circumstances and that tho bank must bo unable to obtain 

adequate credit accommodations under other provisions of tho Federal 

Reserve Act. The minlinum rate of interest on these advances vms 

reduced from 1 per cent to 1/2 per cent above tho highest discount 

rate. A four months' limit on tho maturity of advances under this 

section was provided. 

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



- 22 - Z-82 

It is for advances under tho authority of section lO(b) of 

tho Federal Roservc Act that provision is made in section 2 of tho 

151 

new Regulation A. This regulation authorizes tho usc as collateral 

fo-~.,advancos, in addition to Govern."i1.ent securities and ol igiblo paper 

which could serve as a basis for advances under tho old law, tho 

various classes of paper that underlie tho financing of tho country's 

principal economic activities. In addition to certain spocifiod 

classes of assets, tho regulation provides further that, when in tho 

judgment of a Fodorul Rosorvo bank circumstances make it advisable to 

do so, it may aocept as security for an advance under this section any 

assets satisfactory to tho Federal Reserve bank. Tho regulation, 

thorcforo 1 bars no paper from usc as collateral for advances but merely 

indicates a class of preferred paper which covers all tho principal 

fields of financli1g. 

In establishing rules, which in effect muko all sound assets 

of member bcnks a potential basis of advances by tho Federal Reserve 

bunks, tho Board had in nind tho fact recognized by Congress in the 

Banking Act of 1935, that under our bunking system r1or;,bor banks carry 

tine deposits us well as dcnand deposits, und since those banks ure 

custodians of tho funds ropres,:mting the savings or capital accumulation 

of tho people, thoy properly invest a purt of their funds in long-time 

paper, und consequently provision should be made for using thon in 

caso of need as u basis of advances from tho Federal Rosorvo banks. 

Tho principles underlying tho now rogulo.tion arc tho same as 

thoso underlyinc; rccont r.wdifico.ticms of tho Federal Rosonro Act. 
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Experience hus demonstro.tod tho.t tho solvency of banks is bettor safo­

e;twrded by careful regard to tho quc..l i ty of' tho pa]_:er that thoy acquire 

than by strict observance of tho form that this paper tukos. Strict 

oligibility roquiror.10nts in the pust did not save the banking S'Jstom 

fror:1 collapse. Greo.tcr emphasis on soundness and loss emphasis on 

fon: is, therefore, t;-, sound banking principle. 

The Board wc,s also guided in its determin.r,tion of clie;ibiUty 

requirements by the recoe;nition of tho fact thc.t at D. tir.lo of a 

deflationary trend it is important for tho Federal Reserve Systo.n to 

lend with the greatest freedom consistent with so.foty. At such tines 

technical limitations on tho cho.ro.cter of eligible paper endanger 

rathur than protect tho safety of the br,nking structuro. By describing 

in the regulation tho chrxt~ctor of paper that will hc.vo first clam for 

advances the Board ho~os to encourage better and safer banking practices. 

l>t the sm10 time tho Board believes thc.t tho c.ssuranco of support in case 

of need e;iven to nomb0r bt'Lks vrith sound assets will oncouro.go those 

banks to give their co:rru'":lunitios the fina.nciul services that they require. 

1!'/hilo I am on tho subject of regulations, I would like to toll 

you so:r.tothing about the procedure follc·wod in preparing then. 

A tentative draft of each proposed regulation is sent to all 

tho Federal Reserve banks vnth a roqu0st that they give tho BoQrd tho 

benefit of their criticisns and su[;gostions. In addition to studies 

o.nd discussions by their officers and counsel, tho Federal Reserve 

banks frequently consult sono of tho raomber banks c.bout those tentative 

drafts. The critici:ms o..nd suu;ostions rosultinc fron thosu studies, 
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discussions and consultations are transmitted to the Board in writing. 

Copies of the tentative drafts of all regulations affecting 

member banks are also sent to the American Bankers Association for 

study by a committee representing the Association. Special committees 

are appointed by the President of the Association for this purpose and 

the members of each special committee are practical operating officers 

of member banks carefully selected on the basis of outstanding ability 

and special familiarity with the particular subject dealt with in the 

regulation. If there is anything impractical or undesirable in the 

proposed regulation these men are sure to find it and bring it to light. 

And, believe me, these committees really work. After each 

member has made a thorough study of the tentative draft sent to him f~r 

that purpose, they meet, exchange views on the subject and fonnulate 

their tentative views as a committee. After it has finished its own 

deliberations, the committee has a joint conference with the members 

of the Board and its staff, at which there is a full and free round 

table discussion of every point about which any question has been 

ro.ised. 

Following this joint conference the committee prepares and 

files its written report and copies are furnished to every member of 

the Board and every division of its staff. Furthermore, in our final 

report to the Board, the staff has to tell the Board what it thinks 

should be done about every definite recommendation made by the 

American Bankers Association committee. 
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Afte~ all of this study, the regulations are taken up by the 

Board for final action; and there is a further discussion of the 

regulation between the members of the Board and the members of the 

staff and frequently further changes are made in the regulation before 

it is finally adopted. 

~nile it is impossible to reconcile all conflicting viewpoints 

or to adopt all suggestions made from these various different sources. 

nevertheless it is believed that this thqrough discussion nnd the 

attending criticisms and suggestions from so many different sources 

tend to ~roduco regulations which are as reasonable and workable as 

it is possible to produce by any method. Certainly it provides 

elaborate safeguards against tho dungor of the issuance of regulations 

which are undesirable or unworkable from u practical bunking standpoint. 

In conclusion. pleaso pvrmit me to remind you that the Federal 

Reserve Systom is not something separate and upurt from the mambor bunks. 

They are us much a part of it as the Federal Reserve banks or the Board 

in Washington; and it is very much in their interest and in the public 

interest for them to cooperate with the Board in every possible way and 

to join with the Board and the Federal Reserve bunks in their efforts 

to improve our banking system. in order that it may render to this 

groat oountry of ours the greatest possible public service. 
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BO.ARD OF GOVEHNORS 
OF THE 

FEDE.RAJ., RESERVE SYSTEM 

STA'l'Elvll<J\"TT FOR '11-IE PRESS 

R-195 155 

For release in morning papers, 
Saturday, February 26, 1938. 

The following summary of general 
business and financial conditions 
in the United States, based upon 
statistics for January and the 
first three weeks of February, will 
appear in the March issue of the 
Federal Reserve Bulletin and in the 
monthly reviews of the Federal Re­
serve banks. 

The decline in business activity, which had been rapid during the 

last quarter of 1937, continued in January but at a slower rate. 

Production 

Volume of industrial production, as measured by the Board's sea-

sonally adjusted index, was at 81 percent of the 1923-1925 average in 

January as compared with 84 percent in December. Output of durable 

goods continued to decline, reflecting chiefly considerable decreases 

in production of automobiles and plate glass and a further decline in 

output of ltunber. Steel ingot production increased somewhat, the out-

put for January averaging 30 percent of capacity. In the first three 

weeks of February, activity at steel mills showed little change at 

about 31 percent of capacity, while production of automobiles was at 

a lower rate than in January. 

In the textile industries, activity at silk and rayon mills in 

January showed a sharp rise from the low levels reached in December. 

At cotton mills, however, there was less than the usual seasonal in-

crease and output of woolen products continued in Sllk'1ll volume. Shoe 

production, 11rhich also had been at a low rate in December, increased 

considerably in Janue..ry, and activity at meat-packing establishments 
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rose somewhat further. Output of tobacco products remained at a high 

level, while sugar meltings declined. At mines, bituminous coal pro­

duction was considerably smaller th'm in December, und there V>JaS also 

a reduction in output of nonferrous metals. Petroleum production con­

tinued ~i.t the high level of other recent months. 

Value of construction contract.s uwarded in January wus smaller 

than in December und somewh<.:..t below the level maintained durtng the 

last four months of 1937, •.:.ccording to figures of the F. W. Dodge Cor­

porJ.tion. Contracts awarded for :public projects increased somewhat 

further, while awards for private work continued to decline, reflect­

ing a further decrease tn residentinl building and a sharp reduction 

in awards for 1'actory construction. In the first half of February 

awards for private projects were at about the same rate as in January, 

whHe those for pubUc work showed a sharp decline. 

Employ1nent 

Factory 8rrtploymer..t and payrolls declined substantially further 

between the middle of December and the middle of January. In the dur­

able goods industries, decreases in employment were general and were 

particularly large at factories productng cutomobilos, steel, and ma­

chinery. Employntent in nondu:ruble goods industries showed a somewhat 

smaller decline than in previous months. There was some increase in 

the number employed at shoe factories and little change in the food 

industries as e group, but in other nondurable goods industries employ­

mont continued to decrease. Employment on the rnilroads, in mining, 

:::md in the construction industry ulso declined. 
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Distribution 

Dep[lrtment stores sales shovmd a seasonal decreo.se from December 

to Janu.'lry, whiJe sales at v.:1rioty stores and mail order sales de­

clined by more than the usual se:tsono.l amount. 

Freight-c£tr loadings continued to decline in January, reflecting 

principally a reduction in shipments of coal. 

Corrnnodi tv prices 

Prices of steel scr11p and nonferrous motD.ls declined from the 

middle of January to the third week of Fubruary, following some ad­

v.::tnce in Decombor and the early p.:trt of Jnnum .... .f. There were further 

docroo.scs in some other basic commodi tics, vrhile prices of cotton and 

silk advanced. Livestock products continued downward and a number of 

finished industrial products declined further. Prices of pig iron .'J.nd 

most finished stool products have boon reaffirmed for second quarter 

dedi very. 

Bank credit 

During tho first three weeks of Fobruo.ry excess reserves of mem­

ber banks were little changed from tho level of $1,40o,ooo,ooo roached 

o.t the end of January following the post-holiday return of currency 

from circ~uation. 

During January there were substantial reductions in commercial 

lo~ms and brokers 1 loans m1d moderate increases in investments ~t re­

porting member banks in 101 leQding cities. In the first three weeks 

of Fcbrunry loans and investments of these bnnks showed little change. 

Money ratos 

Rates on Treasury bills and yields on Treasury notes and be-nds 

continued in February at the low .lovols roached in the latter part 

of Jo.nua~;. 
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BOARD CJF GCJVERNCJRS 
OF' THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-196 iSS 

ADDREBB CF"F"ICIAL CCRREBPCNDENCE 

TC THE BOARD 

Februar.y 26, 1958. 

SUBJECT: Code Words Covering New 
Issues of Treasury Bills. 

Dear Sir: 

In connection with telegraphic transac-

tions in Government securities between Federal 

.reserve banks, the following code words have 

been designated to cover new issues of Treasury 

Bills: 

NOZMEN - Treasur.y Bills to be dated 
March 2, 1958, and to mature June 1, 
1958. 

NOZMIS .... Treasur.y Bills to be dated 
March 2," 1958, and to mature June 16, 
1958. 

truly yours, 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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WARD Of GOYERNORS 
OF THE 

:FEDERAL RESERVE SYSTThi 

STATEMFNT FOR THE PRESS 

For immediate release February 28, 1938. 

The Board of Governors of the Federal Reserve 

System today announced the a~pointment of Howard 

Phillips, Executive Vice President of the Dr. P. 

Phillips Co., Inc., Orlando, Florida, as a direc-

tor of the Jacksonville branch of the Federal Re-

serve Bank of Atlanta for the unexpired portion of 

the term ending December 31, 1939. 
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BOARD OF GOVERNORS 
CF THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

160 

R-198 

:March 4~ 1938 
ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

Dear Sir: 

SUBJECT: Call Reports of State Bank 
Members and their Affiliates 

There have been forwarded to you today under separate cover 
the indicated number of copies of the seven forms attached hereto~ 
for the use of State bank members and their affiliates in submitting 
reports as of the next call date: 

Number of 
copies Form 

Form FR 105~ Report of condition of State bank member, 

Form FR 1 05b (Schedule 110 11 ) ~ Loans and advances to 
affiliates and investments in and loans secured 
by,obligations of affiliates. 

Form FR 105e, Publisher's copy of report of condition 
of State bank member. 

Form FR 105g, Alternate Schedule E, Loans and Discounts. 

Form FR 220, Report of affiliate or holding company 
affiliate. 

Form FR 220a, Publisher's copy of report of affiliate 
or holdine company affiliate. 

Form FR 220b, Instructions for preparation of reports 
of affiliates and holding company affiliates. 

The number of copies of Forms 105b1 220, 220a~ o.nd 220b being 
forwarded to you is based on the requirements therefor as reported in 
response to the Bo~rd's inquiry. 
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The only change made in Form FR 105 since the last cull for 

reports is the elimination from Schedule E of item 91 "Total loans eligible 
for rediscount with Federal Reserve Banlc". It is understood that the 
Comptroller's office will elin1inate the same item from the national ba~~ 
cull report form when that form is reprinted. Form FR 220b has been re­
vised by substituting the amended te14ns of waiver applicable to reports 
of affiliates, a copy of which ~us inclosed with the Board's letter S-52 
of December 22, 1937. No change has been made in any of the other forms. 

The same procedure should be followed as on the last call for 
condition reports in mailing blank forms to State bunk members, exo.min­
ing the reports, and forwarding copies thereof to the Board. The usual 
sunnnury statement should be mailed to the Board shov'iing the classifica­
tions of loans and investments, by classes of banks, in time to reach 
the Boo.rd w:i.thin three weeks after the date on which the cull is made, 
if pra.cticable. 

Inclosures. 

Very truly yours, 

Chester Morrill, 
Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE EAf\lKS. 
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BOARD OF GOVERNORS 

OF' THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

AOORESS OF"F"ICIAL CORRESPONDENCE 

Dear Sir: 

TO THE BOARO 

March 4, 1938 
R-199 

Referring to the BoP.rd's letter R-164 of January 13, 1938, 
following is n statement of changes reported during Februar,y in 
the list of nonmember banks that have in force agreements with 
the Board pursuant to the provisions of ~ection 8(a) of the Secur­
ities Exchange Act of 1934: 

Michigan 
Detroit 

Michigan 
Detroit 

Deletion 

Commonwealth-Commercial State Bank 

Addition 

Commonwealth Bank 

The Commonwealth-Commercial State Bank should be added to 
the list (R-164-c) of nonmember banks which changed their names 
after filing agreements with the Board of Governors of the Federal 
Reserve 8,ystem pursuant to the provisions of Section 8(a) of the 
Securities Exchange Act of 1934, with the following note: 

(Name changed as of January 27, 1938, 
to "Commonwealth Bank") 

Very truly yours, 

----
L. P. Bethea, 

Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

163 
R-200 

ADDRESS OF"F"ICIAL. CORRESPONDENCE 

TO THE BOARD 

March 5, H338. 

SUBJECT: Code Words Covering New 
Issues of Treasury Bills. 

Dear Si.r: 

In connection with telegraphic transac-

tions in Government securities between Federal 

reserve banks, the following code words have 

teen designated to cover new issues of Treasury 

Bills: 

NOZMUD - Treasury Bills to be dated 
Nlnrch 9, 1938, and to ma t.ure Ju..."le 8, 
1938. 

NOZ~f!YL - Truasury Bills to be dated 
March 9, 1938, and to mature June 16, 
11;138. 

truly yours, 

J. c. Noell, ~ 
Assistant Secretary. _/ 

TO PRESIDENTS OF AJ.,L FEDERAL P..ESERVE BANKS 
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BOARD OF GOVERNORS 
OF THE 

.R-201 
164 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

March 8, 1958. 

Dear Sir: 

There are inclosed herewith 

copies of statement rendered by the 

Bureau of Engraving and Printing, 

covering the cost of preparing Fed-

eral reserve notes for the month of 

February, 1938. 

Ver-y- truly yours, 

Inclosure. 

O. E. Foulk, 
Fiscal Agent. 

ADDRESS OI'I'ICIAL CORRESPONDENCE 

TO THE BOARD 

TO PRE,SIDENTS OF ALL FEDEHAL RESERVE BANKS. 
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R-201-a 

Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

Februart 1 to 28, 1958. 

Federal Reserve Notes, Series 1954 

Total 
i·lO ~20 Sheets Amount 

Boston 105,000 20,000 125,000 $ 12,000.00 

New York 185,000 45,000 230,000 22,080.00 

Philadelphia 90,000 25,000 115,000 11,040.00 

Cleveland 90,000 90,000 8,640.00 

Richmond 40,000 50,000 70,000 6,720.00 

Atlanta 45,000 45,000 4,520.00 

Chl.cago 100,000 55,000 155,000 14,880.00 

St. Louis 60,000 60,000 5,760.00 

Minneapolis 30,000 50,000 2,880.00 

Kansas City 30,000 20,000 50,000 4,800.00 

Dallas 15,000 15,000 1,440.00 

San Francisco 75,000 40,000 115,000 11,040.00 

865,000 235,000 1,100,000 $105,600.00 

1,100,000 sheets, @ ~96.00 per M, ... $105' 600 .oo 
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BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-20{~ 

166 

ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

Mm:·ch 8, 1938. 

SUBJECT~ Code Word Covering New 
Issue of Treasury Bonds. 

Dear Sir: 

In connection 1Ni th telegraphic transac-

tions between Federal. reserve banks covering 

Government secu:d ties, the following code word 

has been designated to cover a new issue of 

Treasur:l Bo11ds: 

NOWDIM - 2 1/:2% Treasury Bonds 
of 1948, to be dated March 15, 
1930, and to mature September 
15, 1948. 

truly yours, 

Assistant Secretary. 

TO PRESIDEJ:JTS OF ALL FEDERAL RESEIWE B.4NKS 

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



BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 
WASHINI3TON 

R-205 

:167 

ADDRESS OFFICIAL CORRESPONDENCE 

TC THE BOARD 

March 12, 1958. 

SUBJECT: Code Word3 Covering New 
Issues of Treasury Bills. 

Dear Sir: 

In connection with telegraphic transac-

tions in Government securities between Federal 

reserve banks, the following code words have 

been designated to cover new issues of Treasury 

Bills: 

NOZNAK - Treasury Bills to be dated 
March 16, 1958, and to mature Jurw 15, 
1938. 

NOZNED - Treasury Bills to be dated 
March 16, 1958, and to mature June 17, 
1938. 

Very truly yours, 

/ 

TO PRESIDEUTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
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FEDERAL RESERVE SYSTEM 
WASHINGTON 
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R-204 
ADDRESS DF"F"ICIAL. CORRESPONDENCE 

TO THE BOARD 

Dear Sir: 

March 14, 1938 

SUBJECT: Functional Expense Exhibit~ 
Second Half, 1937 

There is inclosed a copy of the Board's functional expense 

exhibit for the second half~ 1937, which has been campiled from the 

semi-annual fUnctional expense reports (Form E) received from all 

Federal Reserve banks and branches. Additional copies of the exhibit 

are being forwarded to your bank under separate cover. 

In accordance with a reconunendation of the Presidents' Con• 

ference Connnittee, which recently reviewed suggested changes in the 

functional expense report and in tho Manual of Instructions governing 

its preparation, tho fUnctional expense exhibit, b~ginning tho first 

half, 1938, will show approximately the srunc detc.il for each function 

and expense unit as is contained in tho functional oxponso reports. 

Inclosure 

Vory truly yours, 

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

TO PRESIDENTS OF ALL FED.:m.AL Rl~SERVE BANKS 

-t. ___ _ 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For immediate release 

R-205 

March 14, 1938 

The Board of Governors of the Federal Reserve System 

today announced the appointment of Henry I. Harriman of Boston, 

Massachusetts, as a class "C" director of the Federal Reserve 

Bank of Boston for the unexpired portion of the term ending 

December 31, 1940. 
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BOARD OF" GOVERNORS 170 OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

ADDRESS OFFICIAL. CORRESPONDENCE 

TO THE SOARD 

March 14, 1938. 

Dear Sir: 

There is attached a cop,y of the re­
port of expenses of the main lineo of the 
Federal Reserve Leased Wire System for the 
month of February, 1938. 

Please credit the amount payable ~J 
your bank to the Board, as shovm 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 tl1e Federal Reserve System, 
and advise the Federal Reserve Bank of Rich­
mond b"<J wire the amount and purpose of the 
credit. 

Inclosure. 

Very truly yours, 

~~ 
O. E. Foulk, 
Fiscal Agent. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Federal 
Reserve 

Bank 

Boston 
New York 
Philadelphia 
Cleveland 

Richmond 
Atlanta 
Chicago 
St. Louis 

Minneapolis 
Kansas City 
Dallas 
San Francisco 

Board of 
Governors 

Total 

R-206-a 171 

REPOHT OF EXPENSES OF MAIN LINES OF FEDERli.L RESERVE 
LEASED WIRE SYST.EM FOR THE MONTH OF FEBRUARY, 1938. 

Words Sent 
Total 

Expenses 
Number by N. Y. Pro Rata Paid 

of Words Chargeable Words Share of by Banks 
Sent to Other Charge- Total Ex- and 

F.R. Banks able penses(l) Board(2) 

28,555 1,656 30,211 $ 503.25 $ 251.78 
85,551 85,551 1,425.10 1,020.06 
24,163 1,657 25,820 450.11 236.61 
55,759 1,700 '37,439 625.65 228.55 

36,591 1,676 58,267 657.45 184.14 
51,011 1,606 52,617 876.49 276.07 
62,599 1, 712 64,511 1,071. 29 1,157.78 
54,559 1,615 56,172 955.71 .. 245.72 

23,696 1,594 25,290 421.28 155.55 
54,462 1,641 5G,l05 954.56 259.18 
51,615 1,604 53,219 886.52 267.75 
64,023 1,720 65,743 1,095.14 380.53 

368,872 368,872 6,144.63 11,341.68 

941,436 18,179 959,615 $15,985.18 $15,985.18 

Payable 
to 

Board 
of Gov-
ernors 

$ 251.47 
405.04 
195.50 
595.32 

453.31 
600.42 

86.49(*) 
689.99 

285.75 
675.58 
618.77 
71<1,.61 

$5,285.54 
86.49(a) 

$5,197.05 

(1) Based on cost per word ($.01665791) for business handled during the month. 

(2) Payments by banks are for personal services and payments by Board arc for per~ 
sonal services ($1,472.80) and wiro rental ($9,868.88). Personal services in­
clude salaries of main line operators ru1d of clerical help engaged in work on 
mail1 line business, such as counting the number of words in messages; also, 
overtime ~:md supper money and Retirement System contributions at tho current 
service r~te. 

( ~<-) Credit 

(a) Amount reimbursable to Chicago. 
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BOARD OF GOVERNORS 
OF' THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

R-207 

172 

ACCRESS CF"FICIAL. CCRRESPCNCENCE 

TC THE BCARC 

March 14, 1958. 

Dear Sir: 

Referring to the Board's letter of Februar.y 18, 

1958, R-189, subject Holidays During March, the Board is 

now advised that the Governor of Utah has declared Mon-

day, March 28, a legal holiday in that State in observ-

ance of Arbor Day, and the Salt Lake City Branch of the 

Federal Reserve Bank of San Francisco will be closed on 

that day. Please include trru1sit clearing credits of 

March 28 for the Salt Lake City Branch with your cred-

its for the following day. 

Please notify branches. 

Very truly yours, 

J. c. Noell, 
Assistant Secretary • . 

TO PRESIDENTS OF ALL li'EDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
OF" THE 

R-208 

FEDERAL RESERVE SYSTEM 173 
WASHINGTON 

ADDRESS CFF'IC:IAL CORRESPONOENC.E 

TO THe; ·a OAR 0 

March 17, 1938. 

SUBJECT: Holidays dur·:Lng April, 1958. 

Dear Sir: 

The Board of Governors of the Federal Reserve System is ad­
vised thn.t the follovling holidays will be obsr7.rved by Federal Reserve 
bauks and branches during the month of April~ 

April 8 (Friday) , Forefathers 1 Day 
Philadelphia 
Pittsburgh 

April 12. (Tuesday) , Halifax Day 
Charlotte 

April 13 (Wednesday), 'I'homas Jefferson's Birthday 
Birmingham 

April 15 (Friday), Good Friday 
Philadelphia 
Pittsburgh 
Bal ti:.1ore 
Jacksonville 
Nashville 

April 18 (Monday), Easter Monday 
Chn.rlottc 

April 19 (Tuesday), Patriots' Day 
Boston 

New Orleans 
Havana Agency 
Memphis 
Minneapolis 

April 21 (Thursday), San Ja.cinto Day 
Dallas Houston 
El Paso San Antonio 

April 22 (Friday), Arbor Day 
Omaha 

April 26 (Tuesday), Southern Memorial Day 
Atlanta Jacksonville 
Birmingham 
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dn the dates given the offices affected will not participate 
in either the transit or the Federal Reserve note clearing through 
the Inter-district Settlement Fund. Please include transit clearing 
credits for the offices affected on each of the holidays with your 
credits for the following business day. No debits covering shipments 
of Federal Reserve notes for the head offices concerned should be in­
cluded in your note clearings of April 8, 15, 19, 21 or 26. 

Please notify branches. 

truly yours, 

J. c. Noell, 
Assistant Secretary. 

'TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVEBliiORS 
OF THE_ 

FEDERAL RESER~t SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers 
Saturday, March 19, 1958. 

R-209 

March 17, 1938. 

'l'he Board of Governors of the Federal Resorve System has adopted the 

175 

following amendment No. 1 to its revised Regulation T, effective March 21, 

1958: 

Amendment No. 1 of Revised Regulatlon T - Effective March 21, 1938. 

1. Section 4(b) of said regulation is amended by striking out the 
word "and" after the semicolon in paragraph (2) of' said section, by 
striking out the period at the end of paragraph (5) of said section 
and substituting therefor a semicolon and the word "and", and by 
adding at the end thereof a new paragraph reading as follows: 

" ( 4) A transaction consisting of a withdrawal of cash 
or registered or exempted securities from ~~e account shall 
not be subject to the restrictions specified in the second 
paragraph of section 5(b). 11 

2. The second paragraph following paragraph (2} of section 4(c) of said 
regulation is amended by adding the following sentence at the end thereof: 

"If any shipment of securities is incidental to the consumma­
tion of a transaction in a special cash account, the period 
applicable to the transaction under the foregoing provisions 
of this paragraph or the preceding paragraph shall be deemed . 
to be extended by the number of days required for such ship­
ment, except that the total extension of such period pursuant 
to this sentence shall not exceed 7 days for any transaction." 

3. Paragraph (2) of section 4(f) of said regulation is amended to read 
as follows: 

11 (2) Effect and finance, for any member of a national 
securities exchange who is registered and acts as an odd-lot 
dealer in securities on the exchange, such member's transac­
tions as an odd-lot dealer in such securities, or effect and 
finance, for any joint adventure in which the creditor par­
ticipates, any transactions in any securities of an issue 
with respect to which all participants, or all participants 
other than ~~e creditor, are registered and act on a national 
securities exchange as odd-lot dealers.'' 
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BOARD OF GOVERNORS 
OF THE 

lfEDERAL RESE!IVE SYSTEM 

STATEMEN'r ]'OR THE PRESS 

For release in morning papers, 
Monday, March 21, 1938. 

R-210 

The following ruling will appear in the Federal Reserve Bulletin. 

Time When Guarantee Is Filed With 
Secretary Of Exchange 

176 

Under section 6(c)(2) of Regulation T, one of the requirements for 

a guarantee being given effect for the purposes of the regulation is that 

tta duplicate original of the guarantee has been filed with the secretary of 

a national securities exchange of which the creditor is a member or through 

which his transactions are effected". 

The Board recently considered a cas•3 in which a creditor had re-

ceivod a guarantee that satisfied all other requiren1ents for its effective-

ness under the regulation, but the creditor's office was located at such a 

distance from an appropriate national securities exchange that it would re-

quire several days for the duplicate original to reach the secretary of the 

exchange by mail. The question presented was whether in such circumstances, 

if the creditor mailed the duplicate original to the secretary of the ex-

change and also advised the secretary of these facts by telegraph, the cred-

itor might thereupon treat the guarantee as having been appropriately filed·., 

instead of allowing time for the duplicate original to reach its destination. 

It is recognized that' filing requirements of other statutes or 

regulations frequently are held not to be complied with until the docu-

ment in question has been received in the off'ice of the person with whom 

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



177 
E-210 

it is to bi;;J filed. The Board expressed the opinion, however, that in view 

of the purposes of this rec;ui:r·emont in Regulation T it would be proper in 

a case such as that descr;.b ed to trent the duplicate original of the guar-

antee as hrw:l.ng been filed with the secretary of the exchange as of the 

timo when tho duplicate original has b0en mailed to him and he has been 

advised by telegraph. 
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BOARD OF GOVERNORS 
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FEDERAL RESERVE SYSTEM 
WASHINGTON 

H.-211 
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ADDRESS OFFICIAL. CORRESPONDENCE 

TO THE BOARD 

March 19, 1958. 

SUBJECT: Code Word3 Covering New 
Issues of Treasury Bills. 

Dear Sir: 

In connection with telegraphic transac-

tions in Government securities between Federal 

reserve banks, the following code words have 

been designated to cover new issues of Treasury 

Bills: 

NOZNIP - Treasury Bills to be dated 
Uarch 23, 1938, and to mature June 17, 
1938. 

NOZNOE - Treasury Bills to be dated 
March 25, 1958, and to mature June 22, 
1938. 

Ver; truly yours, 

J. C. };oell, 
Assiste.nt Secretary. 

TO PRBSIDF.NTS OF ALL FEDERAl, RES~RVE BANKS 
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BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINI3TCN 

R-i-212 179 

ADDRESS OFFICIAL CORRESPONDENCE 

TO THE BOARD 

Marcl1 21, 19?-8. 

SUBJECT: Monthly Report of Bank and 
Public Relations .Activities. 

Dear fir~ 

'Ihore is :i.nc:Lc:-J8d i'or your J.nforma-

sub::Li.tte:\d oy the Fede:r~:tl RGserve bcuks fo::.· 

th2 month nf Ft;bruar,y l.n reepcmse t(. the 

f3:.;,qrd 1 s J E:Lte:;: of t.:Ll€u;~-c 25, l£56 (X-96t:O). 

Inclosure. 

V ~· r.r tr1.:.1;r ;yours, 

Chu~ta~ ~orrill, 

::ec:cekry. 
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March 16, 1938. 

TO 

FROM 

The Board of Governors 

Mr. Hammond, 
Division of Bank Operations 

SUBJECT: Summary of Bank 
Relations Reports. 

Reports of bank relations as requested in the Board's letter 
of August 25, 1956 (X-9680) have been received for the month of Feb­
ruary and excer·pts therefrom will be found on the following pages. 
A table showing for all twelve banks the number of visits made, meet­
ings attended, and addresses dE;livered has also been prt:pared and 
follows the quotations. 

The reports reflect a prevailing low .level of business activity. 
In some l.ocr-'li'Lies conditions epp~:~u· to have gro-vm worse since the 
first of the year, but ln others there n.ppears to hD.ve been defi.ni te 
improverJ.en t. 

Hev1 York, CleV"c.land and Atl.antc. mention an active interest on 
the pe.rt of bcmkers in F. H. A. fin:.1nc:ing. This interest r.ppc:ars to 
bo greatest in thtJ field of modernization .ionns. Philad2lphic. rsports 
on the other hand that brnk('rs have dono V8ry little F. H. A. fiwmcing. 

Nevi York, Clcvc-L1nd and Hicbmond mer:tion a notice<.tble tendency 
to-r1ard the connolidation of banks of reletivoly smo.ll size, in some 
cases invo1··1ing brench oper2.tions. 

In various districts tho e.cti V'i ty of br:.nks in developing cor­
respondent business is ment:ionsd. Chic[tgo mentions the c~we of a coun­
try br..nk in Michig&n that is organizing a clearing and collection ser­
vice among neighboring banks of smaller ;-;ize which will carry their 
accounts with it. In cormc)ction with the importance with v:hich banks 
regard the correspondent relationship, the increase in reserve require­
ments continues to be a matter of sor.1e dissati.i:,fr.ction. It is also 
mentioned o.s interfering with investrtents. 

Minneapolis and Kc.tnsas City mention particularly the concern 
which bankers feel cv<"r the Patnsn Bill; therE:' is apparently widespread 
conviction that the measure is E~ thr0at to the indepsndence of the 
privately mar:aged bank. According to Kans::ts City, the opposition to 
the measure seems to be strong<or t:.mong small banks thnn large ones. 

Excerpts from the reports follow: (The rerorts themselves are 
attached to the original hereof.) 
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Boston 

(Boston attended five bunkers• meetings but made no visits to 
individual banks during tte month.) 

New York 

!lbany and Schenectady Counties, New York 

Although there has been some decline in industrial activity in 
and around Albany, especially in the railroa.d yards and shops, the vol­
ume of general businel3s has been comparatively stable during the ·past 

181 

six months and department store sales during the 1957 Christmas season 
were about equal to the totals of the previous year. Increased activity 
of the various departments and bureaus of New York Stote, the primary 
factor in the Albany employment and general business situation, has tended 
to offset the decline in industry. 

In Schenectady, the &eneral Electric Company's 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 scale through the first half of 19~8, they now predict thnt 1958 
volume may be 50 per cent under that of 1957. The American Locomotive 
Corporation plant, which employed as many as B,OOO pE:ople last year, 
has been practically closed since January 1 and although the corporation 
received a small amount of repo.ir work which was expected to carry a 
limited force t:b.rough February, thero 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 
emplo~nent than in 1952. 

Westchester County, New York 

One membor bank in Tarr,rtovm (with deposits 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 ~r5,620,000 of such obli­
gationf:. Most of the mortgages granted by this bank are on homes located 
in Brooklyn and Queens and have been arrnnged through a mortgage broker 
in Jamaic~., Long Island. Since the enactment of the new housing bill 
the bcmk has received applications totaling ~267 ,000 for 90 per cent 
mortg::.tges. The directors are so pleased with the experience their in­
stitution has had in servicing Federal Housing Administration mortgages 
that they are nov; considering the formation of a nation.;"l mortgage com­
pany to service F'ederal Housing mortgages on large apartment houses. 
Fifteen other commercial banks in the county have grc.nted an aggregate 
of $2,756,000 Federal Housing Aruninistration mortgage loans. 

Most of the manufacturing plants have curtuiled their operations 
materially since last October. In Yonkers, t:P,e Alexander Smith n.nd Sons 
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New York continued 

Carpet Company, which normally gives employment to 5,500 people, is now 
employing about 5,000 on a 2t day c. 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 5 day a week basis and. has reduced the number of 
employees from 5,000 to less than 1,500, dec~asing the weekly payroll 
to $35,DOO as compared with $52,000 last October. 

Last October the Chevrolet and Fisher Body plants in North Tarry­
town were employing a total of 5,500 workers but during the last two 
JllOnths of 1957 these shops were practically 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 days 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 experier.ce with the similar class 
of loans under the first authority, and to the fact that these loans have 
given their banks a profitable source of income. 

The president of 9. nonmember trust company made the rema,rk, although 
not in the form of a criticism, th~tt the increase in reserve requirements 
had tied up funds that might otherwise have been used to purchase more 
outstBnding morteage partici:ration certificntes (these not being guaran­
tead by the trust ccmp~.ny) in which event the underlying mortgages could 
have been taken directly into the bLnk's portfolio with co.11cequent bene­
fit to the earnings of the institution. 

The business recession has affsct~,d the larger basic industries 
in this county to a greater sxtent thc.n the smaller miscellaneous manu­
fEtCturing concerns. The General Motors Corporution' s pltmt in Linden is 
at present emplnying 800 which is less thrn one-third th0 number employed 
last summor, and most of them are now Viorking only three days a week. 
The Mack Truck division of the Intermttional Motor Corporation's factory 
in Plainfield still has its 500 to 600 employees on the payroll but the 
plant ru:.s been operating only two or three days a week. 

Tho largest single industry, the Singer Manufacturing Company, con­
tinues to giv0 steady employment to its normal force of workers numbering 
about 5,700; and the Diehl i.ianufacturing Company, a subsidiary of the 
Singer company making rmall motors and fnns, hns some contracts from the 
Navy Depa:r-tment ~md continues to operate with an extra shift. Tht-J vari­
ous oil corr:panics including the Stm1dard Oil Company of New J ..;rsey and 
the Sincb.ir Oil Company hrlVf:l nls0 1r1a:i.nto.ined steady employment. The 
l::imr;•ons Company, manufacturars of mattresses e.nd furniture, is now eJ;1-

ploying its nor;nal f'orcG of 2, 000 Rfter a seasonal lay off of a part of 
its help. 
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New York continued 

Among some of the large concerns in the Elizabeth industrial area 
which have been obliged to curtail their opero.tions are: American Type 
Founders Company, manufacturers of printers' type and printing presses) 
which is now running at only 50 per cent of capacity; the Dupont Company, 
manuf<.cturing chemicals and acids, has laid off about half its normal 
force of l, 000; the General Aniline Works, Inc., mR.nufactm·ers 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 respective 
communities as being fair to good. A business decline was reported in all 
of the industrial tovoms. Some improvement; however, has been noticed 
since the beginning of this year. Hc~avy industries and those engaged in 
the manufacture of tools and machinery used in the production of automo­
biles are slack and little improvement in the latter is expected until 
automobile output is speeded up. The hosiery, knitting, and other needle 
industries have oper-:tted more steadily than any of the others, providing 
employment for a large number, the majority of whom e-re 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 Fedenl Government Nuval program. 

The agricultural sectiono enjoyed a fairly good yeaz·. Crops did 
not bring the prices anticipated. but becnuse of the large quantities 
profits were realized. This, however, did not hold true -with 12pples, as 
large quanti ties Wf;re pln.ced in storage in anticipation of better prices 
~hich wer~ not forthcoming. To reliove the market somewhat, the Federal 
Surplus Commodities CorporatioH is purchasing large quantities. This is 
essential as several Vhrieties must be moved very shortly or they will be 
unfit for marketing. E3atisfactory returns from the fattening of staers 
for slaughter appear to be doubtful this year and bankers fear that the 
farmers will suffer losses. 

Manufacturers and c~1nnerr: developed large inventories because of 
low prices and poor business conditions but recently have received orders 
which will permit them to make some sulos. As th~ inventories are liqui­
dated, bank debts are being repaid and in those cases where the bc,nks have 
borrowed from the reserve bank they, likewise, are reducing their obliga­
tions. 

Demand for credit accommodation is fair but in most banks the total 
invested in loans, discounts, and mortgages is decreasing. The prevail­
ing rates charged are between 5 and. 6 per cent. Lower rates are charged 
on prime risks and loans secured by listed marketable collutera.l. Liquidation 
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Philadelp41.£ continued 

is considered satisfactory. In some instances bn.nkers do not wish their 
better lines reduced tecause of the income they provide and their inability 
to reinvest the funds at a satisf[~ctory rnte. There has been very little 
F. H. A. activity and very few comments were heard regarding the ~ew pro­
visions of the National Housing Act. Corr.ments regarding Federal agencies 
in most instances were fovorable. 

Investment accounts continue to be the most vitetl problem because 
of depreci:1tion. Depreciation in securities in some of the ban1.e is caus­
ing capitnl impairments. How(::ver, at only one bank h<J.ve the directors been 
I'i'"quested to post a guarantee. Few securities other than those of th8 
United States Government are being purchased, banks preferring to hold idle 
cash rather tr.l'..tn to enter the market at this particular time. 

D<cposi ts show a gonGral incr8ase and various interest rates ore being 
paid on time end savings accounts. One bank has reduced its rete to 2 per 
cent on the first $5,000, and 1 percent on the b1:lance. Others o..re paying 
2 per cent, but the mc.jority continue to pay the maximum x-ate. Efforts 
h2ve been made through county associations to have banks adopt & uniform 
rate but so fu.r h11ve not been successful. 

Cleveland 

Practically half of the banks visited during February were called 
upon in connection with the new check collection plan which was made effec­
tive January 31, 1958; n.nd the f:L8ld force was o.ugmented for that purpose 
by tho addition of six sxtra representatives from the mc.in office:, and one 
extra representr:j ti ve from eo.ch of the two branch offices. These visits 
were limited to banks which usually could take advantage of the loter clos­
ing houx-. The new ple..n ~ppears to be favored by the majority of b:mks and 
there has been a fairly substwtial increase in the number of i terns handlf)d. 

While business continued at low and still receding levels thae is 
somewhat of an upturn in certain sections. Signs of improvement are es­
pecially noticeablE. in the Beaver Valle;;· district of Pennsylvania, and in 
some portions of southwestern Ohio. 

A substantial number of banks report declines in demand dcpodts. 
Many banks are expanding their ovm portfolios largely through F. H. A. loans. 
At some points in northwestern Ohio the demand for credit accommodations 
mGntioned in lnst month's report continued, and some banks in the reserve 
cities have commented on some decline in correspondent bank bslances. 

gers or 
banked. 
dations 

The pressure of low earnings is encouraging tr.lk of voluntary mer­
consolidations between h:mkc in communi ties which cloarly are over·­
This is true in sections where no pressure to effect such consoli­

has been applied by any of the supervising .s.gencies. 
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185 
Richmond 

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

'I'he Federal Deposit Insurance Corporation is gJ.vJ.ng close attention 
to banks which are in unsatisfactory condition. Small banks in overbanked 
tovms are being encourr:1g~d to sell out to or merge with other brmks. In 
some cases unit b~~nks m.'J.y become branches. We understand that the Bank 
Commissioners r.tre cooperating with the F.D.I.C. in this progr~m and that 
they arE: meeting with fair success. 

The Corporation is endeavoring to get nonmember insured banks to 
charg.~ 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 bonds in the four 
highest grades and takes the position that banks should provide for the 
deprociation in the entire inveotment account. 

Maryland 

Duo to the diversification of business, the number of unemployed in 
Baltimore is leso than in most large cities. The Sparrows Point Plant of 
the Bethlehem Steel Company7 one of the largest employers of labor in the 
Fifth district, now employs 20,500 persons three days u week as against a 
capacity force of 25,000. The ce:mparatively good showing of this particu­
lar steel plant is said t.:• be uue to several favorable facturs including a 
water front location. 

The Glenn 1. Martin Company, manufacturers of airplanes, expanded 
their business and increased the number of e~ployees materially during 1937, 
and the outlook for 1938 is even better. 

The brokers and investment bankers generally are depressed on account 
of the smnll volume of security business. Some small firms have gone out 
of budness !J.Ud others have reduced their personnel. 

Virginia and the C!:irolinas 

Tobt~cco manufacturing h-'ls remained stable. 

Textile n1ills are operating on an average of about 50% to 60% of nor­
mal, which is a slight improvement over December, 1957. Inventories have 
been reduced in finished goods and combed yarns. The makers of full-fashioned 
hosiery continue to occupy a more favorable position than the manufacturers 
of seamLess hose and half-hose. Additional plants for the manufacture of 
full-f.:~shioned hosiery are in the process of construction in North Carolina. 
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Richmond continued 

Two of the leading furniture manufccturers are operattng four days 
a week and have :;.1.0 excess ir;ventorie::. The m~mufacturers of hit;h--gr&de 
furniture are doing better thr..ri the mc.kers c,f lo,;ver grades. As e. •vhole, 
they ·bellevo business in their line will improve by spring. 

Atlanta 

In Ft~bru:;.ry visits were made to twenty-nine banks in centrc:l Flori0a. 
The pd.ncipa.l occupations in this part of the stnte are generc:..l farn.ing, 
citrus ~nd truck growing, live stock raising 8ld related industries. Con­
sider<Jble damage to truck and citrus crops from cold weather was reported, 
the estimate of d1.mage rt~nging up to 50% in some localities. In addition, 
tho price of citrus fruits hc.'ls proVc3d disappointing. 

The mB.tter of exchange continues to be on8 of considerable interest 
to mrmy k'nkers, and probabJy most of the small country non-member banks 
visited would bb v<:;ry reJ.uctn.nt to give up thl.s forw of income, particularly 
so when th0 bankers S'-'Y th•?.Y are ung_ble to make ::,atisfnctory investments 
and loan~: w1th avn.ilo.ble 2:.1rplus fu;1ds. The president of <:. sto.to b1:nk 
member· (.;;;hich was recently admitted to membership) str.ted that the bE>.nk 1 s 
membex·ship in the System had resuLted in added pr8stige for the bank. This 
b~mk, for cor:petitive re.::.sons, had rt:•mitted at prtr for some time prier to 
its admLssion to me~nbc.rship. 

'i'he cashier of one member bank expressed t,l;.e opinion that reserve 
requiremento applicable to smaJl country bani-:s were too high} and that an 
ad,iustment should be made which would permit :Lncrear>ed earnings. The 
president of n.nother member bank vo:iced his a;1proval of the action of the 
Bo11.rd of Governors in raising reserve requirements. 

One member bank has discontinued the discount of automobile finance 
paper, lc.rgely beaause of the flooded conditi0n of the used car market. 
Some of the b'lnks shov; a decided intereDt in F .H. A. insured mortgages, 
while other banks are he::litunt, principr,_lly beCfi'J.Se of thG long mr...turities. 

In 1937 earnings of a number of the banks vrere reported to be the 
best in several year;:;, and in a large number of cr...ses both louns and de­
posits show an increase over a yee.r ago. 

Men1ber bank:::: affiliated with one of th0 three holding co;npanie s 
located 5.n Jacksonville clear their chocks through the principal bank in 
the group rather than through tho Federal Reserve Bank. However, a nur.1ber 
of banks not affiliated with <my group use their correspondent banks in 
the collection of checks, in preference to the Federal Reserve Bank. 
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Chicago 

Visiting bankers report business conditions in their localities 
generally vert quiet and barlk loans still difficult to obtain. One 
banker, however, from a Wisconsln town of 20,000 population states 
that the local banks are having more demand for loans than in the 
past tvm or three years, some of these loans being made to manufactur­
ers, su:m.e to far•mers v.no are holding barley, and some for the purpose 
of buying propm·ty. He also states that while the furniture factories 
and. foundri<JH are quiet, at least four concerns in his town are run­
ning f'ull time. 

A banker in a Michigan town of lJ,OOO stated that he had recently 
called a meeting of the 3Illaller bunkers in his area, comprising about 
thrbe counties, and arrangements were made for these banks to clear 
thc1ir chGcks through his ba:nk. Ch6cks roceivod on the smaller banks 
will be sent direct and eccounts charged innnediately. 'l"he banker 
feels that this will not only f.'acilitate the collection of items, but 
will put him in a position to obtain some loans by participating with 
tht::. smaller banks. He statod that other banks are watching this ar­
rangoment with a good deal of int crest, end if the plan !)roves success­
ful it will probably be adopted at other polnts. 

Several nonmember bank;:jrs have called here for the purpose of dis­
cussing membership and others were interviewed at the Regional Confer­
ence &t Des Moines, Iowa. As a result, the directors of one of the 
banks have pr-.ssod a resolution authorizing tho officers to file appli­
cation for membership; two of them have indicated thnt they would con­
sider some capitcl correction; one will decide whether to convert to 
a National b3nk; one stated frankly that his bond depreciation would 
probably w~ke his bank ineligible, while others indicated that they 
would give the mat"ter further consideration. 

During the month, we offered our member banks the privilege of 
o·otaining at cost our publication "Business Conditions" for distribution 
to their cuntomers. As a result, we have received orders for approxi­
mately 5,000 copies monthly for a period of. twelve months. 

We also advised our mmnber banks that, effective March 21, this 
bank would extAnd the time for receiving and handling on the current 
day deposits of checks drawn on out-of-town par-remitting banks until 
6:00P.M. (Saturdays 5:00P.M.), credits on such deposits to be de­
ferred from the date cf receipt in accordance with our present time 
schedule. 
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Chi cn{~O continued 

This change will permit earlier presentation of a larf-e rmmber 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 representctive visited 99 
banks, of which 51 were in Kentucky, 28 in Arkansas, 15 in Mississippi, 
3 in Illinoj_s, and 2 in Tennessee. Following is a l'Asume of the re1)0rts 
covering these visits: 

Agri_£ulture, Industry, and Trade: 

In the agricultural sections of we::.:tern Kentucky, there is slight 
probability of any chcnge in cond.itions until the harvest season of 
1938. unless there should be substantial [,dvcmcGs in market prices of 
cctton and corn over the prices Gt which Goveriunent loans were made. 
'rhe principal tobacco markets have now close>.d for the season and while 
prices were much lower tho.n those for the 1936 crop, the que.ntity grown 
W?..S far in excess of that producnd during the preceding season. How­
ever, a high percentage of tho crop was of poor q_uc.lity ~and grs.de, which 
reduced the income. 

The peach crop in Arkanses is about c. month ahead this year on ac­
count of the unseasonably warm we;ather. It was st:1ted that in its l,res­
ent stage, the crop cannot st:lnd a temper<iture of less thi:~n 26 degrees. 

Cotton in the hill sections is out of tho field and very little 
planting has b0en done for the l9J8 crop. In the Mississippi Delta 
there was still a lot of cotton in the field, and pr,:..ctically no ground 
hns been broken for the 1938 crop. Very few of the Delta banks have a 
lr.:rgo volume of' CCC loans. The cotton picked since December was of a 
very low grade and not elig1.ble for the lo~;n. It looks es if' the high 
grade cotton pi ckod earlier in the f:~ll hns moved to mc.rket, while the 
low grade cotton j_s being held. Howevor, the Delta generally appGared 
to be in good condition, ar;.d bcml<::!;rs interviewed we:r:e of' the opinion 
that the low price of cotton wr~s offset by the increased production. 

Jmmsry sales by retaH norchants in Mississippi showed an in­
crease. This is undoubtedly bec<mse the cotton :pickine, sec..son e:xteLde.d 
over 5 months instead of the usud three. 

CommerciG.~r.kir~g: 

PraeticP,lly all com~try t:::.nks are looking forward to " stimuh~ted 
demand f'or loc.ns as tho S};rint; plnntinc scE.son apr·roaches. 'I'his is 
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St. Louis continued 

particularly noticeable i.n tho S.;uth, where considora~Jle prelimiiLry 
prE;paration ho.s a.lrendy been made in connaction with ·~red:ing of ground 
when weather conditions pcrmi t. Prccticully t~ll banks :Jrv pr"lpcred to 
r,;·upr:1y the credit demands of their :respective: communities, though in 
som0 qunrters it will bo rwceosary for them to ::we~: sid through cuGtolTl­
flry chc.m~el:::: before the season is cumplete~. Officers of these b<mks, 
wHhout e:xcel;tion, state that th(~y are wlllinb <:;nd 1mxious to grant ac­
commodations. 

With the :.>t.rengthening in v~lucs of Government securities, as well 
a~; those bearing the gu~rant ee oi' the Government, a keoner interest i ~; 
buing ohown ill this form of invoct,iwnt, anu. any pr0vious app'ohension 
regarding such securities has almoGt entirely diseppeured. 

One banker stated thn t his dif'ficult;1 waG convincing reserve bank 
officers that their voluution on livestock eoverod by chattel mort,;agr:;s 
wcs too lm~. Last fall thi:; baukor needed aeconrr.lOdation for a short 
period :::..nd sec\.ired it fro1n h i;l Louisville correS})Ondent at [! rc.te lower 
than the: FRB rnte and with less "r(~d tape", Advr:mces to distillers are 
the JJrincipc.l source of rr:JVenue of a Kentucky bank which wished to know 
whether the rc~::erve bank was ev,n· going to perfect uome 1-J]an to em:cble 
memb,,r honks to borrow on warehou::-r~ receipts covering whiskey. 

( 'l'he following report c:ovo.rs the:: me ot j_ng of Group I, Wi f>Consin 
l'hnkorst Assocbtion, Minnuc:pollc, 1\:tinnr::sot~<, FGbru: .. ry ;~;.~, l9J8.) 

1'ho principal worry of bsnkcrs seemed to be their bond accounts, 

189 

:md the prj_ncipal topic of inter•J.::;t '\A!c:s our forthcoming memb0r bank. con­
ferenct'J scheduled for March 12. This conforence is b1.3ing limit:::~d to 
membur hanks in the distric·t Pond has been so ~-..nnounced in every letter 
and pioce of yublicity, nnft y0t ,, number of verhal rer:tuests wore re­
ceived at the convention t'rom b::;nkers in .r.alwaukc-H':, f'rom bond men, from 
nonmember bankers, : nd front oth::;r·:. who W8re Jneligib.le for permission 
to Lttend tho conference. 

As a r0sult of more then one yoa:r' s us0 of tho Fc::dol~al fieaorve 
movie in tho public relations proe_:r:·am of' the WiscouDiu Bulikers' A<Jso­
ciation, the bankers ot' thcrt st·1t.e have bc1C01ne •Jrd'ini tely "movie-mindnd". 
M··.ny bankers talked to us [:l.bout our uovie and about thf: possibililty of 
a commercial bank film being prqH ... red to serve similar I,urposes. 'rhoir 
association has voted an appropriation of $8,000 tu produce and distri­
bute such 2 movie, :=..nd tl1e banker.J ocelli trJ be eagerly aw:Liting it.s advent. 
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Minneapolis continued 

One of' our officers spent e. good ehare of the day followine, the conven­
tion with the Secrekry and Assistant Secret~1ry of the Wisconsin Bank­
ers' Association, going over teci·mical problems in connection with the 
prepo.r~:t ion of the scri:Pt und scenario for their movie. 

Sevoral brmkers were deeply concerned ovor pending Federal legis­
lation, particub.rly the so-cnlled Patman Bill. They were fec.rful thut 
this bill, if enacted into law, mi.ght prove an entering wedge by tho 
government to take over all thf) bl'~nks, and were hopeful that sufficient 
oprosition would develop to prevent the pr.;.ssc.ge of' this bill. 

'l'he feeling with reu,lrd to bJ:-.:::.nch banking legislation was some­
whut mixed; the wide V'lriance in the attitude of the individual bank­
ers depondent on their estim te of its effect upon their loc~l situa­
tion. 

The matter of competition frow governmentel at.oeLc:ies was alDo a 
point of issue by some of the b;:;.nke rs. It w~:ts generally considered 
t!lat competition by the Production C::·edit Corporation was unfair, al­
though in most sect iorcs not VOl'J cnerget ic2lly iJUShc·HL Scver[:<l bank­
ers were hopeful that the Postul i3e;vin{;');.; System would reduce the rate 
of interc:1st they wero payi.ng so (.iS tu brine; it more in line with thst 
which mnr1y bcrJ;:s felt compellc;d to pay. 

It w~~s generally agreed that the d·.Jm.."md for crudi t was light. The 
matter of sui table inventm<mts for their funds was a J;roblc·m for many 
bankers. 

Bcnkors attending this meeting e:,encr·:;lly reported that their par­
ticulr?.r sections were suffering from lack of raoL;;ture :,md that unless 
they recoi ved a corisiderable amount of snow durinc tho rmll!3 inder of 
tho winter or much needed moisture durin~:~ the npr ing end su1,u:.c:r, crops 
would be adversely affected this your. 

One of our officers devoted cpproximately two hours to discuss­
ing industrial loans v;i th sevsr::;l of thu bLnkers present. It u.ppes.rs 
that the recent widespreF .... d publicity given the sntall businessman in s.n 
s.ttompt to help him, hos creat(:d a fooling th:'l.t the govurnr.;ent is about 
to launch a program to t:tid busineBs with very little reu:'rd for the 
collatorn.l behind the loan. 

After the banquet in the ovenill€, Mr. Orvcl W. Ad:-.ms, president 
of the American Bankers Association, l'dt:cl n pr.JIOr eulogizing George 
w::-~shington for his gro!1t a ccoml:-lit3hments, and endeavoring to compare 
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Washington's admi.nistration to th::.t of HoosevoJ.t's. Aftel' the ba.nyuet 
<: number of banl:.er:::: i11dicatud that they were vor.f much disap1ointed 
with the paper rend by Mr .. Ad8IM3. Sevenl of the1:1 scid that they con­
sidered Illr. Adams en outt>tcndi!.1b <>pe£lker and thc.-:t they cnme princi­
IJ::_,_lly to hew.r him Givo oLe of his typical dynr;mi c tulks lambasting the 
r;r,:;sent admj_ni strr:..tion. 

Kansas City 

A Colorado State banker told a rep-r·es(mt<:..ti.ve of tnis bGnk that 
tho only thing keepinc his institution frou becoming a member of ttl(? 
Reserve Systetro wa~~ the present re;Jorve requirement. This bc-:nker had 
formerly beon a national bu.nkor and was familiar with the Heserve Sy-s­
tcJ.n ::.:ncl appreciated its serviens. •r;ds exr.erience is u good illustrs·­
tion of a rather provc.lent diff'eronce of opinion between country and 
city b~tnkors in regard to reserve rec1uirements. Boc<mse of' conditions 
in rocont yours, city bnnks generully have been more accustomod to 
car-ry:ing larger reserves nnd tho increased re(1uirement under present 
cor;ditions :i.s not ::;, majJ:t' question with most of' thom. Countr:r bankn, 
on the other band, feel the necessity of maintaining satisfactory cqr­
res;1ow~ent balancE]s and r;~~my take the position that increased reserves 
mea~ rednced investn:~mts and hcnct:; SJaaller earnings. 

'l'he nt•)Y.Lth of Febru:.u•·J brought grost lmprovo1~1ent in the r,;oisturo 
si tw'ltion over most of tho Tenth District. Pl'(lCipi tr-,tion i.n Oklahomc 
f·Jr th1s month was the lr:rg(JSt on rccorct--1t ueill{~ oxco~3sivo in the 
southc·rn and uGst-centr:::l porti.ons of the St·:1t;e. Good snov;s vrcn.•c c,:.:n­
orc.l ovor most of Kansas and Nebr1.i:::kn. Wintor-whoc.t prospcctG arc 
gruot.l.y :lmprovuci oven in wof~tern Kansas [\IH1 the pcnhandle of Oklahoma. 
It must be remembered, howovor, thut this is .;n.ly & surf'c:co improve­
m:.mt os the subnoil in. these statos is still bono dry and long wot 
spells or OllJiO:rtune rriins wiLL be necossc.ry to mnko cro1;s. 

Both individual bankers and banking groups havo recerJ.tly shown 
incr.:;ased interest in the Patmen J3j_ll. Of spucial significance is the 
fact that the opposition tc: this me:.~surc; Sc)ems, if c,Itything, stronger 
among small bnnks than l0rge one::~. Banter::. look upon this bill !''.n a 
stop in the direction of complc:to unification of the bnnking nystem. 
In :: country so lcrgo as this, contr~:Jlizrotion of b:::.nk:ine in Vloshington 
they b<:ilieve will neces:=;it;Dte fln jntolorr,ble buroauera.cy. 

'The upturn in l3.mb and boef-stoer prices in r•3Ct-mt w<;okrs is s:;rv­
ing to limit feeding loc;son. LamlJ prices fell cl:rasti.cull:; betwcl0n the 
middle of September and tho mj_ddle of February, but slnce tholl hav-e 
risen ne~".rly ::; cm~t a pound. Colorudo fattens ,.;.pproximc toly one-fourth 
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Krmsas City continued 

of the countr-y's ·tott:JJ. gr<:.in-f'1nished lambs, this State fattening more 
than n million l3.mbs ennually. In the beet-sugar regions of northern 
Colorado lamb feedine; is exten:3ively employed for utilizine, the beet 
tops and tho beet pulp. Beef stoera fell from ~17 .25 <• hundredweie)lt 
in September to under $8.50 the t'Jrst week in F'ebruccry. The high price 
did not last long enough to be re}irescntative :,nd the price rsnge of 
ethel' typf~3 o:£' cattle was not so extreme, but the price decline h3s 
been rmch as obviously to nako profitable feeding operations impossible. 
However, prices are again tending upv1ard an.d to n degree, at least, are 
reducing feeding losses. 

Heports of the demand for bn.nk lof::ns are somewhat checker(3d. Trw 
bcJSt demand is in Oklahoma whore bankers in certnin sections describe 
it '1s being r?.ther brisk with tho possibility of coesiderablp, redis­
counting in the coming growing t3Ce.son. A ba.n.ker in the irrigated re­
gion of south-central Nebrflska also rq;orted some demand f'or lonns. 
lb S8.id his institution was meeting the competitLm of the Production 
Crt3di t Corporation with respect to c.ll desirzcble loc-,ni3 • Or. the other 
h::md, bonlwrs in central e-nd north-centr'll Kunsas report Ji t tle or no 
demur-d for f'unds. 

There ar.; few sig1.1.s of businoa::J improvement in this District. 
Rot nil tr.cde ac stown by dopartr.F.m t store sales was slwrply under 
Febru:ccry a ye:1r ago 21 though tbh• wcs due in v~rt to woe the:r condi­
ttuns. Cor,structton activity, vrl.tich tondr; to :::nticip:::to G_en,;;ral 
busiLoss r.wival, continues hi[:.hl;y· di::.~appointing. The common explana­
tion of the lovi st~lte of' conwwrcL .• l construction activity is the 
poor prospuct undor vrElE.:ent; condi tL:·ns of a return on i.nvesti.1ents in 
thts field. 

DGll.b.S 

Fifty-two bnnks, lpcoted in various sections of Texc,s and New 
Mexico, were visited. Some of thosu visits wero m&de in connection 
·.vi th ammal "group meoti ngs" cor.ducted by the Te:x:~:.s Bar"kers AssociG­
ti.on and w~:rc th,_;refore too l)rief to permit dotrdled discussions of 
the problems <.nd attitudes of th8 banks visited. 

The viee ;.resident of' a N:.::tionb.l b2n1: hc.ving dqJosits of 
~~~;5,000,000 OXJoressed the opiuion that the BocJrd of Governcrc; should 
reduce the reserve rc;~uirc;mer .. ts of country member bbnk::l. No other 
collrrnonts or cri tioisms relc.t ir;g t0 reserve requirements were hecrd. 

Satint'e.ction wtth Ir,emborship :roquir.::;ments ~,nd Fedorr;:.l reserve 
l)Olicios was gomn·hlly .;xpressed, rmd tho pr5 ncip~.l complair;.t voiced 
by the 'l'exr.:s banke: related to tho continued low lcwel of oz.~rninc,s. 

Howover, a llUlnb,Jr of l.lfJ.nko informed our officers th;· t they ure D:X:IJUri­
er,cirg G somevdmt better rlemand fo?.' crndi t this ye.'.~l' thnn tr10y had in 
1937. 
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1);·,11&3 cont inuod 

Ir. the rurr.l communi ties in Tex.::. a the matter tba t t..ppearfl to be 
upJ.er:m.ost in the minds of the ban1mrs at iihis time is the government's 
1-·rogrem for uidinc the cotton producers this year, the deteils of 
which ht::.d not been announced at; the time our visits ·were mc.de. 

In the urb~n centers loc&l business conditions were described €45 

being fairly St:lti::;f'actory, notwithstanding tho country-wide recession 
of the pnst f'ive months. 

A unique form of bt::I!k rel:.-; tions activities wus engaged in by our 
ban.'!( in Februr1ry when o. dim:.or wa~; .;i ven at Houston by our branch at 
that city for the !JUrposo of brj.nging our officel'D into closer cot;­
tact with the opt1r~.:.ting exocutives oi' the Housto11 member bo.nks. No 
baul: pre:.d.dents were invited, the F.ttendance bein~;. limited to vice 
presidents in direct charge of thr.:t daily oper~.;tions of' their respec­
tive benks. 

Condition3 in New Me1~ico :nd Arizona. were found to be somewh~·.t 
unfavorable, pHrticular·ly with re:('(.;rence to ::•sriculture, cor:·1:.or mining 
hnd the: li veatock indu::;try. Cottor~ f1:2rmers arc rcport;;)d ns d.iss<:.tis­
i'i ed wi t.h the goVfJIT.Jrtont' s acr.:!!:l.g!.:l r0duct ion plar;.s for 1938. A reduc­
tion in the price of copper frum lL1. cents a pound to 10 cents has 
cLusod an np1:rociable cor.tr:;ct ion of e cti vi ty :_·.nd J,:;ayrollt> at the cop­
per mines, !.~n ir~crec.r.:e ill sovincs deposits il~ oxpoctF.,ti,:,n of' further 
curtail.In:::r.t of employment, rmd '- slowine down in retr.~il trtido. 
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Prict1 uoclinos in the livar:.:tock, wool ;:I.d n~ohhil' markets h<:;.vo 
cidvcrsely u:t'fectvd tho ponitioll of cc:.ttle c<nd shee1. r::..isors in .1~rizona. 
11nd Now Mexico, <:lthou~.h livc::Gtock h.·.s wi.nt<;rod woll, is in c,ood fl:;sh, 
''\lld c. large Cl":.lf crop is· o:q)ectHd during thb sprir.;.g. 

8::-.n. Francisco 

Bellflowor 

The principal activity in th1.:.,; ar·ea is the production of milk. 
Vv'hile thu supply (of mill'~ in the <:,rea) !1< ... ~~ not incroas-3d, tho conswny­
tion over the lc,st fev; mvnths has decreased considernbly, and this is 
~scribed to cur1·ent conditions. Apparently thf3re has been a lo.rge con ... 
v~rsinn from Holsteins, which ~i!"(3 l:::.rEG 1;roducors of milk with a sm.;;.ll 
butter i'::t content, to Guo.t'IW0Y8 '1!\1 J'erGeys, which };rouuco less milk 
but ~ .. h igh<3r buttE:Jl' f;;, t coutun·t. Some ot':f'Ol'tf) lwve lr~tely bGen 1r1~.de 
by the StC;.te .Milk Coti.trol BotHd to r;'tcbHi~~o milk pricu::;, but court 
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~:cttons h''VG rusulted end tho outconte is in doubt. 'I'wo of the subst:;.n­
ti:.::l dist:ributors :in Los J.ngelr;w .:1::ve rocc11tly takE..n aclvuttcc,e of 77--B, 
end it is eGtim~:.ted that up;Nards of' :$50,000 due to producars Ln this 
li i cin ity i fJ t i od U};!, vvi.th r0paymen t pro blo1.1ct i cal. 

ProducDrs who underst:::.nd their busineso aEd are h2rd vvorkcr::; e::.ro 
:::.t tho :rn·ncrn:;t time mal:ing a little mcney. Tho others 2.ro about brec:k­
tng GVCJD, 

Tho outlook is for green foed at fuvorable prices. 

Si tuntdd midwey behveen Los Ang.:;los nnd Lone; Boach. 'I'he popula­
tion consists princip~:lly of ware oc..rners who wc•rk in the vc:rtous sur­
romldiLc, oil fiuldG. Thore ].s 2. ltmitod amount of r.lcr ... ufccturing, prin­
cipr;ll..y 0il well m<·.torial, er.d c. cort~~.in amount of agricul tur;;. Owing 
to the; cheractor o1' work in which the r.~opul<"tion i~' en~;:~ged, the cur­
rent rccescion hEs not been felt to the sEme degree us in some other 
lines. U:c merehar.ts in the town hcd & ~.-:ood ye::.,r in 1937, although not 
cs good c~S 1936. 

Since the recent rcvjsion of the Netiom:;.l HouE;ing Act, incrc:,sod 
inquiries hf1V8 been BXVlrienced, 

G:~rden Grove 

Loc~;tod in a high-class V<llcr;.cb orr.n.::._e district. Vegetabl0s, 
strs.wburries, nnd chili pqJpors ~ __ re .;lso a consic:erable source of in­
carne to the community. Owing, to the freeze in the e:_rly p::-.rt of 1937, 
last year' n ve.lencia crop brouf)Yt about he lf' of tlle usual proceeds. 
It ].s estimr:ted thc.t the ch.ili pepr:er crop crown in the vicinity (which 
probc:bly represents 90% of the total United States crop) returned to 
the growers c-~pproximntely the s&me amount tiS wns returned by the vDlencia 
orrwges. Conditions this winter, however, ho.ve been ideo.l for the grow­
ing of or•.lnges, end unless somethhg untowurd in the way of 3 late frost 
occurs, the val8ncia oro.nge crop this f3ll will probably amount to the 
second lc.rgest in the history of the corn;nuni ty. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE B1~NKS 

Federal Visits to banks 
Reserve , I Non- I Total Bank tl.1ember ! member i 

I I 

Boston None None 
New York 125 44 167 
Philadelphia 48 ;::5 75 
Cleveland 95 56 151 

Richmond 4 2 6 
Atlanta 11 18 29 
Chicago 2 2 
St. Louis 47 52 99 

Minneapolis 27 20 47 
Kansas City None None 
Dallas 51 1 52 
San F·r-ancisco 12 None 12 

*Attendance not reported 
~*Attendance at 1 not reported 

FEBRUARY, 1958 

Meetings attended 
i 

Numb'3r I Attendance 

5 * 
15 5,481 

... 2,070 v 
5 2,962 

7 2,597 
None 

4 2,010 
4 485~'* 

2 52t± 
2 478 
9 4,629 

15 1,545 

Addresses made 

Number Attendance 

None 
5 595 
2 515 
1 50 

" 250 ..L 

None 
None 

1 200 

2 300 
1 100 

None 
1 75 
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STATEivlEN'r FOR TEE PRESS 
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F.-213 

For release in morning papers, 
FridaypMarc:1 25, 1938. 

The following summary of general 
business and financial conditions 
in the United St~ttes, based upon 
stati3tics foi' February nnd th8 
firet three weeks of r.~arch, will 
Pppcar in thu April is3uc of the 
Fudera.l li.cserve Bulletin and in 
th8 monthly reviews of the Federal 
ltcserve banks. 

VolumG of manufacturing production showfld :tittle chcngo from Jan-

uary to February, wh~le output of minerals dt:JcUned further. Awards for 

residential ouilding incrcasod somewhat in February clnd rose consid;.::;nLbly 

5.n the first half of March. 

Production ------
The Boa.rd 1 s seasonally <:~djusted index of industrial production, 

which :i.ncludes both ffi.'l."lUf&.cturing and mining, 'Nf.';.s 79 percent of the 1925-

1925 n.vert,ge in February as compc:crNi ·rlith 80 percent in J·c.nuary. The 

decline in the total ir:dex v.r;:,.s accounted for chiefl~r by e. reduction in 

output of minerals, particularly of crude petroleum. Steel ingot pro-

duction showed ::tbout the usual season~1l increase ~~d averaged 52 p<Jrcont 

of capacity in February. Automobil.e prod.uctiou d.::cree.sed slightly further, 

and output of plate glr.ss continued to decline. Lumber production rose 

seasonally. In the first three weeks of March uctivity at steel mills 

e>.nd automobile fE:.ctori.es was a.t about th<;: s::~.me £Vc)rage re:.te as in Febru-

ary. In the nondurable goods industr.ies there were moderat~ increases in 

output in February at textile mills and shoe fc:,ctories, where production 
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has recently been at low levels, whil0 at meat-packing establishments 

activity declined. 

Value of construction contracts awarded, as reported by the I<'. W. 

1.97 

Dodge Corporation, showed a sharp decline from January to February, re­

flecting chiefly a marked reduction in awards for publicly-financed proj­

ects. Contracts for residential building increased moderately. In the 

first half of March there was a considerable further increase reported 

for residential building and awards for other construction also increased. 

Employment 

Factory employment and payrolls increased by somewhat less than the 

usual seasonal amount between the middle of January nnd the middle of 

February. The Board's seasonally adjusted index of factory employment 

was at 85 percent of the 1923-1925 average in February as compared with 

84 in January. In the durable goods industries decreases were general in 

FE::bruary, though not so large as in preceding months. Employment in non­

durable goods inoustries increased somewhat following a period of rapid 

decline. Employment in trade, at mines, on the railroads, and in the con­

struction and public utility industries decreased somewhat from the Janu­

ary level. 

Distribution 

Value of department store salGs, as measured by the Board's seasonally 

adjusted index, declined from 90 percent of the 1925-1925 average in Janu­

ary to 88 percent in February, and in the first three weeks of March there 

was a further decrease. Sales nt variety stores and mail order houses 

in February showed somewhat less thn.n the usu.o~l seasonal increase. 
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Freight--car loudings decre£~sed further in February, reflecting 

chiEfly redc:.ced shipments of co.'ll n.nd grrdn, ond showed ;.._ seasonal in­

crease in the first two woekG of March. 'I'he current level of carlo'ldings 

i.s e.bont 25 percent lGss th::m .<l_ year ago. 

C~rnm,9di t;y-:_pr -lceJ 

The general level of wholesale commodity prices, as measured by the 

Bur;~~,.u of Labor Statistics' index, showed little change from the middle 

of Fe bruar~; to the third week of Mn.rch. 'lhorE: wt:rE.: seasonal increases 

in nrices of livestock and. nwats, -;·;bile prices of su·::h basic commodities 

r.c, Viberct, cotton, rubber, zincjl tend bituminous coal declined. 

Bank _S~£;di t 

Exc8s::: rsservGs of memb<3r hmks incre':lsed during the first three woeks 

of rb.reh to over $1,500,000,000, the highest level since laf;t April. The 

bulk of the increo.sc occurred at Nev~ York C:Lty bc,nks, which in t~1e third 

of the month held ovl:r ~,'?OO,OOO,OOO of excess reserves. 

During Fcbruar:.r o.nd th.:;: fin:t h~llf of Mr;rch, there wes little net 

cho.nge in de~)osits and in tot.u1 1ot,~r.:.s and inve;;tm,·mts at reporting .nernber 

bunks in 101 leading citi..;s. Holdings of Unlted States Govurnment obli-

gntiono d·JCl~ned a-t b(mk;:; in New York but incrG&sed in Chicago. Commercial 

leans, which had decreased sharpl,v in th.:: four preced lng months, showed 

a fur t.her mocwra te decline. 

Money rat<JS o.r!d bond y:i.elrJs 

Conditions in th'~ short-term money mr,_rl~et continued easy in March. 

Hates on Tree,sury bills vtere slightly lov;er and prime COIT:mercio.l paper 

was quoted at .:~ range of from 3/4 to 1 percent as ags.inst the flat l percent 
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rate which had prevailed since a year ago. Yields on Treasury bonds 

and notes, after declining for the past six J!lonths, o.Jvanced slightly 

around the middle of March. Yields on corporate bonds also o_dvanced in 

March, reflecting principally declines in prices of railroad bonds. 
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R-214 
BOARD OF GOVERNORS 

OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

200 

ACCRESS CF"F"ICIA!. CCRRESPCNCENCE 

TC THE BOARD 

March 24, 1938. 

Dear Sir: 

As you know, at the recent Conference of Presidents the sugges-

tion was made that it would facilitate the use of letters addressed by 

the Board of Governors to the Federal H.eserve banks, which contain rul-

ings with respect to or interpretations of specific sections of law or 

the Board's r~gulations, if in each case the relevant provisions of·the 

law or regulation referred to were incorporated in the body of the let-

ter or added as an attachment thereto. The Board will be pleased to 

comply with this suggestion and a procedure has been adopted which con-

templates that in any case in which tho applicable provisions of law 

or a regulation are not incorporated in the body of the letter they 

will accompany the letter as an attnchment. 

If, after you have had an opportuni~ to observe letters pre-

pared in accordance with ~1is procedure, you have any comments or sug-

gestions to make with respect thereto, the Board will be glad to receive 

thorn. 

Very truly yours, 

Chester Morrill, 
Secretary. 

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

FEDERAL RESERVE SYSTEM 
WASHINGTON 

201 

H-215 

ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE BOARD 

March 26, 1938. 

SGB.JECT: Code Words Covering New 
Issues of Treasury Bills. 

I:ear Sir: 

In connection with telegraphic transactions 

in Govm·nmcmt securities bebJt,cn Feder"ll reserve 

banks, the following code v:ords have b~.::en desig-

nated to cover ne~ issu8s of Treasury Bills: 

NOZl:J_UT - Tre:1sury BilLs to be duted 
March 30, 1938, and to mn.ture .Juno 18, 
1938. 

iWZNYX - Treasm:''l Bille to be dated ---- . 
PJiarch 50, l93f.!, and to m:::.ture J\me 29, 
1958. 

Very 

arpr:i.lnter, 
Assistant Secretary. 

TO PHEfEENTS OF ALL FEDE:RLL RESERVE BANKS 
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R-216 202 
BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

******* April 2, 1958. 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

SUBJECT: Code Word Covering Hew 
Issue of Treasury Bills. 

V 

Dear Sir; 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills? 

NOZQAR - Treasury Bills to be 
dated April 6, 1958, and to 
mature July 6, 1958. 

Very truly yours, 

Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

+ 
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BOARD OF GOVERNORS 

O F T H E 

******* 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 5, 1938 
R-217 

Dear Sir: 

Referring to the Board's letter R-I64 of January 13, 1933, 
following is a statement of changes reported during 4arch in the 
list of nonmember banks that have in force agreements with the 
Board pursuant to the provisions of Section 3(a) of the Securities 
Exchange Act of 1934: 

Deletion 

Michigan 
Hudson Hudson State Bank 

Addition 

Michigan 
Hudson Hudson State Savings Bank 

The Hudson State Bank should be added to the list (R-l6/+-c) 
of nonmember banks which changed their names after filing agreements 
with the Board of Governors of the Federal Reserve System pursuant to 
the provisions of Section 8(a) of the Securities Exchange Act of 1934, 
with the following note: 

(Name changed as of February 9, 1938, 
to "Hudson State Savings Bank") 

Veiy truly yours, 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF *LL FEDERAL RESERVE BANKS. 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For immediate release April 6, 1938. 

The Board of Governors of the Federal Reserve System 

today announced the following appointments: 

FEDERAL RESERVE BANK OF PHILADELPHIA 

CLASS "C" DIRECTOR: 
For unexpired portion of term ending December 51. 

1940: Mr. Francis Biddle, member of the law 
firm of Barnes, Biddle & Myers, Philadelphia, 
Pennsylvania. 

FEDERAL RESERVE BANK. OF ATLANTA 

Jacksonville Branch of the Federal Reserve Bank of Atlanta 

BRANCH DIRECTOR: 
For unexpired portion of term ending December 51. 

1938: Mr. Robert H. Gamble, President, Florida 
Brick and Tile Corporation, Jacksonville, Florida. 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE' PRESS 

For immediate release April 6, 1938. 

The Board of Governors of the Federal Reserve 

System today announced the appointment of Mr. St. George 

Holden, President of the St. George HoIden Realty Com-

pany, San Francisco, California, as a class "C" director 

of the Federal Reserve Bank of San Francisco for the un-

expired portion of the term ending December 31, 1940. 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For immediate release April 6, 1258. 

The Board of Governors of the Federal Reserve Sys-

tem today announced the appointment of Mr. Marion B. 

Folsom, Treasurer of the Eastman Kodak Company, Rochester, 

New York, as a director of the Buffalo Branch of the 

Federal Reserve Bank of New York for the unexpired por-

tion of the term ending December 31, 1933. 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM P~221 

W A S H I N G T O N 

April 7, 1938. 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

Dear Sir: 

There are inclosed herewith copies 

of statement rendered by the Bureau of 

Engraving and Printing, covering the 

cost of preparing Federal reserve notes 

for the month of March 1938. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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R-221-a 

Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

March 1 to 31, 1938. 

Federal Reserve Notes. Series 1954 

$10 #20 
Total 
Sheets Amount 

Boston. 105,000 20,000 125,000 # 12,000.00 

New York 185,000 46,000 231,000 22,176.00 

Philadelphia 90,000 25,000 115,000 11,040.00 

Cleveland 53,000 45,000 98,000 9,408.00 

Richmond 40,000 30,000 70,000 6,720.00 

Atlanta 45,000 80,000 65,000 6,240.00 

Chicago 110,000 105,000 23.5,000 20,640.00 

St. Louis 30,000 20,000 50,000 4,800.00 

Minneapolis 30,000 - 30,000 2,880.00 

Kansas City 30,000 30,000 50,000 4,800.00 

San Francisco 75,000 45,000 120,000 11,520.00 

793,000 376,000 1,169,000 $112,224.00 

1,169 ,000 sheets 9 #96.00 per M 

> 
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BOARD OF GOVERNORS 
OF TEE 

FEDERAL RESERVE SYSTEM 

R-222 

209 

FOR THE PRESS 

For immediate release April 8, iy^8 

The following letter has been received by Chairman Eccles of the 
Board of Governors of the Federal Reserve System: 

FEDERAL BUREAU OF INVESTIGATION 
UNITED STATES DEPARTMENT OF JUSTICE 

WASHINGTON, D. C. 

> March 22, 1938 

Honorable Marriner S. Eccles, 
Chairman, 
Board of Governors of the Federal Reserve System, 
Washington, D. C. 

* Dear Mr. Eccles: 

I want to call your attention to the splendid assistance which 
has been rendered this Bureau by the Federal Reserve banks in de-

1 tecting ransom money in connection with several kidnaping cases. 

The Federal Reserve Bank branch at Salt Lake City, Utah, in de-
tecting the ransom money which had been paid for the release of George 
Weyerhaeuser at Tacoma, Washington, assisted this Bureau in locating 
and apprehending Mr. and Mrs. Harmon Waley at Salt Lake City, Utah, on 
June o, 1935' It is recalled that George Weyerhaeuser was kidnaped May 
24, 1935 Tacoma, Washington, by William Mahan and Harmon Waley, 
assisted by Harmon Waley's wife. The Los Angeles, California, branch of 
the Federal Reserve Bank assisted in the location and apprehension of 
William Mahan by detecting the passage of ransom money in Los Angeles, 
California. 

t 

Recently the Federal Reserve Bank branch at Los Angeles assisted 
in the identification, location and apprehension of John Henry Ssadlund 
alias Peter Anders, who was one of the perpetrators of the kidnaping of 

a Charles S. Ross near Chicago, Illinois, on September 25, 1938* 

I thought you and the presidents of the various Federal Reserve Bank 
branches would be interested in knowing of the assistance which your Sys-
tem has rendered this Bureau in connection with these kidnaping cases. 
It is by such splendid cooperation that this Bureau is able to carry for-
ward effectively its work of crime detection and prevention, and I desire 
to express to you both personally and officially the appreciation of this 

A Bureau for this assistance. 

Sincerely yours, 

J. Edgar Hoover. 
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BOARD OF GOVERNORS R-225 2 1 0 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 8, 1958 

Dear Sir: 

For the information of the board of directors 

of your bank, there is attached a copy of a letter be-

ing addressed by the Board today to President Young of 

the Federal Reserve Bank of Boston with respect to a 

reduction by the bank in its rate on advances to in-

dividuals , partnerships and corporations secured by 

direct obligations of the United States under the pro-

visions of the last paragraph of section 13 of the 

Federal Reserve Act, as amended. 

> 

Very truly yours, 

S« R. Carpenter 
Assistant Secrota: tary 

Inclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS EXCEPT BOSTON 
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R—223—a 

April 8, 1958. 

Mr. R. A. Young, President, 
Federal Reserve Bank of Boston, 
Boston, Massachusetts. 

Dear Mr. Young: 

Mr. Ransom has advised the Board of his telephone conversation 
with you on April 2, 1938, during which you stated that you planned 
to present to the board of directors of your bank at its next meeting 
the advisability of a reduction from 4% to possibly 2% or in the 
rate in effect at your bank on advances to individuals, partnerships 
and corporations secured by direct obligations of the United States 
under the provisions of the last paragraph of Section 13 of the Fed-
eral Reserve Act, as amended, and that you would like to have an ex-
pression of the views of the Board with respect to the reduction. 

It is noted that while you have received inquiries recently from 
corporations with respect to such advances and while, in the event a 
reduction in the rate were effected, you would issue a public state-
ment to the effect that your bank was prepared to make advances to 
individuals, partnerships and corporations on Government securities 
at par, you do not believe the bank would be called upon to make any 
substantial amount of loans, since member banks would be willing to 
make such advances at their current rate of from 1% to and that 
the reduction in the rate would be made merely for the purpose of 
bringing the rate into line with the other existing rates at the bank. 

As you know, the rates now in effect at other Federal reserve 
banks on advances under the authority of the last paragraph of Section 
13 of the Federal Reserve Act range from 3-J$ to the discount rate 
at all Federal reserve banks is l-g%, with the exception of the Federal 
Reserve Bank of New York where the rate is 1%', and the rate at all Fed-
eral reserve banks on loans made under section 10(b) of the Federal 
Reserve Act is 2%. In view of these circumstances and the level of 
money rates generally, the Board feels that a reduction in the rate 
on advances under authority of the last paragraph of Section 13 of 
the Federal Reserve Act would be desirable, and, therefore, would be 
willing to approve a reduction of as much as 2% in the existing rate 
of your bank if such reduction were voted by your directors. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Morrill, 
Secretary. 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-224 

212 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 8, 1958. 

SUBJECT; Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir; 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOSOBQ - Treasury Bills to be 
dated April 13, 1958, and to 
mature July 13, 1958. 

Very truly yours, 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

213 
R-225 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 15, 1938. 

SUBJECT: Reduction of Amounts of Bonds of Federal 
Reserve Agents, Assistant Federal Reserve 
Agents, Alternate Assistant Federal Re-
serve Agents and Federal Reserve Agents' 
Representatives. 

Dear Sir: 

The Board now requires an individual surety bond in the 
amount of $100,000 from each Federal Reserve Agent and in the 
amount of $50,000 from each Assistant Federal Reserve Agent, Al-
ternate Assistant Federal Reserve Agent and Federal Reserve Agent's 
Representative. In view of the arrangement which has been estab-
lished at each Federal Reserve bank under which the nonstatutory 
functions of the Federal Reserve Agent have been transferred to 
the bank, an officer of one of the Federal Reserve banks has sug-
gested that the amount of the bond furnished by the Federal Re-
serve Agent should be reduced. 

It is understood that the bankers' blanket bond which has 
bsen obtained by each Federal Reserve bank specifically covers the 
acts of the Federal Reserve Agent and his assistants. Accordingly, 
the Board is giving consideration to the desirability of reducing 
to $10,000 the amount of each individual bond covering the Federal 
Reserve Agents and the Assistant Federal Reserve Agents, the Al-
ternate Assistant Federal Reserve Agents and the Federal Reserve 
Agents' Representatives. However, before taking any action on 
this proposition, the Board would appreciate an expression of 
your views, together with the views of the board of directors of 
your bank, as to the desirability of such a change. In this con-
nection, your attention is invited to the Board's letter of June 
11, 1924 (X-4083). Please forward a copy of the bankers' blanket 
bond which is in effect at your bank. 

Very truly yours, 

S. R. Carpenter, 
Assistant Secretary, 

TO CHAIRMEN OF ALL FEDERAL RESERVE BANKS EXCEPT KANSAS CITY 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

Statement for the Press 

For release in morning newspapers 
of Saturday, April l6, 1938. April 15, 193$ 

As a part of the Government's program for encouragement of business 

recovery, the Board of Governors has reduced reserve requirements on all 

classes of deposits for all member banks, effective at the opening of 

business on April l6, iy?8. By this action excess reserves of member 

banks will be increased by about $7^0,000,000. 

Reserve requirements in effect prior to April l6, iy^8, and there-

after are shown in the following table: 

Classes of member banks and 
of deposits 

Prior to 
April l6 

*> 

Beginning 
April l6 

Demand deposits: 
Central reserve city banks 
Reserve city banks 
Country banks 

20 
26 

14 

22-3/4 
17-1/2 
12 

Time deposits: 
All classes of member banks 6 5 
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215 FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 15, 1933. 

SUBJECT: Daylight Saving, 1938. 

Dear Sir: 

The Board of Governors of the Federal Re-

serve System is advised that, beginning Monday, 

April 25, and ending Saturday, September 24, the 

following Federal Reserve banks and branches will 

operate under daylight saving time: 

Boston Pittsburgh 

New York Atlanta 
Buffalo 

Chicago. 
Philadelphia 

please notify branches. 

Very truly yours, 

J. C. Noell, 
Assistant Secretary 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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O F T H E 

FEDERAL RESERVE SYSTEM 2 1 6 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 16, 1953. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZOCT - Treasury Bills to be 
dated April 20, 1938, and to 
mature July 20, 1958. 

Very truly yours 

J. C. Noell, 
Assistant Secretaiy. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 16, 1938. 

Dear Sir: 

There is attached a copy of the re-
port of expenses of the main lines of the 
Federal Reserve Leased Wire System for the 
month of March, 1938. 

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, 

Q/CfaoU/, 
0. E. Foulk, 
Fiscal Agent. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
EXCEPT RICHMOND 

>. 
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REPORT OF EXPENSES OF MAIN LINES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF MARCH. 1958 

Words Sent - , , p Expenses Payable 

Reserve ofWords Chargeable ^rgl Total 2 ^ B^ks Board 
B"* Sent flZL " »»£(a ISr 

Boston 
New York 
Philadelphia 
Cleveland 

58,476 
.122,654 
72,217 
49,065 

2,582 

2,607 
2,666 

41,058 
122,554 
74,824 
51,731 

# 541.60 
1,616.61 
987.00 
682.38 

I 514.75 I 
1,015.06 
236.61 
220.46 

| 226.87 
603.55 
750.59 
461.92 

Richmond 
Atlanta 
Chicago 
St. Louis 

48,603 
63,286 
84,569 
71,761 

2,576 
2,516 
2,809 
2,529 

51,179 
65,802 
87,378 
74,290 

675.10 
867.99 

1,152.60 
979,96 

184.14 
276.07 

1,154.78 
252.08 

490.96 
591.92 
2.18(*) 

727.88 

Minneapolis 
Kansas City 
Dallas 
San Francisco 

31,613 
67,440 
64,516 
81,672 

2,583 
2,573 
2,586 
2,602 

54,196 
70,015 
67,102 
84,274 

451.08 
923.54 
885.14 

1,111.66 

169.76 
259.18 
267.75 
380.90 

281.52 
664.56 
617.39 
730.76 

Board of 
Governors 

487,765 — 487,765 6,454.08 12,579.22 

Total 1 ,283,535 28,629 1,512,164 #17,508.74 #17,508.74 I $6,147.52 
2.18(a) 

#6,145.14 

(l) Based on cost per word ($.013190988) for business handled during the month. 

(2) Payments by banks are for personal services and payments by Board are for per-
sonal services ($1,472.80) and wire rental ($11,106.42). Personal services 
include salaries of main line operators 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 Retirement System contributions at the current 
service rate. 

(-*) Credit 

(a) Amount reimbursable to Chicago. 
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BOARD OF GOVERNORS 319 
O F T H E R-230 

FEDERAL RESERVE SYSTEM 

SUBJECT; Monthly Report of Bank and 
Public Relations Activities. 

Dear Sir: 

There is inclosed for your informa-

tion a summary of the bank relations reports 

submitted by the Federal Reserve banks for 

the month of March in response to the Board1s 

letter of August 25, 1936 (X-9680). 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 21, 1958 

Very truly yours, 

Chester Morrill, 
Secretary. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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April 19, 1938. 

TO The Board of Governors SUBJECT: Summary of Bank 
Relations Reports. 

FROM 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 March and 
excerpts therefrom will be found on the following pages. A table show-

* ing for all twelve banks the number of visits made, meetings attended, 
and addresses delivered has also been prepared and follows the quota-
tions. 

•> The reports continue to reflect a gloomy view of the present 
business situation and of prospects. This is particularly true of in-
dustrial regions. Certain areas in the south and in the middle west 
are rather notable exceptions. The situation in these areas seems to 
be duo in some cases to the expenditure of Government funds and in 
others to diversified farming carried on under especially favorable 
conditions. 

> 

The reports reflect the pressure which bankers are under as a 
result of the slack demand for credit, the consequent low earnings, 
and bond depreciation. The reaction to this pressure manifests itself 
variously in the effort to find new lines of business such as the mar-
keting of insured mortgages and investment in personal loans and in-
stallment paper; in reduction of the amount of interest paid on de-
posits, partly by lowering the rates paid and partly, ty requiring 
"free balances" on which no interest is paid; and in the imposition of 

^ exchange charges. In the west and in the south the pressure to resort 
to the latter procedure appears to be increasing. The reports indi-
cate realization on the part of bankers that operation as independent 
units is becoming more and more difficult. 

As usual, dissatisfaction is expressed as to one or another of 
the supervisory authorities under which banks are operated. Sometimes 
the complaint is of Government competition, particularly through Pro-
duction Credit Corporations, and sometimes the complaint is of examiners, 
whether representing the State authorities, F. D. I. C., the Comptroller 
of the Currency, or the Federal Reserve bank. There is evidence of 

" restlessness on the part of bankers, whatever the jurisdiction they are 
under; in some cases they are contemplating a shift from State charter 
to National, and in other cases a shift from National charter to State. 
In other words, there is a prevailing dissatisfaction with existing 
conditions but no uniformity or consistency in the attitude taken toward 
those conditions. 

> 

Excerpts from the reports follow: 
attached to the original hereof.) 

(The reports themselves are 
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Boston 

(Boston reported that no banks were visited, meetings attended, or 
addresses made in the month of March,) 

New York 

Columbia. Greene, Sullivan, and Ulster Counties. New York 

A majority of the bankers interviewed state that security investments 
of their institutions total approximately the same as, or less than, a year 
ago. Only eight of the commercial banks show a current appreciation in 
their portfolios, the remaining thirty having a depreciation which in sev-
eral cases is as high as 5 to 7 per cent. Obligations of the United States 
government compose on the average approximately 50 per cent of total bond 
accounts. 

Officers of the majority of the commercial banks speak of the demand 
for accommodation as being fair or improving, although seventeen report it 
as being light. Approximately one-half of the banks show an increase in 
their loan portfolios during the past year. A rate of 6 per cent is charged 
as a rule although a number of banks grant loans secured by prime collateral 
at 5 per cent. 

Very few criticisms were expressed regarding the Federal Reserve Sys-
tem or the services rendered by our bank. An executive of one national bank 
complained about the adverse effect upon his bank's earnings resulting from 
the increase in reserve requirements, the payment of assessments for Federal 
Deposit insurance, and the decrease in income-producing loans due to some 
extent to what he termed the arbitrary attitude of the examiners. An officer 
of another national bank indicated that some thought is being given to the 
surrender of the national charter and conversion into a state institution 
because of resentment over certain criticisms of the examiner which he con-
siders unreasonable. 

Nassau County 

Since these banks were visited about six months ago, The Port Wash-
ington National Bank and Trust Company of Port Washington has absorbed by 
merger The Harbor National Bank of Port Washington in which its affiliate 
previously owned a majority of the shares of the common stock, and has also 
taken over the acceptable assets and assumed the deposit liabilities of the 
First National Bank and Trust Company of Manhasset which had been unable to 
sell any preferred stock to the Reconstruction Finance Corporation. These 
two offices are now operated as branches of The Port Washington National 
Bank and Trust Company. At Woodmere, the nonmember Lawrence-Cedarhurst 
Bank of Lawrence has established a branch office at the site formerly oc-
cupied by the Hewlett-Woodmere National Bank, which was placed in receiver-
ship in 1934. Another consolidation, resulting in operation of a branch, 
is being planned by two other national banks in the county. 
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New York continued 

Many banks have been endeavoring to maintain the volume of loans 
by cultivating personal loans, modernization loans and Federal Housing 
mortgages, with the result that the present aggregate of $39,975,000 loans 
is about the same as on December 51, 1957. Thirty-two institutions now 
have approximately $1,100,000 outstanding in personal loans. Twenty-one 
banks have granted $133,800 in modernization loans under the new provisions 
of Title I of the National Housing Act and twenty-six banks have made 
$16,200,000 in Federal Housing Title II mortgage loans of which $11,600,000 
have been sold either to insurance companies, other banks, or to the State 
Comptroller. Since the enactment of the new housing bill this year, only 
two banks have been considering applications for Title II mortgage loans 
up to 90 per cent of appraised values of properties, and they have received 
applications totaling approximately $250,000. A number of bankers indicate 
that they do not expect to grant any Federal Housing mortgage loans on a 
90 per cent basis because they consider the mortgagors' equity is too small. 

Bergen County. New Jersey 

The deposits of most of the banks have shown an upward trend during 
the past year although a few institutions report some decrease. Five of 
the forty-two banks have reduced their basic rate of interest on savings 
accounts to l| per cent, the other thirty-seven still retaining the 2 per 
cent rate although some have scaled down the rate on large amounts. A 
number of the banks are giving consideration to a plan of reducing interest 
payments on savings deposits through the requirement of free balances, and 
twelve banks now require, or will in the near future, a free balance of 
$100 while two others require free balances of $50 and $25 respectively. In 
some of the banks which have put this plan into effect, 50 per cent or more 
of the savings accounts have been eliminated from interest calculations.• A 
few of the banks have suffered a nominal loss in savings deposits as a result 
of this change, but this loss has been offset largely by new deposits. 

Appreciation in investment accounts has been gradually diminishing 
as a result of the decline in security prices, so that only eleven of 
the forty-two banks now report an appreciation in their bond accounts, the 
amounts in general being small whereas depreciation in the portfolios of 
some of the banks is large in proportion to their capital funds. In view 
of conditions in the bond market and the general business situation bankers 
are reluctant either to buy or sell securities; consequently there is little 
activity in investment accounts except for the purchase or sale of United 
States government bonds of which all banks hold substantial amounts ranging 
from 9 per cent to as high as 87 per cent of their total list, the ratio of 
governments to total bond investments of all banks in this county being 
approximately 47 per cent. 

Middlesex and Somerset Counties. New Jersey 

Loan portfolios are still decreasing and the demand for credit is 
said to be very light even in the industrial centers. Earnings from • 
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New York continued 

ordinary operations continue to be a problem for most banks, and several offi-
cers mentioned that whereas their banks' earnings had benefited in previous 
years through recoveries and bond profits, present earnings are inadequate 
to take care of bond depreciation. 

Philadelphia 

During March representatives of this bank made regular visits to 
99 member and 36 non-member banks in the central and western part of this 
district. 

Information indicates that industrial activity is low in nearly 
every community visited and that without exception it is lower than it was 
a year ago. This naturally has resulted in increased expenditures for re-
lief purposes and, in addition, disbursements are being made through unem-
ployment insurance provisions. Although the area visited comprises nearly 
one-third of that part of Pennsylvania which is in the Third Federal Re-
serve District, it has a remarkable degree of interdependence. Large steel 
mills in Johnstown consume fire brick and bituminous coal produced in the 
area and the movement of these articles, particularly of coal and steel 
greatly affects rail operations. 

Dairying provides the most satisfactory farm income. Low prices 
prevailed for crops last year but yields were heavy and as a result some 
profits were realized. The poultry business seems good, although a con-
tinuance of the decline in egg prices is likely to affect the hatcheries 
and poultrymen in this section. 

Bank deposits in the area have declined and investment accounts have 
been seriously affected by the market decline, particularly those accounts 
which include appreciable holdings of railroad securities. In those com-
munities in this section where railroad activity is important, the banks 
have been disposed to favor securities of this type and as a result have 
suffered. A few banks show capital impairments, but as far as could be 
learned no protection has been required by the supervisory authorities 
beyond that already in existence. 

Credit demand is light, and many of the banks are developing outlets 
for funds through granting or purchasing F. H. A. mortgages and automobile 
and personal loans. New construction is confined chiefly to public grants. 

A large number of bankers report that the handling of relief, W. P. A., 
and unemployment compensation checks comprises the bulk of their clearings 
on many days and, because of the volume, consideration is being given to the 
imposition of a charge for this service. 

A 
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Philadelphia continued 

The general outlook for business activity at present is full of 
uncertainties, as evidenced by a relatively small demand for factory prod-
ucts, extremely cautious buying of raw materials and semi-finished products 
ty manufacturers, and curtailed operating schedules generally. There are 
also numerous instances of continuing tension between labor and management. 
Recent declines in commodity prices likewise have accentuated caution in 
respect of buying materials or manufacturing for stock in anticipation of 
seasonal demands. 

Cleveland 

It is natural that many bankers, more especially country bankers, 
are concerned with depreciation in bond accounts. In some cases this de-
preciation is substantial. There is a great deal of conjecture as to the 
attitude which will be taken by supervising authorities with respect to 
write-downs of such depreciation. 

x The let-down in industrial activity is becoming much more notice-
able in the smaller manufacturing communities. Retail merchants are com-
plaining bitterly of conditions, and in some instances are reporting 
business at the lowest level in the history of their various enterprises. 
This seems to be especially true in the central part of the State of Ohio. 

In the southeastern portion of Kentucky (supported largely by min-
ing operations) bankers indicate that conditions are worse than at any 
time during the preceding depression. There are rumors in this section 

' of hoarding of funds. A number of bankers have expressed the belief that 
if it were not for the Federal Deposit Insurance Corporation there would 
be a collapse of our banking structure similar to that of 1932-33. Many 
of those voicing these opinions have heretofore frowned on deposit in-
surance. 

Many inquiries are being made as to whether the time limit set by 
r the terms of section 22(g) of the Federal Reserve Act, in respect of 

renewals or extensions of loans to executive officers originally 
made prior to June 16, 1933 will be extended beyond June 16, 1938. Sev-
eral bankers calling at the main office in Cleveland have made similar 
inquiries. 

In the smaller communities where business activity is slackening, 
there are reports of decreased deposits, both demand and time. Interest 
rates on savings accounts have been reduced in a number of places and 
some banks are doing everything possible to discourage time or savings 
deposits. At least one bank is refusing to renew time certificates as 
they mature and this bank indicates that its next step probably will be 

> to refuse all time accounts. 
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Cleveland continued 

In central Kentucky there is reported keen competition between 
banks and individuals for real estate loans; individuals in many cases 
offering to finance them at lower rates than the six per centum to 
which the banks in that community still strictly adhere. It is probable 
that a substantial part of the criticism directed to Federal lending 
-agencies comes from banks which still cling to interest rates charged 
a decade ago. 

Richmond 

Fifty-six member banks and twenty-three nonmember banks were 
visited during the month, and officers and representatives of the bank 
attended several A. I. B. Chapter meetings and a group meeting of one 
of the State Bankers Associations. 

There has been little change in the textile industry since last 
month, but inventories are large and unless there is an early improve-
ment in business conditions, many of the mills expect to curtail their 
operations materially. The full-fashioned hosiery mills continue to 
operate at full capacity and on a profitable basis. 

F. H. A. Loans have stimulated residential building in some sec-
tions of Maryland, South Carolina, and Virginia. A lumber association 
reports that lumber mills in Virginia and the Carolinas are making ship-
ments in excess of production, thus reducing burdensome mill stocks to 
some extent. Contracts have been recently awarded for the erection of 
a hydro-electric power plant near Radford, Virginia, to cost approxi-
mately $5,500,000; a bridge at Charleston, West Virginia, to cost more 
than $700,000; and a state administration building at Raleigh, North 
Carolina, to cost more than #500,000. A hotel in Roanoke, Virginia, is 
being enlarged at a cost of more than a million dollars. A permit was 
issued in March for the erection of an apartment development in Richmond, 
Virginia, to cost approximately $500,000. A similar permit was issued 
in Baltimore in February for an apartment development to cost more than 
a million dollars. 

Farm work is further advanced than in most years due to favorable 
weather and some farmers have completed their spring plowing. 

Conditions in Roanoke, Virginia, remained fairly stable during 
the past several years due in part to the fact that the Norfolk and 
Western Railway has been -building and repairing locomotives, coal cars, 
and other equipment. However, this work is falling off, and the Viscose 
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Richmond continued 

Company of Roanoke, manufacturers of rayon yarn, has just laid off 
about 900 of its 5,000 employees. 

-» Atlanta 

East Tennessee 

Visits were made in March to a group of banks located in a coal 
and lumber area of East Tennessee. Economic conditions in this area 
were reported as being' poor. A railroad company is laying off men; 
coc.1 shipments aro off considerably; and many of the lumber mills have 
closed down. The banks visited were reported to be in fairly good con-
dition. Deposits are being maintained and there is very little demand 
for credit accommodation. 

Bankers located in a section of East Tennessee which is largely 
devoted to agriculture are optimistic, due to the fact that live stock 
and the tobacco crop last year brought very satisfactory prices. Pros-

> poets for this year's fruit crop are considered to be very bright. The 
bankers in this section all stated that their estimated losses had been 
removed by charge-off and that, as compared with last year, their de-
posits had increased but demand for loans was considerably reduced. 
Most of the banks have invested in Government and municipal bonds in 
an effort to maintain their earnings. 

Jackson. Mississippi 

v The officers of the two member banks and the two nonmember banks 
in Jackson, Mississippi, expressed the view that business conditions 
in their city had held up remarkably well, and that the effects of the 
present recession had boon less felt in Jackson than in any other city 
of comparable size in this part of the Country. Among the reasons 
given for the sustained business activity in Jackson were the large 
number of salaried persons in the employ of Federal and State agencies 
and the expenditure in the past two years of somewhat more than 
§40,000,000 of State funds in the building of roads. The city's larg-
est department store has experienced only a slight falling off of busi-
ness as compared with a year ago. 

r * 

The bankers report that their deposits are in excess of what they 
were at this time last year, and that loans and earnings compare favor-
ably with the first three months of last year. 

Thci*o is considerable activity in residential construction, al-
though not equal to that which obtained during the first six months of 
1957. 
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Atlanta continued 

Florida 

In the central part of the State truck crops were damaged very little 
by the cold and are now being gathered and marketed at very satisfactory 
prices. The citrus crop, which is large, was damaged in certain localities 
by the cold in December. It was reported that a certain amount of fruit, 
the quality of which had been impaired by the cold weather, was shipped to 
the eastern markets with the result that the price of Florida fruit de-
clined to the point where it was not profitable to ship. 

Bankers on the Florida East Coast are in general agreement that the 
tourist season will be slightly off from last year. Although the number of 
tourists in the State exceeds that of any previous season, the amount of 
money being spent is estimated to be from ten to twenty per cent less than 
last year. 

All of the bankers visited expressed a friendly feeling toward the 
System, but the officers of nonmember banks feel that the income which 
they derive from exchange charges prevents their giving serious considera-
tion to membership. None of the bankers voiced objection to the increase 
in reserve requirements since most of the banks have more cash than they 
feel they can profitably invest. One banker expressed the view that he 
might be tempted to be less conservative in his investment policy if re-
serve requirements were lower. 

Visits were made to 19 banks which serve a territory paralleling the 
Georgia-Florida line for a distance of approximately 200 miles west of 
Jacksonville. Within this area is grown a diversification of crops, with 
cotton, corn, cattle, peanuts, hogs, tobacco, truck, naval stores and lum-
ber the chief sources of income. Due to the variety of crops that may be 
grov/n in this area it is one of the most substantial sections of the State. 
During recent years the planting of Sea Island cotton has been resumed in 
a small way in this territory. Growers of bright leaf tobacco anticipate 
that the 1938 acreage will be reduced to some extent as a result of crop 
control measures. 

Chicago 

Bankers interviewed generally reported little demand for commercial 
loans. In several instances there has been an increase in real estate 
loans, due largely to the financing of residential construction and in 
one case refinancing of local residential loans. One bank in an Illinois 
town has made fifteen commitments for this type of building. One bank 
reports an increase in agricultural borrowing. 

Several banks report deposits at new high figures. Deposits in the 
local Chicago banks showed considerable reduction around April 1, due to 
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Chicago continued 

the tax period. However, their borrowings at the Federal Reserve bank 
amounted to only approximately $1,000,000. 

Clearing house banks of Chicago have recently abolished the flat 
charge to their correspondent banks for safekeeping of securities, and in 
the future any charge made will be based on an account analysis. 

One banker interviewed is still very much opposed to the increase in 
reserve requirements and apparently has written to other banks inviting 
criticism. Several banks have complained emphatically about what they 
consider unfair competition of Federal Saving and Loan Associations. 

A number of banks were interviewed with respect to membership in the 
System. Some of them state they are considering converting into National 
banking associations. One veiy much interested in membership feels that 
it is quite likely that it will want to establish a branch in a nearby 
town arid for that reason will not join at this time. Another banker stated 
that if the double liability restriction is removed he will apply for mem-
bership immediately; otherwise his bank will probably become a National 
bank. One new member, the Kasper American State Bank, was admitted during 
March. 

Valparaiso, Indiana, reports business conditions improving in its 
trade area. 

Harvey, Illinois, states unemployment is increasing. One of its 
major industries is operating two days per week, while another is work-
ing one five-hour shift daily against three five-hour shifts a year ago. 
Another concern in this town has reduced the number of employees from 
approximately 1,000 to about 100. 

A banker in Belvidere, Illinois, who operates a large canning fac-
tory, states that while there will be some reduction in the price of 
canned goods, the pack of his factory will be larger than last season. 
He is optimistic with respect to local conditions. 

Mattoon, Illinois, reports that representatives of the major oil 
companies of the United States have agency offices in Mattoon which 
handle the business of the southern Illinois oil fields. It is antici-
pated that wells will be started within a few miles of Mattoon within the 
next ninety days. Farm land in this locality has been selling from $125 
to $150 per acre, it being practically impossible to purchase a farm at 
less than $150 per acre. 

In Grand Rapids, Michigan, it is stated that the furniture business 
as a whole is very poor, although some makers of occasional furniture are 
receiving large orders. The furniture manufacturers think if the housing 
program makes any progress that there will be a great demand for their 
product. 
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St. Louis 

General business conditions in March showed no appreciable change 
as compared with the two previous months. An occasional industrial 
plant showed increase in volume of its output resulting in some additional 
employment, but the increase would be entirely offset by decreased pro-
duction in other lines. The ratio of industrial employment throughout 
the district is about 60% of a year ago, according to persons believed 
to be informed as to conditions in their respective communities. 

The gross income for persons engaged in agriculture has shown an 
increase during the past twelve months, with the possible exception of 
growers of cotton who were not able to dispose of their 1957 holdings 
because of the decline in prices and used a large part of the season's 
crop to secure Government loans. 

Considerable preliminary preparation has been accomplished, especial-
ly in the southern part of the district. While indications point to co-
operation on the part of farmers in the plans for soil conservation and 
prevention of over-production, it is evident that a large number propose 
to utilize all allotted acreage for the coming season and no drastic cur-
tailment of any of the staple crops usually grown in the district is antici-
pated. 

Mercantile business is now feeling the effects of contraction in 
spending power, though in many localities it was noted that a vigorous 
campaign is being conducted by retailers to increase volume of sales. 
There is a tendency to make price concessions, even if they entail a loss, 
in order to reduce present stocks. This may result in acceleration of 
production as replacement orders are booked. 

Many country banks are beginning to feel the impending demand for 
loans for the spring planting program. The tentative farm program will 
necessitate considerable aid in the way of advances from commercial banks, 
whose officers are willing and anxious to render all the assistance neces-
sary in their respective communities. 

Southern bankers feel that the 1958 farm program is too complicated 
to be understood, and their loans are being delayed because of the uncer-
tainty. The cotton acreage program is disturbing, and will throw a lot 
of tenant farmers out of work, although it may be satisfactory to the 
small operator. Only two bankers visited expressed themselves as being 
in favor of the program. 

In several cases, the general attitude toward the System is affected 
by the present reserve requirements, certain bankers being just as opposed 
to the increase as they were a year ago. They hope the Board of Governors 
will see fit to restore the original requirements. 
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St. Louis continued 

While, in theory, a number of nonmember banks believe in paying checks 
at par, they are unwilling to give up the revenue from exchange charges. 
A southern national bank stated that it was losing money by remitting at 
par, but that the other benefits of membership outweigh the loss of exchange. 
Another southern banker stated that he had been urged to withdraw from the 
par list, but that he wants his customers' checks to be worth 100̂  on the 
dollar. Only one nonmember bonk visited indicated that it expected to Leave 
the par list. Appreciation was expressed of the arrangement recently made 
for handling checks on non-par banks sent us inadvertently, as it would ef-
fect quicker collection and save work. 

Eight members reported curtailed use of the check collection service, 
and six are making more use of it than formerly. The only criticism of 
the service was to the effect that it is easier to send items to corre-
spondents which give immediate credit on all items, and permit them to be 
listed in one letter. Lessened work for clerical staffs is an important 
consideration, and until correspondents levy an actual charge for the ser-
vice, such collections will be sent to them. 

Many members are of the opinion that the custody and currency facili-
ties are the most valuable services performed for them by the Reserve bank. 

A former Kentucky member stated that it had found membership burden-
some, and that it was now free of the necessity of maintaining large bal-
ances without pecuniary benefit. Only one other nonmember showed definite 
antagonism toward the System. Two expressed a desire to belong to the Sys-
tem, but the capital requirements make them ineligible; three were not 
willing to relinquish their branches, which are profitable; three believed 
that they were too small to derive any benefit from membership; one thought 
that in view of the large required reserves, membership would be too costly; 
five would not be willing to give up exchange revenue, and four are con-
sidering nationalization. 

The southern territory visited is apparently over-banked. In one 37 
mile stretch, our representatives visited eight nonmember non-par banks. 
A Mississippi banker believes that half of the country banks will go out 
of business in the next three or four years. 

Minneapolis 

Central Minnesota 

Early prospects for a large production of field crops are unfavorable 
in most of the territory covered. In a great many areas the farmers are 
already working in the fields, and some have started seeding. Bankers 
say that the farmers would never have known there was such a thing as the 
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Minneapolis continued 

depression if it had not been for the publicity given by the newspapers. 

Liquidation of bank loans is very good. In fact, in most cases the 
v bankers feel it is too good, local demand for money being brisk but not 

enough to keep up with liquidation. Instalment financing, especially in 
automobile and farming equipment, is very popular, and some banks are doing 
a good sized business with this kind of paper. Banks have not suffered any 

*• losses. Earnings have been satisfactory. A large number of banking insti-
tutions report that their bond accounts have been reduced considerably, and 
in some instances only government bonds are held. As soon as possible, it 
is the desire of some of these institutions to dispose of their government 
bonds when their local loans reach a point where funds are necessary, with 

* the exception of course of the United States Savings bonds, which are being 
purchased up to the limit. 

Southeastern Minnesota. 

In the small towns there was reported to be a rather good demand for 
* loans, mostly with livestock security. In the larger towns, however, there 

was very little demand. Everywhere reports were that most of the merchants 
are getting along fairly well and not interested in borrowing. One of the 
bankers in Rochester said that he had spent practically all his time the 
past year in trying to work up a volume of loans, and during 1937 had made 
new loans (renewals not included) aggregating one million dollars, and at 
this time there is less than 10 percent of those loans on the books. He 
finds it difficult to obtain new loans fast enough to keep up with the pay-
off by borrowers. The usual rates on chattel mortgages on livestock are 6 
and 7 percent; there are some complaints about the competition of the Produc-

" tion Credit Corporation. Insurance companies are soliciting farm loans, 
offering funds as low as 4-1/2 percent, and a few banks are taking on choice 
farm loans at that rate or a little less in order to meet the competition. 

There is no demand for farms and only a few isolated sales are reported 
at very low prices. 

There is very little prospect for any construction of homes or business 
buildings through the district visited except in Rochester where it is planned 
to construct a $500,000 auditorium with funds supplied by the Mayos. No 

, building on the farms and almost no repair work is being done. Bankers re-
port no interest shown regarding FHA Title I loans. 

Dairying is the principal industry. In some localities there has been 
considerable cattle feeding, but it is declining because feeding operations 
this year were mostly carried on at a loss. At recent auction sales, cows 
sold at an average price of $60 to $75. At several suctions, cows brought 
as much as £93 and those were grade Holsteins. The raising of hogs is also 

, an important part of farming operations. Moisture conditions are excellent 
and seeding will be about two weeks earlier than usual. 
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Minneapolis continued 

Bank earnings in 1957 were about the same as in 1936. Banks quite 
generally need the income derived from service charges, float charges, etc., 
and in no-par banks the exchange amounts to about as much as the float charge. 
In one no-par bank organized three years ago exchange and float charges 
amounted to $5,000 last year; that bank now has deposits of #600,000, and 
net earnings from operations last year amounted to $8,000. Quite a few of 
the bankers were disturbed about the low bond prices. Only a few indicated 
that they themselves had a market loss which presented any difficulties, 
though they said they knew of a number of banks in the surrounding terri-
tory where bond depreciation was a serious matter. 

East Central Minnesota 

There is a wide variation in the practice of banks in this region rela-
tive to writing insurance. In some instances, on account of competition 
from mutual insurance companies, revenue from insurance is an inconsequential 
item. In other instances, considerable effort is devoted to this work with 
satisfactory results. The same situation exists with respect to clerking 
auction sales. Commission charged by the banks for performing the latter 
service ranges from 1% to A%, with an average of about 2% on such sales. 

Several bankers reported that they had received letters from one of 
the larger banks in Chicago to the effect that the latter would hold their 
securities in safekeeping without charge, provided these banks maintained 
n compensating balance with the Chicago bank. 

But few land sales have been made recently in this territory, and these 
were largely to local buyers. Most of the land is farmed by the owners, and 
comparatively speaking, there is but little land available for rental pur-
poses. In one town the banker said that he knew of but three tenants in the 
surrounding territory. In another town, the banker stated that 70% of the 
farms owned locally were unencumbered. 

In the greater part of the territory visited, farmers have fared much 
better than those in most parts of the Ninth District. Diversified farming 
in a good farming district, to a large extent, accounts for this situation. 
The farmers raise cattle, hogs, sheep, poultry, turkeys, grain, potatoes, 
sugar beets, fruit (such as apples and plums) raspberries, strawberries, etc. 

Southeastern. South Dakota 

As a whole, at the present time prospects for the 1938 crop are very 
promising, and optimism is much greater than it has been for the past few 
years. 75% of the crop has been sown and the winter rye and winter wheat 
sown last fall appear to be in excellent condition. 

More than ever before, the matter of exchange is becoming a vital topic 
of conversation. Of the banks visited, 21 are not on the par list, while a 
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Minneapolis continued 

number of the non-member state banks who par their checks, do so only because 
they are situated in the same town as a member bank. Most of the non-member 
banks not on the par list are small banking institutions, and exchange con-
stitutes such an important item in their earnings that they could not exist 
without it. 

Another important topic of conversation among the bankers visited is 
the matter of bond, depreciation. A great number of the banks visited, how-
ever, confine their bond purchases to governments and bonds of the State of 
South Dakota. Bond depreciation in a number of banks has become serious and 
these bankers are becoming apprehensive as to what the attitude of the exam-
iners will be upon their next examination. A number of bankers in larger 
centers are becoming very much concerned over the price of government bonds. 
They feel the government is maintaining an artificial price for the bonds and 
fear the day when they will be allowed to seek their own level. 

Kansas City 

The continued improvement in the prospect for crops is the most important 
subject of comment among bankers. Oklahoma has had a great deal of moisture 
all winter and the wheat prospects are the best in several years. The spring 
is unusually far advanced and there is some concern that continued heavy 
rains may reduce the yield by producing too much straw. In Kansas a record 
acreage was planted last fall and recent rains have improved the prospect, 
especially in western Kansas. However, in this state also there is some con-
cern over too rank growth. The farm situation in Nebraska is quite promising. 
For a number of years this state has been one of the driest regions in this 
District, but recent surface moisture has, for the time being, greatly im-
proved the outlook. It should be remembered, however, that the great defi-
ciency in subsoil moisture in all of these states and particularly in Nebraska 
has not been made good. 

Reports from over the District indicate a number of state banks that are 
eligible for membership are giving the matter consideration. The increased 
reserve requirements and F.D.I.C. membership seem about equally important as 
deterrent factors. State banks seem to assume that funds impounded by in-
creased reserve requirements would otherwise be represented by investments, 
while in Kansas and Nebraska, especially, there are yet a goodly number of 
state banks that remember vividly their experience with the now defunct state 
guaranty laws and will avoid F.D.I.C. membership as long as possible. 

Federal Housing Administration offices report a large increase in the 
number of applications since the amended law became effective. From reports 
banks are assisting wherever possible interested persons in their communities 
in filling out applications and making contacts with F. H. A. headquarters. 
Some banks are making these loans, but the majority seem to be avoiding them. 
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The 90 per cent loan limit is commented upon unfavorably and the opinion is 
expressed that it is too easy to pad certain elements of cost, particularly 
the value of land, to make this margin safe. 

^ Some banks in Oklahoma and Kansas that normally do considerable oil 
financing report that the demand for loans is greater than they are willing 
to take care of and that for the first time in many years they have reached 
the position where they can choose the lesser risks. One reserve city banker 

v stated that were it not for the large reserve requirements he could safely 
lend considerably more funds but that any addition now to his portfolio would 
necessitate the sale of governments or rediscounting. In other parts of the 
District bankers report that the demand for loans is poor and there is uni-
versal complaint with the difficulty of securing satisfactory investments. 

V 

Omaha bankers show considerable concern regarding the prospects for 
government wool loans in Wyoming. Normally by this time outside buyers have 
been in that state and contracted for the clip subject to grading when the 
wool reaches concentration points. On the basis of these contracts producers 
and banks do their temporary financing. Due to large supplies of wool in 
eastern warehouses•and unsatisfactory prices, there has been practically no 
contracting for the 1938 clip. This is causing much interest in government 
wool loans but before these loans can be made the wool must be graded and 
stored in approved warehouses. At present there are no facilities either 
for grading or warehousing in Wyoming. Nebraska bankers say there is little 

* disposition on the part of farmers either to sell or to place loans on com. 
Apparently farmers are holding corn as a hedge against the possibility of 
another short crop. 

The general business situation in this District is far less promising 
i than the farm outlook. Retail sales are declining and people are not hopeful. 

Near the end of last year the belief was widely held that conditions would 
be better in the spring but the best that is now expected is improvement in 
the fall. The result is many concerns are retrenching and white-collar 
workers are being laid off. This attitude of uncertainty and waiting is es-
pecially noticeable in commercial construction. The best opinion is that in 
this field there is much activity waiting to be released, but it is not only 

t not being released but there are reports of projects that were ready to go 
being indefinitely postponed. 

Dallas 

Thirteen banks in West Texas and twenty-one in South Texas were visited 
by cur officers in March. 

West Texas 

An increased cotton acreage and a bountiful production of both cotton 
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Dallas continued 

and wheat, together with a substantial acceleration of oil activities made 
the year 1937 a very satisfactory one in the middle zone of West Texas, despite 
the fall in the price levels of cotton and cattle and the repercussions of the 
general recession in other parts of the country. 

Farmers, generally, voted for the government's cotton program in the 
recent referendum, but a number of those who were personally interviewed by 
our president expressed apprehension over the outlook for cotton producers 
for the year 1958. The severe curtailment of acreage resulting from the 
quota apportionments adopted this year is expected in some quarters to re-
duce the cash income of many of the smaller cotton farmers to such an extent 
as to create serious credit problems for them, despite the aid they will re-
ceive from the government. Most of the farmers apparently realize, however, 
the inexorable necessity of a sweeping curtailment of cotton production and 
are reconciled to the thought of making the best of the situation. Many 
farmers voted for the government's program because they had received loans 
against their 1937 crop. All of them appear to be giving intelligent thought 
to the use to which they will put their retired acreage in 1938, and it is 
quite possible that the general practice of diversification will be stimulated 
by the current cotton acreage reduction. 

Bankers throughout this section of the State are in excellent cash posi-
tion. Many cf them are carrying substantial amounts of cotton producers' notes 
that are eligible for sale to the Commodity Credit Corporation. 

No criticisms were voiced in regard to the present reserve requirements, 
the general policies of the Board cf Governors, or the relations of the inter-
viewee banks with the Federal Reserve bank. 

Southeast Texas 

Present reserve requirements were the subject of complaints offered by 
four member banks and one nonmember, the latter institution mentioning them 
as one of the reasons why it is not interested in membership at this time. 
However, nine of the thirteen member institutions which were questioned on the 
subject indicated that reserves are being maintained without inconvenience. 

Several member banks in this section were mildly critical of the govern-
ment's efforts to assist cotton producers, one officer asserting that the 
government's program is ruining the cotton farmers, who are no longer relying 
upon their own resources but upon the government. 

Banks generally show a lower volume of deposits and a slightly increased 
loan account, by comparison with last year's figures, due to disappointing 
crop returns. Bankers are becoming slightly pessimistic as to the outlook 
for the immediate future, and for that reason are not inclined to invest their 
funds.heavily in securities. 
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San Francisco 

Yakima. Washington 

Apples in the Yakima district are moving very slowly, selling at an 
average price of 50# a box at the warehouse and 60# for extra fancy, a 
price below cost of production. Most of the crop would ordinarily be dis-
posed of at this time. 

Solano County, California 

Visits to banks in the district from Fairfield to Davis brought out 
no information of particular value. 

The entire area has been suffering from too much water, so that it has 
been impossible to prepare the fields for usual planting. The north wind 
of the last few days was welcome, and if they can get a few days of such 
drying weather, it is expected that barley can be planted on much of the 
acreage. It is the feeling that April 1st is the deadline in most sections 
and that if they are unable to get the barley planted by about that time 
they must allow the ground to lie fallow or plant some other crop. 

Also, work in the orchards has been retarded. As a result, townsfolk 
who ordinarily work in the orchards and fields have been unemployed and 
banks have had more applications than usual for personal loans. No particu-
lar concern is felt for the fruit crop, except that some damage may have 
been done to apricots because of the long wet period. 

More concern is expressed over prices. 

Apparently, the only labor troubles which have developed acutely have 
been in wool shearing. Shearers have been unionized and are making demands 
which the owners consider exorbitant in comparison with wool prices. 

Storms have by no means been entirely detrimental. Underground water 
tables have been rising, and the low-lying lands adjacent to the marshes 
have been aided. These have been encroached upon of late years by the 
infiltration of salt water. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

MARCH, 1938 

Federal 
Reserve 
Bank 

Visits to Banks Meetings Attended Addresses Made Federal 
Reserve 
Bank Member Non-

member | Total Number | Attendance Number | Attendance 

Boston None None None None None None None 
New York 145 40 185 7 2,237 11 2,655 
Philadelphia 99 36 155 5 2,868 6 350 
Cleveland 209 17 226 7 1,705 2 118 

Richmond 60* 24** 84 6 602 2 245 
Atlanta 31 55 86 None None None None 
Chicago 20 7 27 4 1,217 5 290 
St. Louis 76 155 251 12 3,050 2 110 

Minneapolis 59 148 207 6 1,365 6 1,030 
Kansas City 14 14 28 5 1,150 6 675 
Dallas 24 10 34 I 850 1 # 
San Francisco 12 1 15 10 685 2 750 

-̂ Includes 4 visits made in February, 1958, and not reported in that month 
**Includos 1 visit made in February, 1958, and not reported in that month 
Âttendance not reported. 
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A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 22, 1958. 

SUBJECT; Holidays during May, 1938. 

Dear Sir: 

On Monday, May 30, Memorial Day, there will be neither transit 
nor Federal Reserve note clearing and the books of the Board's Inter-
district Settlement Fund will be closed. The offices of the Board of 
Governors and of all Federal Reserve banks and branches will be closed 
on that day except the Federal Reserve Bank of Atlanta and its branches 
at Birmingham, Jacksonville and New Orleans. 

The Board of Governors is further advised that holidays also 
will be observed during the month of May as follows: 

Monday, May 2 

Tuesday, May 10 

Friday, May 20 

Havana Agency 

Charlotte 

Charlotte 
Portland 
Havana Agency 

International Labor Day 

Confederate Memorial Day 

Mecklenburg Independence Day 
Primary Election Day 
Cuban Independence Day 

On the dates given the offices affected will not participate 
in either the transit or the Federal Reserve note clearing through 
the Inter-district Settlement Fund, please include transit clearing 
credits for the Charlotte branch on May 10 and for the Charlotte and 
Portland branches on May 20 with your credits for the following busi-
ness days. 

Please notify branches. 

Very truly yours, 

Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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April 23, 1938. 
A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 

T O T H E B O A R D 

* * * * * * * 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZOEM - Treasury Bills to be 
dated April 27, 1938, and to 
mature July 27, 1938. 

Very truly yours, 

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 release in morning papers, The following summary of general 
Wednesday, April 27, 1958. business and financial conditions 

in the United States, based upon 
statistics for March and the first 
three weeks of April, will appear 
in the May issue of the Federal 
Reserve Bulletin and in the month-
ly reviews of the Federal Reserve 
banks. 

In March and the first three weeks of April industrial activity 

continued at about the same rate as in January and February. Distribu-

tion of commodities to consumers showed less than the usual seasonal 

increase and wholesale commodity prices declined further. 

Production 

Volume of industrial production showed little change from February 

to March and the Board's index, which is adjusted for the number of work-

ing days and for usual seasonal variations, remained at 79 percent of 

the 1923-1925 average. In the steel industry, output of ingots averaged 

35 percent of capacity in March and continued at about this level in the 

first three weeks of April. Shipments of finished steel in March, as in 

other recent months, were at a somewhat higher rate than output. Auto-

mobile production, which usually expands sharply at this time of the 

year, showed little change from the low level of January and February, 

and output of tires and plate glass likewise remained at a low rate. 

In the lumber and cement industries there were considerable increases 
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in output in March. At cotton and silk textile mills and shoe factories 

activity rose somewhat, while production at woolen mills declined follow-

ing a rise in February. Declines were reported also for meat packing and 

sugar refining. At mines, where production decreased generally in February, 

output of bituminous coal and nonferrous metals continued to decline in 

March, while production of anthracite and crude petroleum increased 

somewhat. 

Value of construction contracts awarded showed a considerable in-

crease in March, according to figures of the F. W. Dodge Corporation. 

Awards for residential work, which had advanced moderately in February, 

increased sharply in March but were still 12 percent less than in March 

1937. Contracts for other private work also increased in March, but re-

mained considerably smaller than a year ago. The value of public proj-

ects showed an increase and was higher than last year. 

Employment 

Factory employment declined somewhat and payrolls showed little 

change from the middle of February to the middle of March, although in-

creases are usual at this season. The number employed in the machinery 

industries decreased considerably further and at woolen mills there was 

also a substantial decline, while most other manufacturing industries 

showed moderate declines or little change. Employment on the railroads 

and in the public utilities declined somewhat further in March, while 

in other nonmanufacturing lines there was little change in the number 

employed. 

Distribution 

Sales at variety stores and by mail order houses increased season-

ally in March, while sales at department stores showed less than the 
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usual rise. Tlie Board's seasonally adjusted index of department store 

sales declined from 88 in February to 86 in March and figures for the 

first three weeks of April indicate some further decline. Freight-car 

loadings showed little change from February to March, although a rise 

is usual at this time of the year. Shipments of coal declined substan-

tially and miscellaneous loadings increased by less than the usual 

seasonal amount. 

Commodity prices 

Wholesale commodity prices generally declined from the middle of 

March to the third week of April. There were further decreases in 

prices of a number of raw and semifinished industrial commodities, and 

prices of some leading agricultural products also declined, reflecting 

in part seasonal influences. In the middle of April prices of some in-

dustrial materials advanced slightly from the lows reached earlier in 

the month. 

Bank credit 

During March and the first three weeks of April, total loans at 

reporting member banks in 101 leading cities declined further, reflect-

ing a substantial reduction in loans to brokers and dealers in securi-

ties and also declines in commercial loans. Holdings of investments 

showed little net change, declining in March and increasing in April. 

As a part of the Government1s program for encouragement of busi-

ness recovery, the Board of Governors reduced reserve requirements of 

member banks by about $750,000,000, effective April 16, and excess re-

serves correspondingly increased. As a part of the same program the 
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Treasury discontinued the inactive gold account and deposited about 

f1,400,000,000 of gold certificates with the Federal Reserve banks. 

Additions to excess reserves from this source will occur as the Trea-

sury draws upon these deposits to meet current expenditures and the 

retirement of Treasury bills. 

Money rates and bond yields 

Yields on Treasury bonds declined from a level of 2.50 percent in 

the first half of April to 2.32 percent on April 22. The average yield 

on 3-5 year Treasury notes declined to a new low of 0.81 percent, which 

compares with the previous low of 0.92 percent in December 1936. The 

rate on three-month Treasury bills declined to virtually a no-yield 

basis. Other short-term open-market money rates remained unchanged in 

the first three weeks of April. 
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FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 27, 1938 

SUBJECT: Code Word Covering Commodity 
Credit Corporation Notes. 

Dear Sir: 

In connection with telegraphic transac-

tions in Government securities between Federal 

reserve banks, the following code word has been 

designated to cover an issue of Commodity Credit 

Corporation Notes: 

NOWLUNA - Commodity Credit Corpo-
ration 5/4 per cent Notes of Series 
C, to be dated May 2, 1936, and to 
mature November 2, 1939. 

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 release in morning papers, 
Saturday, April 30, 1938, 

The following ruling will appear in the Federal Reserve Bulletin. 

Sale Of Securities Held In Account But Not Delivered 
Against Sale 

In a case recently considered by the Board under Regulation T, the 

adjusted debit balance of a customer's general account exceeded the maxi-

mum loan value of the securities therein, and the account was "long" 100 

shares of XYZ, a registered nonexempt security. On the day in question 

the customer sold 100 XYZ and instructed the broker not to deliver his 

"long" stock against the sale. This was the only transaction in the cus-

tomer's account on that day. The question presented was whether any mar-

gin must be obtained because of the transaction. 

The sale of XYZ stock with instructions not to deliver the stock 

held "long" in the account constitutes a short sale of the XYZ stock with-

in the meaning of section 3(d)(3) of the regulation which provides that 

the adjusted debit balance of the account shall include: 

"the current market value of any securities (other than un-
issued securities) sold short in the account plus, for each 
such security (other than an exempted security), such amount 
as the Board shall prescribe from time to time in the sup-
plement to this regulation as the margin required for such 
short sales, except that such amount so prescribed in the 
supplement need not be included when there are held in the 
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account securities exchangeable or convertible within a rea-
sonable time, without restriction other than the payment of 
money, into such securities sold short;". 

In view of this provision, the current market value of the se-

curities sold short should be added to the adjusted debit balance. Since 

the XYZ stock held in the account could be delivered at any time against 

the short position, however, "there are held in the account securities 

exchangeable or convertible * * * into such securities sold short." 

Therefore, it would not be necessary to add any "margin * * * for such 

short sales." 

Section 3(d)(7) of the regulation provides that there shall be de-

ducted from the adjusted debit balance: 

"the net proceeds of sale of any securities (other than un-
issued securities) sold for the account but for which pay-
ment has not yet been credited thereto." 

The deduction made pursuant to section 3(d)(7) would, on the day 

of the short sale, exactly equal and offset the addition made pursuant 

to section 3(d)(3). 

Accordingly, there would be no change in the adjusted debit bal-

ance of the account and, since there also would be no change in the maxi-

mum loan value of the securities in the account, the transaction would 

neither release margin nor require that margin be obtained. 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, 
Saturday, April 50, 1938. 

The following ruling will appear in the Federal Reserve Bulletin. 

Effect of Purchase and Sale of Same Securities 
on Given Day 

The Board recently considered a case under Regulation T in which 

transactions effected on Monday in a general account resulted in a re-

quirement of $100 margin, and on the day following, Tuesday, a certain 

quantity of a particular stock was purchased and later in the day the 

same quantity of the same security was sold, resulting in a net profit 

of $150. There were no other transactions in the account on Tuesday. 

The question presented was whether this purchase and sale could 

be treated, to the extent of $100, as a liquidation pursuant to section 

3(e) of the regulation in lieu of a deposit of that amount of margin, 

and as also permitting a withdrawal of $50 on Tuesday pursuant to the 

second paragraph of section 3(b). 

Sections 3(b) and 3(e) of the regulation read in part as follows: 

"(b) General rule. - A creditor shall not effect for 
or with any customer in a general account any transaction 
which, in combination with the other transactions effected 
in the account on the same day, creates an excess of the 
adjusted debit balance of the account over the maximum 
loan value of the securities in the account, or increases 
any such excess, unless in connection therewith the creditor 
obtains, as promptly as possible and in any event before 
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the expiration of three full business days following the 
date of such transaction, the deposit into the account of 
cash or securities in such amount that the cash deposited 
plus the maximum loan value of the securities deposited 
equals or exceeds the excess so created or the increase 
so caused. 

"A transaction consisting of a withdrawal of cash 
or registered or exempted securities from a general ac-
count shall be permissible only on condition that no cash 
or securities need be deposited in the account in connec-
tion with a transaction on a previous day and that, in 
addition, the transactions (including such withdrawal) 
on the day of such withdrawal would not create an excess 
of the adjusted debit balance of the account over the 
maximum loan value of the securities in the account or 
increase any such excess* 

* * * * * 

"(e) Liquidation in lieu of deposit.* - In any case 
in which the deposit required try section 5(b), or any 
portion thereof, is not obtained by the creditor within 
the three-day period specified in that section, securi-
ties shall be sold or covering or other liquidating trans-
actions shall be effected in the account, prior to the 
expiration of such three-day period, in such amount that 
the resulting decrease in the adjusted debit balance of 
the account exceeds, by an amount at least as great as 
such required deposit or the undeposited portion thereof, 
any resulting decrease in the maximum loan value of the 
securities in the account. 

"* This requirement relates to the action to be taken when 
a customer fails to make the deposit required by section 
3(b), and it is not intended to countenance on the part of 
customers the practice commonly known as 'free-riding' or 
'three-day riding', to prevent which the principal national 
securities exchanges have adopted certain rules. See the 
rules of such exchanges and section 7(e) of this regulation." 

The Board expressed the view that the purchase and sale of the 

same securities on Tuesday could be so treated. This follows from the 

fact that such purchase and sale would reduce by $150 any excess of the 
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adjusted debit balance of the account over the maximum loan value of 

the securities in the account. It seems proper to treat such reduction 

as consisting of two portions in the manner suggested. 

As indicated in the footnote to section 5(e), that provision was 

not intended to countenance on the part of customers the practice com-

monly known as "free-riding" or "three-day riding", to prevent which 

the principal national securities exchanges have adopted certain rules. 

If the transactions on Tuesday were treated as indicated above, the 

liquidation in lieu of a deposit of margin would, of course, have to 

be considered in connection with such exchange rules. 

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



BOARD OF GOVERNORS R-257 O F T H E 

FEDERAL RESERVE SYSTEM 250 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 50, 1958 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills; 

N0Z0IL - Treasury Bills to 
be dated May 4, 1938, and 
to mature August 3, 1938. 

Very truly yours 

i 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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STATEMENT FOR THE PRESS 
BY 

CHAIRMAN ECCLES OF THE BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

For immediate release May 3, 1938 

Entirely false reports are being made daily in the press and over the 

radio purporting to recount what took place between Mr. Ford and myself during 

the recent meeting with the President. Because of the persistence and propa-

ganda nature of these reports, I can no longer permit them to go unchallenged. 

These reports are uniformly false in indicating that Mr. Ford and I 

discussed and differed with reference to governmental or other policies. The 

truth is that I had no discussion whatsoever with Mr. Ford during the entire 

meeting with regard to deficit-financing, the automobile business, or other 

subjects referred to in these accounts, nor did he undertake to engage in any 

discussion with me in connection with these or, for that matter, any other sub-

jects of government or business. The conference was a most informal and friend-

ly affair, at which there was no discussion of a financial or economic nature 

relative to government affairs. 

My own participation was confined to giving to Mr. Edsel Ford and to Mr. 

Cameron, after the meeting had concluded and while Mr. Henry Ford was inspecting 

some of the White House rooms, two quotations which I commended as being worthy, 

particularly at this time, of their consideration and that of other business 

and financial leaders. Contrary to published reports, I had prepared no memo-

randum whatever for this meeting. 
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The two quotations to which I refer consisted of one from Macaulay's 

"History of England", Vol. IV, pages 261-264# illustrating the fallacious 

reasoning with regard to national debt that prevailed in England more than a 

century ago in connection with the British debt; the other, an extract from 

the volume, "Income and Economic Progress", pages 1^6-l^y, by Harold G. Moulton, 

published by the Brookings Institution, and dealing with the diversion of 

corporate surpluses to stock market and other speculation in the late twenties. 

Except for some purely incidental conversation, that was the extent of 

my participation in the meeting. 
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FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

May 7, 1958. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZOUR - Treasury Bills to 
be dated May 11, 1938, and 
to mature August 10, 1938. 

Very truly yours 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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FEDERAL RESERVE SYSTEM ^ ^ 4 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

May 9, 1938. 

Dear Sir: 

There are inclosed herewith copies 

of statement rendered by the Bureau of En-

graving and Printing, covering the cost of 

preparing Federal reserve notes for the 

month of April, 1938. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

April 1 to 29, 1938. 

Federal Reserve Notes. Series 1934 

Total 
*10 120 $100 $500 $1000 $5000 Sheets Amount 

Boston 105,000 20,000 . . — 800 450 100 126,350 $ 12,129.60 

Neve York 185,000 46,000 - - - - 231,000 22,176.00 

Philadelphia 90,000 25,000 - - - - 115,000 11,040.00 

Cleveland 52,000 45,000 - - - - 97,000 9,312.00 

Richmond 35,000 30,000 - - - - 65,000 6,240.00 

Atlanta 45,000 10,000 - - - - 55,000 5,280.00 

Chicago 110,000 35,000 9,000 1,600 - - 155,600 14,937.60 

St. Louis 30,000 20,000 ~ - - - 50,000 4,800.00 

Minneapolis 30,000 18,000 - - - - 48,000 4,608.00 

Kansas City 30,000 20,000 — - - - 50,000 4,800.00 

San Francisco 75,000 40,000 115,000 11,040.00 

787,000 309,000 9.000 2.400 450 100 1,107,950 $106,363.20 

1,107,950 sheets Q $96.00 per M $106,363.20 
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A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

May 12, 1938. 
4 

Dear Sir: 

In a letter from this Division under date of 
February 19, 1938, (R-191) transmitting copies of the 
bibliographies and catalogues distributed and the princi-
pal addresses delivered during the National Appraisal 
Forum which was held in Washington on November 19 and 
20, 1937, under the auspices of the Joint Committee on 
Appraisal and Mortgage Analysis, it was indicated that 
it might be several weeks before the proceedings of the 
Forum would be available. The proceedings have since 
been published, and, through the courtesy of the Secretary 
of the Joint Committee, sufficient copies of the proceed-
ings have been obtained to furnish each Reserve bank with 
a set. Accordingly, there are being forwarded to you 
under separate cover two booklets containing the proceed-
ings. It will be noted that one volume contains the 
proceedings of the general sessions and urban group meet-
ings and the other the proceedings of the rural group 
sessions. 

Very truly yours, 

LEO H. PAULGER, J 
Chief, Division of Examinations. 

TO VICE PRESIDENTS IN CHARGE OF EXAMINATIONS AT ALL FEDERAL 
RESERVE BAMCS. 
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FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

May 14, 1938. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

4 

Dear Sir: 

In connection with telegraphic trans-

J actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZPAX - Treasury Bills to 
* be dated May 18, 1938, and 

to mature August 17, 1938. 

Very truly yours, 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 2 5 8 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

May 17, 1938. 
A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 

T O T H E B O A R D 

Dear Sir: 

There is attached a copy of the re-
port of expenses of the main lines of the 
Federal Reserve Leased Wire System for the 
month of April, 1958. 

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 

0. E. Foulk, 
Fiscal Agent. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
EXCEPT RICHMOND 
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REPORT OF EXPENSES OF MAIN LINES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF APRIL. 1958 

Payable 
to 

Board 
of Gov-
ernors 

Federal 
Reserve 
Bank 

Number 
q£ Words 
Sent 

Words Sent 
by N. Y. 
Chargeable 
to Other 
F.R. Banks 

Total 
Words 
Charge-
able 

Pro Rata 
Share of 
Total Ex-
penses (1) 

Expenses 
Paid 

by Banks 
and 

Board (2) 

Boston 35,140 2,126 37,266 # 556.53 # 270.92 3 \ 285.61 
New York 99,299 99,299 1,482.94 1,059.78 445.16 
Philadelphia *10,058 2,159 12,217 182.45 256.55 73.90(a) 
Cleveland 44,017 2,193 46,210 690.10 295.47 594.63 

Richmond 42,682 2,147 44,829 669.48 184.14 485.34 
Atlanta' 55,177 2,124 57,501 855.73 335.51 522.22 
Chicago 80,887 2,409 83,296 1,245.95 1,193.72 50.25 
St. Louis 65,005 2,146 67,151 1,002.84 266.16 736.68 

Minneapolis 29,065 2,184 51,249 466.67 172.16 294.51 
Kansas City 61,193 2,140 63,535 945.82 259.18 686.64 
Dallas 58,940 2,100 61,040 911.57 279.55 632.22 
San Francisco 75,061 2,174 77,255 1,153.43 455.90 697.53 

Board of 476,813 476,815 7,120.75 12,275.62 — — . 

Governors 

Total 1,153,537 25,902 1,157,239 #17,282.26 $17,282.26 #5,228.77 
75.90(a) 

#5,154.87 : 

(1) Based on cost per word (#.014934-046) for business handled during the month. 

(2) Payments by banks are for personal services and supplies and payments by Board 
are for personal services and supplies (#1,690.82) and wire rental (#10,584.80). 
Personal services include salaries of main line operators 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 Retirement System contributions 
at the current service rate. 

(a) Credit - reimbursable to Philadelphia. 

P̂hiladelphia reported for March . . . . . 72,217 
Should have reported . 52.478 

Excess words reported for March . . . . . . . . . 39,759 
Actual word count for April 29,797 
Deducted account excess report for March 19.759 19,759 
Number of words reported for April 10^058 
Balance of excess words to be deducted 
try Philadelphia from actual word count for May . . 20.000 
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ay 17, 1938. 
A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 

T O T H E B O A R D 

SUBJECT: Holidays during June, 1938. 

Dear Sirs 

The Board of Governors of the Federal Reserve System is advised 
that the.following holidays will be observed by Federal Reserve banks 
and branches during the month of June: 

Confederate Memorial 
Day and Jefferson 
Davis1 Birthday 

Flag Day 

Bunker Hill Day 

On the dates given the offices mentioned will not participate 
in either the transit or the Federal Reserve note clearing through the 
Inter-district Settlement Fund. Please include transit clearing cred-
its for the offices affected on each of the holidays with your credits 
for•the following business day. No debits covering Federal Reserve 
note shipments for account of the head offices concerned should be in-
cluded in your note clearings of June 3, 14 and 17. 

Please notify branches. 

j'ery truly yours 

J. C. Noell, 
Assistant Secretary. / 

Friday, 
June 3 

Tuesday, 
June 14 

Friday, 
June 17 

Richmond 

Atlanta 
Birmingham 
J aclcsonville 
Nashville 
New Orleans 

Philadelphia 

Pittsburgh 

Boston 

Louisville 
Memphis 

Dallas 
El Paso 
Houston 
San Antonio 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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May 10, 1958. 
A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 

T O T H E B O A R D 

Dear Sir: 

At most of the Federal Reserve banks there are arrangements 
approved by the Board of Governors whereby small, personal loans 
may be made to employees in meritorious cases at reasonable rates 
of interest. These arrangements have been made at various times 
and under varying circumstances. Consequently, no uniformity ex-
ists among the banks as to how, if at all, funds available for such 
loans and the loans made therefrom are reflected in assets and lia-
bilities as reported on Form 54 and as to whether earnings and 
losses on loans to employees are currently reported on Form 95 and 
Form B-9, respectively. 

It is believed that uniformity qf accounting in this con-
nection is desirable, and there is suggested for your consideration 
an arrangement under which loans to employees, upon proper authori-
zation and within limits approved by the Board as to the aggregate 
amount of such loans outstanding at any one time, would be made 
from regular bank funds and reported on Form 54 in the item "Sundry 
items receivable". Earnings on such loans would be included cur-
rently on Form 95 in "All other" earnings, and any losses reported 
in the monthly statement of profit and loss items, Form B-9. 

It will be appreciated if you will advise the Board whether 
you see any objections to the adoption at your bank of the arrange-
ments and accounting procedure outlined above for handling loans to 
employees. 

Very truly yours, 

Chester Morrill, 
Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
EXCEPT DALLAS AND SAN FRANCISCO 
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BOARD OF GOVERNORS 2 6 2 
D F T H E 

" FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 

M a y 2 5 , 1 9 3 8 . t o t h e b o a r d 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

-4 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZPIK - Treasury Bills to 
be dated May 25, 1958, and 
to mature August 24, 1958. 

Veiy 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 May 23, 1938. 

The Board of Governors of the Federal Reserve System today an-

nounced the appointment of Mr. St. George HoIden, President of the St. 

George Holden Realty Company, San Francisco, California, as Deputy 

Chairman of the Federal Reserve Bank of San Fra'ncisco for the remainder 

of the current year. 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, 
Wednesday, May 25, 1938. 

The following summary of general 
business and financial conditions 
in the United States, based upon 
statistics for April and the first 
three weeks of May, will appear 
in the June issue of the Federal 
Reserve Bulletin and in the month-
ly reviews of the Federal Reserve 
banks. 

Industrial production declined in April, reflecting chiefly reduced 

activity in the cotton textile and lumber industries. Distribution of 

commodities increased loss than seasonally but continued to be somewhat 

in excess of production. Commodity prices showed a further decrease. 

Production 

In April volume of industrial production, as measured by the Board's 

seasonally adjusted index, was at 77 percent of the 1923-1925 average as 

compared with the level of about 79 percent maintained during the first 

quarter of the year. The decline reflected, chiefly, considerable reduc-

tions in output at cotton textile mills and lumber mills, where there had 

been moderate increases in production in March. In most other manufactur-

ing industries changes in activity were largely seasonal in character. 

Output at steel mills continued at around 33 percent of capacity and in 

the automobile industry showed little change, amounting in April to about 

40 percent of the volume of a year ago. In the first three weeks of May 

production of steel and automobiles was at a lower rate than in April. 

At mines there was a considerable decline in output of anthracite in April, 
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while bituminous coal production showed somewhat less than the usual sea-

sonal decrease. Crude petroleum production continued in large volume. 

Value of construction contracts awarded, which had increased consid-

erably in March, showed little changc in April, according to figures of 

the F. W. Dodge Corporation. Awards usually increase somewhat further in 

April. In the first four months of this year private residential building 

was about one fourth less than in the corresponding period last year, while 

other private work, particularly industrial and utility construction, was 

only about one half as large as a year ago. Awards for public projects 

were somewhat larger than last year. 

Employment 

Factory employment and payrolls declined from the middle of March to 

the middle of April, and the Board's seasonally adjusted index of employ-

ment was at 79 percent of the 1923-1925 average as compared with 82 in 

March and 84 at the beginning of the year. The number employed at auto-

mobile factories declined sharply and there were further substantial de-

creases in the steel and Machinery industries and at railroad repair shops. 

Smaller declines were reported in most other manufacturing industries. 

Employment at mines and on the railroads also decreased, while in trade 

there was some increase in the number employed, reflecting partly increased 

business at the Easter season. 

Distribution 

Distribution of commodities to consumers showed less than the usual 

seasonal rise in April. The Board's adjusted index of department store 

sales was 85 in April compared with 86 in March and 90 at the beginning of 

the year, and figures for the first half of May indicate a further decrease. 
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Freight-car loadings also declined from March to April, reflecting 

largely reduced shipments of miscellaneous freight, and were about 30 per-

cent less than in April 1957. 

Commodity prices 

Wholesale prices of industrial commodities continued to decline from 

the middle of April to the third week of May and prices of agricultural 

products also decreased somewhat further. Steel scrap, copper, and rayon 

showed considerable declines and there were reductions in prices of some 

finished industrial products. It was announced that prices of most finished 

steel products would be unchanged for third quarter delivery. 

Bank credit 

Total loans and investments of reporting member banks in 101 leading 

cities showed little change during April and the first half of May. Hold-

ings of United States Government obligations increased somewhat, while 

holdings of other securities and loans declined. Adjusted demand depos- • 

its in leading cities increased during the period as a result of expendi-

tures by the Treasury from its balances with the Reserve banks. Interbank 

deposits also increased substantially. 

Member bank reserves increased further, reflecting principally Treasury 

disbursements from its deposits at the Reserve banks, including retirement 

of $50,000,000 of Treasury bills each week. 

Money rates and bond yields 

Yields on Government securities declined slightly further in the four 

weeks ending May 21 to an average for longer-term Treasury bonds of 2.28 

percent. The average yield on 3- to 5-year Treasury notes declined to a new 

low of 0.75 percent. The rate on three-month Treasury bills continued at 

record low levels, and other open-market money rates remained unchanged. 

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



R-249 

BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

367 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 

M a y 2 4 , 1 9 3 8 . t o t h e b o a r d 

**999** 

> 

SUBJECT: Monthly Report of Bank and 
Public Relations Activities. 

Dear Sir: 

There is inclosed for your informa-

tion a summary of the bank relations reports 

submitted by the Federal Reserve banks for 

the month of April in response to the Board's 

letter of August 25, 1936 (X-9680). 

Very truly yours, 

-fedurfZ) hr)<nA^L$ 

Chester Morrill, 
Secretary. 

Inclosure, 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

> 

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



268 
R-249-a 

May 19, 1938. 

TO The Board of Governors SUBJECT: Summary of Bank 
Relations Reports. 

FROM 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 April 
and excerpts therefrom will be found on the following pages. A table 
showing for all twelve banks the number of visits made, meetings 
attended, and addresses delivered has also been prepared and follows 
the quotations. 

The reports contain the following mention of the attitude of 
bankers toward the reduction in reserve requirements, as of April 16: 

Boston: "...reducing reserve requirements did not come in for 
comment at any of the banks, although one or two of the banks are among 
those which complained when reserves were increased." 

New York: "...little or no comment was made on the recent 
change in reserve requirements." 

Philadelphia: "Since the reduction, several bankers stated 
that it was well timed and in their particular cases relieved the bank 
of the necessity of borrowing to meet demands. One banker, however, 
stated that the reduction was too small to bother with and that he was 
not considering it." 

Cleveland: "There have been few comments with respect to the 
recent reduction in reserve requirements. In some cases it has re-
leased funds for employment, but in the majority of cases it is merely 
regarded as a favorable gesture." 

Chicago: "...one banker stated that he hoped reserve require-
ments would be further reduced so that his bank would not have to bor-
row." 

St. Louis: "The recent reduction in reserve requirements was 
mentioned by several member banks, the large banks being at somewhat 
of a loss to know what to do with the released reserves and others 
voicing the opinion that reserve requirements should be returned to 
the percentages in effect before any increases were made. A few non-
member bankers commented on the release of excess reserves which they 
felt would lead to inflation." 

Minneapolis: "Several (member bankers) expressed themselves 
as pleased with the recent reduction in reserve requirements." 
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Kansas City: "Country bankers seem not greatly impressed with 
the reduction in reserve requirements. The opinion is expressed that 
such action is erratic and there is no way of telling when the require-
ment may again be raised." 

Dallas: "A few (bankers) expressed curiosity as to the cause 
of the recent reduction in reserve requirements, stating that their 
own cash positions were such that they had ample funds for lending 
but that their customers who are entitled to credit are not in need of 
loans." 

Excerpts from the reports follow: (The reports themselves are 
attached to the original hereof.) 

Boston 

During April 39 member banks and 21 nonmember banks were visited. 
With few exceptions these banks are located in some of the smaller in-
dustrial cities and towns of Connecticut and Massachusetts, 

The employment of factory labor in sections of the district cov-
ered by this report is at the rate of from two to four days a week per 
employee, and instances were reported of individual plants contemplat-
ing further curtailing employment, and of others with a surplus of help 
to which employment is being given in order to hold organizations in-
tact. In normal times many of the larger concerns located in the sec-
tions visited will give employment to a number of residents of nearby 
towns within a radius of twenty miles or more, and often as much as 
40% of the total weekly payroll of a factory town will be spent or 
banked in adjacent communities. 

The note cases at most of the banks are full of small notes pay-
able in weekly or monthly installments and evidencing loans to shop-
keepers, professional men, municipal employees and general workers. 
Bankers say that there is no lag in the collection of this paper, also 
that periodic payments into Christmas Savings Accounts and Tax Club Ac-
counts are being kept up and at the same time savings deposits are on 
the increase at a few of the banks. Officers of savings banks advise 
that there is little or no increase in the number of mortgage accounts 
that show a tendency toward delinquency in amortization, interest and 
tax payments. 

Many bankers stated that practically the only demand for bank 
credit in their communities is coming from the small borrower of the 
type mentioned and that this demand is gradually lessening. Some of 
these bankers proxess to see in their dealings with these small borrow-
ers a reflection ol a general healthy attitude prevailing in their 
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Boston (continued) 

communities under present economic conditions - with lessened incomes 
their people have curtailed their wants, are borrowing less, are pay-
ing off their obligations and are setting aside a little upon which 
they can draw should conditions affecting them directly improve less 
rapidly than they hope for. In towns of the type visited the retail 

* merchant is said to complain the loudest. 

At most of the banks bond lists are off from five to twenty 
per cent according to the volume of Government securities held. A 

x number of the banks have traded maturities in Governments in recent 
markets and taken some profit; others have sold their short-term Gov-
ernments and declare themselves to be out of the investment market un-
til such time as the general list shows substantial improvement. At 
practically every bank visited someone raised the question as to how 

*• long the market for Governments will hold at present levels. 

The recent action of the Board of Governors in reducing reserve 
requirements did not come in for comment at any of the banks, although 
one or two of the banks are among those which complained when reserves 
were increased. While the policies and activities of the various gov-

v ernmental agencies came in for some complaint, no criticism was made 
of the administration and policies of the Federal Reserve System nor 
was any dissatisfaction expressed with the manner in which the rela-
tions of the Federal Reserve Bank of Boston with its member banks are 
conducted. 

Reception at the nonmember banks was cordial in every instance. 
There is no interest in Federal Reserve membership on the part of these 
banks, although the subject was referred to occasionally by some of-
ficers who had in mind the requirement which will affect some member 

* banks desiring to continue as insured banks after 1941. 

New York 

Broome. Chenango, Cortland, Delaware, and Otsego Counties, New York 

Only nine of the fifty commercial banks in these counties show 
an appreciation in their bond accounts, the amounts in most instances 
being small, ranging from a fraction of 1 per cent to 4 per cent of 
the total book value. Forty-one show depreciation varying from 1 per 
cent to as high as 17 per cent in the case of one of the smaller banks, 
the average for the group being 4 to 5 percent. The percentages of 
United States Government obligations - direct or fully guaranteed - vary 
from 18 to 85 per cent of the total lists, with a group average of 45 
per cent. The large investments in United States Government issues have 
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New York (continued) 

helped to minimize net depreciation in the bond accounts of these banks 
because of the continued high market values of such securities. Some 
bankers, however, complain that the low yields have adversely affected 

y income. 

Loans and discounts of all commercial banks (totaling approxi-
mately $36,600,000) are about $600,000 higher than a year ago, twenty-

x nine of the fifty banks in this group showing slight to moderate in-
creases. Banks in the larger centers have been able to add to their 
loan portfolios by increased business in personal and automobile loans 
and by making modernization and mortgage loans under the National Hous-
ing Act. One bank in Delaware County, where there has been little de-

> mand for loans of the latter type, recently purchased $150,000 Title 
II Federal Housing mortgages on a 5 per cent basis from a bank in 
Westchester County. There is, however, little inclination to grant 
Title II loans up to 90 per cent of the value of the property. Since 
the reenactment of Title I few applications for modernization loans 
have been received by banks in this area. 

Binghamton has not felt the depression as severely as other 
places, largely because of its diversified industries and the fairly 
steady employment afforded. Recently, however, merchants in the shop-
ping district have noticed a slight lull in their business which they 

x attribute to decreased employment in the shoe factories. The same con-
dition is reported by the merchants in Endicott. The Binghamton 
Chamber of Commerce reports that retail sales from January to March 
this year were about 5 per cent below the same period a year ago but 
this is thought to be due in part to the fact that Easter came nearly 

*• three weeks later than in 1937. The volume of wholesale trade is re-
ported to be about 5 per cent less and collections 11 per cent less 
than during the same period in 1937. The latest figures available 
show a 1 per cent increase in employment but a 19 per cent decrease in 
payrolls in January 1938 as compared with January 1937, largely as a 
result of payroll reductions and part time employment in the shoe fac-
tories. 

Second in industrial importance in these counties is the city 
of Cortland which has a diversity of industrial concerns manufacturing 
wire screen, nails, wall paper, corsets, hardware specialities, metal 
products, fishline and cord, typewriters, and other products. The 
latest available figures on employment as of April 12, furnished by 
the Chamber of Commerce, show approximately 3,700 people employed in 
local industrial plants. The secretary of the Chamber of Commerce es-
timates that business in the plants is off about 10 per cent now as 
compared with the same date in 1937. 

In the rural sections the production of milk is the principal 
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New fork (continued) 

farming activity although the farmers in Cortland County also grow po-
tatoes and cabbage, and those in the western part of Delaware County 
raise some cauliflower. The hay crop in this area was poor in 1937 
but the farmers were able to purchase feed during the past winter at 
fairly low prices which have continued up to this time. Milk prices 
were reasonably good during this period but have recently dropped to 
lower levels; however, the consensus of opinion among bankers in the 
farming area is that the farmers are making a little money, although 
some fear is expressed that prices for milk may go down as low as 
#1.25 per hundred this summer as compared to the winter prices ranging 
from $8.50 to #3.00. 

Monmouth County, New Jersey 

The statement was made that some farmers are reducing their 
acreage under cultivation by 10 per cent as compared with last year, 
and that those making such reduction will receive payment from the Gov-
gernment under the crop control program. One banker pointed out that 
some of the more progressive farmers, especially around Freehold, have 
realized the danger of concentrating their activities entirely in growing 
potatoes as the principal money crop, and have branched out in recent 
years to include other lines such as growing wheat and corn, raising 
poultry, operating small dairies, etc. 

Reference was made to the difficult real estate situation in 
Asbury Park and vicinity, and to the fact that it is practically impos-
sible at the present time to move properties that are held for sale by 
institutions. Two local building and loan associations were unable to 
meet applications for withdrawals and have been taken over by a new 
association with shareholders' funds insured up to $5,000. It is said 
that there have been several instances of individuals and corporations 
buying up shares of stock of their building and loan associations from 
investors at 40 to 50 cents on the dollar, and then turning in the 
shares in payment on their mortgages. 

Philadelphia 

North Central Pennsylvania and Southern New Jersey 

Conditions in the area visited reflect a decline in business ac-
tivity from the levels prevailing a year ago. While there is a substan-
tial increase in the number of unemployed, the concerns appear to have 
endeavored to spread the work as much as possible by reducing the length 
of the work week rather than the number of employees. Returns for agri-
cultural products during the past twelve months were said to have been 
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Philadelphia (continued) 

poor because of low prices and crop failures. Dairying continues to 
produce a satisfactory year-round income. 

Banking conditions have changed considerably since these coun-
ties were last visited. Whereas previously the investment accounts of 

4 most of the banks reflected appreciation, depreciation now exists, and 
in many cases causes serious capital impairments. All bankers are con-
cerned about security prices but many of them are concerned as well 
with the attitude of the supervisory authorities toward capital impair-

A ments. In many cases the directors have previously supported these 
institutions to the limit of their ability and will be unable to do 
more, and it is doubtful if additional capital can be raised to 
strengthen many of the institutions affected. 

a Deposits are reflecting a downward trend, partly because of 
farm demand and partly because of poor business conditions. Consider-
able attention is being paid to granting personal loans and many banks 
are actively supporting the F. H. A. program. 

The trend of deposit interest rates is downward. In New Jersey 
v the maximum allowable is 2 per cent but many banks pay but ijg per cent, 

while others pay the rate only on the first $1,000. and 1 per cent on 
amounts beyond that. Other institutions both in Pennsylvania and New 
Jersey arc considering reducing the ratos paid. The prevailing rates 

> on loans are 5 per cent on secured and 6 per cent on unsecured loans. 
Larger commercial lines are able to obtain better rates on a competi-
tive basis, however, as are municipalities and counties. 

Prior to the reduction in reserve requirements, comments were 
received that requirements were too high. Since the reduction, several 

* bankers stated that it was well timed and in their particular cases re-
lieved the bank of the necessity of borrowing to meet demands. One 
banker, however, stated that the reduction was too small to bother with 
and that he was not considering it. 

The cashier of a National bank, the condition of which has been 
> subject to considerable public comment, stated that funds were being with-

drawn and deposited in safe deposit boxes. When this officer attempted 
to explain about deposit insurance to one such customer, he received a 
reply that many people had been of the opinion that banks, members of 

> the Federal Reserve System, could not close and that depositors could 
not lose money but, having seen this happen many times prior to March, 
1933, they now have their doubts regarding the F. D. I. C. 

Several bankers commented upon what they termed the severity of 
the National bank examiners in classifying loans. This applies particu-
larly to classifying as slow, loans current as to interest, on which 
regular reductions are being made, as a large total of loans so classi-
fied brings criticism from the Comptroller's office. Many of these 
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bankers are officers of banks in farming sections where longer maturities 
are the rule, rather than the exception, because of the character of busi-
ness financed. Some of those officers also commented on the fact that 
the last four examinations had been conducted by different examiners, 
which precluded any opportunity for familiarity with the worth of bor-
rowers by the examiner. 

The officers of two State banks in New Jersey stated that the su-
pervisor of banks had objected to their banks having a concentration of 
investments in United States Government obligations. 

The industrial outlook for the near future is very uncertain. 
There is a dearth of the customary long-term commitments for goods end 
virtually no buying of equipment or planning of plant expansion. Pur-
chases of raw materials and semi-finished goods by producers are restrict-
ed only to current requirements which are much smaller than they were at 
this time last year. While not widely prevalent, there are numerous 
cr sas which evidence an existence of friction between labor and manage-
ment . 

Output of farm products in 1937 was substantially greater than in 
the previous year. Receipts froia the sale of agricultural commodities 
this year, however, have declined somewhat, owing chiefly to a sharp drop 
in prices of grains, potatoes and certain other produce including fruits. 
Quotations for dairy products, which constitute one of the major sources 
of farm income, have been fairly well maintained. 

The burden of public relief in one form or another has increased, 
largely through reduced employment in industries. Figures covering the 
four Pennsylvania counties indicate that the number of persons on direct 
relief about the middle of April was two-thirds greater than at the same 
time last year. Expenditures in this period rose about 60 per cent. In-
creased activity on ?<PA projects and payment of unemployment compensation 
has lightened the direct relief load somewhat during the past two months. 

Cleveland 

The primary interest of bankers in all sections visited continues 
to lie in the depreciation in bond accounts and the attitude of supervis-
ing authorities in respect to handling of such depreciation. It appears 
that the practices of various supervisors are far from uniform and there 
has been criticism of the fact that the policy of national bank examiners 
in the Third and Fourth Federal .Reserve Districts is not substantially 
the same. In the Fourth District, the policy of national examiners ap-
pears to require a write-off of 50 per cent of current depreciation, ex-
cept in Group One; in the Third District, it is understood that national 
bank examiners are making no such requirement. We understand that the 
Pennsylvania State Department has followed a practice essentially the same. 
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Cleveland (continued) 

In the State of Ohio, it is the present practice of State 
examiners to require the write-off of all depreciation on stocks and 
defaulted bonds, and to set up a reserve out of profits to cover depre-
ciation in other issues than those in Group One, where the undivided 
profits account will str.nd the charge. In other instances, the payment 
of dividends is discouraged until the required reserve is built up. 

One western Pennsylvania banker has offered the suggestion that 
values of investments be determined by a method similar to that used by 
a number of insurance companies in 1932. 

There have been few comments with respect to the recent reduc-
tion in reserve requirements. In some cases it has released funds for 
employment, but in the majority of cases it is merely regarded as a favor-
able gesture. 

What demand for credit exists appears to be primarily in the agri-
cultural districts and is somewhat seasonal in nature. In a few scattered 
instances, banks are selling investments in order to meet loan demand. 
There are continued complaints of competition of Government loan agencies 
in the agricultural sections, as well as the competition of private capi-
tal seeking agricultural, loans. 

In the smaller centers, retail business is discouraging and mer-
chants are reported afraid to replenish stocks under present conditions. 
Savings deposits continue to be drawn upon to meet current expenses. 

Richmond 

During the month of April visits were made to 65 member banks 
and 49 non-member banks, and in addition one or more representatives 
attended 11 meetings of State bank association groups, county clearing 
house associations, and other bankers' meetings. 

Bankers in all sections continue to report light demands for loans 
and complain of the difficulty of investing funds on a profitable basis. 

While there have been few changes in the par list in the Fifth 
District for several years, some member banks in the Carolinas which are 
adjacent to non-par institutions remark on the unfairness of the present 
situation whenever they are visited. 

In the cattle section of Virginia and West Virginia cattle are 
out on the grass two or three weeks earlier than average. In the fruit 
district of the Shenandoah Valley section of Virginia and West Virginia 
there has been much apprehension as to the condition of the new peach 
and apple crops resulting from the severe cold weather during the latter 
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part of April. In the lower valleys fruit was reported as badly damaged, 
but in the higher orchards the damage was less severe, while east of the 
mountains most of the fruit, both apples and peaches, was sufficiently 
advanced, to withstand the cold, which was not so severe. Over many of 
the agricultural sections of this district there is a very noticeable 
shortage of rain. 

While there is a general belief that some form of control over the 
tobacco crop is desirable, there is in some sections dissatisfaction with 
acreage ellotments. 

There has been a further slowing down of activity at cotton mills 
as the result of the accumulation of inventories. It appears, however, 
that inventories of wholesale dry-goods concerns, which were high last 
spring, have been reduced to normal proportions. 

Bankers in Charleston, West Virginia, report that there is now more 
unemployment in Charleston and the surrounding territory than at any time 
during the past several years, that the coal mines are operating only about 
two days a week on an average, that the pay roll of one of the largest chemi-
cal manufacturers is about 80% of last October, that a company normally em-
ploying several hundred men and making thirteen products for automobile manu-
facturers has shut down, and that a large glass plant is operating only two 
out of fifteen furnaces. 

At Huntington, West Virginia, the railroad shops, which normally 
have a force of 2,500, are now employing between five and six hundred, as 
compared with 1,500 a year ago. Two other companies which manufacture rail-
road cars and steel rails and normally employ around 1,200 have no orders 
on hand end are employing only skeleton forces. A large glass company em-
ploying 900 is operating 80%. However, two other industrial companies em-
ploying about 430 are both operating full time. 

Atlanta 

Conventions of Florida Bankers Association and Georgia Bankers Association 

The forty-fifth annual convention of the Florida Bankers Association 
was held at Hollywood, Florida, on April 5, 4, and 5, with an estimated 
attendance of 550. The Association went on record as being in favor of dis-
continuing Postal Savings at all points where adequate banking facilities 
are available. 

The convention adopted a resolution which set forth and emphasized 
the definite contrast in the quality of insurance afforded by the Federal 
Deposit Insurance Corporation and the insurance afforded by the Federal 
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Savings and Loan Insurance Corporation. The resolution urged members of 
the Association to give the widest possible circulation to the differences 
between the two forms of insurance. 

Birmingham. Alabama 

It was reported that business activities in Birmingham had been 
fairly well maintained during the past several months. The bankers inter-
viewed stated that the operations of the Tennessee Coal, Iron & Railroad 
Company (a United States Steel Corporation subsidiary) were currently at 
a rate substantially higher than the average rate for the industry in the 
country as a whole. The sustained activity in the iron and steel industry 
has had a favorable effect on other allied industries, such as coal and 
iron ore mining. Industrial employment has been fairly well maintained, 
with a beneficial effect on business conditions generally. Demand for loans 
is regarded as unsatisfactory. 

Chicago 

Calls were made during the month of April on 124 member and 10 non-
member banks. The majority of the banks in the smaller communities report 
some increased demand for local loans, due to borrowings by farmers for 
their seasonal needs, for holding corn, or for purchasing farm implements. 
In practically all of the agricultural communities farmers are reported 
holding corn and in some cases their cattle for better prices; in the Upper 
Thumb district of Michigan a considerable portion of last year's bean crop 
is being held. A few banks have installed industrial loan departments and 
report a satisfactory experience. One bank states its local loans are 
trice that of a year ago; another reports loans at a new high for six years. 

Deposits in many cases show reductions since the March 7 call. A 
number of banks have recently reduced the amount of :.nterest paid on time 
deposits, while one has discontinued the use of certificates of deposit. 

In a few cases bond portfolios still show an appreciation. Gener-
ally, however, there is a depreciation and in some iustances the bond ac-
count is giving considerable concern. 

Some evidences of hoarding are indicated. Bankers who mentioned 
this stated that while some money was going into safety deposit boxes> 
they did not believe this was being done to a great extent and did not at-
tach a lot of significance to it, simply reporting it as a fact. One bank 
said that some of its customers are looking over the bond portfolios of 
insurance companies, in some cases taking the cash surrender values of 
their policies. Another banker reported that he had seen no evidence of 
money being taken to safety deposit boxes, but felt that were it not for 
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the insurance of deposits a great deal of this would be done. 

No unfavorable comment with respect to the services of the Federal 
Reserve bank was heard. However, one banker stated that he hoped reserve 
requirements would be further reduced so that his bank would not have to 
borrow. One bank advertises that it is the only member bank in the county. 

Bankers interviewed who are not now using our Transit Department 
stated that their reason for this is the fact that the correspondent banks 
do not require segregation of items and give them immediate credit. Nearly 
all of these volunteered the information that they realize when their bal-
ances with their correspondents are reduced a service charge will be made, 
and at that time they will send their items to us. One banker reported 
that his city correspondent had called on him recently and made the sugges-
tion that he send more of his items to the Federal Reserve bank, as his 
balance was not profitable. Some criticism v;as made of competition from 
the Production Credit Corporation. Reference was made to criticism of 
examiners on used-car loans and so-called "capital loans." 

In general, bankers appear to be concerned about -

1. Low return on earning assets. 
2. Bond depreciation. 
5. Requirements of supervisory authorities regarding 

chargeoffs. 
4. Competition of Government agencies. 

In the manufacturing towns very little change is reported in indus-
trial activity from a month ago. In Rockford, Illinois, the furniture 
plants are doing practically nothing, while some of the machine tool facto-
ries have been kept going by export orders. In Bay City, Michigan, about 
fifty per cent of the labor last year was employed in the automotive indus-
try, and while there is very little activity reported in such plants at 
present, some of the other plants in the city have been operating on a more 
satisfactory basis and Bay City apparently has not been affected as much 
by the recession as some other Michigan points. At Saginaw, Michigan, also 
about half of the labor last year was employed by suppliers of automotive 
parts; other industrial plants in some instances are more active, but busi-
ness is reported very quiet with retail sales materially lower. 

There is a better feeling generally in agricultural communities 
despite the lower prices for farm products. However, in practically every 
point heard from the farmers are very much opposed to the new AAA program. 

St. Louis 

During the month our officers and field representatives visited 184 
banks, of which 47 were in Arkansas, SO in Illinois, 24 in Indiana, 4 in 
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Kentucky, 21 in Missouri, 2 in Mississippi and 56 in Tennessee. 

The volume of mercantile business in the northern portion of the 
Eighth District shows no perceptible change from that of the past few 
months. Here and there some acceleration is noted, but this is invaria-
bly due to purely local causes, such as oil discoveries in Southern Illinois 
which result in considerable business activity. After the close of the 
Easter Holiday trade, buying generally has been based solely upon actual 
present needs, with no tendency to anticipate possible future requirements. 

As mentioned last month, merchants are endeavoring to reduce in-
ventories, but largely in a systematic manner. Such price concessions as 
are made to induce buying have not been sufficiently drastic to create 
any disturbing effect. 

It is noted that throughout the district the purchasing power of 
those engaged in agricultural work is now in the ascendency, though this 
spending is somewhat restricted owing to decline in prices paid for farm 
commodities. 

Industrial employment continues at the low levels reached in the 
latter part of 1937. 

In the agricultural sections, some expansion has taken place in 
local loans made largely to meet seasonal needs. Most banks are restrict-
ing such advances to nominal sums, in view of prices paid for farm commodi-
ties. Present indications give promise of large harvests of the principal 
grain crops this season. In certain larger country communities there is 
evidence of renewed interest in FHA loans, but for the most part local needs 
tif that kind have already been cared for. 

Regarding Investments in securities for earning purposes, the 
tendency on the part of country banks is to dispose of present holdings 
that command a high premium, and to re-invest at least a portion of the 
proceeds in similar securities that can be purchased at or near par. 
Little interest is manifested by country banks in securities other than 
those of the Government or such as are government guaranteed. 

One Illinois national bank member recently discontinued the use of 
our par check collection service for the reason that the business had been 
solicited by another member bank in the State which only required one let-
ter for all classes of items whereas three were required by us. This 
banker did not seem to be wholly satisfied with the program and when asked 
if he would again make use of the F. R. 3. for check collections in the 
event the rules as to sorting and credit were modified, he replied that 
he would very seriously consider the matter as he liked the prompt and 
efficient manner in which cash items were handled by this bank. Some other 
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St. Louis (continued) 

member banks also feel that it is easier to comply with the requirements 
of commercial correspondents than with those of the reserve bank, but on 
the whole such banks are in the minority. 

Two special visits were made to nonmember Missouri banks which had 
requested that they be removed from the par list. After advantages of re-
maining on the par list were fully explained, one bank agreed to remain 
and the officer interviewed in the other bank agreed to bring the matter 
before his board of directors for further consideration. 

The recent reduction in reserve requirements was mentioned by severe, 
si member bankers, the larger banks being at somewhat of a loss to know 
what to do with the released reserves and others voicing the opinion that 

* reserve requirements should be returned to the percentages in effect before 
any increases were made. A few nonmember bankers commented on the release 
of excess reserves which they felt would lead to inflation. 

In discussing membership with nonmember bankers generally, it seems 
that the loss of exchange revenue, the giving up of branches which are 

w profitable, and the fact that they are now operating without membership, 
are the main drawbacks to applying for membership in the System. One of 
our officers, however, feels that many of these bankers in speaking of ex-
change include not only revenue from exchange on cash letters, but fees on 

> non-cash items and a service charge for cashing out of town checks over 
the counter. If they would go to the trouble of really analyzing the ex-
change account they would doubtless find that the amount actually received 
from exchange on cash letters would be comparatively small. Some nonmembers 
may consider membership when their earnings, exclusive of exchange revenue, 

r justify it. In discussing membership with nonmember banks, it was found 
that many of them lean toward nationalizing rather than possible member-
ship as a State bank. 

Minneapolis 

North Dakota Group Meetings 

Mr. Adam Lefor, State Examiner of North Dakota, spoke at the Valley 
City meeting. He told of the banking conditions as they prevailed at the 
present time and told the State bankers that they could not look to the 
Reconstruction Finance Corporation for assistance in taking care of their 
bond depreciations. He told of being in Washington for the purpose of 
attempting to keep a number of banks open which the Federal Deposit Insur-
ance Corporation contemplated closing. He stated he was successful in ob-
taining a deferment until after the 1938 crop season for thirteen of the 
sixteen banks in question. 

The bankers were very enthusiastic over crop conditions this year 
for it is the first time in many years that the farmers have had subsoil 
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Minneapolis (continued) 

moisture sufficient to germinate the seed. Conditions in North Dakota, 
particularly the western section, have been deplorable for the last seven 
or eight years. Nevertheless, despite this fact, the farmers have started 
out this year with renewed hope and determination. The spirit shown by 
the farmers and the bankers is almost beyond comprehension. They do feel, 
however, that if a good crop is harvested, wheat prices will drop to between 
50(5 and 60$, but even if the price does fall below 50d, the morale of the 
farmer as a whole will be greatly improved if a crop is had. 

North Dakota possibly is the most exchange-minded state in the Union 
and for that reason, we have no North Dakota state member banks. Conditions, 
as I have heretofore stated, have been particularly deplorable in North 
Dakota, and the many small banks in that State could not exist if they did 
not charge exchange. 

Northeastern South Dakota 

There are no prospects for new buildings nor much in the way of re-
pairs or remodeling of homes or farm buildings throughout the district 
visitedj quite a few farms have been abandoned, and a return of normal rain-
fall and good growing conditions must come soon or the farmers will be forced 
to move away in increasing numbers in the poorer parts of the territory 
visited. 

Northwestern Wisconsin 

A matter of much concern to many of the bankers visited was the de-
preciation of railroad securities. Several of the bankers frankly stated 
that this depreciation, on the present basis, would more than wipe out their 
earnings for this year. Other bankers expressed keen regret that they had 
not reduced their holdings of railroad issues before prices declined. 

Much of the territory visited is still undeveloped, and some of the 
banks here have a good local demand for money. One banker stated that he 
would be glad to receive funds from outside his trade territory temporarily 
so he could meat the local demand. In other sections, bankers are looking 
for a good outlet for their funds. In many instances, bank deposits are 
about the same as a year ago, although there are some variations. 

An interesting feature of this trip was visitation of the so-called 
offices or stations which banks in Wisconsin are permitted to operate. In 
one case, a bank station was operated in the rear of a grocery store, the 
station consisting only of a teller's window and a small bank safe. In 
another town, the station occupied a part of the space in a meat market and 
it was somewhat of a shock to see the butcher wrap up a package of meat for 
a customer and then step across the lobby to a teller's window and receipt 
for a bank deposit. In still another town, the banker also acted as post-
master, both the bank and the post office being housed in one small room. 
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In this instance, the banker explained that this was a very convenient arrange-
ment for him because if a customer failed to meet his obligations, it was easy 
to contact him when he called for mail. These offices or stations apparently 
are satisfactory to the communities they serve and in some instances at least 
are being operated at a substantial profit. 

Interest rates on chattel mortgage loans range from 6% to 8%, averaging 
about 7%. Very few banks are making real estate loans in this section at 
present. 

Many of the banks feel that they are making satisfactory progress at 
this time. A national bank in Hayward reported that they had paid dividends 
of 122% in the thirteen years they have been in existence. Insurance commis-
sions are a source of considerable revenue for some banks. 

Potatoes are being raised in quantity in some sections, and it is in-
teresting to note that some potato raisers, after their season is over in 
Wisconsin, go to Florida where they raise another crop during the winter. In 
this way they are busy during the entire year. 

Northwestern Minnesota 

With but a few exceptions the banks visited did not show any consider-
able bond depreciation. The majority of the banks have invested their funds 
in United States Government obligations and high grade municipalities. They 
are highly elated over the increased price of United States Government bonds. 
Some of the bankers, however, are fearful that in the not too distant future 
United States Government bonds will be considerably lower. 

Kansas City 

The favorable agricultural outlook continues to be the chief topic of 
interest in this District. Rainfall has been uniformly satisfactory, precipi-
tation for the first three months of the year averaging approximately 35 per 
cent above normal. The mountains of Colorado are full of snow and plenty of 
water for irrigation purposes is in prospect. In a physical way this District 
is in better condition than it has been for years. 

Bankers in Nebraska report that many farmers apparently are not going 
to take advantage of the new agricultural bill and that many who wish to co-
operate are experiencing difficulty in adapting it to their farm program. 
Some Oklahoma bankers report that farmers in their communities are producing 
more hogs and cattle than in recent years. 

This bank recently computed operating ratios for member banks in this 
District. Copies of this report, with the ratios for the particular bank ap-
pearing on it, were sent to each member bank. The response was more than 
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Kansas City (continued 

expected and the many letters received bring to light many highly signifi-
cant matters. These letters shcm there is widespread interest in this sort 
of thing arid that many banks have dene a good deal in the past in the way 
of computing their own ratios. Naturally a diversity of accounting prac-
tice in handling certain matters has caused some confusion. The cardinal 
weakness of these sporadic individual computations has been that there was 
little in the way of outside experience or achievement to serve as a basis 
of comparison. Studies such as this bank made fill this need. 

One thing of special interest these letters show is that many bankers 
seem to assume their achievement is satisfactory when their own ratios con-
form closely to the averages given in the report. After all, any average is 
a mediocre standard of performance and is a low mark at which to shoot. It 
•light be helpful in the future to compute another set of ratios based on the 
achievement of banks that are above the average. 

There appears to be a tendency on the part of some banks to take 
profits on their government securities. In fact, some bankers say they 
have sold all of their holdings. In most cases the intention is to repur-
chase at .lower prices. Country bankers seem not greatly impressed with the 
reduction in reserve requirements. The opinion is expressed that such action 
is erratic and there is no way of telling when the requirement may again 
be raised. 

No change in general business conditions in this District is appar-
ent. Bankers and men of affairs have little faith in the lasting benefits 
of the proposed spending program. Construction work is confined mostly to 
public projects and F. H. A. activities. It is reported that more than a 
half of the applications for low-priced homes come from speculative builders. 
Competent opinion is that much depends on how these speculative structures 
sell. Real estate men tend to the opinion they will not sell satisfactorily 
until employment conditions improve. 

Dallas 

Five member banks and three nonmembers were visited in the extreme 
western zone of Texas served by our El Paso Branch. Cotton, Cattle and 
oil are the chief economic supports of this part of the district. 

Most of the cotton farmers in this semi-arid area signed the govern-
ment 1s acreage reduction agreement, and those in the irrigated section (El 
Paso County) believe they will benefit from it through heavy per-acre pro-
duction resulting from irrigation, heavy fertilization and intensive culti-
vation. On the other hand, the producers in the unirrigated Pecos Valley 
region view with considerable pessimism their prospects for breaking even 
on this year's operations. They were expecting a required acreage reduc-
tion of approximately 40 per cent, but when the allotments were announced 

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



-17- R-249-a 

284 
Dallas (continued) 

they called for a much heavier reduction, according to information given 
our representative. 

The physical condition of cattle and ranges in this section of Texas 
was reported to be better than at any time since 1920. 

Oil production is being held at a steady level, although drilling 
operations have been almost entirely suspended, due to the uncertainties of 
the present oil situation. 

None of the visited banks complained of Federal reserve policies or 
services. A few expressed curiosity as to the cause of the recent reduction 
in reserve requirements, stating that their own cash positions were such 
that they had ample funds for lending but that their customers who are en-
titled to crea.it are not in need of loans. 

All member banks in the district's reserve cities were interviewed 
during the month in regard to the contemplated discontinuance of our reserve 
city clearing house plan of collecting checks and remittance drafts. An 
alternative plan offering a simpler method of effecting such collections was 
explained to these banks and received their unanimous approval. As these 
interviews were confined to technical discussions of transit operations they 
developed no information of general interest regarding other aspects of Fed-
eral Reserve relations or developments in local economic conditions. 

San Francisco 

Lornpoc Valley. Santa Barbara County. California 

This is a prosperous valley about 50 miles north of Santa Barbara, 
the principal industries of which are livestock, dairying, beans, grains, 
vegetables, mustard, and flower seeds. All lines are reported as being 
fairly prosperous, with the exception of the bean growers, who have been ad-
versely affected by the low price of beans. This last season the lettuce 
growers have been particularly prosperous, owing to the effects of the March 
storm on growers in other parts of the state. Lettuce has recently been 
selling as high as #11 a crate. In prior years it is estimated that up to 
8G% of the world's mustard seed crop was grown in this valley, but of late 
considerable acreage formerly devoted to the growing of mustard has been 
diverted to other purposes. 

Ventura County. California 

Conditions in Ventura County are fairly prosperous. Citrus growers 
face lower prices, and the bean growers, owing to the price of beans, are 
not making any profit. It is problematical just how they will fare, as the 
last payment for last fall's crop has not yet been made by the association, 
and the amount of it is yet unknown. 

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



R-249-a ^ 

g;.'n Francisco (continued) 

There is very little building activity, and no interest is displayed 
in the F. H. A. program, the reason assigned being that "there is too much 
red tape and that building costs are too high." 

Imperial Valley, California 

Conditions in the Imperial Valley were considered to be fair. There 
is more fattening of cattle and sheep than formerly, and operators will make 
s o e o money. 

Low prices are being received for butter fat, and only the better 
operators will shew profits. However, dairying in the Valley is fundamental-
ly in s sounder condition through the elimination of several hundred marginal 
producers. 

Although there was a fair crop, the winter lettuce deal was a failure 
on account of the very lev; prices received, with no growers showing profits. 

Prices for grapefruit were very low, and the outlook is not promising. 

Tho cantaloupe deal is just starting, and while a few shipments have 
been made and high prices received, future prices are problematical when the 
deal gets into full swing. Prospects are for a fair crop only. 

Alfalfa prices have been low, but have recently stiffened. 

Growers of green peas, of which there are two crops, were fortunate 
in having large crops and high prices. 

Hearing activities are on a very Limited scale. 

îd-Columbia District, Oregon 

Prospects for a good crop of wheat in the Mid-Columbia area were 
excellent. The livestock situation is reported to be favorable, cattle and 
sheep having come through the winter in good condition, with ample feed and 
with a minimum amount of loss. A little better than normal spring lamb crop 
is estimated, and, notwithstanding the heavy carryover of wool for the coun-
try as whole, growers are anticipating a price of around 18 cents per pound. 

Southwestern Washington - Cowlitz .and Clark Counties 

The lumber industry in the lower Columbia River area for several 
months past has been hampered by internal labor disputes, and running on a 
very low production schedule owing to the lack of demand and market condi-
tions. The largo mills in Longview for the past several months have been 
operating on a three to four day week schedule with an average return to the 
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common mill labor of $75 to $80 per month. This reduction in pay roll has 
naturally reflected in the volume of commercial business, but we are in-
formed that merchants are not overstocked and have thus far been able to 
carry on with very few liquidations. 

Dairymen have done fairly well, although there are complaints that 
the price of feed is still high in proportion to the returns. Recent re-
ductions in the price of milk in the Portland milk shed will add some diffi-
culties to the milk producers unless the costs can be further reduced. 

Poultry business has been a problem for some time. Cost of feed has 
not been reduced in relation to the reduction in the egg prices and most 
producers are having difficulty getting by. 

Prune growers have had several bad years in succession, of which 1937 
was no exception. It was reported that a number of growers are pulling out 
prune trees and putting in filberts. 

Business conditions in the towns visited were reported very slow with 
the outlook not very encouraging. 

Wenatchee and Yakima Valleys, Washington 

These valleys are large apple-producing districts. Information dis-
closed was to the effect that the present price of apples was too low to 
pay the cost of production, but that apples were being sold quite freely in 
order to move them and get anything back. The general attitude was that the 
less said about apples at this time, the better. 

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



PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

APRIL, 1958 

Federal Visits to Banks Meetings Attended Addresses Made 
Reserve 
Bank Member 

Non-
member Total 

i 
Number i Attendance Number Attendance 

Boston 41 23 64 15 one None None None 
New York 135 33 173 9 1,638 3 170 
Philadelphia 92 30 122 6 1,557 3 407 
Cleveland 155 29 132 4 505 2 70 

Richmond 65 49 114 11 1,520 1 160 
Atlanta 9 2 11 2 846 None None 
Chicago 124 10 134 2 **419 None None 
St. Louis 62 122 134 None None 2 350 

Minneapolis 64 104 168 11 975 4 146 
Kansas City- 37 13 50 11 1,298 2 300 
Dallas 37 4 41 2 110 None None 
San Francisco 61 10 *71 21 1,949 3 552 

•̂ Includes visits to branches of banks, member 33 
^Attendance at one not reported. 
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BOARD OF GOVERNORS 2 8 8 
OF THE R-250 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

May 26, 1938. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir; 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZSEEP - Treasury Bills to 
be dated June 1, 1938, and 
to mature August 31, 1938. 

Jery truly yours 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 289 
o f t h e 

a » 

FEDERAL RESERVE SYSTEM 

June 1, 1.958 

w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

Dear Sir: 

For your information there is inclosed a copy of 

a letter from the Board's Division of Bank Operations to 

one of the Federal Reserve banks with reference to report-

ing on Form E and Form 96a fiscal agency, custodianship, 

and depositary expenses applicable to the Commodity Credit 

Corporation. 

Very truly yours, 

J. R, Van Tossen# Assistant Chief, 
Division of Bank Operations. 

Inclosure 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS EXCEPT ST. LOUIS 
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R— 251—8. 

May 20, 1958 

Mr# * Assistant Cashier, 
Federal Reserve Bank of , 

Dear Mr. : 

Reference is made to your letter of May 17, 1938, 
asking whether the Board's telegram of May 7 contemplated that 
all expenses applicable to the Commodity Credit Corporation, re-
troactive to January 1, 1938# should be reported separately on 
page 23 of Form E, and on Form 96a or only that portion of such 
expenses as will be reimbursed by the Commodity Credit Corpora-
tion. 

All fiscal agency, custodianship# and depositary ex-
penses incurred for the Commodity Credit Corporation# regardless 
of how billed when obtaining reimbursement, should be included in 
the new unit on Form E and reported separately on Form 96a. Any 
adjustment necessary on Form 96a so as to include such expenses 
from January 1, 1938, should be made on Form 96a for the month of 
May. 

Very truly yours, 

(Signed) J. R. Van Fossen 

J. R. Van Fossen, Ass't Chief# 
Division of Bank Operations. 
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BOARD OF GOVERNORS 

o f t h e 

FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

R-252 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 2, 1938. 

Dear Sir: 

There are inclosed herewith copies 

of statement rendered by the Bureau of En-

graving and Printing, covering the cost of 

preparing Federal reserve notes for the 

month of May, 1938. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

May 2 to 31, 1938. 

Federal Reserve Notes, Series 1934. 

Sio $20 $500 #1000 #5000 #10000 
Total 
Sheets Amount 

Boston 105,000 25,000 1,700 450 200 100 132,450 $ 12,715.20 

New York 185,000 46,000 — — — — 231,000 22,176.00 

Philadelphia 72,000 25,000 — — — — 97,000 9,312.00 

Cleveland 52,000 45,000 ~ — 97,000 9,312.00 

Richmond 35,000 30,000 - - - - 65,000 6,240.00 

Atlanta 45,000 10,000 — ~ — — 55,000 5,280.00 

Chicago 103,000 35,000 — — — — 138,000 13,248.00 

St. Louis 30,000 20,000 — — ~ — 50,000 4,600.00 

Minneapolis 30,000 16,000 — — — — 46,000 4,416.00 

Kansas City 30,000 20,000 — — — — 50,000 4,800.00 

San Francisco 75,000 40,000 115,000 11,040.00 

762,000 312,000 1,700 450 200 100 1,076,450 #103,339.20 

1,076,450 sheets @ $96.00 per M $103,339.20 
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393 
BOARD OF GOVERNORS 

o f t h e 

FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 3, 1938 
R-253 

Dear Sir: 

Referring to the Board's letter R-164 of January 13# 1938, following 
is a statement of changes reported during May in the list of nonmember banks 
that have in force agreements with the Board pursuant to the provisions of 
Section 8(a) of the Securities Exchange Act of 1934: 

Additions 

Missouri 
Kansas City Mercantile Home Bank & Trust Company 

Mew Jersey 
Atlantic City Guarantee Bank and Trust Company 

Wisconsin 
Marshfield Central State Bank 

Deletion 

New Jersey 
Atlantic City Guarantee Trust Company 

The Guarantee) Trust Company, Atlantic City, New Jersey, should be 
added with the following note to the list (R-l64-b) of banks which filed 
agreements with the Board of Governors of the Federal Reserve System pur-
suant to the provisions of Section 8(a) of the Securities Exchange Act 
of 1934, but which are no longer in operation as nonmember banks: 

(Succeeded on May 2, 1938, by "Guarantee Bank and 
Trust Company") 

Very truly yours, 

tjt/t/bcAS 
L. P. Bethea, 

Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. Digitized for FRASER 
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DF THE 294 
FEDERAL RESERVE SYSTEM 

w a s h i n g t o n 

June 6, 1938. 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZSIX - Treasury Bills to 
be dated June 8, 1938, and 
to mature September 7, 1958. 

Very truly yours 

u. JNoexl, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

•-? 
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BOARD OF GOVERNORS 
o f t h e 

FEDERAL RESERVE SYSTEM 

295 

w a s h i n g t o n 

June 7, 1938. 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

SUBJECT: Code Words Covering New Issues of 
Treasuxy Notes and Treasury Bonds. 

Dear Sir: 

In connection with telegraphic transactions 

between Federal reserve banks covering Government 

securities, the following code words have been des-

ignated to cover new issues of Treasury Notes and 

Treasury Bonds: 

NGWLYES - 1 1/8% Treasury Notes of Series 
A-1943, to be dated June 15, 1938, and to 
mature on Juno 15, 1945. 

NOWDOW - 2 3/4$ Treasury Bonds of 1958-63, 
to be dated June 15, 1938, and to mature on 
June 15, 1963. 

eiy truly yours 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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296 
R-256 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 10, 1938. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed 

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

N0ZS0N - Treasury Bills to 
be dated June 15, 1938, and 
to mature September 14, 1938. 

Very truly yours 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANES. 
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BOARD OF GOVERNORS 

o f t h e 

FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

R-257 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 14, 1938. 

Dear Sir: 

There is attached a copy of the re-
port of expenses of the main lines of the 
Federal Reserve Leased Wire System for the 
month of May, 1958. 

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, 

0. E. Foulk, 
Fiscal Agent. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
EXCEPT RICHMOND 
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REPORT OF EXPENSES OF MAIN LINES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF MAY. 1958 

Federal 
Reserve 
Bank 

Number 
of Words 
Sent 

Words Sent 
by N. Y. 
Chargeable 
to Other 
F.R. Banks 

Total 
Words 
Charge-
able 

Pro Rata 
Share of 
Total Ex-
penses (1) 

Expenses 
Paid 

by Banks 
and 

Board(2) 

Payable 
to 

Board 
of Gov-
ernors 

Boston 37,064 1,065 58,129 : B 564.56 | 325.77 
New York 105,136 — 105,136 1,556.71 1,035.35 
Philadelphia 10,337 1,067 11,404 168.86 256.35 
Cleveland 44,318 1,084 45,402 672.25 277.93 

Richmond 42,580 1,058 43,638 646.13 224.20 
* Atlanta 64,116 1,035 65,151 964.67 337.27 

Chicago 87,664 1,188 88,852 1,315.60 1,192.87 
St. Louis 68,906 1,124 70,030 1,036.91 228.61 

Minneapolis 29,753 1,076 30,829 456.47 169.76 
Kansas City 62,554 1,058 63,612 941.88 259.18 
Dallas 61,942 1,086 63,028 935.23 281.43 
San Francisco 75,755 1,074 76,829 1,137.58 383.24 

Board of 453,512 II i • l 455,512 6,714.98 12,137.87 
Governors 

Total 1 ,143,637 11,915 1,155,552 $17,109.83 #17,109.83 

258.79 
521.36 
87.49(a) 
394.32 

421.93 
627.40 
122.73 
808.30 

286.71 
682.70 
651.80 
754.34 

87.49(a) 
$5,422.89 

(1) Based on cost per word ($.014806629) for business handled during the month. 

(2) Payments by banks are for personal services and supplies and payments by 
Board are for personal services and supplies ($1,605.41) and wire rental 
($10,532.46). Personal services include salaries of main line operators 
and of clerical help engaged in work on main line business, such as count-
ing the number of words in messagesj also, overtime and supper money and 
Retirement System contributions at the current service rate. 

(a) Credit - reimbursable to Philadelphia. 
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A D D R E S S 

June 15, 1938. 
O F F I C I A L C O R R E S P O N D E N C E 

T O T H E B O A R D 

Dear Sir: 

There is attached a copy of a resolution 
adopted by the Board of Governors of the Federal 
Reserve System levying an assessment upon the 
various Federal reserve banks in an amount equal 
to two hundred and seventy-four thousandths of 
one per cent (.00274) of the total paid-in capi-
tal stock and surplus (Section 7 and Section 13b) 
of the Federal reserve banks as of the close of 
business June 30, 1938, to defray the estimated 
expenses and salaries of the members and employees 
of the Board from July 1 to December 31, 1958. 

The resolution also contains instructions 
with regard to the manner in which the payments 
on the assessment shall bo deposited with the 
Federal Reserve Bank of Richmond. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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RESOLUTION LEVYING ASSESSMENT 

YJIIEREAS, Section 10 of the Federal Reserve Act, as amended, pro-
vides, among other things, that the Board of Governors of the Federal 
Reserve System shall have power to levy semiannually upon the Federal 
reserve banks, in proportion to their capital stock and surplus, an 
assessment sufficient to pay its estimated expenses and the salaries 
of its members and employees for the half year succeeding the levying 
of such assessment, together with any deficit carried forward from the 
preceding half year, and 

WHEREAS, it appears from a consideration of the estimated expenses 
of the Board of Governors of the Federal Reserve System that for the 
six months' period beginning July 1, 1958, it is nccessary that a fund 
equal to two hundred and seventy-four thousandths of one per cent 
(.00274) of the total paid-in capital stock and surplus (Section 7 
and Section 15b) of the Federal reserve banks be created for such pur-
poses, exclusive of the cost of printing, issuing and redeeming Fed-
eral reserve notes; 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, THAT; 

(1) There is hereby levied upon the several Federal reserve 
banks an assessment in an amount equal to two hundred and seventy-four 
thousandths of one per cent (.00274) of the total paid-in capital and 
surplus (Section 7 and Section 13b) of each such bank at the close of 
business June 50, 1958. 

(2) Such assessment shall be paid by each Federal reserve bank 
in two equal installments on July 1, 1938, and September 1, 1958, re-
spectively . 

(5) Every Federal reserve bank except the Federal Reserve Bank 
of Richmond shall pay such assessment by transferring the amount 
thereof on the dates as above provided through the Inter-district 
Settlement Fund to the Federal Reserve Bank of Richmond for credit 
to the account of the Board of Governors of the Federal Reserve 
System on the bocks of that bank, with telegraphic advice to Richmond 
of the purpose and amount of the credit, and the Federal Reserve Bank 
of Richmond shall pay its assessment by crediting the amount thereof 
on its books to the Board of Governors of the Federal Reserve System 
on the dates as above provided. 
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FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

o f t h e 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 

June 16, 1938. 

SUBJECT: Earnings and Dividends Reports 
of State Bank Members, Form 107. 

Dear Sir; 

There have been forwarded to you today 

under separate cover copies of Form 107 to 

be used by State bank members in submitting 

their reports of earnings and dividends for the 

six months ending June 30, 1938. The form is 

identical with the one that was used in submit-

ting reports for the semiannual period ended 

December 31, 1937. 

T O T H E B O A R D 

R-259 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary* 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 17, 1938 

SUBJECTx Call Reports of State Bank 
Members and their Affiliates 

Dear Sir: 

There have been forwarded to you today under separate cover 
the indicated number of copies of the seven forms attached hereto, 
for the use of State bank members and their affiliates in submitting 
reports as of the next call date: 

Number of 
copies Form 

Form FR 10$, Report of condition of State bank member. 

Form FR 105b (Schedule "0"), Loans and advances to 
affiliates and investments in and loans secured 
by obligations of affiliates. 

Form FR 105e, Publisher's copy of report of condition 
of State bank member. 

Form 105g, Alternate Schedule E, Loans and Discounts. 

Form FR 220, Report of affiliate or holding company 
affiliate. ^ 

Form FR 220a, Publisher's copy of report of affiliate 
or holding company affiliate. 

Form FR 220b, Instructions for preparation of reports 
of affiliates and holding company affiliates. 

Form FR 105 has been amended by providing a new item, 2(d), in 
Schedule F for reporting holdings of "Commodity Credit Corporation notes" 
and "Federal Housing Administration mutual mortgage insurance fund de-
bentures", guaranteed by the United States Government as to interest and 
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principal. Notes of the Federal National Mortgage Association, $29#000,000 
of which were sold last month by the Reconstruction Finance Corporation, 
should not be included in item 2(d) of Schedule F but in item 2(d) of 
Schedule G. 

The memorandum items at the bottom of page I4, "Total agricultural 
loans and loans on farm land" and "F̂ rm real estate owned", have been re-
ported regularly on other recent mid-year and end-of-year calls# In view 
of the difficulty experienced in the past in obtaining substantially accu-
rate figures for these items,the attached definitions have been prepared 
for the guidance of State bank members# The same definitions have been 
included in the Comptroller of the Currency's call report letter to 
national banks dated May 26, 1958* 

Form FR lÔ e has been amended by inserting instructions at the top 
thereof to the effect that item numbers and blank items need not be pub-
lished, and by eliminating the words "on a date fixed by the Board of 
Governors of the Federal Reserve System" from the reference to publication 
requirements appearing immediately following the call date. A review of 
published statements submitted as of March 7, 1958 disclosed many errors 
that could have been avoided if the member banks had prepared the pub-
lisher's copy from the official report and carefully compared it therewith. 
Please, therefore, ask the member banks to carefully compare the printer's 
copy with the official report before the copy is sent to the printer# 
Please also furnish the Board with copies of any letters sent to State 
bank members calling attention to errors in their published statements and 
of any replies thereto, so that such correspondence together with the pub-
lished statement may serve as the basis of determining whether or not re-
publication should be required# You will be advised if the Board considers 
it necessary to require any State bank member to republish its statement. 

The same procedure should be followed as on the last call for 
condition reports in mailing blank forms to State bank members, examining 
the reports, and forwarding copies thereof to the Board# The usual summary 
statement should be mailed to the Board showing the classifications of 
loans and investments, by classes of tanks, in time to reach the Board 
within three weeks after the date on which the call is made, if practicable. 

Very truly yours, 

Chester Morrill, 
Secretary. 

Inclosures. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 

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



304 

R-260a 

DEFINITIONS OF "AGRICULTURAL LOANS AND LOANS ON FARM LAND" AND 
"FARM REAL ESTATE OWNED", MEMORANDUM ITEMS AT BOTTOM OF 
PAGE I4 OF FORM FR 105, CALL REPORT OF STATE BANK MEMBERS 

By "Agricultural loans and loans on farm land" is meant 
(l) all loans on farm~land and (2) all other loans to farm or ranch 
owners and operators, including tenants, except where it is known 
the funds were "borrowed for purposes clearly unrelated to the pur-
chase, maintenance, improvement, or operation of farms or ranches. 
The term "Agricultural loans" will, therefore, include (a) loans 
and advances made for agricultural production, including the growing 
of crops, the marketing or carrying of agricultural products by the 
groxrers thereof, and the breeding, raising, fattening, or marketing 
of livestock; and (b) loans and advances made for all other purposes 
associated with the purchase, maintenance, improvement, or operation 
of the farm as a business or a home, including provisions for the 
living expenses of farmers or ranchers and their families. In de-
termining whether or not a given loan is an "agricultural loan" for 
the purpose of the condition report, the bank may rely on such in-
formation as it has available. Loans on cotton or other commodities, 
owned by the bank but guaranteed by the Commodity Credit Corporation, 
should be classified as "Agricultural loans", but notes of the 
Commodity Credit Corporation fully guaranteed as to interest and 
principal by the United States Government should be reported as in-
vestments against item 2(d) of Schedule F. 

By "Farm real estate" is meant not only improved farm land, 
including the improvements thereon, but also all other land known 
to bo used or usable for agricultural purposes, such as crop and 
livestock production, including grazing or pasture land, whether 
plowable or not plowable, and whether wooded or not wooded. 
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A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

R-261 

Juno 17< 1938 

Doar Sirj 

Referring to the Board's letter of December 6# 1937# 

(R-126), it will be appreciated if you will advise us of 

the total amount of prior service contributions to the 

Retirement System made by your bank in each of the years 

193b and 1935 and the item or items on Form 96 or the 

profit and loss account to which such contributions were 

charged. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS EXCEPT RICHMOND 

Very truly yours. 

E. L. Smeadj Chief, 
Division of Bank Operations. 
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FEDERAL RESERVE SYSTEM R"262 

w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 17, 1938. 

Dear Sir: 

There are inclosed herewith copies 

of statement rendered by the Bureau of En-

graving and Printing, covering the cost of 

preparing Federal reserve notes from June 1 

to June 15, 1958. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

June 1 to June 15, 1958. 

Federal Reserve Notes. Series 1954. 

Boston 

New York 

Philadelphia 

Cleveland 

Richmond 

Atlanta 

Chicago 

St. Louis 

Kansas City 

San Francisco 

105,000 

185,000 

40,000 

12,000 

70.000 

412.000 

50,000 

14,000 

40,000 

50,000 

10,000 

55,000 

6,000 

50.000 

195.000 

Total Sheets 

155,000 

199,000 

40,000 

40,000 

50,000 

10,000 

55,000 

6,000 

12,000 

100.000 

607.000 

Amount 

#12,960.00 

19,104.00 

5/840.00 

5,840.00 

2,880.00 

960.00 

5,560.00 

576.00 

1,152.00 

9.600.00 

$58.272.00 

607,000 sheets © $96.00 per M $58,272.00 
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A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 18, 1938. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZSUK - Treasury Bills to 
be dated June 22, 1938, and 
to mature September 21, 1938. 

Very truly yours 

S. R. Carpenter, 
Assistant Secretary, 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 20, 1938. 

SUBJECT: Holidays during July, 1938. 

Dear Sir: 

On Monday, July 4, the offices of the Board of Governors 
of the Federal Reserve System and all Federal reserve banks and 
branches will be closed in observance of Independence Day. 

The Board has been advised that holidays also will be ob-
served during July by the following offices: 

Tuesday, July 12 

Wednesday, July 13 

Oklahoma City Primary Election Day 

Nashville 
Memphis 

Saturday, July 23 Dallas 
El Paso 
Houston 
San Antonio 

General Forrest's 
Birthday 

First Primary Election 
Day 

Monday, July 25 Salt Lake City In observance of Utah 
Pioneer Day, which 
falls on Sunday 

On the dates given the offices mentioned will not partici-
pate in either the transit or the Federal reserve note clearing 
through the Interdistrict Settlement Fund. Please include transit 
clearing credits for the offices affected on July 23 and 25 with 
your credits for the following business days. 

Please notify branches. 

Very truly yours, 

J. C. Noell, 
Assistant Secretaiy, 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

Juno 21, 1958, 

SUBJECT: Monthly Report of Bank and 
Public Relations Activities. 

Dear Sir: 

There is inclosed for your informa-

tion a summary of the bank relations reports 

submitted by the Federal Reserve banks for 

the month of May in response to the Board's 

letter of August 25, 1936 (X-9680). 

Very truly yours, 

jr) ffVuZf 
Chester Morrill, 

Secretary. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

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



R-865-a 

TO The Board of Governors 

FROM Mr. Hammond, Division 
of Bank Operations 

June 17, 1938. 

SUBJECT: Summary of Bank 
Relations Reports. 

Reports of bank relations as requested in the Board's letter of 
August 25, 1936 (X-9680) have been received for the month of May and ex-
cerpts therefrom will be found on the following pages. A table showing 
for all twelve banks the number of visits made, meetings attended, and 
addresses delivered has also been prepared and follows the quotations. 

Aside from complaints as to the difficulty of finding profitable 
use for funds, the most general matter of concern to bankers appears to 
be governmental policy in the field of bank supervision, lending by gov-
ernment agencies, taxation, relief, and production and erosion control. 
The attitude of bankers on these questions is prevailingly critical. 

They appear to be particularly impressed by evidence of inconsis-
tency on the part of governmental agencies. They complain that from one 
quarter there is pressure upon them to lend, from another criticism of 
them for the loans thqy make, and at the same time very active competi-
tion from governmental agencies in the field of lending. 

This dissatisfaction with governmental policies does not prevent 
Government securities from being in general definitely preferred for in-
vestment . 

While economic conditions are generally spoken of as being extreme-
ly depressed, there is less discouragement on the whole in the west than in 
the east. For one thing, crop prospects in many parts of the west appear 
to be good. For another thing, western bankers appear not to have had in 
general as serious depreciation in their bond accounts as eastern bankers 
have had. 

Excerpts from the reports follow: (The reports themselves are 
attached to the original hereof.) 

Boston 

During May visits were made to 37 member banks and 20 nonmember 
banks in Vermont, New Hampshire and Massachusetts. The majority of the 
banks visited are located in rural communities devoted principally to 
dairying and small farming, and in the larger trading centers serving 
such communities. 
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Other industries are represented throughout the section by a scat-
tering of small woolen mills, shoe factories, machine shops, and woodwork-
ing plants, and in Vermont by the granite quarries and stone-finishing 
shops at Barre and .vicinity. Operations are at the low point at practi-
cally all of these plants, excepting at the shoe factories which are re-
ported to be in seasonal production with no great volume of orders ahead. 
At the marble quarries workers were on strike for a wage adjustment, and 
operations, which have not been large for some time, had ceased temporari-
ly pending settlement of the strike. 

No large money-crops are raised in the agricultural districts 
visited - the principal income of the farmers coming from the sale of 
milk to the large distributing concerns of Boston and New York. Bankers 
expressed the view that dairying in these sections is not a well-organ-
ized industry from the standpoint of the producer and tends to show con-
stantly diminishing returns. 

The demand for bank credit in the rural districts and trading cen-
ters has shown a seasonal increase over the past sixty days. The farmers 
are borrowing for crop-making purposes and in addition the banks are ad-
vancing them the funds they require to carry out a soil conservation pro-
gram under Governmental subsidy. The demand of summer hotels and resorts 
for their seasonal requirements is at hand and the small municipalities 
are borrowing locally, in anticipation of fall tax payments, to meet their 
current expenditures. With the exception of the loans made to municipali-
ties, which bear rates of from 3$ to 4̂ fo practically all loans carry a &fo 
rate. 

The investment list at practically every bank visited showed a de-
preciation, the range being from % to as high as 33$ in the case of one 
bank, and averaging around 15% for all banks visited. 

While at some of the banks there is a tendency on the part of the 
officers to be somewhat critical of governmental purposes and policies, 
at no bank was any criticism made of the administration of the Federal 
Reserve System or of this bank. 

New York 

Allegany County (Buffalo Branch Territory) 

Except in two or three instances, the demand for credit through-
out the county is reported to be very light, and as a consequence of this, 
together with a hesitancy to purchase securities at the present time, most 
of the banks are carrying reserves well in excess of their requirements. 
One small bank situated in an agricultural community opened a personal 
loan department about a year ago, and by soliciting business in neigbor-
ing communities where a fairly sizable number of salaried workers reside, 
has developed a good volume of loans and reports their experience up to 
the present time as very satisfactory. Another bank in the same locality 
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is giving serious consideration also to engaging in this form of lending. 
Many of the farmers throughout the county were reported to be receiving 
benefits under the Government's Soil Conservation program and the banks, 
as a general thing, are making advances against the assignment of these 
benefits. The amounts involved in this respect, however, are small and 
accordingly do not afford any material outlet for funds. With the excep-
tion of one bank situated in Wellsville (population 5,500), there is no 
activity in Federal Housing loans. This bank has made $135,000 Title II 
loans and actively solicits this type of business. 

Genesee and Orleans Counties (Buffalo Branch Territory) 

There are eleven commercial banks (two members and nine nonmembers) 
and a branch of a Buffalo trust company serving this territory. Nine of 
the eleven banks in this county originally issued preferred stock or capi-
tal debentures aggregating $680,000, of which $377,000 has since been re-
tired. Until recently there was a general disposition to redeem this ad-
ditional capital as rapidly as conditions would permit, or as authoriza-
tions could be obtained, and all but two banks have effected reductions, 
at least in part, if not entirely. Interruptions in the program may be 
expected for the time being, as there is evident a growing attitude to de-
lay further repayments as a consequence of the decline in the security 
markets. The total still outstanding is held by the Reconstruction Fi-
nance Corporation. 

Wyoming County (Buffalo Branch Territory) 

The aggregate of loans, now about $3,900,000, has been slightly 
reduced since a year ago. It was reported to us quite generally by banks 
that they are making every effort to make good loans, but not much demand 
is in evidence, certainly from reasonably satisfactory credit risks. The 
manufacturers are limping along on a staggered basis, unwilling to make 
forward commitments, particularly as jobbers and wholesalers are reported 
as being overstocked and buyers purchasing only on a spot basis. The 
farmers, fearful of further crop failures and low prices for their pro-
ducts, are hesitant about getting deeper into debt. Collections natur-
ally are poor. There is little demand for Federal Housing loans. Sev-
eral of the banks are developing personal loan business and are meeting 
with some gratifying results. Most of the banks are placing all new 
loans on an amortization basis. They are likewise endeavoring to amor-
tize old loans, but are meeting considerable resistance. 

Chemung, Schuyler, Steuben. Tioga, and Tompkins Counties 

Bond portfolios in general reflect a high proportion of United 
States government issues, ranging from a low of 2 per cent in the case 
of a very small bank to as high as 95 percent in one of the larger banks, 
and showing an average of 54 per cent for all banks. Many of the banks 
in this area are limiting their investment operations chiefly to United 
States government bonds, some selling their longer term issues while 
others are replacing with issues of shorter maturities, both groups 
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feeling that peak prices have been reached and that a drop in the market 
is about due. Bankers in discussing possible June 15 government financ-
ing expressed the hope that if bonds were offered, the maturity would be 
somewhere between 10 and 15 years in preference to a longer term issue, 
some indicating that they did not think a longer maturity would be well 
received. Owing to recent poor market conditions the banks are not mak-
ing much headway in improving their corporate investment position as there 
is a general reluctance to take the losses necessary at present market 
prices. Of the banks in this group, only nine still show a net apprecia-
tion in their bond lists with the percentages ranging up to 4 per cent, 
two are about even with the market, and twenty-one institutions show de-
preciation ranging from less than 1 per cent to as high as 13 per cent. 

Loans total approximately $25,000,000 and show a slight upward 
trend as compared to a year ago. This increase is largely in the smaller 
banks in the rural sections where there appears to be a somewhat better 
demand for seasonal loans for crop production and other farming purposes. 
In the larger centers the few increases shown are mainly due to purchases 
of outside commercial paper or public borrowings. There appears to be a 
growing tendency to take on personal loans and automobile paper, a field 
in which financing companies are offering strong competition. 

Philadelphia 

Industrial and trade conditions in the six counties of Pennsyl-
vania covered by this report are decidedly less favorable than a year ago. 
In manufacturing lines operating schedules generally have been curtailed 
drastically since last autumn, one of the few bright spots being small 
gains lately in shipbuilding activity in Delaware County. Production of 
anthracite fuel in Wyoming County and that of bituminous coal in Tioga 
County has slackened considerably and is much smaller than last year. The 
results of agricultural operations likewise have been less satisfactory 
than a year ago. Although the value of contemplated construction was 
larger in the first quarter this year than last, there is little current 
evidence of sustained expansion in the building industry. The effects 
of reduced income from wages and other sources are apparent in a decline 
in retail sales of general merchandise and in the failure of automobile 
sales to equal seasonal expectations. 

Factory employment has declined sharply as compared with the early 
months of 1937 and still greater reductions have taken place in payrolls 
and working time, indicating curtailed operations. Further slackening in 
both the durable and consumers' goods industries is shown by preliminary 
reports for May. Contraction in the operations of iron and steel mills 
and textile plants was especially pronounced and was distinctly at vari-
ance with the comparative stability to be expected from April to May. 

The depressed industrial situation is clearly reflected in the 
building industry. Demand for residences and commercial and factory 
buildings has shown little improvement and thus far has been consider-
ably smaller than in the spring of 1937. Such gains as have occurred 
have been principally in the nonresidential field, with educational 
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structures contributing measurably to contemplated construction totals 
in several counties. Although prices of building materials have de-
clined considerably during the past six months, labor costs have con-
tinued so high as to discourage new construction in many sections. 

Receipts from the sale o¥ farm products have been smaller thus 
far this year than last, owing largely to a substantial decline in 
prices. The decrease in quotations for grains and other field crops 
including fruits and vegetables has been more pronounced than in the 
case of dairy and poultry products, which are a major source of cash 
income to farmers in these counties. Feed costs have not declined 
proportionately, so that the margin of profit from the sale of milk, 
chickens and eggs has narrowed considerably during the past few months. 

Deposits are holding fairly well in spite of existing condi-
tions, increases appearing in time and savings accounts in most insti-
tutions. Interest rates vary from 1 to 2^ per cent. 

Demand for credit accommodation, although usually heaviest in 
the spring season, continues to be light. The total of loans and dis-
counts in most institutions is decreasing and bankers are complaining 
because earnings are affected. F. H. A. mortgages are being purchased 
by some banks for income purposes and the experience with this form of 
investment has proved satisfactory to date. Several banks are using 
Federal Reserve credit to meet local demands in preference to selling 
investment securities. The 6 per cent interest rate predominates but 
lower rates are charged depending upon the collateral offered or'the 
risk involved. 

Generally, it is believed, the condition of the banks is sat-
isfactory. While bond depreciation is a matter of concern, the invest-
ment accounts of most institutions have been improved as to quality, 
and charge offs required by supervising authorities have been made 
without serious effects. 

Cleveland 

In one of the large industrial centers in northwestern Ohio, 
it was reported that plants are operating at twenty to sixty per cent 
maximum, with loans and deposits decreasing. The real problem of the 
bankers is the maintenance of reasonable earnings. Reduction of in-
terest rates on deposits is being effected or contemplated. 

During the visits to Akron and vicinity, it was developed that 
labor trouble has aggravated the difficulties of the business situation 
in this section. This is reported to be bringing about a decentraliza-
tion of rubber plants, with the anticipated exodus of a large number of 
workers, and this in turn is causing considerable concern to bankers, 
merchants, etc. The labor condition has added to the troubles of the 
retail merchants not only in the curtailment of their business, but al-
so in effecting collections. For the same reason, likewise, real estate 
loans are a problem. Foreclosures are increasing because of long delin-
quencies in interest payments. 
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The price of wool being down to 20# as compared with the 36-37# 
prevailing in 1937, has had a detrimental effect on business in the wool-
growing counties. Industrial conditions in these counties are not con-
sidered more curtailed than in other parts of the state. However, they 
are quite unfavorable in some instances with the rolling mill down, and 
employment at a large stove factory down sixty to seventy-five per cent 
from normal. On the other hand the glass factories held fairly well, and 
one rubber company was reported as operating at capacity. Banks in this 
section are making small loans secured by chattel mortgages on an amorti-
zation basis, stating from their experience losses are negligible. Most 
of those banks have committed themselves to a policy of making loans in 
their communities wherever possible in preference to purchasing bonds. 

The report of general business conditions in western Pennsylvania 
is quite depressing, and business is considered at a lower level now than 
at any time in the past ten years. A large electrical manufacturing com-
pany recently further curtailed operations resulting in a lay-off of ap-
proximately seven hundred additional workers. • Deposits are decreasing in 
this section. There is no material change in loans although there is a 
tendency to decrease, or at best hold their own. 

In general the banks visited in the agricultural and industrial 
communities were well pleased with our services, including, our improved 
check collection facilities. The hope was expressed that the System would 
be able to work out a plan of average deferred availability for checks pay-
able through the country. The majority of the banks in that section of 
Pennsylvania, visited during the month of May, however, is not using our 
check collection facilities, and the reason given is that they have been 
using their city correspondents for years and see no reason to make a change. 

Banks in Wheeling have no complaints on our services, but on the 
contrary expressed satisfaction. There is practically no demand for loans 
although all of the bankers interviewed, stated they are eager to make 
good loans. A number expressed concern regarding their bond portfolios, 
including governments, which some of them feel are selling too high. They 
also expressed themselves as confused with the government program, and 
concerned over its results. While business is quiet the impression seems 
to prevail that activity in Wheeling and immediate vicinity is not as low 
as it is in some sections. OES steel company was operating at that time 
at 38# of capacity compared with 25# at Pittsburgh, 27% at̂ Youngstown, 
and 23% at Cleveland. It was felt this was accounted for by the large 
diversification of that company*s products* One large manufacturer of 
cotton prints at Wheeling is quite busy, and this is apparently not only 
seasonal, but the result of demand for lower~priced clothing growing out 
of curtailed income of individuals. 

The only visits in Kentucky were in the immediate vicinity of Cin-
cinnati. One banker voiced vigorous criticism of Reconstruction Finance 
Corporation publicity in connection with industrial loans, which lie states 
puts the onus on the bankers. To counteract this his bank has been run-
ning a series of ads in local papers that that bank solicits loans on the 
same terms offered by the R. F. C. 
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Richmond 

During the month representatives of this bank have had the oppor-
tunity of attending a number of group meetings in various parts of the 
district. At some of these meetings considerable time was given to dis-
cussing the advantages of establishing regional clearing house associa-
tions for the banks of a county or several adjoining counties. Banks in 
the smaller localities are apparently giving more and more thought to 
uniformity in service charges and interest rates. 

In the cotton and tobacco farming districts of the Carolines many 
of the early complaints about acreage allotments seem to have disappeared. 
During the latter part of the month much needed rains greatly benefited 
crops, and while a comparatively small amount of replanting was required 
in some sections visited, crops generally appeared in excellent condition. 
Bond depreciation was no problem to the banks visited, as the volume of 
corporate bonds held by member banks in the two States is negligible. 

In the southern coal fields of West Virginia operations have grad-
ually diminished until the mines are operating two days a week on an aver-
age and relief rolls have increased. One executive stated that in his im-
mediate section operations for the first quarter of the year had been at 
the lowest level of the past twenty years. 

Baltimore, with its diversity of industry and large port activities, 
is said by its bankers to be feeling the recession less than most large cit-
ies. Clothing manufacturers, however, are now experiencing quite a recession 
in operations. On the other hand, an airplane manufacturing company has been 
working full time in an effort to keep up with orders. There have been no 
labor troubles of consequence in this city. 

Only a few points in Virginia were visited during the past month. 
Business activity at Norfolk is being sustained, due in part to the activi-
ties of the local navy-yard, where employment has been at a peace-time 
peak. The shipyards at Newport News have sufficient orders to keep them 
active for more than two years, and employment is gradually being expanded 
as work progresses. This in turn has given some impetus to the building 
of homes and apartment houses. Business at Danville has been adversely af-
fected by the curtailment to two days a week of the operations of a large 
cotton mill which normally employs approximately ten thousand people. 

Atlanta 

At the joint convention of the Louisiana and Mississippi Bankers 
Associations, New Orleans, May 10-11, the Chairman of the Executive Com-
mittee of the Mississippi Bankers Association made a report in which he 
reiterated the Association's opposition to Par Clearance. The adoption 
of uniform service and maintenance charges was advocated. 
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The Mississippi State Comptroller, in an address before the 
Mississippi bankers, stated that exchange and service charges were 
the "very life" of "Mississippi banks and that in his opinion 90% of „ 
them would show a loss in operation if it were not for these sources 
of income. The State Comptroller is convinced that further efforts 
to establish universal Par Clearance will be made. The Mississippi 
Bankers Association was urged to recognize this fact, and be prepared 
to meet the situation when the movement is again revived. 

Mississippi banks which face compulsory membership in the Federal 
Reserve System in 1941 were organized at the Convention for the purpose 
of obtaining an amendment of the law in this respect. 

The Managing Director of the New Orleans Branch made visits to seven 
tanking points in the vicinity of New Orleans. The bankers interviewed 
expressed diesatisfaction with the current demand for loans, and they 
find it difficult to keep their funds profitably employed. In general, 
the volume of loans and of earnings compare favorably with the same period 
of 1957. 

In the vicinity of Covington end Mandeville the erection of summer 
homes on Lake Pontchartrain has stimulated the demand for real estate to 
the benefit of the banks located in these towns. Cattle raising is very 
profitable in this area, and the annual catch of muskrat in St. Tammany 
Parish alone exceeds $100,000. 

The strawberry crop in the vicinity of Hammond was damaged somewhat 
by frost. The anticipated yield of 3,400 cars was approximately 900 
cars in excess of the actual yield. The value of this crop was reduced 
by about $1,000,000 below the return of $3,500,000 estimated at the 
beginning of the season. It was reported that a large number of the 
growers made expenses only, l't was reported also that the bean crop, 
which follows the berry crop, is practically a failure; but in spite of 
these failures collections made by the benks have been good. 

On visits made to the member banks in Mobile our representatives 
were informed that, while business was quiet, the city of Mobile had 
not felt the decline in business nearly so much as other cities of simi-
lar size. Shipping at the Port of Mobile has held up very well, and 
there has been no labor trouble of consequence during the past twelve 
months. The volume of loans, deposit liability and earnings compare 
favorably with a year ago. 

Visits were made to eight nonmember banks and one member bank lo-
cated in the plateau section of Tennessee. This section is principally 
agricultural, and the agricultural outlook is very gratifying. The few 
manufacturing enterprises are materially depressed. The coal mining 
industry in the Sequatchie Valley is closed down on account of labor 
trouble and has been for some time. Farmers are obtaining satisfactory 
prices for lembs and wool. 
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On visits by our representatives to the three member banks and one 
nonmember bank in Knoxville, Tennessee, it was reported that the local 
manufacturing concerns had felt the effects of the present recession, 
and that payrolls were a little less than half of what they were a year 
ago. The exception is the marble industry, which has benefited from 
construction projects undertaken in Washington. The outlook for this 
industry ovor the next year is for continued activity. The bankers 
interviewed expressed the desire to increase the volume of their loans 
and complained of the lack of demand. 

Chicago 

The major part of the bank relations work during May consisted of 
calls on banks located in Illinois and southeastern Iowa, a few calls 
being made in northern Indiana, southern Michigan, and Wisconsin. 

The trend toward lower interest rates paid on deposits continues. 
The majority of the banks visited report a two per cent rate, and a 
number of them contemplate a further reduction. 

No appreciable change was noted with respect to local loan demand 
or lending rate, as most banks continue to complain of their inability 
to keep their funds invested. However, a few are' making real estate 
mortgages and have a fair demand for small seasonal loans. There is 
apparently no great interest displayed in F.H.A. loans. 

Very little complaint was heard with respect to Government compe-
tition with the exception of the usual reference to Postal Savings. 
Several banks stated that they had lost deposits to the postoffice 
following reduction in the interest rate on deposits, and others are 
anticipating this experience when their change in rate goes into effect. 
Insurance companies were referred to in one case as being the worst com-
petitors for farm loans. 

A review of the bonds held by State member banks in the States of 
Indiana, Iowa, and Wisconsin, shows that none of these banks has a 
capital impairment if depreciation in No. 1 bonds is excluded. Includ-
ing Group No. 1 depreciation, three banks show a slight impairment of 
capital. A review of the bonds in the State member banks in Illinois 
and Michigan has not been completed. 

While in a few places there are too many banks end some mergers 
would be advisable, as a rule the territory is not overbanked. For 
example: Blandinsville, Illinois - formerly 28 banks in the county, 
nox-7 only 1.0; Sandwich, Illinois - banks formerly at three surrounding 
tovns were not reorganized after the moratorium. 
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A large amount of corn is being held on the farmsj however, in 
many instances, large movements of corn to market are reported. A 
bumper wheat crop is in prospect in southern Illinois. It was esti-
mated that only about 75 per cent of the corn had been planted due to 
wet weather. Because of the high price of hybrid seed corn, farmers 
have been reluctant to risk planting too early. 

In practically the entire area visited, very few or no sales of 
farm lands were being made, and there was very little activity in 
building. 

Business generally continues to reflect decreased employment. 

(The following paragraph is quoted from the Declaration of Policy 
recently adopted by the Illinois Bankers Association:) 

"The community life in any State to a large extent 
is measured by its banking facilities. It has 
been demonstrated most thoroughly that the dual 
system of state and national banks has offered 
the most advantages. It has also been demonstrated 
thet the state banking system has contributed enor-
mously to the development of the country with par-
ticular regard to the respective immediate communi-
ties in which the banks are located and also that 
it is most desirable to national banks that the 
state system be maintained, inasmuch as in a country 
with the territorial extent, natural resources, and 
different social needs, such as exist in the United 
States of America, centralized control over banking 
operations and practices would be most undesirable. 
The only way of preventing the centralization of 
banking control in the hands of the federal govern-
ment is through the maintenance of the dual system. 
It is, therefore, most necessary that the citizens 
of our State appreciate this need and support the 
movement which has for its purpose the retention 
to the State of its right to maintain and operate 
a state banking system and of more immediate impor-
tance, the maintenance of state banks in the com-
munities in this State in which they are at the 
present time functioning or for which they may 
later on be needed." 

>n 
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St. Louis 

Visits to various parts of the Eighth District during the 
month of May indicate widely divergent conditions connected with the 
agricultural outlook for the current season. Little or no change is 
noticeable in either industrial or mercantile trade circles. 

Wheat gives promise of a very large yield in Missouri and 
also in certain portions of Illinois and Indiana. There are large 
areas in both states, however, where much damage was done during the 
winter and early spring that will curtail the yield. 

Dairying, or the production of fresh milk in particular, has 
been greatly encouraged in a section of one of the southern States of 
this district. The consumer companies operate a regular route, and 
factories using 50,000 and 60,000 lbs. of milk daily are located in 
several of the towns visited. One 1,600 acre farm has practically 
quit cotton farming and devotes most of the land to pasture and grain 
crops. 

Mercantile sales continue to be on about the same scale that 
has existed since January 1, 1938, and there is no indication of any 
change at this time. 

Industrial concerns, including coal mines, are largely "mark-
ing time", awaiting some indication of more favorable conditions be-
fore making any extensive commitments. Employment conditions, 
therefore, remain much the same as those which have existed since 
the first of the present year. 

A member bank officer who is personally cooperating with the 
Agriculture Department in its present soil conservation program, made 
comment to the effect that he is quite skeptical as to its success. 
A nonmember bank was very outspoken in the belief that the action of 
the administration is not helping to correct conditions, but is hinder-
ing the stabilization of prices. 

At the time of our representative's visit to an Arkansas non-
member bank, the bank was full of Negroes cashing Government rental 
checks. The officers of this bank were thoroughly dissatisfied with 
the Government Farm Program. They do not consider it will do any one 
any good in the long run and firmly believe that the remedy is hard 
work and more of it. 

One nonmember banker complained that the Production Credit 
Corporation was hurting his business very much on account of lending 
money at 5% and he was unable to overcome this competition. Another 
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nonmember banker, who reported a fair demand for credit, explained 
that there were six Government agencies operating in his vicinity in 
competition to his bank, and he. remarked that none of these agencies 
had to pay any taxes. 

The cashier of a member bank indicated that he did not feel the 
Government agencies or the finance companies represented a type of com-
petition to be criticized. He stated that the local Production Credit 
Corporation, as well as the Federal Land Bank, offered a means of tak-
ing care of loans which he considered undesirable. On the other hand, 
he informed our officers that some loans which these agencies had made 
were later taken over by his bank when they appeared to him to be more 
attractive than when originally presented. This bank is not interested 
in investing in bonds other than Government. 

A nonmember bank, which has a fair demand for credit, picks its 
own customers, the others going to Government agencies. Its loans are 
secured by stock and crop mortgages and the bank insists that a tenant's 
landlord sign the note with him. The officer stated that last year all 
of his loans were paid except two small ones which would be paid this 
year. One nonmember banker is very strong for loans to small farmers 
secured by stock and crop mortgages, having made approximately 2,000 of 
them this year, all of which bear 8% interest. Every note of this 
nature which the bank had in its note case last year was collected. 

Thero is much evidence of a lack of cooperation among bankers 
in the southern portion of this district with regard to service charges. 
In aome cases the demand for credit is less than that of last year, and 
the income from service charges would give many banks an added source 
of income. 

Minneapolis 

Southwestern South Dakota 

Rates charged on loans average from seven to eight percent; but 
there is only a fair demand for loans, due presumably, to lack of secun 
rity, practically the only loans applied for being for seed and immedi-
ate expenses. Comparison reports issued by our Statistical Department 
have been recognized as beneficial data by the bankers throughout the 
visited section, the only criticism raised being directed at the propa-
ganda on industrial loans. Several state bank members are seriously 
considering withdrawal of their membership and commencing a program of 
exchange charging. One banker admitted that the institution he repre-
sents is losing approximately $3,000 a year and that there is no partic-
ular advantage in membership at the present time. 
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Services rendered our bank members apparently have met with 
satisfaction, and many of the bankers expressed gratitude over the speed 
with which currency shipments are made through the recent arrangement 
with the Kansas City Federal to handle currency for use in the Black 
Hills territory. 

South Central Minnesota 

The report on our study of Operating Ratios of Member Banks 
owes its somewhat startling success, I believe, to our posting the 
bank's own figures on the report sent to each member. One banker used 
the report to settle a 3-year argument with his directors as to the 
showings made by his bank in comparison with those of other banks in 
his size group; another convinced his directors that their salary 
schedule was far below average; it awakened one banker to the fact 
that he was paying out far too large a portion of his earnings in 
"interest on deposits" and so on. Bankers with favorable comparisons 
were proud of their showing but they appeared to be as anxious to dis-
cuss their figures when the showing was unfavorable as when it was 
favorable. 

A commonly expressed opinion was that there were "too many 
regulatory bodies." "Why can't all of the Federal agencies, at least, 
be unified?" One banker was of the opinion that there was no nee# of 
bestirring himself at present in regard to membership as he felt that 
we were headed toward a "one big system of some sort within 5-10 years." 
On the other hand, members and non-members both commented on recent 
conversions of national to state banks in the district and forecast a 
continuation of that trend in the future. 

One member was of the opinion that the recent decrease in re-
serve requirements was an admission that the increase in reserve re-
quirements in 1957 had had an unfavorable psychological effect on 
business (little effect on banking because of the large excess re-
serves) and consequently was responsible for the current business 
depression. 

Hedged in by neighboring banks (one banker is limited to a 
single township), with a consequent limited outlet for funds, many 
bankers have in the past purchased bonds and a few FHA loans. With 
sagging bond prices during recent months, some are in difficult spots. 
Part of them held on to the profits they realized in 1936 and early 
1957 and are now using that to cover the current depreciation. Their 
biggest problem is railroad bonds (New York Central, Southern Pacific 
and several had Erie's) with their 50-40% depreciation. They do not 
know whether to write down to market or to sell out and charge the loss 
up to experience. One nonmember with a bond account of less than 
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$100M has been subscribing to a $400 bond advisory service but has 
concluded that even the best of such services is of little value to 
the country banker because he does not follow their recommendations. 
His service advised him by wire to "sell everything" last fall, but 
he just couldn't do business like that! He admits that he would 
have saved about $15M had he followed their advice but since he did 
not, he is abandoning bonds (except United States Savings) and pur-
chasing FHA mortgages. Other bankers are also pulling out of the 
bond market and purchasing various kinds of installment paper much 
of which they know little about, frequently relying on the personal 
recommendation by a "big banker", a rather dangerous practice as 
one or two have already discovered. Nearly all of the banks have 
their full quota of United States Savings bonds frequently with pur-
chase dates staggered throughout the twelve months. Some bankers 
have adopted the practice of carrying them at cost on account of 
income taxes, but there is no uniform policy. Premiums have re-
cently been so high on other government bonds that many bankers 
have been tempted to sell a part of their holdings. A few have 
already let some go, on the theory that "you can't go broke taking 
profits!" On the other hand, some are hesitant about purchasing 
the longer term governments and do not know what else to invest in. 
They were all asking the same questions, what is going to happen to 
government bond prices? How will the removal of the tax exempt 
feature affect prices of outstanding bonds? of future issues? One 
banker commented on the recent Supreme Court decision regarding 
municipal bankruptcies and indicated that his bond list would be 
devoid of municipals hereafter. 

There is a considerable range (5̂ -8%) in interest rates 
charged on current agricultural loans in this section, partially de-
pendent upon proximity to PGA offices but none of the banks were 
actually meeting the PGA rates. Real estate loans were being made 
genera],ly at 5 or 6%. Some banks have reduced the time deposit rate 
to 2% (l-jg% in the larger centers) but a majority still pay al-
though many of them said they "paid too much" before they mentioned 
the rate they did pay. One or two bankers have refused to lower the 
rate to Z% and the encircling banks are afraid they will lose all of 
their time deposits if they should be so bold as to reduce to 2%. 
One non-member suggested the FDIC would be strengthening the insured 
banks immeasurably if it issued a regulation lowering the maximum 
rate payable on time deposits to Z% and I am sure such a regulation 
would be quite generally welcomed.. 

One banker whispered the question, "What was the real reason 
for the recent decrease in reserve requirements?" 
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The numerous complaints made in regard to various governmental or 
quasi-governmental agencies may not have any great significance as they 
were so scattered, i.e., almost every banker had his pet "peeve" but 
there was no one agency that was subjected to wholesale criticism. How-
ever, since they wore numerous, they might be considered as straws in 
the wind, indicating that the bankers in this area are not entirely sat-
isfied with the present situation. The advertising by savings and loan 
associations to the effect that funds left with them are "insured sav-
ings" on which a higher rate of interest is paid than at banks drew the 
most fire and as one banker remarked, "I can't see why Crowley stands 
for itI" PCA competition ranked second in the number of complaints, 
chiefly because of their lower interest charges (5-5g- PLUS fees) but 
partly because of their aggressiveness. At Austin the business men are 
thoroughly disgusted with the gross inefficiency of the EA in its han-
dling of the Housing Project which they initiated and in several locali-
ties the citizens are said to be "all but up in arms" because of the 
heavy WPA and relief load which has been built up through a "liberal" 
relief policy. I do not recall any evidence that any of the banks are 
authorized mortgagees for FHA mortgages nor are they operating under 
Title I but several are purchasing FHA mortgages from other localities 
when small ones can be procured. One banker indicated the confused 
picture he had of the future of banking by saying, "One governmental 
agency urges banks to lend-lend-lend and the next time the examiners 
arrive they tell us to collect-collect-collectI Both of them threaten 
to take over the banking functions unless bankers do their duty as they 
see itt What are we supposed to do?" 

Only one banker had a good word for the new Farm Act. Corn is the 
principal field crop in this area and they cannot understand why their 
farmers should be forced to reduce their corn acreage (where corn can be 
grown economically and efficiently) while cotton farmers of the south are 
permitted to plant corn on their diverted acres. 

It was found that the banks generally were anxious for loans and 
wore not very happy over the commercial bond situation; smaller banks 
feeling that it was very difficult for them to pass on the real values 
thereof. Whenever they could get acceptable real estate mortgages they 
were glad to get them. They, however, were not very enthusiastic over 
Federal Housing mortgages on a 90% basis and the smaller banks espe-
cially were not making Federal Housing loans. Most of the banks were 
interested in getting automobile paper although I found some who did 
not approve of such paper at all. Some hope was expressed that prices 
of farm products would improve. 

Banks in this district pay interest on savings and time certifi-
cates, rates ranging from l|# to 2k%. One bank informed me that they 
were paying l|% on savings and 2% on 12 month time certificates and 
were charging mostly 5% on loans (6% on some). They stated their rate 
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on loans was low because of the tendency of Individuals to withdraw 
deposits and make loans to their neighbors. I was told at other points 
of this same tendency. 

Kansas City 

Recent monetary developments that have stimulated the price of 
Government securities have left many banks with a nice appreciation in 
their bond account. Banks appear to be undecided whether to take this 
profit or to hold the long-term issues because of the better yield. 
Bankers also state that the lower the interest rate goes, the more cau-
tious they become in making loans, the reason being that at present 
rates it takes three or four times as long to make losses good as it 
did formerly. The opinion is also expressed that interest rates have 
become so low that they are a positive handicap to business expansion, 
for with the earning power of capital so near zero there is little in-
centive to put it to work. 

Quite a little is being heard to the effect that capital require-
ments are an important obstacle to membership on the part of eligible 
state banks. In this connection there is some discussion as to the de-
sirability of having population the determining factor in capital re-
quirements. The opinion is expressed that there are other equally 
significant factors. In Kansas, compulsory membership in the FDIC ap-
pears to be keeping many state banks from joining the System. 

Bankers express the hope there will be some uniformity established 
in the classification of assets ty the numerous supervising authorities. 
In particular, banks are touchy about the classification of loans as 
"slow". Both Kansas and Oklahoma bankers, who have been accustomed to 
making oil production loans, say that the classification of these loans 
as "slow" discourages them from making commitments. Under proration 
agreements, with the producer allowed to market only from 2 to 5 per cent 
of his potential production, it requires from eighteen months to three or 
four years to market enough oil to pay the costs of drilling and equipping 
a well. Bankers are very reluctant to take these long maturities, though 
amortized monthly, because of the fear of adverse classification by the 
examiner. 

An official of a national bank in a Kansas county-seat town says 
that, even under present depressed conditions, they pay out on a busy 
day more than $10,000 in currency as compared with a like day a year ago. 
He gives it as his opinion that more people are paying small bills with 
cash in order to avoid a service charge, that the practice among business 
firms of meeting pay rolls in cash is growing, and that there is a marked 
preference on the part of farmers and others for cash instead of checks. 
The experience of this bank may throw some light on the reasons for the 
large amount of money in circulation even under present greatly depressed 
conditions. 
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Some banks report making FHA loans while others say they do not 
encourage them. There is complaint that Commodity Credit Corporation 
producers1 notes are not profitable. Some banks are pushing personal 
loans, while others are expanding their real estate commitments. Bank-
ers in Oklahoma and Kansas are disturbed because of the apparent over 
production of oil. At the same time, there are many reports that farm-
ers are more optimistic because of the greatly improved farm situation. 

Dallas 

Pressure of other duties during the month prevented our officers 
from making their usual visits to member banks and only two such visits 
were made. However, eight officers attended the annual convention of the 
Texas Bankers Association at Fort Worth and one was present at a regional 
bankers' meeting in the Texas Panhandle. 

The president of a bank which has deposits of $4,000,000 and which 
is located in the financial center of the largest oil field in Texas said 
he was glad the Board reduced reserve requirements as it gave his bank a 
needed increase in loanable funds. 

On the other hand, the managing officer of a large member bank in 
the same town (with deposits of $6,000,000) stated that the lower reserve 
ratios are of little benefit to his institution, as its loanable funds have 
been ample all along to take care of the demand. 

Delegates to the convention were in a cheerful mood as the result 
of the strength of the government bond market. Mary of them reported they 
were carrying a substantial appreciation in their holdings of "governments", 
which they say more than offsets the depreciation they have in their rails 
and certain other issues. 

San Francisco 

Lane County. West Central Oregon 

Lumber industry accounts for about 50% of income in the county. For 
the past few months many of the lumber mills have been running on curtailed 
production and others have closed down entirely, due to lack of demand and 
depressed lumber market. 

There has been a very heavy carry-over of canned goods and one of the 
largest canneries has arranged financing through its bank to take up large 
balance due bank for Cooperatives in order to feel free to apply for fur-
ther credit through that source to finance 1958 pack. 
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Building is not being carried on to any extent. A few houses have 
been built in Eugene in recent months by individuals for resale, but 
difficulty has been experienced in disposing of them. There is no im-
mediate outlook for building new homes or commercial buildings, although 
in some towns there is a shortage of homes. The explanation is made 
that costs are too high and the future of business uncertain. 

Business volume is considerably less than a year ago, deposits arc 
less, and demand for loans weak. 

Umpqua and Rogue River Valleys. South West Oregon 

There are fewer turkeys being grown this year, due somewhat to more 
conservative attitude of feed companies in financing growers. Banks have 
financed only such growers as have substantial assets other than turkeys. 

There will be a larger number of lambs for July 1st delivery than 
last year. Price outlook, however, is not very encouraging. Anticipated 
wool market is about half that received last year. Mohair market is also 
much lower. Sheep growers expect to operate at a loss this year unless 
market conditions improve. 

Fruit and vegetable crops look good, but market outlook poor. 

Fairly good prices were received for last year's pear crop, and 
dairy products until recently have brought profitable returns. As a re-
sult, the Rogue River Valley has not felt the recent business slump as 
much as other communities of the state. Business volume in most of the 
towns has been satisfactory. However, current outlook is not so good. 
Lumber operations have been curtailed recently, and, while a good fruit 
crop is in prospect, market conditions are disappointing. Recent re-
duction in the price of butter fat, which is 6 or 7 cents less than last 
year, will materially affect dairymen*. Cattle prices are also much 
lower than last year. 

Walla Walla Valley. Washington 

The prospects for an exceptionally large wheat crop in the valley 
this season are very promising. It is the general opinion that no ad-
ditional moisture is needed to mature the crop, as there have been recent 
heavy rains, although sustained dry winds would undoubtedly reduce yields. 
The price this year is disappointing and growers do not expect much more 
than 50 cents per bushel. Contracts have been made for fall delivery at 
57 cents, but the market has since declined. 

There also appears in prospect a good fruit crop, cherries especially. 
While production of apples will be heavy, the market is very weak. 
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Last season 2 1/4 million cases of peas were canned in this area, 
which includes Umatilla County, Oregon. About 300,000 cases will be 
carried over into the new season, and this year's production is being 
cut about 30$. The opening market for this season's pack is expected 
to be about the same as last year. Canning plants are operating at 
present on asparagus. A crop of about 70,000 tons is estimated. Farm-
ers are getting $105 per ton and produce from 2 to 4 tons per acre. 

Unemployment is normal. Deposits are down since the first of 
January and loans are also down with demand light. There is some build-
ing, but construction of homes is not expected to be as general as last 
year, when about 125 homes were built in Walla Walla. 

Spokane, Washington 

The present business depression appears not to have affected Spokane 
to the extent that it has other Pacific Northwest cities. There are no 
major industrial enterprises and labor troubles have been few and of a 
minor character. Farm income in the surrounding territory up to this time 
has been maintained at a reasonably high level and the expenditures in 
connection with the development of Grand Coulee Dam have been important 
in maintaining business activity. The outlook, however, is for a decline 
in business volume. While there is prospect at this time for an excellent 
wheat crop to be marketed in the surrounding territory, the income from 
this source is estimated at about 50% of last season. Livestock operators, 
especially sheep growers, are facing a similar situation. 

There has been a considerable volume of home building the past year, 
and while the amount of new construction has decreased, many houses rang-
ing from $4,000 to $6,000 are being erected. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

MAY, 1938 

Federal Vis] Lts to Banks Meetings Attended Addresses Made 
Reserve Member Non- Total Number Attendance Number Attendance 
Bank member 

Boston 37 20 57 1 # None None 
New York 113 62 181 9 2,635 1 65 
Philadelphia 66 10 76 7 3,626 1 # 
Cleveland 129 18 147 13 3,419 1 180 

Richmond 41 25 66 14 1,958 2 490 
Atlanta 20 14 34 3 1,650 None None 
Chicago 127 60 187 17 5,125 2 240 
St. Louis 56 83 139 10 4,195 5 1,167 

Minneapolis 140 236 376 7 740 3 755* 
Kansas City- 30 10 40 8 3,682 5 390 
Dallas 2 None 2 2 1,950 None None 
San Francisco 56 18 74 25 1,883 3 ' 114 

# 
55-

Attendance not reported 
Includes one radio address 
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BOARD OF GOVERNORS 

OF THE 
FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, The following summary of general busi-
Friday, June 24, 1938. ness and financial conditions in the 

United States, based upon statistics 
for May and the first three weeks of 
June, will appear in the July issue of 
the Federal Reserve Bulletin and in the 
monthly reviews of the Federal Reserve 
banks. 

In May and the first three weeks of June industrial activity showed 

little change from the April level. Wholesale commodity prices generally 

declined further, but in June wheat and cotton prices advanced and at the 

end of the period some other staple commodities showed increases. 

Production 

In May the Board's seasonally adjusted index of industrial production 

was at 76 percent of the 1923-1925 average as compared with 77 in April 

and an average of 79 in the first quarter of the year. Steel ingot pro-

duction, which in March and April had been at a rate of 33 percent of 

capacity, averaged about 31 percent in May, and automobile output also 

showed a decrease. Textile production increased in May. Activity at wool-

en mills rose sharply and there was some increase at cotton mills, while 

silk mills showed a decline. Changes in output in most other manufacturing 

industries were largely seasonal in character. Output of crude petroleum 

was curtailed sharply in May, and bituminous coal production declined some-

what, while anthracite production increased considerably. Lake shipments 

of iron ore were in very small volume, reflecting both the low rate of 

activity in the iron and steel industry and the large supply of ore remain-

ing from the previous season. 
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In the first three weeks of June output of steel and petroleum in-

creased somewhat, but the rate of activity in these industries remained 

below the average for May. Automobile production showed a further de-

cline and continued below sales, so that stocks of new cars were further 

reduced. 

Value of construction contracts awarded, as reported by the F. W. 

Dodge Corporation, showed a substantial increase in May, reflecting chiefly 

a marked rise in awards for publicly-financed projects. Contracts for 

residential building increased moderately and were in about the same amount 

as in May a year ago. Other privately-financed work remained in small 

volume. 

Employment 

Factory employment and payrolls continued to decline from the middle 

of April to the middle of May. There were further decreases in employ-

ment in the machinery, steel, and automobile industries and a sharp de-

crease in the number employed in the men's clothing industry. In most 

other manufacturing lines changes in employment were small in amount. The 

number employed at mines and on the railroads continued to decline. 

Distribution 

Department store sales declined considerably in May and the Board's 

seasonally adjusted index was at 79 percent of the 1923-1925 average as 

compared with 85 in April. Sales at variety stores and by mail order 

houses also decreased from April to May. Reports for the first half of 

June indicate about the usual seasonal decline in department store sales. 

The volume of railroad freight traffic showed little change in May 

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



-3-
333 

K-266 

following sharp declines in previous months. 

Commodity prices 

Prices of both agricultural and industrial commodities decreased in 

the latter part of May. In the first three weeks of June wheat and cotton 

prices advanced, while prices of industrial products generally continued 

to decline. 

Bank: credit 

Reserves of member banks continued to increase in May and June, 

largely as the result of Treasury disbursements from its deposits with the 

Reserve banks. Excess reserves increased chiefly at city banks, reflect-

ing retirement of Treasury bills and further expansion of bankers' balances. 

Demand deposits at reporting member banks in 101 leading cities in-

creased further during the first half of June, and total loans and invest-

ments, which had declined in May, also increased, reflecting substantial 

purchases of United States Government obligations by New York City banks. 

Money rates 

Yields on Treasury bonds declined further in the four weeks ending 

June 18, and those on Treasury notes reached new low levels. Rates on 

open-market commercial paper declined somewhat about the middle of June. 
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BOARD OF GOVERNORS R-267 
o f t h e 

FEDERAL RESERVE SYSTEM 3 3 4 
w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 23, 1938. 

Dear Sir: 

It is desired to obtain reports as of June 30, 1938, from 
all holding company affiliates which hold general voting permits, 
in order that the respective Federal Reserve banks and the Board 
may have information as of a uniform date regarding the financial 
condition and management of such holding company affiliates and 
their relations with subsidiary banks and other organizations, and 
as to compliance by such holding company affiliates with the pro-
visions of agreements executed by them and with the requirements 
of the law. 

There is inclosed a copy of a form for such reports, addi-
tional copies of which are being forwarded to your bank under 
separate cover. Please deliver immediately to each holding com-
pany affiliate which has its principal office in your district 
and which now holds a general voting permit three copies of the 
form, with the request that the report be filed in duplicate with 
your bank not later than August 1, 1938. One complete copy of 
each report filed with your bank should be forwarded promptly to 
the Board. After you have had an opportunity to review the re-
ports filed, it will be appreciated if you will forward to the 
Board any additional information, comments, or suggestions which 
you may have regarding each case. 

When delivering the report forms to any member or non-
member insured banks in your district which are holding company 
affiliates and which hold general voting permits, please advise 
such banks that they may omit the following data requested in the 
report forms: 

Page 1 - Balance Sheet 
Page 2 - Statement of Income 
Page 2 - Analysis of Earned Surplus 
Page 2 - Analyses of Other Surplus and 

Reserve Accounts 
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Page 3 - Schedule A - Securities (Other than 
Securities of Affiliated Organizations) 

Page 5 - Schedule E - Notes Payable 
Page 5 - Schedule F - Accounts Payable 
Page 6 - Capital Stock 
Page 8 - Supplemental Information - Items 1, 2, 

5, and 6. 

In any group in which there are two holding company affili-
ates, detailed information need not be duplicated in the reports 
filed by the holding company affiliates, but such of the detailed 
information submitted by one holding company affiliate as is appli-
cable to the other may be included by reference in the report sub-
mitted by the latter. 

In obtaining these reports, the Board desires to avoid 
placing any unnecessary burden upon holding company affiliates. 
Accordingly, the inclosed form has been drafted to provide a con-
venient means for furnishing the information which is desired at 
this time. However, if in the ordinary course of its affairs a 
holding company affiliate prepares financial or statistical data 
which contain tho information requested in the report form, copies 
of such data may bo submitted in lieu of the report form or such 
portions thereof as are covered by the holding company affiliate's 
own financial or other statements. It is, nevertheless, essential 
that all details of the information requested in the inclosed form 
be clearly covered in the data submitted by the holding company 
affiliate as of June 30, 1938. Regardless of whether the infor-
mation furnished by the holding company affiliate is supplied in 
the form provided or in some other form, it is desired that an 
officer of the holding company affiliate certify that the report 
(including all accompanying schedules, statements, and other data) 
has been examined by him and is, to the best of his knowledge and 
belief, a true, correct and complete report. 

Attention is directed to the fact that the holding company 
affiliate is requested to submit financial statements as of June 
30, 1938, of each of its subsidiaries and each other affiliated 
organization, as explained and with the exceptions indicated in 
item 8 on page 8 of tho report form. 

Since holding company affiliates have not heretofore been 
requested to submit reports of this kind to the Board of Governors, 
it will be appreciated if you will explain the nature and purpose 
of the report and arrange for representatives of your examination 
department to render whatever assistance may be necessary in com-
piling the data requested. 
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In view of the"desirability of obtaining periodically, as 
of uniform dates, certain information regarding holding company af-
filiates which hold general voting permits, consideration is being 
given to requesting such holding company affiliates to submit annual 
reports, beginning with a report for the year ending December 31, 
1938, similar to the form inclosed herewith. We shall appreciate 
your comments and suggestions regarding the form, together with the 
comments and suggestions of the examination department of your bank, 
based upon study of the form as now designed and upon experience with 
it in obtaining the reports as of June 30, 1938. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

Inclosure. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-268 

d i v i s i o n o f e x a m i n a t i o n s 

June 24, 1938. 

Dear Sir: 

In connection with a study recently made as to 
the ratings on January 1, 1938, of bonds rated Bl/ or 
higher on January 1, 1928, Standard Statistics Company, 
Inc., has prepared a chart showing the record of its 
bond quality ratings for the 10-year bond cycle. It 
has occurred to us that this chart, together with the 
brief statement on the reverse side regarding bond qual-
ity ratings, might be of interest to you and your examiners. 
Accordingly, there are inclosed several copies of the chart 
for your use. 

You will understand, of course, that it is not 
the purpose of this letter to recommend any particular 
rating service and that the material is being sent to 
you merely as a matter of information in view of the 
general interest in bond quality ratings. 

Very truly yours, 

LEO H. 
Chief, Division of Examinations. 

Inclosures. 

TO VICE PRESIDENTS IN CHARGE OF EXAMINATIONS AT ALL FEDERAL 
RESERVE BANKS. 
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June 24, 1938 

Dear Sir: 

Referring to the Board's letter of July 

26, 1935 (X-9271), with respect to the audit of 

the accounts of the Fiscal Agent of the Board of 

Governors by the auditor of the Federal Reserve 

Bank of Cleveland, there is transmitted herewith, 

for your information, a copy of the auditor's 

certificate in connection with his audit of the 

Board's accounts for the period January 1 to May 

31, 1958, inclusive. 

Very truly yours, 

Chester Morrill, 
Secretary. 

Inclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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I, F. V. Grayson, hereby certify: 

That a complete audit has been made of all entries in the 
accounts, "Board of Governors of the Federal Reserve System-
Special Fund", "Board of Governors of the Federal Reserve System-
Building Account", "Board of Governors of the Federal Reserve 
System-Fiscal Agent", and "Board of Governors of the Federal 
Reserve System-Fiscal Agent Building Account", for the period 
January 1 to May 31, 1938, inclusive. 

That all cash receipts received by the Board as shown by 
"Collection Schedules" furnished the Fiscal Agent by the Secre-
tary's office and as shown fcy "Deposit Letters" prepared by the 
Fiscal Agent have been deposited by the Fiscal Agent and properly 
credited by the Federal Reserve Bank of Richmond in the account, 
"Board of Governors of the Federal Reserve System-Special Fund". 

That all remittances made direct to the Richmond bank for 
the account of the Board of Governors of the Federal Reserve 
System by the Federal reserve banks and others in compliance 
with the Board's instructions have been properly credited to 
the accounts, "Board of Governors of the Federal Reserve System-
Special Fund" and "Board of Governors of the Federal Reserve 
System-Building Account." 

That each expenditure made try the Fiscal Agent was proper-
ly authorized by an administrative officer of the Board. 

That the items of receipts and expenditures shown by the 
books of the Fiscal Agent have been reconciled with the items 
shown in the statements of the Board of Governors of the Fed-
eral Reserve System's accounts prepared by the Federal Reserve 
Bank of Richmond. 

That the balances in each account as shown by the books 
of the Fiscal Agent have been reconciled with the balances 
standing to the credit of tiie Board of Governors of the Federal 
Reserve System on the books of the Federal Reserve Bank of 
Richmond as certified by the auditor of that bank. 

That all "Transfers of Funds" have been properly authorized 
by the Secretary of the Board or a member of the Board. 

Respectfully submitted, 

(Signed) F. V. Grayson 

Auditor 

June 23, 1938 
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FEDERAL RESERVE SYSTEM 3 4 0 
w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 25, 1958. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZTAB - Treasury Bills to 
be dated June 29, 1938, and 
to mature September 28, 1938. 

ery truly yours 

Assistant Secretary 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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June 29, 1958 

Dear Sir: 

The Office of the Comptroller of the Currency 

has advised us informally that it has forwarded to 

each Federal reserve bank a supply of copies of the 

"Investment Securities Regulation" promulgated by the 

Acting Comptroller under date of June 27, 1938, and 

that it has distributed copies of the regulation to 

all national banks. 

It will be appreciated, therefore, if you will 

send copies of the regulation to all State member 

banks in your district. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 50, .1958. 

SUBJECT: Code Word Covering New 
Issue of Treasury Bills. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Fed-

eral reserve banks, the following code word 

has been designated to cover a new issue of 

Treasury Bills: 

NOZTEX - Treasury Bills to 
be dated July 6, 1958, and 
to mature October 5, 1958. 

Very truly yours, 

J. C. Noell, 
Assistant Secretary 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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8-60 3 4 3 
Reg. T-65 

January 4, 1938. 
A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 

TO T H E B O A R D 

Dear Sir: 

You will recall that the Board's letter (X-9755, Reg. T-50) of 
December B, 1938, indicated that, notwithstanding the transfer of the 
nonstatutory duties of the Federal Reserve Agent to the Federal Reserve 
bank, the then existing provisions of section 11(c) of Regulation T con-
templated that the Federal Reserve Agent would continue to execute and 
send the certificates and notices of the filing of F.R.B. Form T-2 agree-
ments. 

It will be noted that the equivalent provisions have been 
changed in Regulation T, as revised effective January 1, 1938, and that 
this change is also reflected in the Forms T-l, T-2, and T-3, as revised 
effective that date. It is suggested that the duties in connection with 
these agreements be taken over by the Federal Reserve bank in accordance 
with these changes. 

Section 5(b) of the revised regulation states that: 

"Blank forms of such agreements, information regard-
ing their filing or termination, and information 
regarding the names of nonmember banks for which 
such agreements are in force, may be obtained from 
any Federal Reserve bank." 

In connection with questions regarding the termination of such 
agreements, there is attached for your information a copy of a letter 
and inclosure which was addressed to the President of a Federal Reserve 
Bank. It is suggested that nonmember banks inquiring as to the procedure 
for terminating their agreements be advised as indicated in the inclosure 
and that your bank proceed as there indicated in connection with the ter-
mination of any such agreements. 

Very truly ypujrs, 

Assistant Secretary. 

Inclosures. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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December 20, __ 1937. 

Mr. , President, 
Federal Reserve Bank of , 

Dear Mr. : 

For your information there is attached a copy of a let-
ter which is being addressed to Mr. , Treasurer, 
The Trust Company, , , 
regarding the procedure for terminating the agreement which that 
bank executed to qualify as a bank from which it is lawful for 
members of national securities exchanges and certain brokers or 
dealers to borrow in certain circumstances. 

If The Trust Company should take the 
suggested steps for terminating its agreement, it will be appre-
ciated if you will advise the Board of this fact and of any other 
relevant facts which you may already have available regarding the 
matter, and give the Board your recommendation as to whether the 
Board should grant its consent to the termination of the agree-
ment . It will also be appreciated if you will forward to the 
Board the certificate evidencing the filing of the agreement which 
is returned by the bank, or the affidavit forwarded in lieu there-
of, and one copy of the certified resolution forwarded by the bank. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 

Attachment 
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December 20, 1937. 

Mr. , Treasurer, 
The Trust Company, 

Dear Sir: 

Reference is made to your letter of October 22, 1937, in 
which you inquire as to the procedure for terminating the agreement 
which your bank executed to qualify as a bank from which it is law-
ful for members of national securities exchanges and certain bro-
kers or dealers to borrow in certain circumstances. 

The Securities Exchange Act of 1934 does not specifically 
provide for termination of such agreements otherwise than for vio-
lation, and the original Act also contained no provision to prevent 
liability from arising as the result of an act done or omitted in 
reliance upon a rule or regulation which might be issued by the 
Board under the Act and subsequently held to be invalid. In view 
of the doubts arising from these facts, in 1934 the Board expressed 
the opinion, as indicated at page 687 of the inclosed copy of the 
October 1934 Federal Reserve Bulletin, that it could not safely 
sanction a voluntary termination of such an agreement. 

Since that time section 23(a) of the Securities Exchange 
Act has been amended by the Act of May 27, 1936, so that it now 
provides that: 

"No provision of this title imposing any 
liability shall apply to any act done or 
omitted in good faith in conformity with 
any rule or regulation of the Commission 
or the Board of Governors of the Federal 
Reserve System, notwithstanding that such 
rule or regulation may, after such act or 
omission, be amended or rescinded or be 
determined by judicial or other authority 
to be invalid for any reason." 

Recently the question has been carefully reexamined and 
in the light of all the facts, including the amendment to the stat-
ute, it has been concluded that it would be appropriate for the 
Board to approve the voluntary termination of such agreements in 
certain circumstances. This view regarding such agreements is in-
corporated in section 5(b) of the revision of Regulation T which 
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becomes effective January 1, 1938, and of which a copy is in-
closed. 

Accordingly, if your bank does not have outstanding 
any loan of the type covered by the agreement and would like to 
terminate the agreement pursuant to this provision, it is sug-
gested that the board of directors of your bank adopt a resolu-
tion substantially in the form attached. In such event two cer-
tified copies of the resolution should be forwarded to the Fed-
eral Reserve Bank of , together with any certificate or 
certificates which were issued to your bank to evidence the fil-
ing of the agreement. In case such certificate has been lost 
or destroyed, an affidavit of an officer of your bank as to such 
loss or destruction should be forwarded to the Federal Reserve 
Bank of , in lieu of the certificate. When these steps 
have been taken, the Federal Reserve Bank of will com-
municate with the Board and the Board will then be in a position 
to give consideration to the termination of your agreement pur-
suant to this provision and advise you further. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 

Inclosures. 
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RESOLVED, That the of 
(indicate officer by title) 

this institution be and hereby is authorized, in the name 

and on behalf of this institution, to certify to the Board 

of Governors of the Federal Reserve System pursuant to 

section 5(b) of that Board's Regulation T that this insti-

tution does not make nor have outstanding any loan of the 

type covered by the agreement which this institution filed 

with that Board pursuant to section 8(a) of the Securities 

Exchange Act of 1934, and to take such other steps as may 

be prescribed by that Board for the termination of such 

agreement. 

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



348 
BOARD OF GOVERNORS S-61 

Reg. T-66 

3 

FEDERAL RESERVE SYSTEM 

January 4, 1938 

w a s h i n g t o n 

o f t h e 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

•< 

Dear Sir: 

There is attached a copy of a ruling which will 

be published in the Federal Reserve Bulletin regard-

ing "Extensions of Time by Business Conduct Committees 

in Connection with Cash Transactions under Revised 

Regulation T". If you deem it advisable you may send 

copies of this ruling to any national securities ex-

changes in your district and advise them of the fact 

that it will appear in the Bulletin. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

Inclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Bxtensions of Time by Business Conduct Committees 
in Connection with Cash Transactions 

Under Revised Regulation T 

Section 4(c) of Regulation T, as revised effective January 

1, 1938, provides for a special cash account, and the section 

contemplates that the usual purchase or sale in such an account 

will be settled in full by the customer not later than 7 days 

after the transaction. In connection with this time limit, how-

ever, certain exceptions arc provided and the business conduct 

committees of national securities exchanges are authorized to 

extend the time in certain circumstances. 

The Board recently considered a case in which a member of 

a national securities exchange who is domiciled in this country 

maintains for a customer who is domiciled abroad a special cash 

account that conforms to section 4(c) of the revised regulation. 

Securities sold "regular way" in this account are shipped by the* 

customer to the member promptly after the sale. Due to the time 

required in transit, the average interval between the sale and 

the receipt of the securities by the member is greater than 7 

days, but less than 15 days. Such sales and shipments are of 

frequent occurrence. 

The inquiry indicated that the business conduct committee 

of the member's exchange was satisfied that the facts are such 

that under section 4(c) it would be justified in extending the 

time to 15 days separately for each such transaction if the mem-

ber made a separate application in connection with each transac-

tion. The member and the committee would, however, like to avoid 
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the necessity for repeated separate applications and ex-

tensions on the occasion of each such transaction between 

the given member and customer. 

The question presented was whether in the circumstances 

described the committee may, on the basis of a single appli-

cation by the member, extend the period to 15 days for all 

transactions of the type described that the member may ef-

fect in the future for the customer named in the application. 

The Board expressed the opinion that section 4(c) permits 

such an extension of time, and that repeated individual appli-

cations and extensions in connection with such transactions 

between the member and the customer may thus be avoided. 
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INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal reserve banks) 

December 31, 193?. 

Mr. , 
First Vice President, 
Federal Reserve Bank of , 

Dear Mr. 

This refers to your letter of November 27, 1937, in which 
you raise certain questions as to the eligibility of paper for dis-
count under Regulation A. 

You first suggest the possibility that, in view of the rul-
ing of the Board contained in its letter 8-49 of November 23, 1937, 
a note given for the purchase of machinery for use by an individual, 
firm or corporation engaged in manufacturing or some other enterprise 
might be considered as given for an eligible purpose. Under the rul-
ing referred to, paper whose proceeds are used by the maker to pur-
chase goods for consumption may be considered as arising out of an 
actual commercial transaction, but in order to be eligible for dis-
count the paper must meet the other applicable provisions of the law 
and the regulation, including the requirement that the proceeds shall 
not be used for "permanent or fixed investments of any kind, such as 
land, buildings or machinery, or for any other fixed capital purpose." 

The Board has held in past years, as you point out, that 
agricultural implements which wear out rapidly and in most cases have 
to be replaced within a comparatively short time are not permanent or 
fixed investments, and likewise that tractors, although their use is 
extended over several seasons, are not fixed investments but, like 
horses and mules, are considered as being for current agricultural 
purposes. On the other hand, it has been held that motor trucks of 
a corporation furnishing motor transportation and silos constitute 
permanent or fixed investments within the Board's regulation. 

It is believed that no general rule can be laid down in an-
swer to the question whether the purchase of machinery constitutes a 
permanent or fixed investment or is for any other fixed capital pur-
pose. Generally speaking, the purchase of machinery by a manufactur-
ing concern, which is expected to last over a period of a number of 
years or indefinitely, would seem to constitute a permanent or fixed 
investment and, accordingly, a note given for this purpose would not 
be eligible for discount. However, there may be machinery of certain 
types which wears out rapidly and must be replaced within a compara-
tively short time, and the purchase of such machinery might be regarded 
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as an eligible purpose. The question is one which appears to depend 
upon the type of machinery in question as well as the other facts and 
circumstances of the particular case and upon which no definite an-
swer can be given in advance. 

You also refer to the fact that there are many finance com-
panies which, in addition to the business of financing the purchase 
and sale of goods which would give rise to eligible paper, are en-
gaged in the business of making personal loans on chattels, endorse-
ments or guaranties. You point out that in many instances the pro-
ceeds of such personal loans are not used for eligible purposes, and 
you inquire as to how to determine whether the notes of such finance 
companies engaged in various types of business represent borrowing 
to finance eligible or ineligible transactions. The Board appre-
ciates the difficulty of this problem, but. does not feel that it 
should attempt to make any general statement or ruling regarding it 
at this time. Here again it is not possible to give any categorical 
answer to the question, as the matter is one which can be determined 
definitely only in the light of the facts of specific cases as they 
may arise, bearing in mind the intention of the statute and the regu-
lations that the proceeds of paper which is discounted should be used 
for commercial or agricultural transactions. By this it is not meant 
that the Board will not consider a question of this kind until a note 
of a finance company has actually been presented for discount at a 
Federal Reserve bank. If there is reason to feel that circumstances 
may arise in which the paper of a particular finance company may be 
offered for discount by a member bank at some later date and the mem-
ber bank or the finance company itself desires to know in advance 
whether the nature of the business of the company is such that its 
paper might be considered as issued for an eligible purpose, the Board 
will be glad to give consideration to the question upon receipt of 
full information as to the facts in accordance with the Board's letter 
of October 25, 1937, S-39. 

We regret that we are unable to make our replies to your in-
quiries in this connection more definite. In the nature of the ques-
tions, however, it is not believed that it is feasible to undertake 
to answer them more specifically at this time in the absence of the 
facts of particular cases. In general it may bo said that in its re-
vision of Regulation A ana in the rulings which have been issued since 
the regulation was promulgated it has been the purpose of the Board to 
interpret the law on the question of eligibility in as liberal a man-
ner as seemed to be justifiable and practicable. 

It is hoped that this discussion of the questions which you 
have raised may be of some assistance in your consideration of these 
problems. 

Very truly yours, 

(Signed) Chester Morrill 
Chester Morrill, 

Secretary. 
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S-63 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 1958, 

Dear Sir: 

There is attached a copy of a letter which the Securities 
and Exchange Commission recently referred to the Board from Mr. 
J. W. Brisiawn, Secretary of the Washington Bankers Association. 
It will be noted that this letter asked how nonmember banks are 
informed of rulings under Regulation U, and that the reply, of 
which a copy is also attached, indicated that arrangements were 
being considered for bringing such rulings specifically to the 
attention of nonmember banks. 

It seems preferable for such advice to come to a nonmember 
bank from the Federal Reserve bank of its district rather than 
from the Board of Governors in Washington. Accordingly, it will 
be appreciated if you will send to each nonmember bank in your 
district copies of all rulings regarding Regulation U that have 
been published in the Federal Reserve Bulletin, indicating those 
superseded by amendments, and arrange to send such banks copies 
of all such rulings that may be published in the future. For 
your convenience there is attached a list indicating such rulings 
that have been published, and also indicating those which have 
been superseded by amendments. , 

It is suggested that, in order to avoid any misunderstand-
ing it be made clear to the nonmember banks that copies of the 
rulings are being sent to them merely in order to assist them in 
keeping currently informed regarding interpretations of the regu-
lation, copies of the regulation having been forwarded to them 
when it was last reprinted. You also might take the opportunity 
to point out that inquiries regarding the regulation should bo 
submitted to your bank rather than to the Board, and that your 
bank will be glad to be of assistance in connection with such 
questions. 

The Board wishes to leave the procedure in this matter en-
tirely to the discretion of each Federal Reserve bank. However, 
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if ony Federal Reserve bank should desire, the Board would be glad 
to mimeograph copies of past or future published rulings regarding 
Regulation U and forward them to the Reserve bank to be distributed 
to the nonmember banks in its district. In the case of such rulings 
published in the future, the Board would be glad to have additional 
copies printed from the Bulletin type and forwarded to any Reserve 
bank that would like to use such copies. 

It will be appreciated if you will advise the Board as to 
the procedure which you adopt in this connection and as to whether 
you would like to have the Board supply your bank with any mimeo-
graphed or printed copies of rulings. 

Very truly yours, 

L. P. Bcthea, 
Assistant Secretary. 

Inclosures. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Mr. Day Carr, Regional Administrator, 
Securities Exchange Commission, 
140V Exchange Building, 
Seattle, Washington. 

Dear Mr. Carr: 

We have before us Regulation U and the Supplement there-
to of the Board of Governors of the Federal Reserve System effec-
tive November 1, 1937. We are not so much concerned with the sub-
ject matter of the Regulation or the Supplement since we believe 
its terms are fairly understandable to those to whom it applies. 

The question that is raised and to which we have not thus 
far found a satisfactory answer is, "Does this Regulation and the 
Supplement thereto apply to all banks regardless of their not 
being members of the Federal Reserve System but banks which are 
chartered by the states?" 

In the Regulation, as amended to September 1, 1937, page 
four, there are set forth definitions of certain terms as used in 
the Securities Exchange Act of 1934. 

"(6) The term "bank" means (A) a banking 
institution organized under the laws of the United 
States, (B) a member bank of the Federal Reserve 
System, (C) any other banking institution, whether 
incorporated or not, doing business under the laws 
of any State or of the United States, a substantial 
portion of the business of which consists of receiv-
ing deposits or exercising fiduciary powers similar 
to those permitted to national banks under Section 
11(k) of the Federal Reserve Act, as amended, and 
which is supervised and examined by State or Feder-
al authority having supervision over banks, and 
which is not operated for the purpose of evading 
the provisions of this title, and (D) a receiver, 
conservator, or other liquidating agent of any in-
stitution or firm included in clauses (A), (B), or 
(C) of this paragraph." 

If Regulation U applies to banks that are not members of 
the Federal Reserve System, from what source shall they receive 
notice of the rulings applicable to them since ordinarily they 
would not receive the rulings of the Board of Governors of the 
Federal Reserve System? 
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Is it possible that the Securities Exchange Commission may-
take upon itself the duty of notifying the non-member banks of the 
application of the Security Exchange Act and rulings prepared under 

* it to such banks? 

Respectfully submitted, 

(Signed) J. W. Brislawn 

J. W. Brislawn, Secretary. 

4 
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November 30, 1937. 

Mr. J. W. Brislavm, Secretary, 
Washington Bankers Association, 
Seattle, Washington. 

Dear Mr. Brislavm: 

Reference is made to your letter of November 3, 
1937, which the Securities and Exchange Commission has re-
ferred to the Board, with respect to the application of 
Regulation U to nonmember banks and the distribution to 
such nonmember banks of rulings regarding this regulation. 

Regulation U applies to all banks, including 
State banks as well as national banks and nonmember banks 
as well as member banks. Each of the twelve Federal Re-
serve banks is glad to consider any questions regarding 
the regulation which may be presented by any bank in its 
district, and is glad to offer all possible assistance in 
this connection to banks which are not members of the Fed-
eral Reserve System as well as to banks which are members. 

Rulings regarding the various regulations of the 
Board, including Regulation U, are published from time to 
time in the Federal Reserve Bulletin. While there has been 
no arrangement, other than the general facilities offered 
by the Federal Reserve banks, by which these rulings are 
brought specifically to the attention of nonmember banks, 
there have not been a great many such rulings in the past, 
and arrangements are being considered for directly advising 
nonmember banks of all such rulings. It is believed that 
such an arrangement, together with the facilities of the Re-
serve banks as mentioned above, will enable all banks to 
keep currently informed regarding the application of Regula-
tion U and any rulings under the regulation. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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RULINGS PUBLISHED TO JANIJAEY 1, 1938 
REGARDING REGULATION U 

May 1956 Bulletin, p. 325 - Transfers of loans....In so far as 
ruling relates to transfers of loans from lenders other than banks, 
it was superseded by amendment No. 2 of Regulation U, as published 
at page 550 of the July 1936 Bulletin and included in current re-
print of regulation. 

June 1936 Bulletin, p. 420 - Interpretations of Regulation U.... 
Part 3 of ruling superseded by amendment No. 2 referred to above. 

July 1936 Bulletin, p. 549 - Applicability of section 2(c) of 
Regulation U to security dealers "making a market" in registered 
stocks or purchasing an inventory of such stocks for resale. 

July 1936 Bulletin, p. 549 - Applicability to collateral for 
loans made prior to May 1, 1936, of provisions in Regulation U gov-
erning withdrawal or substitution of collateral...Ruling superseded 
by amendment No. 3 of Regulation U, as published at page 718 of the 
August 1937 Bulletin and incorporated in current reprint of regula-
tion. 

July 1936 Bulletin, p. 549 - Applicability of section 2(f) of 
Regulation U to a loan to a dealer to purchase securities to comply 
with orders from customers. 

April 1937 Bulletin, p. 294 - Determination of market value of 
stock for loan under Regulation U. 

May 1937 Bulletin, p. 392 - Application of Regulation U to a 
loan to a securities dealer for the purpose of purchasing both reg-
istered and unregistered stocks. 

August 1937 Bulletin, p. 715 - Transfers of loans under Regu-
lation U....As indicated in footnote to ruling, a portion of ruling 
was superseded by amendment No. 3 referred to above. 

August 1937 Bulletin, p. 716 ~ Application of Regulation U to 
the purchase of debentures. 

August 1937 Bulletin, p. 717 - Application of Regulation U to 
a loan to an investment trust to retire debentures. 

October 1937 Bulletin, p. 995 - Applicability of Regulation U 
to stock registered after loan is made. 
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INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal Reserve banks) 

January 12, 1958. 
Honorable J. F. T. O'Connor, 
Comptroller of the Currency, 
Washington, D. C. 

Dear Mr. Comptroller: 

This refers to Mr. Gough's letter of December 16, 1937, requesting 
a ruling on the question whether the provisions of section 22(g) of the 
Federal Reserve Act are applicable to executive officers of member banks 
who execute Commodity Credit Corporation notes on cotton. 

It appears from the inclosures transmitted with Mr. Gough's letter 
that a producer of cotton desiring to obtain a loan on cotton on the 
forms prescribed by the Commodity Credit Corporation may deal directly 
with any bank or lending agency. The borrower executes a loan agreement 
which provides that he shall remain liable to the holder of the note for 
any deficiency only in the event that he does not reduce cotton acreage 
or production in accordance with the provisions of an agricultural con-
servation program offered by the Secretary of Agriculture pursuant to 
certain provisions of law, or has made any misrepresentation in connec-
tion with the loan, or in the event of a breach of warranty contained in 
the loan agreement. It is also provided that any holder of a note may-
declare it immediately due and payable if the price of cotton goes above 
a certain stated amount, upon discovery that the maker has made any mis-
representation in connection with the loan, upon any breach of warranty 
in the loan agreement, upon any failure on the part of the maker to com-
ply with agreements in connection with a conservation program, or upon 
the filing by the maker of a petition in bankruptcy or for the composi-
tion or extension of debts under the Bankruptcy Act. In these circum-
stances, it appears that there is a contingent liability on the part of 
the maker of such a note. 

The definition of the term "loan" contained in section l(c) of the 
Board's Regulation 0 includes a contingent liability, and, accordingly, 
it is the view of the Board that the liability of an executive officer 
of a member bank as maker of a note on the form prescribed by the Com-
modity Credit Corporation representing a loan on cotton falls within the 
provisions of the Board's Regulation 0. 

In this connection, it is appropriate to state that the Board was 
furnished with a copy of a letter written by the Assistant Attorney Gen-
eral to the United States Attorney at , , under date of 
February 14, 1935, in which the view was stated that there is a contingent 
liability on the part of the borrower on loans made on Commodity Credit 
Corporation forms (which,~it is understood, were at that time similar to 
the present forms) and that such liability was sufficient to bring the 
case within the scope of section 22(g) of the Federal Reserve Act as it 
then existed. 

Very truly yours, 
(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 

S-64 
Reg. 0-29 
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FEDERAL RESERVE SYSTEM 

January 18, 1958 

w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

S-65 
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Dear Sir: 

As you know, section 10(c) of the Board's Regulation 
F, as amended effective December 31, 1957, provides that funds 
received or held by a national bank as fiduciary shall not be 
invested collectively except as permitted in section 17 of the 
regulation. 

In the circumstances, the Board has revised its stand-
ard condition of membership numbered 5, as contained in Regula-
tion H, to read as follows: 

"Such bank, except as permitted in the 
case of national banks exercising fiduciary 
powers, shall not invest collectively funds 
held by the bank as fiduciary and shall keep 
the securities and investments of each trust 
separate from those of -all other trusts and 
separate also from the properties of the bank 
itself." 

The Board will prescribe the revised condition in the 
future for all applying State banks and trust companies exercis-
ing trust powers at the time of their admission to membership, 
and in any case in which you are furnished with telegraphic ad-
vice of the Board's approval of the particular application, 
through the use of the code word "ANCH0R00T", as defined in the 
Board's letter of February 11, 1956 (X-9486), the reference to 
condition numbered 5 will mean such revised condition. 

The Board feels that any State member bank or trust 
company which has accepted condition numbered 5, as contained 
in Regulation H, or a condition having a similar effect, should 
be permitted to make collective investments of trust funds under 
the same circumstances and subject to the same requirements as 
are applicable to national banks. Accordingly, you are author-
ized, on behalf of the Board, to advise any such bank or trust 
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company in youi1 district that a compliance with the pro-
visions of sections 10(c) and 17 of Regulation F will be 
considered a compliance with the requirements of the con-
dition to which the institution is subject. 

Jery t: ours 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL 
RESERVE BANKS 
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January .18, 1958 

w a s h i n g t o n 

o f t h e 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

S-66 
Reg. T-67 

Dear Sir 

There is attached a copy of a ruling which will 

be published in the Federal Reserve Bulletin regard-

ing "Guarantees of Accounts Under Revised Regulation 

T". If you deem it advisable you may send copies of 

this ruling to any national securities exchanges in 

your district and advise them of the fact that it will 

appear in the Bulletin 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

Inclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Guarantees of Accounts Under 
Revised Regulation T 

The Board has recently considered several questions regard-

ing the provisions of section 6(c) of revised Regulation T which 

relate to guaranteed accounts. 

Section 6(c) provides that in order for a guarantee to be 

given effect pursuant to that provision a duplicate original of 

the guarantee must have been filed with the secretary of a national 

securities exchange of which the creditor is a member or through 

which his transactions are effected. In response to a question as 

to whether this requirement would be satisfied if the creditor filed 

the original guarantee with the secretary of an appropriate exchange 

and merely kept a facsimile for his own records, the Board expressed 

the opinion that such procedure would comply with the filing require-

ments of section 6(c). 

The Board also stated that if a guarantee was outstanding under 

the old regulation the adjustments made for such a guarantee pursuant 

to the old regulation need not be carried over to the new regulation. 

In effect, all adjustments for guarantees under the old regulation 

may be considered as having been automatically eliminated so far as 

the new regulation is concerned, and transactions effected under the 

old regulation pursuant to such an old guarantee need no longer be 

reflected in the guarantor's account. 

A guarantee may not be given effect under section 6(c) if the 
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guarantor is a creditor. The term "creditor" as defined in sec-

tion 2(b) of the regulation includes, among other persons, every 

member of a national securities exchange, and the term "member" 

as defined in section 3(a)(5) of the Securities Exchange Act of 

1934 includes, among other persons, "any firm transacting a busi-

ness as broker or dealer of which a member is a partner, and any 

partner of any such firm". Accordingly, a partner of a member 

firm is a creditor within the meaning of this provision regardless 

of whether or not he holds an exchange membership, and a guarantee 

executed by such a partner may not be given effect under section 

6(c) of the regulation. 
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w a s h i n g t o n 

s-67 365 
Reg. T-68 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 19, 1938. 

Dear Sir: 

There is attached a copy of a ruling 

which will be published in the Federal Re-

serve Bulletin regarding "Special Miscellan-

eous Account Under Revised Regulation T." 

If you deem it advisable you may send copies 

of this ruling to any national securities ex-

changes in your district and advise them of 

the fact that it will appear in the Bulletin. 

Very truly yours, 

L, P. Bethea, 
Assistant Secretary. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

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



366 
S-67-a 
Reg. T-68 

Special Miscellaneous Account Under 
Revised Regulation T 

Section 4(f)(4) of revised Regulation T provides for a special 

miscellaneous account in which, subject to certain conditions, 

money or securities may be received from or for any customer and 

paid out or delivered to or for the customer without regard to 

his general account. Section 4(a) of the regulation provides that 

if a customer has with a creditor both a general account and one 

or more special accounts, the creditor shall treat each special 

account as if the customer had with the creditor no general ac-

count. 

The Board recently considered a case in which a member of a 

national securities exchange demanded additional margin of a cus-

tomer, the additional margin being demanded because of declines 

in the market value of the securities in the customer's general 

account and not because of any transaction in the account. In 

other words, the margin was demanded merely for the broker's own 

protection ana not because of any requirement cf the regulation. 

The question presented was whether cash deposited by the customer 

in response to such a demand for margin may, without violation of 

the regulation, be placed in a special miscellaneous account. The 

Board expressed the view that such a deposit of cash in the special 

miscellaneous account would not constitute a violation of Regula-

tion T. 
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s-68 36*7 
Reg. T-69 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 19, 1958. 

Dear Sir: 

There is attached a copy of a ruling which 

will be published in the Federal Reserve Bulletin 

regarding "Debiting of Transfer Tax Incident to 

Reborrowing of Securities Sold Short Under Regu-

lation T". If you deem it advisable you may send 

copies of this ruling to any national securities 

exchanges in your district and advise them of the 

fact that it will appear in the Bulletin. 

Very truly yours, 

L* P• Bothoa, 
Assistant Secretary. 

Inclosurc. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Debiting of Transfer Tax Incident to 
Reborrowing of Securities Sold 

Short Under Regulation T 

The first paragraph of section 6(g) of Regulation T, as re-

vised effective January 1, 1958, provides: 

"Interest on credit maintained in a general ac-
count, communication charges with respect to trans-
actions in the account, shipping charges, premiums 
on securities borrowed in connection with short 
sales or to effect delivery, dividends or other 
distributions due on borrowed securities, and any 
service charges (other than commissions) which the 
creditor may impose, may be debited to the account 
in accordance with the usual practice and without 
regard to the other provisions of this regulation, 
but such items so debited shall be taken into con-
sideration in calculating the net credit or net 
debit balance of the account." 

The Board recently considered a case in which it was neces-

sary for a broker to reborrow securities which had been sold short 

in a customer's account, and to pay the amount of the Federal stock 

transfer tax which is incident to such borrowing. The adjusted 

debit balance of the customer's account exceeded the maximum loan 

value of the securities in the account, and the question presented 

was whether in such circumstances the amount of this tax could be 

debited to the customer's account pursuant to section 6(g) without 

obtaining additional margin in the amount of the tax. The Board 

expressed the opinion that this would be permissible. 
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FEDERAL RESERVE SYSTEM S-69 
w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

********* January 24, 1958 

Dear Sir: 

From time to time matters have arisen at the Federal re-
serve banks, the effective disposition of which made it advisable 
that they be taken up with a department or agency of the Government. 

It has been the experience of the Board that more satisfac-
tory results, from the standpoint of the System as a whole, have 
been obtained in such cases when the matter was first brought to 
the attention of the Board ty the Federal reserve bank and in turn 

-»> taken up by the Board, either separately or in conjunction with the 
Federal reserve bank, with the department or agency involved. Ac-
cordingly, it is suggested that when such a question arises in the 
future your bank communicate with the Board by letter or telegram 

i advising in such detail as the circumstances may require regarding 
the matter and, if possible, the disposition which your bank would 
prefer to have made of it. 

This suggestion, of course, does not apply to routine mat-
ters which relate to the performance of work by a Federal reserve 

* bank as fiscal agent, custodian or depositary for a particular de-
partment or agency of the Government, but rather to other questions 
which the Federal reserve bank feels should be taken up with a Gov-
ernment department or agency or to questions which involve System 
policy or procedure. Also, it is not intended to change in any way 
the procedure with respect to foreign relationships of Federal re-

^ serve banks as set forth in the statement inclosed with the Board's 
letter of October 30, 1956. 

Very truly yours, 

Chester Morrill, 
Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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S-70 

370 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 24, 1938. 

Dear Sir: 

Occasionally in the past a director of a Federal reserve bank has been 
appointed to serve also as a director of a branch of the bank. While it is 
recognized that valuable service has been rendered the Federal reserve banks 
and the respective branches in these cases, it appears to the Board, after hav-
ing given careful consideration to the desirability of such dual service, that 
the stronger reasons appear to be against such appointments. Directors at the 
head office should be regarded as representing primarily the interests of the 
entire district rather than those of a single branch. Furthermore, service by 
different individuals on the branch boards will afford an opportunity to bring 
their counsel and influence to the System, and for closer contact with the 
fields of activity with which these directors are identified. Therefore, the 
Board has reached the conclusion that in the future the appointment of a di-
rector of a reserve bank to serve at the same time as a branch director should 
not be made. 

Accordingly, the Board has amended its regulation with respect to the 
appointment of directors of branches of Federal reserve banks, a copy of which 
was attached to the Board's letter of January 4, 1937 (X-9778), by adding at 
the end of the second paragraph a new sentence reading as follows: 

"No director of a Federal reserve bank shall be appointed to 
serve as a director of a branch of the bank during the period 
of his service as a director of the Federal reserve bank." 

Of course, this change in the regulation does not apply to Federal re-
serve bank directors who are serving as branch directors at the present time, 
but to all appointments hereafter made. A copy of the regulation as amended 
is inclosed with this letter. 

Very truly yours, 

Chester Morrill, 
Secretary. 

Inclosure. 

TO CHAIRMEN OF ALL FEDERAL RESERVE BAMS. 
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1. The board of directors of each branch of a Federal reserve bank 
shall consist either of seven members or of five members, as may be deter-
mined by the Federal reserve bank, subject to the approval of the Board of 
Governors of the Federal Reserve System. Where the board of directors of 
the branch consists of seven members, four shall be appointed by the Fed-
eral reserve bank and three by the Board, of Governors, and, where the board 
consists of five members, three shall be appointed by the Federal reserve 
pank and two by the Board of Governors. 

2. All directors shall be persons of high character and standing 
who have established reputations and ability to meet their financial obliga-
tions. They shall be persons whose business and financial interests are 
primarily within and representative of the branch territory rather than of 
interests controlled or owned outside the territory. The directors appointed 
by the Federal reserve banks shall be persons who are either well qualified 
and experienced in banking or actively engaged in agriculture, industry or 
commerce. The directors appointed by the Board of Governors shall be persons 
who are actively engaged in agriculture, industry or commerce and who are not 
primarily engaged in banking (although they may be stockholders or directors 
of banks). No director of a Federal reserve bank shall be appointed to serve 
as a director of a branch of the bank during the period of his service as a 
director of the Federal reserve bank. 

3. All directors shall be citizens of the district and shall reside 
within the territory served by the branch, but at least one of the directors 
appointed by the bank shall reside outside of the city in which the branch 
is located. 

4. One of the directors appointed by the reserve bank shall be the 
active manager of the branch and shall have the title "Managing Director". 

5. The term of office for the director chosen by the reserve bank 
to act as Managing Director of the branch shall be one year, subject to re-
appointment from year to year, if such action be desirable. 

6. The full term for other directors shall be three years where the 
branch board consists of seven members and two years where the branch board 
consists of five members. In order to make practicable an orderly rotation 
of branch directorships, the terms of directors, other than the Managing Di-
rector, shall be so arranged that the term of a director appointed by the 
Board of Governors and the term of a director appointed by the Federal re-
serve bank shall expire at the end of each year. No director, other than 
the Managing Director, who has had six or more years of continuous service, 
shall be reappointed as a director to take effect before the expiration of 
a period, immediately following such service, of at least two years at any 
branch having five directors or three years at any branch having seven di-
rectors . 

7. The board of directors of each branch shall annually elect as 
chairman of the board the member appointed by the Board of Governors whose 
term, of office expires with the current year. 
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8. In the event of a vacancy occurring in the board of directors 
of a branch of a Federal reserve bank, the appointment to fill such vacancy 
shall be made by the body making the original appointment and such appoint-
ment shall be for the unexpired term. 

9. As provided in Section 3 of the Federal Reserve Act, directors 
of branches of Federal reserve banks hold office at the pleasure of the 
Board of Governors. 

r 
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BOARD OF GOVERNORS s-71 

„,**»»»»„ O F T H E Reg. T-70 
' " FEDERAL RESERVE SYSTEM 

w a s h i n g t o n 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 7, 1958. 
* * * * * * * 

Dear Sir: 

It will be noted that at page 87 of the February 1938 Fed-
eral Reserve Bulletin there is a statement with respect to the 
status of rulings published regarding Regulation T prior to the 
revision of January 1, 1938. 

As you know, there are also certain unpublished rulings re-
garding the old regulation, that is, unpublished mimeographed 
letters which were assigned. Regulation T numbers prior to Reg. 
T-63. For the same reasons that most of the old published rul-
ings may be disregarded, it should no longer be necessary to refer 
to any of the old unpublished rulings, except the following: 

X-9879, Reg. T-53, dated April 24, 1937, regarding the 
use of unpublished rulings under Regulation f; 

X-9880, Reg. T-54, dated April 28, 1937, regarding the 
meaning of the term "broker or dealer who trans-
acts a business in securities through the medium 
of any such member"j 

X-9885, Reg. T-55, dated May 6, 1937, regarding the desig-
nation of certain securities by the Secretary of 
the Treasury for exemptionj 

S-15, Reg. T-56, dated June 7, 1937, regarding the ques-
tion whether failure to call a security for trading 
prevents it from being a registered security; and 

S-23, Reg. T-59, dated July 19, 1937, regarding the clear-
ance of certain transactions through a cash account. 

V ery^gu^-^gnrr s, 

0A^-
L. P. Bethea, 

Assistant Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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INTERPRETATION 01' LAW OR REGULATION 

S-7S 
Reg. D-8. 

(Copies to be sent to all Federal reserve banks) 

February 5, 1938. 

Mr. , Vice President, 
Federal Reserve Bank of , 

Dear Mr. : 

This refers to your letter of January 25, 1938, and in-
elosures, requesting aavice as to how member banks in your dis-
trict should classify for reserve purposes certain "personal loan 
deposits". 

It appears from the sample account book and note form of 
the National Bank, , , that the mem-
ber bank makes loans to individuals through its personal loan depart-
ment , taking in each case a promissory note payable at a specified 
date in the future, and requires the borrower to deposit with the 
bank a specified sum of money each month until the total of such de-
posits equals the principal of the loan, at which time the accumu-
lated deposits are applied in payment of the loan and the note is 
canceled and surrendered. It is also understood that the borrower 
is furnished a book in which his monthly deposits are entered and 
which contains the following provision: "This book is subject to 
the terms of signed agreement made _________ day of 
and has been assjgped to National Bank as collateral". 

We understand that the agreement referred to in the account 
book is the note evidencing the personal loan, which contains a pro-
vision that upon default in making the monthly deposits the note, for 
the full amount thereof loss a credit for such deposits as have been 
made, shall become due and payable at the election of the payee. 

It is our understanding that the borrower is not permitted 
to withdraw the funds deposited under the above plan and that inter-
est is charged by the member bank on the full amount of the personal 
loan until maturity. 

With reference to the question whether amounts deposited by 
the borrower constitute deposits for reserve purposes, your attention 
is invited to thm ruling oublished at page 538 of the Federal Reserve 
Bulletin for September, 1931, which held, on similar facts, that funds 
deposited in "special accounts" in order to provide for the repayment 
of personal loans are deposits within the meaning of section 19 of the 
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Federal Reserve Act against which reserves must be maintained. 
This ruling was reaffirmed by the Board on July 11, 1935, in a 
letter to the Federal Reserve Bank of . Accord-
ingly, reserves are required to be carried against the deposits 
described in your letter. Since it is understood that interest 
is charged on the full amount of the loan until maturity, it seems 
clear that the monthly deposits can not be considered as partial 
payments on the loan. 

You also ask to be advised as to how such deposits should 
be classified for reserve purposes. On the basis of the facts sub-
mitted, it is our view that the deposits evidenced by the book in 
question should be classified as "time deposits, open account" pro-
vided the particular contract made with the borrower provides that 
deposits shall be made during a period of not less than three months 
as required by footnote 2 of section 1(d) of Regulation D. If a 
case should arise in which the contract r-,Tith the borrower provides 
that deposits are to be made during a period of less than three 
months, we will be glad to consider the question of classification 
upon receipt of a full statement of the facts of the particular 
case. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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INTERPRETATION OF LAW OR REGULATION 

8-73 
Reg. P-

{Copies to be sent to all Federal reserve banks) 

February 4, 1938. 

Mr. , Vice President, 
Federal Reserve Bank of 

Dear Mr. : 

This refers to your letter of March 8, 193?, relating 
to an inquiry from Company, , 

, with respect to whether cash, notes receivable, 
and accounts receivable may be considered readily marketable as-
sets for the purposes of subsections (b) and (c) of section 5144 
of the Revised Statutes of the United States. As you have been 
advised, e. reply to your letter has been deferred awaiting the 
development of experience through action by the Board on requests 
of the Commissioner of Internal Revenue for certifications in con-
nection with claims of holding company affiliates for credits for 
income tax purposes. However, while no such requests have yet 
been received, it is felt that a reply should not be further de-
layed. 

The Board feels that the question whether certain as-
sets are readily marketable assets within the meaning of subsec-
tions (b> and (c) of section 5144 is a question of fact which 
should be determined primarily by the holding company affiliate 
itself, bearing in mind th&t the law apparently contemplates that 
the assets shall be of such a nature that their fair market value 
can be easily ascertained with reasonable accuracy and can be 
readily realized in the market at any time in order to pay assess-
ments on bank stocks or to assist subsidiary banks through vol-
untary contributions. Assets of any kind., other than bank stocks, 
will satisfy the requirements of the law if they are in fact 
readily marketable. Quite clearly they need not consist only of 
stocks, bonds, and similar assets commonly known as "securities". 
On the other hand, in view of the nature of the present inquiry, 
it should be pointed out that "readily marketable assets" cannot 
be properly construed to include all assets which may be classi-
fied as "current assets". Thus, while notes, at least, may be 
readily marketable in some instances, notes and accounts receiv-
able cannot be considered readily marketable assets merely because 
it is contemplated that they will be collected within a relatively 
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short time. However, in the light of the purposes of the re-
quirements under consideration, it is believed that cash, in 
the sense of United States currency and demand bank deposits, 
should be deemed to be a readily marketable asset within the 
meaning of such requirements. 

It is trusted that the foregoing comments may be of 
assistance to ________________________ Company in determining what 
action it must take in order to comply with the statutory pro-
visions in question and it will be appreciated if you will ad-
vise that organization concerning the Board's views. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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378 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
TO T H E B O A R D 

February 8, 1958. 

SUBJECT: Annual Review of Capital Position of 

State M e m b e r Banks Subject to Condi-

tion of Membership Regarding Main-

tenance of Adequate Capital Structure. 

Dear Sir: 

The question has been raised in connection with 

the annual review of the capital position of State mem-

ber banks referred to in the Board's letter X-9506, dated 

February 28, 1336, whether the ratio of capital to de-

posits, so far as demand deposits are concerned, should 

be based upon gross demand deposits or n e t demand depos-

its as defined in Regulation D. 

For the purpose of the review, it is requested 

that the capital ratio be based upon total deposits; 

i.e., the total of time deposits and gross demand depos-

its, a s defined in Regulation D. 

Very truly yours, 

L. P. Bethea, 

Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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8-75 379 

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

February 14, 1938. 

SUBJECT: Industrial Loan Advances 
to Protect Collateral. 

Dear Sir: 

For your information there is inclosed 

a copy of a letter sent to the Federal Reserve 

Bank of Richmond with respect to advances to 

protect collateral held by the Federal Reserve 

banks as security for Section 15b loans. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

Inclosure. 
\ 

TO PRESIDENTS OF ALL FEDERAL 
RESERVE BANKS EXCEPT RICHMOND 
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February 14, 1938. 

Mr. J. S. Walden, Jr., 
First Vice President, 
Federal Reserve Bank of Richmond, 
Richmond, Virginia. 

Dear Mr. Walden: 

In response to your inquiry of Februaiy £, 

advances to protect collateral held by the Fed-

eral Reserve banks as security for Section 15b 

loans should be included in the calculation of 

the amount of Federal Reserve bank funds ad-

vanced and under commitment as reported on Form 

B-23. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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BOARD OF GOVERNORS 

FEDERAL RESERVE SYSTEM 

March 4, 1958 

w a s h i n g t o n 

o f t h e 

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

SUBJECT: Reimbursement of the Federal Reserve 
Banks for Expenses Incurred in Redeeming 
Adjusted Service Bonds. 

Dear Sir: 

There is inclosed a copy of a letter written to Mr. 

layne C. Taylor, Assistant Secretary of the Treasury, under 

date of March 4, 1958, with respect to the reimbursement of 

the Federal Reserve banks for expenses incurred ty them in 

redeeming adjusted service bonds. As you know, the letter 

was presented to the Presidents' Conference by the Committee 

on Reimbursable Expenses, and approved by the Conference. 

Very truly yours, 

Chester Morrill, 
Secretary. 

Inclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

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



S-76-a 
382 

March 4, 1938. 

Honorable Wayne C. Taylor, 
Assistant Secretary of the Treasury, 
Washington, D. C. 

Dear Mr. Taylor: 

This refers to your letter of January 14, in which you advised that 
you would be glad to meet with Mr. M. J. Fleming, Chairman of the Presidents' 
Conference Committee on Reimbursable Expenses, and with Mr. Smead, of the 
Board's organization, at their mutual convenience for the purpose of discuss-
ing the question of reimbursing the Federal Reserve banks after December 31, 
1937, for their expenses in redeeming adjusted service bonds. 

On the morning of Tuesday, March 1, the Presidents' Conference 
Committee, consisting of Presidents McKinney, Martin and Leach, and Mr. Zur-
linden, First Vice President of the Federal Reserve Bank of Cleveland, repre-
senting Mr. Fleming, Chairman of the Committee, and Mr. Smead met with Mr. 
Broughton and Mr. Kilby of your office and reviewed this question. 

Mr. Kilby pointed out that while it had not seemed practicable to 
obtain an appropriation from Congress at this time for the purpose of reim-
bursing the Federal Reserve banks for their expenses in redeeming adjusted 
service bonds during the remainder of the fiscal year 1938 and for the fiscal 
year 1939, he believes the Department has sufficient funds to reimburse the 
Federal Reserve banks for such expenses incurred during the first six months 
of the calendar year 1938. It was further brought out in the conference that 
if such expenditures should continue to be relatively large after July 1, 
1938, it would be possible to ask Congress in January 1939 for a deficiency 
appropriation to cover such expenses. 

While the Presidents' Conference Committee feels that the Federal 
Reserve banks should be reimbursed for expenses incurred in redeeming adjusted 
service bonds, particularly so long, as the expenses amount to such substantial 
sums as they have in the recent past, the members of the Committee expressed 
a willingness to go along with the program outlined to them by Messrs. 
Broughton and Kilby with the understanding, of course, that should the ex-
penses during the last half of this year continue at or near the present level 
they would have the privilege of taking up with the Treasury the advisability 
of asking for a deficiency appropriation to take care of such expenses. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Mot-rill, 
Secretary. 
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BOARD OF GOVERNORS 3 8 3 
******* d f t h e 

FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 

March 10, 1958. t o t h e b o a r d 

Dear Sir: 

For your information there is in-

closed a copy of a letter written to the 

Federal Reserve Bank of Boston with re-

spect to charge-offs of losses on indus-

trial advances and commitments for which 

reserves have been set up with the ap-

proval of the Board. 

Very truly yours, 

-Q>9jlaxi^ hr)tvuj$ 

Chester Morrill, 
Secretary„ 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE 
BANKS EXCEPT BOSTON 

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



S—77—a 
Reg. S-l 

March 10, 1958. 

Mr. R. A. Young, President, 
Federal Reserve Bank of Boston, 
Boston, Massachusetts. 

Dear Mr. Youngs 

This refers to your letter of January 20, 1938, in which you 
state that, anticipating that a loss would develop on an advance 
made under Section 13b of the Federal Reserve Act, your bank set 
up a reserve to cover such loss in the amount of $2,500 at the end 
of 1936| that after foreclosing and realizing upon all collateral 
held, in connection with such obligation, and applying the proceeds 
against the principal of such obligation and expenses incurred 
therewith, there is an unpaid balance of $2,190.25; and that since 
it has been found that no further recoveries are possible from the 
obligor you ask the Board's authority to charge off the amount of 
the loss, $2,190.25, less the portion of the loss reimbursable by 
the participating bank, against the reserve, $2,500, previously 
set aside for such purpose. 

Since the Board at the end of 1956 specifically approved set-
ting aside a reserve of $£,500 to cover an anticipated loss on the 
advance, and since reserves set aside for losses on industrial ad-
vances are considered in the nature of valuation reserves, the 
Board considers that the action which it took in practical effect 
constituted an approval of the charge-off of a loss not exceeding 
such reserve and you are at liberty to make the proposed charge-off. 

In order that we may be fully prepared to furnish adequate in-
formation regarding any such loss, the bank should satisfy itself 
that its records reflect all the facts upon which reliance is placed 
for justification of the reserve sot up for any such loss and the 
charge-off thereof, not only in this but also in all other cases 
of advances made under Section 13b of the Federal Reserve Act. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Morrill, 
Secretary. 
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S-78 
Reg. T-71 

INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal Reserve banks) 

March 14, 1358. 

Mr. , Secretary, 
Federal Reserve Bank of , 

Dear Mr. : 

Reference is made to your letter of March 5, 1938, re-
garding the inquiry of the Stock Exchange, as to 
the status under Regulation T of certain 5-1/2% trust re-
ceipts issued by the (A) Trust Company of , . 

It is understood that the receipts were issued by the 
(A) Trust Company as a result of the failure of the (B) Trust 
Company of ; that the face value of each receipt is 
backed by a like amount of the Town of , , 
A% bonds, although the receipts arc not guaranteed as to prin-
cipal or interest by the Town of ; and that the re-
ceipts are not registered on any national securities exchange. 

In these circumstances, the Board agrees with your view 
that these receipts are neither registered securities nor ex-
empted securities within the meaning of Regulation T and that, 
therefor3, they would have no loan value in connection with a 
loan under the regulation for the purpose of purchasing or 
carrying securities. 

As you mentioned, the securities could be given loan 
value by a bank in making a loan5 and, of course, even a 
broker could lend on the receipts under section 4(f)(6) for 
any purpose other than purchasing or carrying or trading in 
securities, or could accept them under section 7(b) for his 
own protection without giving them loan value for the pur-
poses of the regulation. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 

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



386 
BOARD OF GOVERNORS S-79 

Reg. T-72 FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

o f t h e 

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

March 17, 1958 

Dear Sir: 

There is attached a copy of a ruling which will be pub-
lished in the Federal Reserve Bulletin regarding "Time When 
Guarantee Is Filed With Secretary of Exchange". 

Certain Regulation T rulings have been forwarded to you 
in the past with advice that they would be published in the Fed-
eral Reserve Bulletin and that you might send copies to national 
securities exchanges and inform them of the fact that the rulings 
would appear in the Bulletin. It was found that such rulings 
were published in the newspapers prior to their appearance in 
the Bulletin, although they had not been definitely released to 
the press. It has seemed advisable, therefore, that when a rul-
ing is to receive such distribution, it be prepared as a state-
ment for the press, and that an appropriate date of release be 
specified in order to permit sufficient time for the statement 
to reach all Federal Reserve banks prior to such date. 

Accordingly, it will be noted that the attached ruling 
is in the form of a statement for the press which, however, id 
not to be released until the time specified on the statement. 

Very truly yours 

L. P. Bethea, 
Assistant Secretary 

Inclosure 

TO PRESIDENTS OF ALL "FEDERAL RESERVE BANKS 

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



387 
BOARD OF GOVERNORS 

OF THE 
FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, 
Monday, March 21, 1938. 

The following ruling will appear in the Federal Reserve Bulletin. 

Time When Guarantee Is Filed With 
Secretary Of Exchange 

Under section 6(c)(2) of Regulation T, one of the requirements for 

a guarantee being given effect for the purposes of the regulation is that 

"a duplicate original of the guarantee has been filed with the secretary of 

a national securities exchange of which the creditor is a member or through 

which his transactions are effected". 

The Board recently considered a case in which a creditor had re-

ceived a guarantee that satisfied all other requirements for its effective-

ness under the regulation, but the creditor's office was located at such a 

distance from an appropriate national securities exchange that it would re-

quire several days for the duplicate original to reach the secretary of the 

exchange by mail. The question presented was whether in such circumstances, 

if the creditor mailed the duplicate original to the secretary of the ex-

change and also advised the secretary of these facts by telegraph, the cred-

itor might thereupon treat the guarantee as having been appropriately filed, 

instead of allowing time for the duplicate original to reach its destination. 

It is recognized that filing requirements of other statutes or 

regulations frequently are held not to be complied with until the docu-

ment in question has been received in the office of the person with whom 
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it is to be filed. The Board expressed the opinion, however, that in view 

of the purposes of this requirement in Regulation T it would be proper in 

a case such as that described to treat the duplicate original of the guar-

antee as having been filed with the secretary of the exchange as of the 

time when the duplicate original has been mailed to him and he has been 

advised by telegraph. 
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BOARD OF GOVERNORS 
o f t h e 

FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

March 85, 1938. 

8-80 
Sec. 5156 E. S.-ll 

389 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

Subject: Amortization of premiums on bonds 
under the Comptroller's regulations 
governing the purchase of investment 
securities. 

Dear Sir: 

Inclosed for your information are copies of two 

letters dated March .34, 1938, from Mr. Paulger, Chief of 

the Board's Division of Examinations, regarding the amor-

tization of premiums on bonds under the provisions of 

regulations of the Comptroller of the Currency governing 

the purchase of investment securities, 

It will be appreciated if you will have this let-

ter as well as letter 8-55, which relates to a different 

phase of the same subject, brought to the attention of 

your examiners. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

Inclosures. 

TO THE pni'SIlMTS OF ALL FEDERAL RESERVE BANKS 
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3—80~a 
Sec. 5136 R. S. 

March 24, 1958. 

Mr. , Vice President, 
Federal Reserve Bank of , 

Dear Mr. : 

A schedule of "Issues on which premium is not being 
amortized to maturity as required" was shown on page 12-E of 
the report of examination of State Bank, , 

, as of January 51, 1938. Included in the sched-
ule were four issues which, according to the schedule, had 
been purchased prior to February 15, 1936, the date of the 
promulgation of the Comptroller's regulations governing the 
purchase of investment securities. 

The provisions of the Comptroller's regulations gov-
erning the purchase of investment securities relate only to 
securities purchased after the effective date of the regula-
tions and do not apply to securities held at the time the reg-
ulations were promulgated. It is suggested, therefore, that 
this matter be brought to the attention of your examiners in 
order that such errors may be avoided in the future. 

You will appreciate, I am sure, that this letter is 
not intended to suggest that the amortization of premiums, 
even if not required by law, is not altogether desirable and 
in accordance with sound banking practice. The letter is writ-
ten only to guard against the treating of matters as violations 
of the law and the Comptroller's regulation, when actually they 
are not violations. 

Very truly yours, 

(Signed) Leo H. Paulger 

LEO fl. PAIJLGER, 
Chief, Division of Examinations. 
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S-80-b 
Sec. 5136 ft. S.-

March 24, 1938. 

Mr. , Vice President, 
Federal Reserve Bank of , 

Dear Mr. : 

The following comment appears on page 81 of the report of 
examination of Loan and Trust Company, , , 
as of January 28, 1938: 

"In order to comply with the regulation of the Comptroller 
of the Currency, to which State member banks are subject, 
it is necessary to amortize the premium on all bonds car-
ried above par, so that the premium will be extinguished 
before the maturity of the securities. This situation was 
discussed with the management and it was stated that the 
premium on three issues will be charged out." 

The above comments were inapplicable in the situation inas-
much as the only bonds carried at a premium were U.S. Treasury Bonds 
and Federal Farm Mortgage Corporation Bonds (which, for the purpose of 
Section 5136, are considered as obligations of the Ur.ited States) and 
such bonds as exempted securities are not subject to the provisions of 
the Comptroller's regulations governing the purchase of investment 
securities. It is suggested, therefore, that this matter be brought 
to the attention of your examiners in order that such errors may be 
avoided in the future. 

You will appreciate, 1 am sure, that this letter is not in-
tended to suggest that the amortization of premiums, even if not re-
quired by law, is not altogether desirable and in accordance with 
sound banking practice. The letter is written only to guard against 
the treating of matters as violations of the law and the Comptroller's 
regulation, when actually they are not violations. 

Very truly yours, 

(Signed) Leo E. Paulger 

LEO H. PAULGER, 
Chief, Division of Examinations. 
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S-81 
Reg. D-9 

INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal reserve banks) 

March 22, 1938. 

Mr. , Vice President,. 
Federal Reserve Bank of , 

Dear Mr. 

This refers to your letter of March 7, 1938, and in-
closure, presenting the question whether amounts carried by The 

National Bank of in an account 
called "Special Reserve, Contracts Department" constitute de-
posits against which reserves are required to be carried with 
the Federal Reserve Bank of . 

You state that the national bank examiners have raised 
the question as to whether the amounts should not be treated as 
demand deposits subject to reserves rather than as "other lia-
bilities." You further state that, since the release of the 
funds appears conditional, they being held to indemnify the bank 
in case of loss in its dealings with certain borrowers, and since 
a substantial portion of such funds reverts to the bank, you are 
inclined to the opinion that the items may properly be classi-
fied as "other liabilities." 

It is understood that the account arises from the bank's 
installment financing activities wherein it makes an arrangement 
with an automobile dealer or other similar dealer to discount his 
contracts with the understanding that out of the proceeds of each 
contract a cert,".in amount will be set aside in a reserve fund and 
will not be paid to the dealer until the contract from which it 
arose is paid in full; that all such amounts are available to the 
bank to cover losses sustained in the collection of any or all 
such contracts discounted for the dealer and may be applied by 
the bank against any other indebtedness incurred by the dealer; 
+n(* in actual practice half or less of such amounts is paid 
to the dealer, as losses generally consume some portion of the 
amounts and other portions are applied against other indebtedness 
of the dealer. Although it does not appear from your letter, it 
is assumed thau the amounts held in the special reserve account 
are not segregated but are commingled with the other assets of the 
bank. 

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



S-81 
Reg. D-9 
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As you know, in a ruling published at page 572 of the 
Federal Reserve Bulletin for May, 1922, the Board laid down the 
"broad rule that all funds received by a bank in the course of 
its commercial or fiduciary business must be treated either as 
deposits against which reserves must be carried, or as trust 
funds subject to the ordinary restrictions and safeguards im-
posed upon the custody and use of trust funds". In that ruling 
it was made clear that even in the case of trust funds, if they 
were not segregated from the bank's other assets but were mingled 
with the bank's general funds, a deposit liability would bo cre-
ated against which reserves must be carried. This position was 
recently affirmed in the ruling published at page 113 of the Feb-
ruary, 1937, Bulletin and in the ruling published at page 391 of 
the May, 1937, Bulletin. In the light of the principles stated 
in these rulings and on the basis of our understanding of the 
facts £is stated above, it is the view of the Board of Governors 
that amounts carried in the special reserve account under consid-
eration are deposits against which reserves are required to be 
carried with the Federal Reserve bank. 

The fact that amounts carried in the special reserve 
account may not be withdrawn by the dealer and probably will be 
used by the bank at least in part to cover losses on the dis-
counted paper or other indebtedness of the dealer is believed 
not to be a controlling consideration. In this connection, your 
attention is invited to the Board's letter of February 5, 1938 
(8-72), which reaffirmed the position taken in a ruling published 
at page 538 of the Bulletin for September, 1931, to the effect 
that amounts carried in accounts opened to secure the payment of 
personal loans were deposits for reserve purposes, even though 
they could not be withdrawn by the depositor but were to be used 
solely for the purpose of paying the amount of the personal loan. 

The question whether amounts carried in a special re-
serve account are demand deposits or time deposits will, of course, 
depend upon whether or not the agreement or arrangement under 
which the funds are held complies with the definitions in section 
1 of Regulation D. In this connection, your attention is invited 
to the fact that all deposits which do not comply with the defi-
nitions of time deposits constitute demand deposits. 

As heretofore stated, the Board's ruling in this case is 
based upon our understanding of the facts as set forth above, but 
if there should be any material variation between the actual facts 
and our understanding of them, the matter may require further con-
sideration. 

Very truly yours, 
(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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8-82 
Beg. T-73 

T1WKRPRETATTQN of law op regulation 

(Copies to be sent to all Federal reserve banks) 

March 21, 1938. 

Mr. , 
Assistant Vice President, 
Federal Reserve Bank, 

Dear Mr. : 

Reference is made to your letters of February 9 and March 2, 
1938, regarding a question which has arisen under Regulation T. The 
question which you present may be restated as follows: 

A customer has an account in which the adjusted debit 
balance exceeds the maximum loan value of the securities 
and in which there is required under Regulation T the de-
posit of $2,500 in connection with a transaction on a pre-
ceding day. The account includes a short position of 100 
shares of X stock having a current market value of $5,000. 
The customer deposits with the creditor 100 shares of X 
stock to be delivered against the short position, and re-
quests the creditor to permit him to withdraw on the same 
day $5,000 in cash. There are no other transactions in the 
account on the given day, and the $2,500 deposit is the only 
one required in the account because of any transactions on 
any previous day. May the creditor permit such withdrawal? 

It is the view of the Board that in the circumstances stated, 
the receipt of 100 shares of X stock in the account to be delivered 
against the short position has the effect of reducing the adjusted debit 
balance of the account by $5,000 (the market value of the securities 
short) plus $2,500 (the margin required on the short position under the 
present supplement to Regulation T), or $7,500, while leaving unchanged 
the maximum loan value of the securities in the account. The creditor 
may, if he desires, treat the receipt of securities as consisting of 
two portions. One portion may be considered to be a "covering or other 
liquidating" transaction effected in the account for the purposes of 
section 3(e)> in lieu of th$ deposit of $2,500 in connection with the 
transaction on the preceding day; and the remaining portion may be con-
sidered to be a deposit of securities in connection with a withdrawal • 
On this basis, the creditor may permit the withdrawal from the account 
on the given day of $5,000 in cash. 

Very truly yours, 

(Signed) L. P. Bethea 
L. P. Bethea, 

Assistant Secretary. 
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******* 

BOARD OF GOVERNORS 
o f t h e 

FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

March 29, 1938. 

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

Dear Sir: 

There is inclosed, for your information, a copy of a letter, 
dated March 23, 1938, received by the Board from Mr. Wayne C. Taylor, 
Assistant Secretary of the Treasury, with respect to reimbursing the 
Federal Reserve banks for expenses incurred in redeeming adjusted 
service bonds, and a copy of the Board's acknowledgment of Mr. 
Taylor's letter. 

In connection with the statement in Mr. Taylor's letter with 
respect to studies of the basis for reimbursement used by the differ-
ent Federal Reserve banks with a view to effecting more uniform 
charges for services rendered, the Presidents' Conference Committee 
on Reimbursable Expenses, as you know, has been giving this subject 
careful consideration for a considerable period of time. It is be-
lieved that instructions with respect "bo determining costs of the 
various fiscal agency operations, as now contained in the manual of 
instructions governing the preparation of functional expense reports, 
are about as satisfactory as can be devised. After consulting with 
Mr. Fleming, Chairman of the Presidents' Conference Committee on Re-
imbursable Expenses, and others, the Board has decided to have repre-
sentatives of its Division of Bank Operations visit some of the Fed-
eral Reserve banks for the purpose of reviewing all fiscal agency 
expenses and the methods followed' in determining charges to the 
Treasury and other Governmental agencies for work performed for 
them, with the hope that ways may be found to bring about a greater 
uniformity in the methods followed in determining such charges. 

Very truly yours, 

Chester Morrill, 
Secretary. 

Inclosures, 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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TREASURY DEPARTMENT 
WASHINGTON 

March 23, 1938. 

Dear Mr. Morrill; 

Thank you for your letter of March 4, 1938, expressing the will-
ingness of the Presidents' Conference Committee on Reimbursable Ex-
penses to treat the matter of reimbursement for expenses incurred in 
redeeming Adjusted Service Bonds in the manner outlined at a confer-
ence held on March 1 in the Office of the Commissioner of the Public 
Debt. 

In accordance with that agreement steps are being taken to make 
approximately $90,000 available to the Public Debt Service in order 
that vouchers from the Federal Reserve banks for expenses incurred 
from January through June of this year may be honored. I would like 
to point out that there is no assurance that these•vouchers can be 
honored in their entirety if the total for the six months period ex-
ceeds $90,000. In this connection, it is understood that the Commit-
tee is studying the.basis for reimbursement used by the different 
banks with a view to effecting more uniform charges for the services 
rendered. 

It is also fair to state that the Department makes no commitment 
with respect to a possible deficiency appropriation to cover expenses 
incurred subsequent to July 1, 1958, in the event the Committee de-
sired this action. As a practical matter, we feel that there will be 
a continuing diminution of redemptions and that certainly by July 1 
next the work will have decreased to a point where it will be entire-
ly reasonable to expect the banks to carry on without further reim-
bursement. 

Very truly yours, 

(Signed) Wayne C. Taylor 

* Assistant Secretary of the Treasury. 

Chester Morrill, Secretary, 
Board of Governors of the 

Federal Reserve System, 
Washington, D. C. 
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S-83-b 

March 29, 1938. 

Hon. Wayne C. Taylor, 
Assistant Secretary of the Treasury, 
Treasury Department, 
Washington, D. C. 

Dear Mr. Taylor: 

This will acknowledge receipt of your letter of March 
23, 1938, in reply to the Board's letter of March 4, with re-
spect to reimbursing the Federal Reserve banks for expenses in-
curred in redeeming adjusted service bonds. It is noted from 
your letter that you feel that, as a practical matter, there 
will be a continuing diminution of redemptions and that certain-
ly by July 1, 1938, the work will have decreased to a point where 
it will be entirely reasonable to expect the Reserve banks to 
handle the redemptions without further reimbursement. 

A copy of your letter is being forwarded to each Fed-
eral Reserve bank for its information. 

Should the volume of redemptions continue on a large 
scale after July 1, 1938, the Reimbursable Expense Committee of 
the Presidents' Conference may wish to again review this matter 
with you. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Morrill, 
Secretary. 
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BOARD OF GOVERNORS 3 9 8 
o f t h e 

FEDERAL RESERVE SYSTEM 
w a s h i n g t o n 

April 7, 1938. 
a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 

t o t h e b o a r d 

Dear Sirs 

At their conference held in Washington on February 28 
and March 1, 1958, the Presidents of the Federal Reserve banks 
considered the recommendation of Presidents Martin and Fleming 
that it be the uniform policy of the Federal Reserve banks to 
favor the making of reciprocal arrangements between adjacent 
Federal Reserve districts which will allow a Federal Reserve 
bank, on request of member banks in its district or on request 
of a Federal Reserve bank in an adjacent district, to make 
shipments of currency to member banks in adjacent districts 
without expense to the member banks receiving the shipments. 
The Conference concurred in this recommendation with the un-
derstanding that any request to a Federal Reserve bank to 
enter into such an arrangement should originate with the mem-
ber bank which is to receive the shipments and should be made 
to its own Federal Reserve bank. 

The Board will interpose no objection to a Federal 
Reserve bank's entering into the arrangements set forth abovo, 
as approved by the Presidents' Conference. If and when your 
bank enters into such arrangements, advice thereof, including 
the names of the cities in other districts to which your bank 
is requested to make currency shipments will be appreciated. 

Very truly yours, 

V D o v u ^ 

Chester Morrill, 
Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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BOARD OF GOVERNORS 
o f t h e 

S--85 
Reg. T-74 

FEDERAL RESERVE SYSTEM 399 
w a s h i n g t o n 

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

April 8, IS38 

Dear Sir: 

For your information there is inclosed 

herewith a copy of a telegram recently received 

by the Board from one of the Federal Reserve 

banks, together with a copy of the Board's re-

ply thereto, with regard to the interpretation 

of the word "committee" as used in sections 

5(f) and 4(c) of Regulation T. 

[Enclosures. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary 
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S-85-a 
Reg. T-74 

April 2, 1938. 

SIHLER 
CHICAGO 

Referring your telegram April 1. An individual as well as 

a group of individuals may be a "regularly constituted com-

mittee of a national securities exchange having jurisdic-

tion over the business conduct of its members". On the 

basis of your telegram indicating that the relevant func-

tions are now properly vested in Smith, he is appropriate 

"committee" within meaning of Regulation T for extensions 

of time under sections 3(f) and 4(c). 

BETHEA 
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S-85-b 
Reg. T-74 

TELEGRAM 

1958 APR X PM 5 59 

172 G D 
CHICAGO APR 1-38-254P 

PARRY 
BOARD WASHINGTON 

Under new constitution Chicago Stock Exchange now effec-

tive no provision made for business conduct committee but 

this function vested in president of exchange or such 

other officer or officers as he may designate. This func-

tion presently delegated to Smith Assistant Secretary 

thereby continuing function same channels as before but in 

view of word "committee" in section 3(f) officers of ex-

change would like to have approval of Board and they also 

suggest amendment in due course section 5(f) substituting 

word "authority" in place of "committee". Understand 

situation is similar connection with new setup New York 

exchange. 

SIHLER 

3P 
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S-86 
Reg. 0-30 

INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal Reserve banks) 

April 7, 1938. 

Mr. , Vice President, 
Federal Reserve Bank of , 

Dear Mr. : 

This refers to your letter of March 22, 1938, requesting a 
ruling as to whether the board of directors of a national bank may-
delegate to executive officers of the bank the power to renew or ex-
tend loans made to an executive officer prior to June 16, 1933. 

The pertinent provision of section 22(g) of the Federal Re-
serve Act provides: 

* -* that loans made to any such officer prior to 
June 16, 1935, may be renewed or extended for periods 
expiring not more than five years from such date where 
the board of directors of the member bank shall have 
satisfied themselves that such extension or renewal is 
in the best interest of the bank and that the officer 
indebted has made reasonable effort to reduce his obli-
gation, these findings to be evidenced by resolution of 
the board of directors spread upon the minute book of 
the bank * * * ." 

Similar requirements are contained, in section 4 of Regula-
tion 0. 

The fact that the statute requires a "resolution of the 
board of directors" spread upon the minute book of the bank as evi-
dence that the "board of directors"" shall have satisfied "themselves" 
as to the matters specified makes it clear that Congress contemplated 
action by the board of directors and not by a committee or officers 
of the bank. You are advised, therefore, that in order that a loan 
to an executive officer made prior to June 16, 1933, may be validly 
renewed or extended within the limitations of the law, the board of 
directors of a member bank must itself by resolution make the find-
ings required by the statute and this duly may not bo delegated by 
the board of directors to others. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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S-37 
BOARD OF GOVERNORS -

o f t h e . 403 
FEDERAL RESERVE SYSTEM 

w a s h i n g t o n 

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

April 13, 1938. 

Dear Sir: 

The Board of Governors has considered the recommendations 
of the Leased Wire Committee as contained in the report of the Com-
mittee submitted to and approved by the recent Conference of Presi-
dents, and has taken action with respect thereto as set forth below: 

The procedure proposed in connection with the revision of 
the Federal reserve telegraph code is approved with the understand-
ing that the subcommittee of the Leased Wire Committee will prepare 
a revision of the present code which will be submitted by the Leased 
Wire Committee to the Federal reserve banks and the Board for sug-
gestions and approval before final printing. 

The changes recommended by the Leased Wire Committee in the 
regulations governing telegraphic transfers of funds are being con-
sidered and you will be advised in due course of the decision 
reached. 

The recommendation that salaries of operators and others 
assigned to the main lines of the leased wire system, overtime and 
supper money, retirement system contributions for current service, 
and printing, stationery and supplies be included in the expense 
of the main lines and shown in the monthly leased wire statement 
is approved, effective April 1, 1958. 

The Board also approves the recommendation that, with the 
exception of section 16, the memorandum of instructions with re-
spect to telegrams sent over the Federal Reserve Leased Wire Sys-
tem become effective immediately as superseding the old leased wire 
manual. However, since the studies of changes in routings that 
might be made in telegrams sent over the leased wire system which 
arc being made by the American Telephone and Telegraph Company and 
the Western Union Telegraph Company will be available shortly, and 
since any substantial change in the routing of telegrams may have 
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an effect upon the present policy of making a double charge for re-
imbursable telegrams sent over the main lines and also over branch 
lines, it is believed that no change should be made in the basis 
for counting words in telegrams until the subcommittee of the 
Leased Wire Committee has had an opportunity to review the studies 
submitted by the two companies. It is understood that each Fed-
eral reserve bank will make such distribution of the memorandum 
of instructions among the employees of the bank and branches as it 
deems necessary. 

The Board concurs in the suggestion that each Federal re-
serve bank take up with the local office of the telephone company 
any matter which relates to interruptions in the service or the 
routine operation of the main line facilities used fcy the bank and 
that matters involving changes in facilities on the main lines or 
any change in the contracts covering the main lines be taken up 
with the appropriate company through the Board's offices in Wash-
ington. 

It does not appear that action is required by the Board 
with respect to any of the remaining recommendations of the Leased 
Wire Committee. 

Very truly yours, 

S. R. Carpenter 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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8-88 
Reg• 0—51 

INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal reserve banks) 

April 12, 1938. 

Mr. , Vice President, 
Federal Reserve Bank of , 

_> • 

Dear Mr. : 

This refers to your letter of March 12, 1938, inclosing a copy 
of a letter from Mr. , Executive Vice President of the 
Trust Company, , , and asking that the Board pass upon 
the question whether Mr. , as Honorary Chairman of the board 
of directors of the trust company, should be regarded as an executive 
officer for the purposes of section 22(g) of the Federal Reserve Act 
and the Board's Regulation 0. 

It is noted that the by-laws of the trust company provide that 
the "office of Honorary Chairman of the board of directors shall be 
purely an honorary one and the incumbent thereof shall not be ex-
officio an officer of the Corporation, nor shall he possess any 
powers nor be burdened with any duties." It is also noted that this 
office was created in January 1955 and has been held by Mr. 
since that time. 

As you know, the Board has consistently taken the position that 
it would not be justified in excluding inactive officers from the 
provisions of Regulation 0 for the following reasons which were con-
tained in the Board's letter of December 30, 1937 (S-59): 

(1) It appears that the principal purpose underlying 
the enactment of section 22(g) of the Federal Reserve Act 
was to prevent the exercise of undue influence by execu-
tive officers of member banks in obtaining credit from the 
banks they serve and it is the Board's view that the exer-
cise of such undue influence may be present in the case of 
inactive or honorary officers; 

(2) Congress did not make a distinction in section 
22(g) between active and inactive officers and the legis-
lative history of the section indicates that the chairman 
of the board of directors and the president of a member 
bank should appropriately be regarded as executive offi-
cers for the purposes of the law in question even though 
they may be inactive; 
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(3) From the standpoint of the public, persons having 
the usual titles of executive officers in member banks are 
considered as executive officers whether or not they are 
active, and the Board does not feel that it should give 
encouragement to the employment in an inactive capacity of 
persons who are given the titles of executive officers and 
held out to the public as such. 

These reasons are believed to be applicable also to the case under 
consideration. 

Moreover, the fact that the powers and duties of the Honorary 
Chairman are restricted by the by-laws of the bank does not alter the 
situation. In this connection, the Board has heretofore considered 
the suggestion that a provision be included in Regulation 0 to the 
effect that a person, even though he holds one or more positions 
specified in the regulation, should not be considered an executive 
officer of the bank if his duties were restricted by a resolution of 
the board of directors or provisions of the by-laws of the bank. The 
Board stated, however, that it did not feel that it should make such 
an exception, (See X-9478, January 31, 1936). 

In the circumstances, you are advised that it is the Board's 
opinion that Mr. , as Honorary Chairman of the board of di-
rectors of the Trust Company, is regarded as an executive 
officer for the purposes of section 22(g) of the Federal Reserve Act 
and the Board's Regulation 0. 

Vary truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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S-89 
Reg. D-iO 

INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal Reserve banks) 

April 11, 1938. 

Mr. , Chief Examiner, 
Federal Reserve Bank of , 

Dear Mr. : 

The December 51, 1937 condition report of the Trust 
Company, * , showed in Schedule L, "Other Assets") 
an amount of $50,000 "Pledged with the National Bank of 

to secure excess deposits of the Town of The 
condition report was accompanied with a copy of a letter from the 
president of the member bank to the effect that.in accordance with a 
telephone conversation with your Examination Division the condition 
report had been changed fcy transferring the $50,000 in question from 
"Other Assets" to item l(b) of Schedule I, "Due from banks elsewhere 
in the United States". It is our understanding that your bank also 
requested that the $50,000 be shown as "Cash pledged" against memoran-
dum items 34 and 56(b) below liabilities. 

It is assumed that, under an arrangement between the banks and 
the Town of , the Trust Company has certain funds on 
deposit with the National Bank of which it does not 
have the right to withdraw without the consent of the Town of . 
On the basis of this assumption, it is the Board's view that the funds 
on deposit under this arrangement do not constitute "Balances due from 
other banks (except Federal Reserve banks and foreign banks)" within 
the meaning of the tenth paragraph of Section 19 of the Federal Re-
serve Act, as amended. As you know, the amounts reported against 
items 1 and 2 of Schedule I of condition reports of both national 
and State bank members are intended to represent the aggregate "amount 
deductible from demand deposits in determining amounts subject to re-
serve". This is indicated by the text matter appearing in parentheses 
following the caption of item 2. 

In the circumstances, unless there are other facts which you 
feel should be called to our attention, it is suggested that the 
__________ Trust Company -be advised that in the future such pledged 
correspondent balances should be reported in Schedule L, "Other Assets". 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 

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



S-90 
BOARD OF GOVERNORS 

O F THE 408 
FEDERAL RESERVE SYSTEM 

WASHINGTON 

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

April 26, 1938. 

SUBJECT: Examinations Made by 
Assistant Examiners. 

Dear Sir: 

It has been noted that in some cases men holding 
commissions as Assistant Examiners have signed reports of 
examinations of State member banks made by the examina-
tion departments of Federal Reserve banks. This, it is 
believed, is an undesirable practice which should be dis-
continued. 

As a general policy, examinations should be con-
ducted by commissioned Examiners, and only in exceptional 
circumstances should they be conducted by Assistant Exam-
iners and then only when the Assistant Examiner has the 
qualifications which an Examiner of necessity must possess 
for the purpose of such examination. In such circumstances, 
it is believed that the report should be signed by him as 
"Examiner" rather than as "Assistant Examiner", as a report 
signed by an Assistant Examiner may logically raise ques-
tions as to the qualifications of the man who made the 
examination and the soundness of the findings and recom-
mendations contained in the report. This applies to the 
examinations of trust departments as well as to examina-
tions of the banking departments. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Reg. T-75 

BOARD OF GOVERNORS 409 

# FEDERAL RESERVE SYSTEM 
WASHINGTON 

O F THE 

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

April 27, 1958 

Dear Sir* 

There is attached a copy of a ruling which 

•will be published in the Federal Reserve Bulletin 

regarding "Sale Of Securities Held In Account But 

Not Delivered Against Sale". 

It will be noted that the attached ruling 

is in the form of a statement for the press which, 

however, is not to be released until the time 

specified on the statement. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

Very truly yours, 

L« P* Bethea, 
Assistant Secretary 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, 
Saturday, April 30, 1938. 

The following ruling will appear in the Federal Reserve Bulletin. 

Sale Of Securities Held In Account But Not Delivered 
Against Sale 

In a case recently considered by the Board under Regulation T, the 

adjusted debit balance of a customer's general account exceeded the maxi-

mum loan value of the securities therein, and the account was "long" 100 

shares of XYZ, a registered nonexempt security. On the day in question 

tlie customer sold 100 XYZ and instructed the broker not to deliver his 

"long" stock against the sale. This was the only transaction in the cus-

tomer's account on that day. The question presented was whether any mar-

gin must be obtained because of the transaction. 

The sale of XYZ stock with instructions not to deliver the stock 

held "long" in the account constitutes a short sale of the XYZ stock with-

in the meaning of section 3(d)(3) of the regulation which provides that 

the adjusted debit balance of the account shall include: 

"the current market value of any securities (other than un-
issued securities) sold short in the account plus, for each 
such security (other than an exempted security), such amount 
as the Board shall prescribe from time to time in the sup-
plement to this regulation as the margin required for such 
short sales, except that such amount so prescribed in the 
supplement need not be included when there are held in the 
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account securities exchangeable or convertible within a rea-
sonable time, without restriction other than the payment of 
money, into such securities sold short;". 

In view of this provision, the current market value of the se-

curities sold short should be added to the adjusted debit balance. Since 

the XYZ stock held in the account could be delivered at any time against 

the short position, however, "there are held in the account securities 

exchangeable or convertible * * * into such securities sold short." 

Therefore, it would not be necessary to add any "margin * * * for such 

short sales." 

Section 3(d)(7) of the regulation provides that there shall be de-

ducted from the adjusted debit balance: 

"the net proceeds of sale of any securities (other than un-
issued securities) sold for the account but for which pay-
ment has not yet been credited thereto." 

The deduction made pursuant to section 3(d)(7) would, on the day 

of the short sale, exactly equal and offset the addition made pursuant 

to section 3(d)(3). 

Accordingly, there would be no change in the adjusted debit bal-

ance of the account and, since there also would be no change in the maxi-

mum loan value of the securities in the account, the transaction would 

neither release margin nor require that margin be obtained. 
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BOARD OF GOVERNORS 
S-92 
Reg. T-76 

O F THE 

FEDERAL RESERVE SYSTEM 412 
WASHINGTON 

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

April 27, 1958. 

Dear Sir: 

There is attached a copy of a ruling which 

will be published in the Federal Reserve Bulletin 

regarding "Effect of Purchase and Sale of Same 

Securities on Given Day". 

is in the form of a statement for the press which, 

however, is not to be released until the time speci-

fied on the statement. 

It will be noted that the attached ruling 

Very truly yours, 

L. P» Bethea, 
Assistant Secretary. 

Inclosure. 

TO 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 papers, 
Saturday, April 50, 1938. 

The following ruling will appear in the Federal Reserve Bulletin. 

Effect of Purchase and Sale of Same Securities 
on Given Day 

The Board recently considered a case under Regulation T in which 

transactions effected on Monday in a general account resulted in a re-

quirement of $100 margin, and on the day following, Tuesday, a certain 

quantity of a particular stock was purchased and later in the day the 

same quantity of the same security was sold, resulting in a net profit 

of $150. There were no other transactions in the account on Tuesday. 

The question presented was whether this purchase and sale could 

be treated, to the extent of $100, as a liquidation pursuant to section 

3(e) of the regulation in lieu of a deposit of that amount of margin, 

and as also permitting a withdrawal of $50 on Tuesday pursuant to the 

second paragraph of section 3(b). 

Sections 3(b) and 5(e) of the regulation read in part as follows: 

"(b) General rule. - A creditor shall not effect for 
or with any customer in a general account any transaction 
which, in combination with the other transactions effected 
in the account on the same day, creates an excess of the 
adjusted debit balance of the account over the maximum 
loan value of the securities in the account, or increases 
any such excess, unless in connection therewith the creditor 
obtains, as promptly as possible and in any event before 
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the expiration of three full business days following the 
date of such transaction, the deposit into the account of 
cash or securities in such amount that the cash deposited 
plus the maximum loan value of the securities deposited 
equals or exceeds the excess so created or the increase 
so caused, 

"A transaction consisting of a withdrawal of cash 
or registered or exempted securities from a general ac-
count shall be permissible only on condition that no cash 
or securities need be deposited in the account in connec-
tion with a transaction on a previous day and that, in 
addition, the transactions (including such withdrawal) 
on the day of such withdrawal would not create an excess 
of the adjusted debit balance of the account over the 
maximum loan value of the securities in the account or 
increase any such excess. 

* * * * * 

"(e) Liquidation in lieu of deposit.* - In any case 
in which the deposit required fcy section 3(b), or any 
portion thereof, is not obtained by the creditor within 
the three-day period specified in that section, securi-
ties shall be sold or covering or other liquidating trans-
actions shall be effected in the account, prior to the 
expiration of such three-day period, in such amount that 
the resulting decrease in the adjusted debit balance of 
the account exceeds, by an amount at least as great as 
such required deposit or the undeposited portion thereof, 
any resulting decrease in the maximum loan value of the 
securities in the account. 

"* This requirement relates to the action to be taken when 
a customer fails to make the deposit required by section 
3(b), and it is not intended to countenance on the part of 
customers the practice commonly known as 'free-riding1 or 
'three-day riding', to prevent which the principal national 
securities exchanges have adopted certain rules. See the 
rules of such exchanges and section 7(e) of this regulation." 

The Board expressed the view that the purchase and sale of the 

same securities on Tuesday could be so treated. This follows from the 

fact that such purchase and sale would reduce by $150 any excess of the 
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adjusted debit balance of the account over the maximum loan value of 

the securities in the account. It seems proper to treat such reduction 

as consisting of two portions in the manner suggested. 

As indicated in the footnote to section 3(e), that provision was 

not intended to countenance on the part of customers the practice com-

monly known as "free-riding" or "three-day riding", to prevent which 

the principal national securities exchanges have adopted certain rules. 

If the transactions on Tuesday v/ere treated as indicated above, the 

liquidation in lieu of a deposit of margin would, of course, have to 

be considered in connection with such exchange rules. 
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BOARD OF GOVERNORS s_,93 4 | g 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 

May 2, 1958. 

Dear Sir: 

At the recent Conference of Presidents approval was given to 

a recommendation of the Leased Wire Committee that certain changes 

be made in the regulations governing telegraphic transfers of funds 

for the purpose of clarifying the provisions of the regulations with 

respect to transfers of funds eligible for transmission over the 

Leased Wire System. The Board has approved the suggested changes as 

sot forth in the report of the Leased Wire Committee and has amended 

the regulations as set forth in its letter of January 5, 1956, X-9411, 

to road as follows: 

1. Telegraphic transfers of funds over the leased wires will 
be accepted from and paid to member banks only. They must represent 
bank balances and can be made only for round amounts, i.e., multiples 
of $1,000. The terra "bank balance" shall be construed to mean an ac-
cumulation of funds comprising an established account carried by one 
bank with another bank. Transfers for the benefit or use of an in-
dividual, firm, corporation, or nonmember bank will not be made over 
the leased wires. 

2. The information given in telegrams transferring funds 
over the leased wires must be limited to the name of the sending mem-
ber bank, name of its correspondent member bank requesting the trans-
fer, name of the member bank receiving credit, and name of its 
correspondent member bank. 

5. The Federal reserve code, including test word, must be 
used for all messages involving the transfer of funds and, in the 
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interest of econony, all other telegrams should be sent in code when 
its use shortens the message materially. 

4. In addition to the usual mail advice to the bank receiv-
ing credit for telegraphic transfers of funds, immediate advice by 
telegraph, or otherwise, should be given by the Federal reserve bank 
receiving the transfer in cases where the sending bank or the cred-
ited bank has stated that other than the usual mail advice is neces-
sary, or where the nature of the transaction or the amount involved 
indicates that the additional expense is justified, as to which the 
receiving Federal reserve bank will exercise its discretion. All 
such wire advices should be at the expense of the bank receiving 
credit and, therefore, should be sent collect. 

5. Requests for telegraphic transfers of funds for consum-
mation on date of receipt should not be accepted by Federal reserve 
banks later than thirty (50) minutes prior to the closing hour of 
the Federal reserve bank to which transfer is to be made. Any tele-
graphic transfers of funds requested after such time will be made at 
the discretion of the Federal reserve bank receiving credit. 

6. The leased wires shall not be used for tracing or advis-
ing payment or nonpayment of any noncash collection items, nor for 
transferring the proceeds thereof. 

7. The leased wires shall not be used for reconciling excep-
tions in accounts between Federal reserve banks, except where a loss 
might be involved. 

8. Any loss resulting from negligence on the part of the 
Federal Reserve System in the transmission of telegrams transferring 
funds over the leased wires through relay stations shall be borne by 
the sending Federal reserve bank, unless responsibility can be defi-
nitely placed upon the Federal reserve bank to which the telegram 
was addressed. 

9. Telegrams must be worded as concisely as possible. Tele-
grams should not be sent when communication by mail will suffice. 
For the purpose of enforcing these regulations, provision should be 
made in each Federal reserve bank so that any misuse of the leased 
wires will be brought to the attention of a designated officer for 
reference to the originating department, or, in the case of incoming 
messages, to the sending Federal reserve bank. 

The following clauses under the respective headings should be 

included by all Federal reserve banks in their circulars to member 
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and nonmember clearing banks relating to telegraphic transfers of funds: 

TRANSFERS OVER LEASED WIRES 

1. Only transfers of bank balances in round amounts, that is 
multiples of $1,000, will be made over the Federal reserve leased wires. 
The term "bank balance" shall be construed to moan an accumulation of 
funds comprising an established account maintained by a member bank 
with its Federal reserve bank or with another member bank. Transfers 
for the benefit or use of an individual, firm, corporation, or non-
member bank will not be made over the leased wires. 

2. Telegraphic transfers of funds over the leased wires will 
be made for and paid}, to member banks only. Such transfers will be made 
without cost to member banks. 

3. The descriptive data in telegrams transferring bank bal-
ances over the leased wires must be limited to the amount to be trans-
ferred, name of the member bank to receive credit, and when necessary, 
name of its correspondent member bank, and name of member bank with 
which request originated. 

4. Transfers of the proceeds of individual collection items 
or individual cash letters will not be made over the leased wires. 

5. The Federal reserve banks maintain, at large expense, a 
leased wire system over which it is necessary to transmit a heavy vol-
ume of important communications, Member banks are requested to co-
operate with us in attempting to avoid overcrowding the leased wires 
by not making requests for telegraphic transfers of small amounts, 
or those which can be made as well through the mails. Each Federal 
reserve bank reserves the right to decline to effect over the leased 
wires any transfer which, in its opinion, is an abuse of the wire 
transfer facilities. 

TRANSFERS OVER COMMERCIAL WIRES 

1. Telegraphic transfers of funds for any purpose and in any 
amount and without limitation as to descriptive data will be made over 
the commercial telegraph wires for member banks. While such transfers 
will be accepted from and paid to member banks only, they may be for 
the use of any bank, individual, firm or corporation. 

2. Telegraphic transfers of bank balances in round amounts, 
that is multiples of $100, will be made over the commercial telegraph 
wires for nonmember clearing banks. Such transfers will be accepted 
from any member bank for the credit of any nonmember clearing bank, 
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and from any nonmember clearing bank for the credit of any member bank 
or any other nonmember clearing bank. 

5. The cost of all telegrams between Federal reserve banks 
transferring funds over the commercial telegraph wires will be charged 
to the member and nonmember clearing banks for which the transfers are 
made. Member and nonmember clearing banks should prepay the cost of 
telegrams requesting such transfers, and telegrams to member and non-
member clearing banks advising credit will be sent "Collect". 

LIABILITY OF THE FEDERAL RESERVE BANK 

The Federal Reserve Bank of will use due dili-
gence and care in the transfer of funds by telegraph to the receiving 
Federal reserve bank for credit to the account of the payee bank, but 
will not be responsible for errors or delays caused by circumstances 
beyond its control. 

Very truly yours, 

Chester Morrill, 
Secretary. 

i 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
O F THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

S-94 
420 

ay 4, 1958. 

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

SUBJECT: Report of Standing Committee 
on Collections. 

Dear Sir: 

According to the minutes of the Conference of Presidents, held 
in Washington on Februaiy 28 - March 1, 1938, the Conference accepted 
the report of the Standing Committoe on Collections, dated December 17, 
1937, and approved the recommendations contained therein, some of which 
involved changes in the cash and noncash collection circulars of the 
Federal Reserve banks. 

Since the Presidents1 Conference referred certain additional 
questions regarding the collection services of the Federal Reserve 
banks to the Standing Committee on Collections, we conferred with the 
Chairman and another member of that Committee and were advised that 
the Committee anticipates submitting recommendations to the next Pres-
idents' Conference which, if approved, will necessitate additional 
changes in the cash and noncash collection circulars of the Federal 
Reserve banks. We were also advised that changes recommended in the 
December 17, 1937, report were considered not to be of such immediate 
importance as to warrant reissuing the circulars until after the next 
Presidents' Conference has acted upon the recommendations to be con-
tained in the forthcoming report of the Standing Committee on Collections. 

Accordingly, the Board has deferred action until after the 
next Presidents' Conference on the recommendations contained in the 
December 17, 1937, report of the Standing Committee on Collections, 
except as to the recommendation that no shipping charges be absorbed 
hy the Federal Reserve banks in handling negotiable securities re-
ceived and forwarded for collection, which is noted without objection. 

Veiy truly yours, 

-^L£Gaj hOHAJif 
Chester Morrill, 

Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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8-95 4 2 1 
Reg. F-15 

INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal Reserve banks) 

April 14, 1938. 

Mr. , Vice President, 
Federal Reserve Bank of , 

> • 

Dear Mr. : 

This has further reference to your letter of March 8, 1938, with 
inclosures, receipt of which was acknowledged on March 14, 1938, con-
cerning an inquiry from Mr. , Vice President and Trust Offi-
cer, National Bank of and Trust Company, , , 
relating to the provisions of section 6 of Regulation F requiring the 
review of actions of trust department committees by the directors of 
a national bank. 

It appears that the trust investment committee of National Bank 
of and Trust Company (which also acts upon the acceptance and 
closing out or relinquishment of fiduciary accounts) keeps extensive 
minutes and that it is the practice to read such minutes at meetings 
of the board of directors and to have the directors approve any and 
all actions of the committee. However, the directors feel that too 
many details are being brought to their attention for their approval 
and that too much time is being consumed in that manner. Mr. 
inquires how far it is necessary to go in order to comply with the re-
quirements of Regulation F. 

Section 6(b) of Regulation F provides, in part, as follows: 

"The board of directors is responsible for the in-
vestment of trust funds by the bank, the disposition of 
trust investments, the supervision of the trust depart-
ment , the determination of the policies of such depart-
ment and for the review of the actions of all committees 
appointed by the board of directors for the conduct of 
the trust department." (Underscoring added.) 

i The underscored provision contemplates that the directors shall take 
such action as is necessary to inform themselves concerning the man-
ner in which the committees are performing their duties and the pol-
icies which are being pursued by the committees. However, while it 
definitely places upon the directors the responsibility for the re-
view of the actions of all committees, it does not require that the 
directors read all minutes of all committees and formally approve 
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each and every action taken by the committees. Various methods may be 
pursued in the proper discharge of this responsibility; that which is 
feasible for one bank may not be for another and the action which should 
be taken depends upon the particular circumstances involved. Since the 
regulation applies to all national banks, the Board feels that it should 
not destroy the intended flexibility of this provision by a precise 
statement concerning the action necessary to constitute compliance, but 
that this should be left to the exercise of sound judgment by individual 
banks. 

It appears that Mr. has in mind that his bank's trust invest-
ment committee might shorten its minutes in order to meet the directors' 
objections* Section 6(c) of Regulation F requires that the committee 
"keep minutes of all its meetings, showing the disposition of all matters 
considered by and passed upon by it" and, after providing for periodic re-
views of assets of each fiduciary account by the committee, it requires 
that "a report of all such reviews, together with the action taken as a 
result thereof, shall be noted in the minutes" of the committee. While 
the regulation thus requires that the committee keep a record of all of 
its activities, it does not attempt to describe the manner in which the 
record should be kept. Clearly, it is not necessary to record verbatim 
everything which is said and to incorporate copies of all memoranda and 
other documents considered. However, there is a vast range between min-
utes containing unwarranted detail and those which are so sketchy as to 
be virtually worthless. Where the line should be drawn between these 
two extremes is a question which also must be left to the sound judgment 
of each bank. In deciding this question, however, it should be borne in 
mind that the minutes serve purposes other than to make information cur-
rently available to the directors; they should provide an adequate rec-
ord for future reference, e.g., in the event the bank is called upon to 
explain action directed by the committee. 

appears that both Mr. *s letter and your proposed reply 
perhaps contemplate that the committee approval of the acceptance of 
trusts properly may be subsequent to the actual acceptance of the trusts 
by the bank. Section 6(b) of Regulation F provides that "the acceptance 
of alx trusts shall be approved by the board of directors or a committee 
appointed by such board, and the closing out or relinquishment of all 
trusts shall be approved or ratified by the board of directors or a com-
mittee appointed by such board." It is believed that this provision 
clearly requires approval by the directors or the appropriate committee 
prior to the acceptance of a trust. 

Since the advice contained in this letter differs in some respects 
from your proposed reply to Mr. it is suggested that such reply 
be appropriately modified. The suggestion that your trust examiner will 
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be glad to discuss the matter informally seems desirable and, if this 
suggestion is made, you may find it possible to eliminate from your re-
ply some of the general discussion of directors' responsibilities under 
Regulation F which goes beyond that which is necessary to answer Mr. 

's specific inquiry. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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INTERPRETATION OF LAW OR REGULATION 

(Copies to bo sent to all Federal reserve banks) 

May 21, 1938. 

Mr. G. J. Oppegard, 
Deputy Comptroller of the Currency, 
Washington, D. C. 

Lear Mr. Oppegard: 

This refers to your letter of May 5, 1938, with regard 
to the applicability of section 22(g) of the Federal Reserve Act 
to a transaction involving an executive officer of a national 
bank. Your letter states that the wife of the president of the 
national bank, who is reputed to be highly responsible in her 
own right, gave her note in 1932 to such bank in the amount of 
4'105,000; that the proceeds of such note were credited to the ac-
count of her husband; and that he has paid interest since the 
date of the note at the rate of 1 per cent per annum. Since the 
previous examination, however, it appears that this note has been 
removed from the assets of the bank and the personal note of the 
president of the bank, in an identical amount, has been substi-
tuted therefor. 

While not specifically so stated in your letter, it is 
understood that the executive officer in question was not liable 
upon the note of his wife as maker, drawer, endorser, guarantor 
or surety, or otherwise obligated to the bank for the payment of 
the amount advanced on his wife's note. However, when the note 
of the executive officer was given to the bank in lieu of his 
wife's note, he became legally liable to the bank upon the in-
debtedness. This transaction, by which the bank acquired the 
note of the executive officer, constitutes a loan or extension 
of credit by the bank as defined in Regulation 0. Inasmuch as 
it is stated that his wife is reputed to be highly responsible 
in her own right, it aces not appear that the substitution of the 
executive officer's note was for the protection of the bank, nor 
does the transaction appear to be within any other exception to 
the provisions of the regulation. It must, therefore, be regarded 
as falling within the prohibitions of section 22(g) of the Federal 
Reserve Act and Regulation 0. 

Very truly yours, 

* (Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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(Copies to be sent to all Federal reserve banks) 

May 21, 1938. 

Mr. E. H. Gough, 
Deputy Comptroller of the Currency, 
Washington, D. C. 

Dear Mr. Gough: 

This refers to your letter of April 30, 1938, with 
regard to the applicability of section 22(g) of the Federal 
Reserve Act to a transaction involving an executive officer 
of a national bank. Your letter states that a national bank 
purchased from one of its affiliates a note of Mr. , 
who is personal secretary to an executive officer of the na-
tional bank, and that the note in question was made for the 
accommodation of the executive officer and was guaranteed by 
such officer. 

Section 1(c) of the Board's Regulation 0 defines the 
terms "loan", "loaning", "extension of credit", and "extend 
credit" to include the acquisition by discount, purchase, ex-
change , or otherwise of any note, draft, bill of exchange or 
other evidence of indebtedness upon which an executive officer 
may be liable as maker, drawer, indorser, guarantor, or surety. 
Since, as stated in your letter, the national bank purchased 
the note upon which one of its executive officers is liable as 
guarantor, it seems clear that the transaction falls within the 
provisions of section 22(g) and Regulation 0. The fact that 
the note in question was acquired by the bank from its affili-
ate does not affect this conclusion. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal reserve banks) 

May 20, 1938. 

Mr. , Vice President, 
Federal Reserve Bank of , 

Dear Mr. : 

This refers to your letter of May 2, 1938, and inclosures, re-
questing a ruling of the Board as to whether the acquisition by the 
National Bonk and Trust Company of , > » as "trus-
tee, of an obligation of the President of such bank falls within the 
provisions of section 22(g) of the Federal Reserve Act and the Board's 
Regulation 0. In your supplemental letter of May 9, 1938, with regard 
to this question, you state that the President of the National 
Bank and Trust Company of gave his demand note dated November 14, 
1930, in the amount of $5,000, to an individual; that the payee of the 
note died on June 11, 1533; that the bank qualified as executor of the 
nayee's estate on June 22, 1933; and that the bank became trustee of 
such estate on November 26, 1934, and is still serving in such capacity. 
You also state that such note has not been renewed or reduced since the 
original date. 

It appears that the bank acquired the obligation of its execu-
tive officer as trustee subsequent to June 16, 1933, but prior to August 
23, 1935, at which time the statute in question provided a criminal pen-
alty for a violation thereof. Therefore, the question whether a viola-
tion of such section is involved would depend upon the provisions of such 
section prior to the amendment of August 23, 1935. As stated in the 
Board's letter of January 16, 1936 (X-9449), any such violation is still 
subject to the criminal penalties and the determination of such question 
is a matter within the jurisdiction of the Department of Justice. As 
you know, the Board does not undertake to express opinions on apparent 
violations of criminal statutes. For your information, however, if the 
bank had acquired the note as trustee in the manner stated above after 
August 83, 1935, the Board would not interpose an objection to the trans-
action. 

The question whether, aside from the provisions of section 
22(g) of the Federal Reserve Act and Regulation 0, the note has been 
properly retained as an asset of the trust depends upon factors of which 
we are not fully advised and this letter should not be considered an ex-
pression of opinion on this point. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal Reserve banks) 

May 27, 1958. 

Mr. Vice President, 
Federal Reserve Bank of , 

Dear Mr. : 

This refers to your letter of May 12, 1958, and inclosure, in-
quiring whether the liability of an executive officer of a member bank 
for the payment of a mortgage loan made by the Federal Land Bank of 
Baltimore or a mortgage loan made by the Land Bank Commissioner, to 
another person, under the provisions of the Emergency Farm Mortgage 
Act of 1955, as amended, should be reported by such officer to his 
board of directors, as provided in section <22(g) of the Federal Reserve 
Act and the Board's Regulation 0. 

Under the provisions of the statutes creating and defining the 
powers of the Federal Land banks it is provided, among other things, 
that such banks may issue and sell farm loan bonds, make real estate 
loans secured by first mortgages, borrow money, and accept deposits of 
securities or of current funds of national farm loan associations. 
Such banks may also be designated by the Secretary of the Treasury as 
depositaries of public money and may also be employed as fiscal agents 
of the Government. In this connection the Board has heretofore taken 
the position that a Federal Land bank is a "bank" within the meaning 
of section 8 of the Clayton Act. In the circumstances, it is the view 
of the Board that a Federal Land bank should properly be regarded as a 
"bank" within the meaning of that provision in section 22(g) of the 
Federal Reserve Act which requires an executive officer of a member 
bank to report his indebtedness "to any bank other than a member bank 
of which he is an executive officer." 

While the Land Bank Commissioner has the power to make certain 
real estate loans, he does not have the power to accept deposits nor 
Eiay he be designated as a depositary of public money or as a fiscal 
agent of the Government. It would seem, therefore, that the Land Bank 
Commissioner is not a "bank" within the meaning of section 22(g). 

Accordingly, an executive officer of a member bank who is in-
debted to a Federal Land, bank is required to report such indebtedness 
to his board of directors in accordance with the provisions of section 
5 of the Board's Regulation 0; but ah indebtedness of an executive 
officer to the Land Bank Commissioner need not be so reported. 

Very truly yours, 

(Signed) L« P. Bethea 

L. P. Bethea, 
Assistant Secretary. Digitized for FRASER 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

s-ioo' 4 2 8 
Sec. 5136 R.S.-12 

WASHINGTON 

June 6, 1938. 

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

SUBJECT; Holding by Member Banks of 
Shares of Stock of Federal 
Savings and Loan Associations 

Dear Sir: 

For your information there is given below an excerpt from a 
letter recently sent to the Governor of the Federal Home Loan Bank 
Board with regard to the purchase and retention by State member banks 
of shares of stock of Federal savings and loan associations. 

"As indicated in the inclosure with your letter of May 2, 
the Board of Governors has heretofore expressed the opinion 
that the provisions of section 5136 of the United States Re-
vised Statutes forbid the purchase by member banks of shares 
of stock of Federal savings and loan associations. It is the 
view of the Board of Governors that the exemptions stated in 
section 5136 do not cover shares of stock of such associations 
and that the provisions of a State statute authorizing State 
banks to purchase such shares cannot exempt purchases by mem-
ber banks, whether State or national, from the operation of 
the Federal statute. 

"With respect to the second question presented in your 
letter, you are advised that it is the view of the Board of 
Governors that the provisions of section 5136 do not require 
State banks which have in good faith acquired shares of stock 
of Federal savings and loan associations or of other corpora-
tions while they were nonmcmber banks to dispose of such 
shares upon becoming members of the Federal Reserve System. 
Furthermore, it is not the practice of the Board of Governors 
to require as a condition of membership that banks dispose of 
stock, although it may be necessary in particular cases to 
require banks applying for membership to reduce undue con-
centrations in stock just as would be done in the case of 
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undue concentrations in any other class of assets. A similar 
requirement might be necessary if it appeared that a bank con-
templating membership had acquired stock for the purpose of 
evading the prohibition upon the purchase of stock by member 
banks." 

Veiy truly yours, 

L. P, Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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430 

INTERPRETATION OF LAW OE REGULATION 

(Copies to be sent to all Federal Reserve banks) 

June 7, 1938. 

Mr. , Vice President, 
Federal Reserve Bank of , 

> • 
L 

Dear Mr. j 

This refers to your letter of May 10, 1938, in which you 
request advice on the question whether, in connection with the limi-
tations on the discount-of the paper of one borrower, which are con-
tained in section l(i) of Regulation A, it is proper to consider re-
serves for dividends payable in common stock as a part of capital 
and surplus. 

This question has not heretofore arisen under the provisions 
of Regulation A, and, accordingly, the Board has not previously had 
occasion to express any viewpoint concerning it. 

Section l(i) of Regulation A reads as follows: 

"(i) Limitations. - The aggregate of notes, drafts, 
and bills upon which any person, copartnership, associ-
ation, or corporation is liable as maker, acceptor, in-
dorser, drawer, or guarantor, discounted for any member bank 
shall at no time exceed the amount for which such person, 
copartnership, association, or corporation may lawfully 
become liable to a national bank under the terms of sec-
tion 5200 of the Revised Statutes of the United States, 
as amended. The law forbids a Federal' Reserve bank to 
discount for any State member bank notes, drafts, or bills 
of exchange of any one borrower who is liable for borrowed 
money to such State member bank in an amount greater than 
that which could be borrowed lawfully from such State mem-
ber bank were it a national bank." 

It will be noted that the limitations contained in both the 
first and second sentences of the above provision, which are derived 
from the provisions of section 13 and section 9 of the Federal Reserve 
Act, are based upon the maximum amount for which one person may law-
fully become liable to a national bank. In determining such maximum 
amount, it is necessary to consider both the statute and the rulings 
of the Comptroller of the Currency in administering the law. Since 
the Comptroller has taken the position that reserves for dividends 

A 
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payable in common stock may not be considered as capital or surplus 
under the provisions of section 5200 of the United States Revised Stat-
utes, such reserves should not be considered as a part of capital or 
surplus in determining the maximum amount of the borrowings or liabili-
ties of one person to a member bank under section l(i) of Regulation A. 

It may also be pointed out in this connection that, in order 
to comply with the spirit of the law, a Federal Reserve bank, in making 
advances to a member bank secured by paper eligible for discount, as 
well as in discounting paper for a member bank, should not acquire paper 
upon which one person is liable in an aggregate amount in excess of the 
limitations prescribed in section l(i) of the regulation. On the other 
hand, however, in view of the fact that section 10(b) of the Federal Re-
serve Act was enacted subsequently to the provisions of the Federal Re-
serve Act relating to the amount of paper discountable for one borrower 
and in view of the purposes sought to be accomplished by the provisions 
of section 10(b), it is the Board's opinion that the limitations of sec-
tion l(i) of Regulation A and the provisions of law upon which they are 
based are not applicable to advances made under the provisions of sec-
tion 10(b). It is assumed, of course, that a Federal Reserve bank, in 
extending credit in any case, will avoid the acquisition of an undue 
amount of paper upon which any one person is liable. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Morrill, 
Secretary. 
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BOARD OF GOVERNORS 
• F THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

S-102 

June 15, 1938. 
a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 

t o t h e b o a r d 

Dear Sir: 

Recently one of the Federal reserve banks inquired whether 
the Board of Governors would have any objection to one of its of-
ficers allowing his name to be presented at a school district 
meeting for election as a member of the board of education of the 
local school district. The election was held at a meeting open 
to all residents of the school district and it was understood 
that in the past the elections had always been free from party 
politics and that the members of the board had served without 
remuneration. 

In submitting the matter for consideration by the Board 
of Governors, the Federal reserve bank suggested that service 
upon a school board or board of education, when the appointment 
or election to such office is free from party politics, is a 
public service which officers and employees of Federal reserve 
banks should not be precluded from performing, and that, in or-
der to avoid the necessity of asking the Board of Governors to 
pass on individual cases of this kind, the Board might consider 
the advisability of permitting officers and employees of Federal 
reserve banks to serve in such offices whenever, in the opinion 
of the board of directors of the bank, the service would be com-
patible with the resolution adopted by the Board on December 25, 
1915, in which the position was taken that persons holding po-
litical or public office could not serve consistently as direc-
tors or officers of Federal reserve banks. 

The Board is in agreement with this suggestion and ap-
proves a modification of the existing procedure so as to exempt 
from the necessity of presentation to the Board of Governors for 
consideration all cases of service of officers and employees of 
Federal reserve banks as members of school boards or boards of 
education when, after careful consideration, the board of di-
rectors of the Federal reserve bank is satisfied that the pro-
cedure followed in connection with the appointment or election 
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to membership is entirely free from party politics, and that 
service on the board otherwise would be non-political in char-
acter. 

In taking this action the Board has in mind that in some 
instances service on school boards and boards of education is 
closely associated with party politics. In one case that has 
come to its attention the election included a primary and gen-
eral election conducted on the basis of political party affil-
iation of the candidates with only registered members of the 
party being entitled to vote in the primary and in that case 
the Board felt that the person should not serve. Therefore, 
each case presented to your board should be considered in the 
light of the facts in the particular case in order that your 
directors may be satisfied before approval is given that the 
service is entirely in harmony with the spirit of the resolu-
tion above referred to. 

Very truly yours, 

}Y)trUik$ 
Chester Morrill, 

Secretary, 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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OF THE 434 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

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

June 20, 1938 

Dear Sir: 

In order that the Board may be able to furnish 

the United States Civil Service Commission certain data 

with respect to the number and salaries of the person-

nel of the Federal reserve banks for the use of the 

Bureau of Labor Statistics, it will be appreciated if 

you will furnish the Board with a statement as of June 

30 as well as December 51 each year, made out in ac-

cordance with the instructions and form contained in 

the Board's letter of December 18, 1957, R-155. 

Very truly yours, 

Chester Morrill, 
Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BAMS 

i 
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