
BOARD OF GOVERNORS R-289 

FEDERAL RESERVE SYSTEM 

August 8, 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 

48 

SUBJECT: Discontinuance of Havana Agency 

Dear Sir: 

There is inclosed herewith a copy of a resolution 

adopted by the Board of Governors of the Federal Reserve 

System authorizing and directing the discontinuance of the 

operations of the Havana agency of the Federal Reserve Bank 

of Atlanta as soon as practicable and in no event later than 

December SI, 1938. This is submitted to you for your confi-

dential information, since any statement to the press that 

may be necessary regarding the matter will be made by the 

Federal Reserve Bank of Atlanta. 

State regarding this matter are also inclosed for your con-

fidential information. 

Copies of correspondence with the Department of 

Very truly yours, 

Chester Morrill 
Secretary. 

Inclosures. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS EXCEPT ATLANTA 
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R-289-

RESOLUTION ADOPTED BY THE BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM DIRECTING THE DISCONTINUANCE 

OF THE HAVANA AGENCY OF THE FEDERAL RESERVE 
BANK OF ATLANTA 

August 3, 1938. 

WHEREAS the Federal Reserve Bank of Atlanta has main-
tained and operated an agency in Havana, Cuba, for a number of 
years past and is now operating the said agency pursuant to a 
resolution of the Federal Reserve Board (now the Board of Gover-
nors of the Federal Reserve System) adopted January 27, 1927, as 
modified py subsequent action of the said Board, and under the 
terms of an agreement between the Federal Reserve Bank of Atlanta 
and the other eleven Federal Reserve banks which became effective 
on June 1, 1955; and 

WHEREAS the Board of Governors of the Federal Reserve 
System, in the light of the volume of business, operating ex-
penses, and other factors involved in the maintenance of such 
agency, has determined that the necessity and desirability for 
the continuance of the agency no longer exists; and 

WHEREAS the board of directors of the Federal Reserve 
Bank of Atlanta adopted resolutions under dates of June 8, 1934, 
February 14, 1936, and September 11, 1936, requesting that the 
bank be authorized to discontinue the operation of the agency at 
Havana, Cuba; and 

WHEREAS it is the opinion of the Board of Governors 
that the operation of such agency should be discontinued and 
that the request of the board of directors of the Federal Reserve 
Bank of Atlanta should be granted; 

NOW, THEREFORE, BE IT RESOLVED: 

(1) That the Federal Reserve Bank of Atlanta be and 
said bank hereby is authorized and directed to discontinue the 
maintenance and operation of the said agency at Havana, Cuba, 
as soon as practicable and in no event later than the close of 
business December 31, 1938, except to the extent necessary to 
wind up- and liquidate any business or commitments theretofore 
acquired or entered into; 

(2) Upon the discontinuance of the operation of the 
said agency pursuant to the terms of this resolution, the Federal 
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Reserve Bank of Atlanta shall no longer be authorized to exercise 
through the said agency any of the powers which it has heretofore 
been authorized to exercise try- the Board of Governors of the Fed-
eral Reserve System, except that it shall have and retain all 
such powers as may be necessary and appropriate to wind up and 
liquidate the business and affairs of the said agency as provided 
in the preceding paragraph of this resolution; 

(3) That the Federal Reserve Bank of Atlanta is di-
rected to proceed diligently with the liquidation and winding up 
of the outstanding business and commitments of the said agency 
to the end that the affairs of the said agency may be finally 
concluded at the earliest practicable date. 
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DEPARTMENT OF STATE 
Washington 

July 30, 1938. 

My dear Mr. Morrill: 

I have received your recent telephone message indicating that 

the Board is again considering the closing of the Habana agency of 

the Federal Reserve Bank of Atlanta. 

While I understand the Board's attitude in this connection 

and am therefore somewhat reluctant to suggest the further maintenance 

of the agency, nevertheless, it seems to me that from the point of 

view of our general relations with Cuba it might be desirable again 

to postpone withdrawal. As you are aware, the Cuban Government has 

been contemplating a rather extensive modification of its banking 

structure in relation to which it sent an official mission to the 

United States in the summer of 1937. These officials drafted with 

the assistance of experts of the Treasury Department and other agen-

cies of this Government a number of important measures on government 

finance and agricultural credit which are now receiving study by the 

Cuban Government. Should these bills be enacted, it is not improbable 

that the Cuban Government may seek further assistance from our Treas-

ury Department in setting up the now machinery, and pending the time 

when that machinery is functioning, it seems to me that the Board 

might well consider whether the continued presence of the Habana 

agency would not be useful and desirable. 

Cuba as you know is one of our most important foreign custom-

ers. The investments of American citizens there total approximately 
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seven hundred million dollars, and the commercial interchange, which 

is facilitated because of the presence of an Agency of the Federal 

Reserve Bank in the Cuban capital, runs into many millions of dollars 

per year. I feel sure that any legitimate arrangement which assists 

the citizens of the United States to maintain the position of American 

business in the island should not be discouraged, and it is accord-

ingly my belief that the maintenance of the present Habana agency, 

at least until the proposed changes in the Cuban financial structure 

have been perfected, would be in harmony with the policy of coopera-

tion which this Government has followed in respect to its special 

relationship with Cuba, since the establishment of that republic. 

Having all of the foregoing circumstances in mind, I venture 

to express the hope that the closing of the Habana agency may be de-

ferred for the time being. 

Sincerely yours, 

(Signed) Sumner Welles 

Under Secretaiy. 

Mr. Chester Morrill, 
Secretary of the Board of Governors, 
Federal Reserve System, 
Washington, D. C. 

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



DEPARTMENT OF STATE 
Washington 

R-289-c 

August 2, 1958. 

Dear Marriner: 

I enclose a copy of a letter which I wrote on July 50, 1958 to 

Mr. Chester Morrill with regard to the consideration that the Board 

has been giving to the closing of the Habana agency of the Federal 

Reserve Bank of Atlanta. This letter was delivered yesterday to Mr. 

Morrill by Mr. Duggan of this Department. 

As a result of the considerations set forth by Mr. Morrill on 

that occasion, I desire to state my deep appreciation of the gener-

ous attitude that the Board has taken many times in the past by 

continuing the Habana agency of the Federal Reserve Bank of Atlanta. 

Although I had been aware that the maintenance of the agency was an 

expense to the Federal Reserve Bank of Atlanta, I admit to having 

been surprised to learn the extent of that cost and likewise the 

unimportant role which the Bank has been playing in facilitating 

commercial interchange. 

Nevertheless, from this Department's point of view, I continue 

to believe that it would be desirable that the agency be continued 

until such time as the Cuban Government has made the proposed changes 

in its financial structure which were elaborated by officials of the 

Cuban Government in consultation with officers of this Government. 

It may be that as a result of Cuban action there will be even less 

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



~2— R-289-c 

of a role for the agency to perform than at present; but the contrary 

might be true, in which case it would be far easier for the United 

States to lend its effective cooperation if the agency were still to 

be operating. 

Moreover, although it is unquestionably true that conditions in 

Cuba today are more stable than in recent years, public opinion in 

Cuba is highly sensitive to action affecting Cuba taken by this 

Government. There is a possibility that the termination of the agency 

at the present moment might give rise to unfortunate speculation and 

misunderstanding. 

I realize, of course, that the Board cannot be expected to con-

tinue indefinitely the agency if it does not perform a more vital and 

useful function than at present. It seems probable that the Cuban 

Congress at its next session will act upon the financial measures de-

signed to improve the banking and currency structure, and I strongly 

hope that the Board will reconsider its decision to close the agency 

and will permit it to continue until the Congress has acted. If no 

action has been taken by the Congress fcy December 31, 1939, I would 

agree that the desirability of continuing the agency in anticipation 

of action by the Congress at a later date would be very questionable. 

Sincerely yours, 

(Signed) Sumner Welles 

The Honorable 
Marriner S. Eccles, 
Chairman of the Board of Governors, 
Federal Reserve System, 
Washington, D. C. 

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



R-289-d 

August 6, 1958. 

Honorable Sumner Welles, 
Under Secretary of State, 
Washington, D. C. 

% dear Mr. Welles: 

This refers to your letter of July 30, 1938, and to your let-
ter of August 2, 1938, to Chairman Eccles, with regard to the advisa-
bility of the discontinuance of the agency of the Federal Reserve Bank 
of Atlanta in Havana, Cuba. Careful thought has been given by the 
Board to the various considerations which are mentioned in these let-
ters and the subject has been reexamined and discussed in the light 
of the suggestions you have made. 

As you know, the discontinuance of the Havana agency of the 
Federal Reserve Bank of Atlanta is a subject which has been under 
consideration for several years past. In June, 1934, the board of 
directors of the Federal Reserve Bank of Atlanta adopted a resolution 
formally requesting that the bank be permitted to discontinue the 
Havana agency. This request to the Board of Governors was repeated 
in a resolution adopted by the board of directors of the Federal 
Reserve Bank of Atlanta in February, 1936, and again in September, 
1936. However, due in large measure to representations of the State 
Department as to conditions existing in Cuba, the Board has on each 
occasion deferred the discontinuance of the agency. 

The Board has now again reviewed the matter in the light of 
all the factors involved in the continued operation of the agency, 
including the fact that the activities of the agency have declined 
to the point where it performs no important role in financing or 
maintaining the flow of commerce between this country and Cuba or 
in the financial structure of the island itself. During the period 
from January 1 to May 11, 1938, the agency arranged a total of only 
twenty-two cable transfers and made one currency exchange. The ma-
jority of these transactions were very small, fourteen involving 
loss than $10,000.00 each. During five weeks in this period there 
were no transactions of any kind. Of the twenty-three transactions 
only two were with banks whose home offices are in the United States. 
One of these was the sale of a cable transfer in the amount of 
$12,150.00 and the other a currency exchange in the amount of 
08,000.00 

This limited volume of transactions resulted in total earn-
ings of only $1,959.03 during the first six months of this year 
against total current expenses during the same period of $16,883.76. 
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It is apparent therefore that the agency is being operated at a sub-
stantial out-of-pocket cost to the Federal Reserve System, and there 
is no reason to believe that this condition would be changed at any 
time in the near future. 

The contents of your letters with respect to continuing the 
agency ponding the enactment fcy the Cuban Congress of pending finan-
cial measures designed to improve the banking and currency structure 
of the country have been carefully weighed. However, in view of the 
statement in your letter to Chairman Eccles that conditions in Cuba 
today are more stable than in recent years and since the agency is 
not filling any need which can not be met adequately by other ar-
rangements which it is believed can be made without difficulty, it 
would seem that the discontinuance of the agency should not have any 
adverse effect upon the adoption of the proposed improvements in the 
banking and currency structure of Cuba. 

In view of these circumstanccs, and the requests of the Fed-
eral Reserve Bank of Atlanta, the Board of Governors has concluded 
that further continuance of the Havana agency is not justified and 
therefore has authorized and directed the Federal Reserve Bank of 
Atlanta to discontinue the agency. A copy of the resolution adopted 
by the Board in this connection is inclosed for your information. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Morrill, 
Secretary. 
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