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To: 

From: 

The Board of Governors 

Mr. Hammond, Division 
of Bank Operations 

R-545-a 

November 15, 1958. 

Subject: Summar,y 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 October 
and excerpts therefrom will be fouud on the following pages. A table 
showing for all twelve banks the number of visits made, meetings at
tended, and addresses delivered has also been prepared and follows the 
quotations. 

The reports reflect the difficult operating conditions with 
which large numbers of banks are faced - es~ecially the small ones. 
Uncertainties as to the proper investment polic.y, slack demand for 
loans, and competition of government lending agencies are perhaps most 
frequently mentioned. The prassure to augment income ~ charging ex
change is commented upon~ several Reserve banks, and it is indicated 
that a very considerable number of banks feel driven to it rather than 
desiring it. Feeling between par and non-par banks appears to be 
rather strong in the St. Louio district. There is considerable inter
est in repealing the requirement that all insured banks with deposits 
of $1,000,000 or more become members of the Federal Reserve System by 
1942. In certain agricultural regions both in the east and in the 
west there seems to be an increased demand for loans and in the west 
particularly a good many banks are expecting to have to rediscount 
this winter. In urban and industrial regions interest in mortgages 
appears to be growing and banks situated where desirable mortgages 
are not available locally are buying them elsewhere. 

There is frequent mention in the reports of abundant crops and 
relatively unsatisfactory prices and of the extent to which farmers 
are relying on government loans against their products. 

Excerpts from the reports follow: (The reports themselves are 
attached to the original hereof). 

BOSTON 

Twenty-one member 'banks and ono nonmember bank, all located in 
small communities in Massachusetts and northern Vermont and New Hampshire 
were visited during the latter part of October. 

196 

Most of the towns visited are retail trading centers in communi
ties devoted principally to farming and dairying. In a few of the towns 
one or two small factories or mills aro located manufacturing shoes, wool
ens or paper, and operating from four to six days a week. Retail trade 
was reported to be only fair. 
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System policies and operations were not discussed at any of the 
banks and the only general complaintheard was that there is not suffi
cient demand for bank funds. Few of the banks visited had more than 
fifty per cent of available funds in loans. In every case the invest
ment account showed appreciation. The lending rate is generallysix per 
cent with a few well collateralled loans made at from 4-l/2 to 5%. 
Loans to towns range from one to four per c., the rJajority of loans 
carrying the latter rate. 

NEW YORK 

Allegany, Livingston and Wyoming Counties 

Deposits reflect a decrease of 5.5 per cent as compared to a 
year ago, and now aggregate $35,880,000, of which 66 per cent are time 
accounts. This decline in deposits is attribute~ by some bankers to the 
economic condition of the farmers, and other bank officers mention that 
the lower ratG which some institutions are paying on interest accounts 
has been responsible for some shifting of deposits to banks paying a 
higher rate. The managements of several banks are giving consideration 
to lowering the rate in the near future, but at the present time only 
seven banks in this group are paying 1~ per cent, twenty-eight are pay
ing 2, per cent, and a small pl•ivate bank pays no interest on deposits. 
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The demand for loans for commercial and agricultural purposes 
continues light, although several banks located in communities where vari
ous state institutions are situated have made a number of loans pursuant 
to Title II of the National Housing Act to employe8S of these institu
tions. Total loans, including mortgages, for all banks now amount to 
$14,662,000. The officers of several banks say they have considered 
opening personal loan departments, but owing to the lack of diversifica
tion of industries in th0ir particular communities they have hesitated 
to 8mbark on this phase of loaning. Only one bank in the three counties 
is making personal loans, this being a small institution situated near 
a moderate-sized industrial center. The officers of this bank report a 
demand for loans larger than th0ir resources will permit them to satisfy. 
Collections are said to be fair, although at the low prices prevailing 
for farm products it is not expectad any material reductions can be mado 
on slow loans this fall. 

Sullivan County 

Officers of six banks report a very light demand for accommoda
tion, while three characterize it as fair or improving, and only two us 
being good. Loan and discol.lllt totals are about 8 per cent higher tha.n 
they were a year ago but this is due, in some measure at least, to the 
poor summer season which has beon reflected in failure to obtain loan 
payments. The prevailing rate is 6 per cent, exceptions being made b;y 
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some batiks only in the case of loans to municipalities or school dis
tricts. The field for loans under the National Housing Act is somewhat 
limited in this county since the income of a large part of its popula
tion is confined to a two month, or even a six week, period. Neverthe
less, eight banks have negotiated some of these loans and those not 
participating say that all good applicants for this type of accomoda
tion have been taken care of through their ordinary lending channels. 

Westchester County 

A number of bankers commented on the improved earning power of 
their banks due largely to granting life insurance, personal and Federal 
Housing Administration loans. Loans and discounts now aggregate 
$55,700,000 reflecting an increase of $4,800,000 since January 1. A 
number of banks have taken on fairly large amounts of loans secured by 
life insurance policies, at a ~} to 4 per cent rate. Personal loans 
total $1,500,000. The banks in the county have made over $1,000,000 in 
home repair loans under the new provisions of Title I of the National 
Housing Act and about twenty-four institutions have granted or purchased 
Title II Federal Housing Administration mortgages. A member bank in 
Bronxville has granted and sold over $1,000,000 of insured mortgages, 
many of these applicat~ons having been referred to it by other banks in 
the county which are not interested in handling Title II mortgages. A 
member in Tarrytown (deposits now $5,000,000} continues to lead all other 
banks in the district in making Federal Housing Administration mortgage 
loans. Since the first of the year it has more than doubled the amount 
granted, the total being over $12,000,000, most of which has been sold to 
life insurance companies, the Comptroller of the State of New York, and 
other banks. Auaost all of the mortgages taken b,y this bank since Janu
ary are on a 90 per cent basis. The treasurer of this bank estimates 
that earnings this year will increase to an amount about equal to its 
$100,000 common capital. In an endeavor to increase its earning power, 
a national bank with deposits of $570,000 lent $280,000 on Title II 
mortgages through an arrangement with a broker, but because of the de·
lay in selling them to an insurance company has had to borrow $170,000 
until the sale is complettld. 

Business conditions in this area have improved this fall largely 
as a result of the increased employment and payrolls in the industrial 
plants, most of which are centered in the section along the Hudson River. 

Bergen County. New Jersqy 

The B~ge~ County Chamber of Commerco reports that business in 
general, both manufacturing and merchandising, in this area is showing 
a slight upward trend. The principal industrial arcasin Bergen County 
are in the southern part along the Hudson P~ver around Edgewater and 
in the Passaic Valley at Garfield and Lodi. 
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iwionmouth County, aew Jersey 

The summer season along the shore was on the whole a rather poor 
one on account of the long rairzy spell during the last three weeks in 
July, although some sections fared much better than others. 

In the agricultural sections the prices being obtained for pota
toes are discouraging. The crop yield is said to be high, many farmers 
obtaining as much as 200 to 220 hundred pound sacks to the acre •. The 
price now being obtained is 95 centsper hundredweight although it was 
as low as 65 cents for early potatoes during most of the month of August. 
Because of current low prices many farmers are storing their poratods 
as it is anticipated that prices will be higher later on, due to a short 
crop said to exist in other potato growing areas, including the Stato of 
Maine. Some bank officers are endeavoring to induce their farmer bor
rowers to sell now rather than gamble on the prospect of higher prices. 
It is pointed out that a good deal of shrinkage takes place in potatoes 
which are stored. In the north central part of the county where there 
is considerable raising of garden truck and fruit, the truckers did 
fairly well with their early vegetables but the September hurricane 
practically destroyed tho tomatoes, peppurs, and other late crops. The 
peach crop was nearly picked bt::fore the storm but quite heavy damage was 
done to apples. 

PHILADELPHIA 

The area visited contains some of the most fertile farm lanJ in 
Pennsylvania as well as some mountainous regions where a high degree of 
cultivation is not possible. Dair-.ring is the chiof' agricultural activity, 
while wheat, corn, and fruit are tho chi0f crops. Yields of all crops 
were good this year but prices for wheat and corn wero insufficient to 
net the farmer a profit. Prices paid for raw milk were reduced recently 
leaving fruit and poultry as about tho only sources from which the farmer 
may be able to make a profit. Because of the good fruit yield in this 
area in the face of a shortage elsewhere, good prices were received for 
that sold. Many growers, however, are storing apples in anticipation of 
even better prices. Canners are not buying so heavily this year as they 
still have large inventories from last year. A plentiful supply of grain 
at a low price wHl benefit the farmers who fatten cattle for slaughter 
by enabling them to meet lower beef prices. 

Industrial activity, while considerably below the level of a 
year ago, has shown improvement during recent months and is expected 
to show continued improvement·. Bankers base this assumption upon in
creased orders from abroad for machinery, greater activity in the air
plane and automotive industries, and the enlargement of existing plants 
or the establishment of new concerns within the area. Railroad opera
tions have increased, causing an increase in employment. The movement 
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of coal which occurs during the fall and winter months should cause a 
continuance of this upward trend in railroad activity. 

The maximum allowable rate of 2·~ per cent is paid at 78 banks, 
56 pay but 2 per cent and one of these institutions pays but 1! per 
cent on amounts in excess of $5,000. Loaning rates vary. While the 
majority of the banks maintain the 6 per cent rate, a number will grant 
a rate as low .as 5 per cent on good loans secured by mortgages or mar
ketable collateral. The amount of the loan also is a factor in deter
mining the rate. Small loans, because of the cost of handling them, 
bear the 6 per cent rate but those above a certain fixed amount, usually 
$500 or $1,000, will command a 5~ per cent or even a 5 per cent rate at 
many institutions. 

The real estate market continuos to offer a large number 
properties at attractive prices but there is a dearth of buyers. 
houses appear to sell more rapidly than old houses and many banks 
real problem in the amount of other real estate owned. 

of good 
New 
have a 

vVhilc the great majority of the banks report adepreciation in in
vestments, they also report a marked improvement during recent months. 
The quality of some of the accounts is poor, and appears not to have been 
improved materially in recent years but it is believed that most of the 
banks are giving this matter close attention. 

Credit demand is light but shows some evidence of improvement. 
The majority of the farmers in this section are self sustaining, but the 
poor returns this year may result in a somewhat stronger demand for cred
it during the coming months, and some banks may have need for reserve 
bank credit. 

Deposits have increased at nearly ~11 of the banks visited. In 
a number of instances, however, this increase followed declines reported 
at the time of the previous visit. 

Only limited use is being made of F. H. A. facilities as the 
residents of many communities are unable to qualify. Some banks, how
ever, are purchasing mortgages created elsewhere. 

w. P. A. and other relief projects have increased somewhat dur
ing the past year because of increased unemployment and have become very 
important sources of income in several of the counties visited. Because 
of the volume of checks created by these expenditures, one banker bas in
stituted a charge for cashing checks for non-customers regardless of 
whether or not the checks are issued by feder~l or State departments. 

CLEVELAND 

There is continued complaint of the shortage of desirable borrowers 
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notwithstanding that there is evidenced a disposition on the part of 
many bankers to permit bond portfolios to run off and to concentrate 
more on local loans. Generally speaking, banks are increasing hold
ings of F. H. A. mortgages, and many institutions not hitherto inter
ested in this type of loan are now making them -- in some cases in 
substantial amounts. On the occasion of a recent visit to a member 
national bank the remark was made that on the previous day the bank 
had completed a real estate loan -- the first one in the history of a 
fifty year old bank. 

The Wages and Hour Law is causing some concern, based upon the 
working-hour provisions rather than the wage provisions. Some banks 
are adopting earlier closing hours, and in some of the smaller banks 
official titles are being given to certain employees to place them in 
the excepted classes. 

RICHMOND 

Virginia (Shenandoah Valley) 

Of the counties included in this report all but Rappahannock are 
members of a regional clearing house association which has been instru
mental in establishing service charges, though it is not clear that all 
banks have carried out the schedule agreed upon. With few exceptions 
time deposits exceed demand deposits and carry a rate of 2~ per cent. 
Bankers appear to feel that this rate is j~tified so long as they charge 
6 per cent for the bulk of their local loans. Rates as low as 4~ per 
cent are made on real estate and there appears to be a favorable atti
t~e towards FHA loans on a 5 per cent basis. The majority of banks 
show an increase of loans relative to the first half of 1958 and one year 
ago, and, with some exceptions, deposits have expanded slightly. Invest
ments show very little ch.'mge, increases in some banks being about equal 
to the decreases of others. 

Agriculture in these counties is well diversified. Beef cattle 
and dairying contribute materially to the farm income, but this is sup
plemented b,y apple production, poultry growing, and wheat farming. Beef 
cattle are bringing around 4t cents, a price somewhat lower than that of 
1957, but eggs are bringing about 30 cents, which is 20 per cent higher 
than last year's price. The apple crop will equal the long-run average 
but the superior quality has meant higher prices than in 1937 by as much 
as 55 per cent for certain varieties. The abundant hay and grain crops 
have proved favorable to the livestock industry. 

A large viscose plant at Front Royal (Warren County) should be 
completed by the spring of 1939. Tha first unit is expected to employ 
from 5,500 to 6,000. Construction has given employment to workers with
in a radius of 50 miles. Concentration of labor at the plant will be 
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discouraged and workers will be encouraged to commute. When the 
$10,000,000 plant recently started at fearisburg, Virginia, is completed, 
there will be ten large rayon yarn plants in the Fifth District. The 
tourist traffic stimulated by the Skyline Drive has contributed much to 
local business throughout much of this region. Small factories, mills, 
and canneries have prospered and contributed materially to what appears 
to be a generally prosperous condition. 

Virginia (Peninsula Counties) 

In the region between the York and the James, the counties of 
James Ci~, York, Elizabeth City, and Warwick give every indication of 
favorable business conditions. Loans and deposits of banks show small 
variation seasonally and are now approximately at the levels of one year 
ago. Banks arc making most of their local loans at 6 per cent, with a 
rate of 5 per cent in some instances. Real estate loans form an import
ant part of earning assets. Time deposits generally exceed demand de
posits by a considerable margin and most banks are paying 2~ per cent on 
the former. This rate seems to be regarded as excessive, but competitive 
conditions appear to make a reduction impossible. Notwithstanding this 
situation, service charges are not well developed. 

The chief business in James City and York Counties is the tourist 
traffic. At Williamsburg (James City County) the Hockefeller Foundation 
has expended about $18,000,000 in restoration work. In addition, the 
College of William and Mary and the State Hospital h:we brought consider
able business to banks and others. Yorktown (York County) also enjoys a 
large tourist business. Elizabeth City County has benefitted materially 
from the activity of shipyards at Newport News and by construction at 
nearby military posts. Warwick County has profited most from shipbuild
ing at Newport News, where accumulated orders amount to about $55,000,000. 
About 5,500 are now employed on a full-time basis and 700 additional on 
a four-day basis. The number employed will probably increase to 7,000 
as work progresses. Payrolls of the yards now come to about $170,000 
weekly. 

The combination of tourist business, shipbuilding, goverrunent 
posts, fisheries, and truck farming has made this region relatively pros
perous and most banks will realize fair net profits for the year. 

North Carolina (Eastern Central) 

Banks in this region (Cumberland, Harnett, Johnston, Wayne, and 
Sampson Counties} show some expansion of deposits since the first half of 
the year, but the volume is still materially lower than for the same time 
last year. Demand deposits exceed time deposits in volume and from 1 per 
cent to 2~ per cent is paid on the latter. The actual rate depends upon 
the nature and intensity of competition among local banks. The demand 
for crop loans has been somewhat less than "normal" due to the diminished 
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volume and value of the cotton crop. Rates hovor around 6 per cent 
but are as low as 5 per cent on some business paper. There is some 
competition from outside banks which offer money at 4 per cent, and 
an occasional sharp complaint of PCA competition. Banks contend that 
no safe loans are rejected ru1d they resent implications that bank 
credit should be made more available, since, it is held, that cannot 
be done without adopting lax standards. Investments change but little 
in volume and there is a definite tendency to concentrate on Federal, 
State, and municipal bonds and to move out of corporate issues. 

Nonmember banks in this region show a reluctance to consider 
membership in the Federal Raserve System. They contend that they en-
joy F.D.I.C. protection and have exchange revenues in addition; that 
exchange revenues make it possible for banks to operate where, other
wise, there could be none; that exchange revenues may come to as much 
as 15 to 20 per cent on the capital; that they constitute the "margin 
of net profit 11 for many banks; that there is no need of borrowing and, 
hence, no need of rediscount facilities; that they have large holdings 
of Federal bonds upon which they can borrow from correspondents; that 
if all banks were made compulsory members, they would, if not permitted 
to receive interest on balances with correspondents to offset loss of 
exchange revenues, become mere "feeders" of city banks, which have a 

203 

much larger opportunity to employ funds; that North Carolina law permits 
loans of 20 per cent of capital and surplus to one interest as against 
10 per cent for member banks; that compulsory membership for country non
member banks is improbable because of the political influence which they 
enjoy. 

Cotton and tobacco are the chief money crops in this region, 
though the livestock industry appears to be growing in importance. Both 
the yield and acreage of cotton are below 1937 levels, while prices are 
somewhat lower. Type 12, Eastern North Carolina Flue-Cured, sales aver
aged $25.58 per hundred pounds to October 29, which is somewhat lower 
than the 1957 average of $29.73 for October. There has been much com
plaint among farmers respecting crop control and marketing quotas, and 
in some of these counties a majority of the farmers would not again 
favor these methods. They feel that prices have not been raised co~nen
surately with the restrictions. 

ATLANTA 

Northwest Alabama 

The principal cash crop in this territory is cotton. In the 
western portion of the territory mentioned, the crop was found to be run
ning from 55% to 50% of last year's yield on account of damage in the 
early Spring by rains and boll weevil, there being spots where replant
ing was necessary and where there was excess foliage. In one county it 
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is claimed tr.a.t some of the farmers hardly made 60% of their allotment. 
Even with the short crop there were no reports that an excessive num
ber of loans would have to be carried over. 

Further upstate in the Tennessee Valley region a better trade 
activity is apparent, the cotton crop seemingly having suffered less. 
The cotton in the whole territory mentioned is extra white, of high 
grade and comparatively long staple for this region. 
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With a cash price of nearly 9¢ for the high grade crop that has 
been made in this section, plus subsidies, the cotton loan is apparently 
not attractive and most of the banks report slow movement of the cotton 
into the loan, the aggregate of their loans to cotton producers not hav
ing come up to expectations, although quite a bit of cotton is as yet to 
be handled. 

Georgia 

The Federal Reserve Bank was represented at the October meetings 
of seven zones of the Georgia Bankers Association. 

Visits were made to seventeen member and eleven non-member banks 
located in these zones. At each of these zone meetings emphasis was 
laid on banker - farmer cooperation and the profitable production of 
pork. The importance of exchange charges on incoming cash letters as a 
source of revenue to the small country bank was another subject which 
was discussed at each of the meetings, and it is felt that the continued 
discussion of this Gubject may tend to dissatisfaction on tho part of 
some of the smaller banks with their membership in the Federal Reserve 
System. Such discussion makes it difficult to interest nonmember banks 
in membership. At one of the meetings, the President of the Georgia 
Bankers Association stated that a committee of the Association had been 
appointed to work for the repeal of the law which would require member
ship in the System of certain State banks in 1942. 

The level of deposits of the banks visited compares favorably 
with that of a year ago. The yield of this year's cotton crop was re
ported as being between 50% and 60% of normal. Yields of tobacco and 
peanuts were very good and satisfactory prices were obtained. 

Mississippi Gulf Coast 

At Biloxi the condition of business is considered normal for thia 
season of' the year. This resort city enjoyed a good tourist trade during 
the aunmter and it was stated that the hotels are receiving a satisfacto~ 
number of requests for the winter season. The banks at Biloxi have made 
a large number of F. H. A. loans and are enthusiastic over this type of 
asset. The shrimp catches havG been good so far this season and the 
packing plants have been operating at capacity. 
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An unusually good tourist season is expected at Gulfport dur-
ing the coming winter. 

North Central Tennessee 

Due to unusually heavy rainfall in the summer tobacco has suf
fered from what is known as "fire" or "rust" and while the actual 
damage due to rust has not been great it has forced the farmer to cut 
his tobacco green in order to lessen the damage, as a consequence of 
which the tobacco was of inferior grade •. ~This section has had a bumper 
crop of hay, corn and other small grains. Conditions for growing live
stock have also been favorable. r 
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In the section around Portland an excellent strawberry crop last 
season sold for approximately $500,COO.OO, and the prospect for next 
season's crop is good. 

l'Jlembers of the Nashville Clearing House Association have recently 
begun to charge their country correspondent banks on a per item basis for 
handling their. clearings. As a Nsult of the imposition of this charge 
several of the member banks in the Nashville Zone have begun to send their 
cash items to the Nashville Branch to a greater extent than heretofore, 
and certain nonmember banks are showing an interest in membership in the 
System. 

CHICAGO 

Several group meetings were attended in Indiana and Michigan, 
the principal topics discussed being Federal banking laws, bank invest
ments, and local taxation. 

Banks show a tendency to dispose of the corporate bonds held in 
their portfolios and to substitute municipals and Governments. There 
is some slight increase in loans in the agricultural section, due to 
feeder demand. During the first fifteen days of October, one bank made 
81 loans, aggregating $114,000, of the type usually handled by tha Pro
duction Credit Corporation. One institution that has been very success
ful in making receivers' loans to closed banks is now exploring other 
means of augmenting its income, as this source has been exhausted. The 
demand for installment loans and mortgage loans has improved materially. 
Bankers are apparently taking more interest in Federal Housing Adminis
tration loans. Indiana, Illinois, and Iowa will have a large corn crop 
in 1938, and it is expected that much of this will be sealed under 
Government loans and that tho bank~ throughout the district will carry 
many of these loans under a repurchase agreement with the Commodity 
Credit Corporation. The return on such loans in the past has been 
approximately 2-1/2 per cent. The amount to be loaned on the 1938 crop 
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has not been definitely fixed, but it is anticipated that it will be 
between 57 and 61 cents per bushel. 

206 

The Government is in the process of resealing the 1957 corn 
crop remaining on the farms. The handling of a.ll 1937 corn loans in 
the various Federal Reserve districts has now been concentrated at the 
Federal Reserve Bank of Chicago. It is estimated that some 30,000,000 
bushels of the 1957 crop will be released to the Commodity Credit 
Corporation to satisfy outstanding lo~1s and that approximately 
15,000,000 bushels will be resealed, the grower who reseals his corn 
receiving the differ<mce between 50 and 57 cents per bushel. The corn 
released to the Commodity Credit Corporation is being stored princi
pally in terminal warehouses along the Missouri and Mississippi rivers 
and in Chicago. In some localitit.:s wht~re the quantity involved is 
small, tho Corporation is selling on the local market. 

Considerable progress has been made in the furniture industry. 
Figures recently obtained show that since June there has been a contin
uous impi'ovement with eu.ch succeeding month, and th[it shipments, pay
rolls, and number of employees ln September exceeded those in August. 
The outlook appears to be favorable for the next several months in viaw 
of the f>resent building situation. 

Reports from Detroit indicate considGrable optimism in rogard 
to the automobile industry, particularly for the near future. There 
is apparently u more hopeful attitud~.> about the labor situation, one 
manufacturer stating that his company is getting much better efficiency 
from labor than for some years. Building in this area is exceed:i.ng 
that of any of the past four or five years. Summing up the situation 
in Detroit, the statements of those interviewed were optimistic con
cez'ning the near future, but were tempered with an element of conserva
tism and caution. 

One nonmember bank with deposits of 4f850,000 is converting :i.ts 
assets into cash and has gone into liquidation, stating th~::t in view 
of the difficulty of making earnings it would pr8fer to pay off its 
depositors. 

Several bankers have been invited to talk on banking subjects 
over local radio hookups, and in these instances the Federal Reserve 
System has received favorable comment. 

ST. LOUIS 

During the monti1 our officers and field representatives visited 
317 banks, of which 211 were in Missouri, 31 in Kentucky, 51 in 
Mississippi, 16 in Arkansas, and 2 in Tennessee. 

With fall shipments of feeder livestock arriving in many rural 
communities, an increased demand for local loans is reported. In most 
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cases advances for agricultural purposes are made with an interest 
rate of 5% to 8%. Demand and time deposits show further increases in 
many instances. The common rate of interest on time deposits contin
ues to be 1 to 2 per cent per annum. 

Stockholders of member and nonmember State banks in Illinois 
are greatly concerned about possible failure to ratify the proposed 
Constitutional Amendment to remove the double liability of stockhold
ers of State banks at the November 0lection. Conversion from State to 
national banks will be the ultimate outcome in many instances if this 
amendment fails to carry. 

From all indications, it appears that one State member is 
going to withdraw from membership. This decision is based on two 
factors: one a bill for $400 received from a national bank corre
spondent covering the handling of the State member's account for the 
last three months; the other, the loss of revenue from exchange 
charges. It seems that the local credit association carries its 
account with this State mGmber and whilE:: a large percentage of the 
$400 carrying charge was made on checks deposited b,y this associa
tion, it refuses absolutely to pay any service charge. The associ
ation's account has been solicited by other banks in the country and 
the member bank does not want to give it up because of the loss of 
deposits during the summer months and the loss of prestige. The 
president of the bank estimates a revenue from exchange loss of $5,000 
per year and states thht under present conditions, the bank could not 
afford to sacrifice this income. 

The cashier of a small Missouri nonmember is opposed to barllis 
going off the par list as he feels that they are obtaining revenue 
from the wrong source. He further believes all banks should be com
pelled to join the System and that they should be examined by only one 
authority. Officers of anoth(::r small Nli ssouri nonmember stated that 
they had been encouraged to go off the par list. They appeared to 
have a deep conviction, however, that their customers' checks should 
be circulated at par. 

A nonmember bank officer complained of the practice followed 
by banks in ~ nearby town, which is on the par list, whereby customers 
of his bank are not subjected to service charges when doing business 
with the par banks. He feels that all banks should be compelled to 
adopt a uniform schedule of charges. He is aware that the condition 
mentioned might not exist if his bank were on the par list. 

Officers of one nonmember feel that their bank should make all 
loans in the community which can be made on a proper basis, particu
larly sound loans on real estate, even though not amortized, provided 
that the payments which would normally amortize a loan are put back 
into improvements as such expenditures improve the business of those 
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providing materials. The bank has a good cash position, large hold
ings of Governments and no past due loans. It has insufficient capi
tal to become a member and in discussing membership, the officers 
stated that the red tape caused qy additional reports would be 
troublesome, which impressions were of course corrected. Another 
nonmember officer was of the same opinion and our representatives 
endeavored to correct his erroneous impressions. The.y asked him to 
discuss membership with officers of the State members, which he ex
pects to visit in the near future. 

Benefits of membership were fully discussed with a Missouri 
nonmember cashier who was pleased to learn that charges were no longer 
being made for examinations by Federal Reserve examiners. 

Numerous requests for loans are being received b,y the cashier 
of a Missouri nonmember bank but he is reluctant to make these advances 
for fear of criticism~' examiners. Various lines were criticized at 
a recent examination and this cashier is not inclined to change his 
policy regarding loans. He further feels that agricultural lending 
agencies are in direct competition with country banKs, but he declines 
to meet the interest rates available through these agencies. The 
cashier of another Missouri nonmember which depends primarily on ser
vice charges for its income is reluctant to make loans, fearing criti
cism by examiners. He was evidently carrying a number of past due 
loans. 

The president of a small Mississippi nonmember mentioned his 
experience in buying some Treasury Bills. He ordered ~50,000 very 
short-term bills from a bond house in Memphis. Figuring the commis
sion on buying and selling and the expense of a trip to Memphis, the 
net result of the transaction was a loss of $52. He has lost interest 
in short-term Governments and now invests in longer term bonds which 
he expects to hold until maturity. 

MINNEAPOLIS 

No detailed reports of visits during October have been received 
from Minneapolis. 

KANSAS CI'IY 

Among state banks that are eligible for membership, a surpris
ingly large number seem interested but certain obst&cles stand in the 
way. A number of such banks find it necessary to improve their condi
tion before membership can be considered. Until the law is changed, a 
capital requirement based upon population will keep many good prospects 
permanently out of the ~stem. In a few cases, bankers in Nebraska 
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that stay out of the System in order to make exchange charges were free 
.to admit that exchange charges not only may be but possibly have been 
carried too far. 

A number of cases were found where country banks had sold Gov
ernment securities rather freely during th~ war scare. This nervous
ness, however, has virtually disappeared. 

In addition to thu cases reported last month, more instances 
wero found of bankers' concern about the rural population moving off 
tho land. A Kansas banker stated that one-third of tho population of 
his county had left the county in the past five years and that 60 per 
cent of those remaining are either on relief, working on WPA projects, 
or have been re-financed through the Farm becuri~ Administration. 
From Oklahoma come also many reports of tenant farmers moving off the 
land. 

The comment is well nigh universal that livestock prices are 
the bright spot in the farm situation. Those who were fortunate enough 
to have livestock are in the best condition among the z~ral population. 
High livestock prices, however, are complicating feeding operations as 
few bankers are advising their customers to b~ feeder cattle at pres
ent prices. 

Bankers in many parts of the District are greatly concerned 
about the limited number of livestock in their communities. It is 
the general belief that there is only about one-third the number that 
is needed. The feeling is growing rapidly that, in certain sections 
of the District especially, farm conditions cannot become satisfacto~J 
until corn and livestock return to somewhat near their pre-drouth con
ditions. A great deal of thought is being given to this problem qy 
many other people as well as bankers. In eastern Nebraska and Kansas, 
where the hog population is little more than 30 per cent of what it 
was four years ago, there is some discussion of the feasibility of 
cooperative movements to stimulate hog production. Farmers without 
hogs are willing and anxious to build up their numbers but need money 
to buy brood sows. 

In the case of many country banks there is a definite decrease 
in deposits and a tendenc.y for loans to increase. Banks in some com
munities have all the loans they wish while in other regions it is said 
there is little demand for funds. In some places especially, there a?
pears to be an active demand for mon~ to purchase cows and heifers and 
hogs and sheep. Some banks report a satisfactory experience with auto
mobile and implement paper, while in other cases it is said this paper 
is not liquidating well and that it is necessary to force farmers to 
sell wheat to meet automobile and implement payments. 

A good many banks expect to rediscount before another harvest. 
Few country banks appear to be making Commodity Credit Corporation 
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wheat loans and there is a tendency to send the ones the,y do make to 
their city correspondents. 

In irrigated regions of Colorado, the beet crop is said to 
average about sixteen tons to the acre which is regarded as satisfac
tory. In some cases the sugar content is reported as normal but in 
a good many instances it is said to be low. The potato crop in irri
gated regions is only fair but the alfalfa hay crop is good. In fact, 
bankers from nearly every part of the Tenth District report an abund
ance of feed but complain bitterly that there is little to feed it to. 

DALLAS 

Central Texas 

Generally speaking the banks in this section are well satis
fied with their relations with the Federal Reserve Bru1k and with ex
isting laws, regulations and policies. A few renewed previous 
complaints in regard to Production Credit Associations. The president 
of one bank whose earnings have been rather seriously affected by 
competition from these agencies expressed the view that the government 
should either require them to confine their advances to people who are 
unable to obtain accommodations from banks, or should take over the 
small member banks and make satisfactory adjustments with their stock
holders covering their capital investments. 

Another member banker complained that the local P. C. A., in 
an effort to win desirable borrowing accounts away from the bank, had 
gone to the length of staging big barbecues and inviting the best cus
tomers of the bank to attend them, using those occasions for the pur
pose of soliciting their accounts. 

Further evidences were found of widespread discontent among 
farmers in connection with the results of the government's acreage 
control program this year. However, the recent distribution of gov
ernment subsidy checks has tended to allay their grumbling to some 
extent. 
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The cotton crop in this area is at least one-third smaller thru1 
last year's production, due partly to unfavorable growing conditions 
and partly to the curtailment of acreage. In· those communities which 
have adequate storage facilities from 75 per cent to 90 per cent of the 
crop has been placed in the loan. Elsewhere the bulk of the crop has 
been marketed. On the whole, despite t~e di~tribution of subsidies, 
farm income in Central Texas for the year 1958 will show a severe de-
cline by comparison with last year, and the producers appear to be in 
for a hard winter from a financial point of view. 
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South Texas 

Much the same conditions exist in the territory served by the 
fourteen South Texas banks visited by our representative as are pic
tured above with respect to Central Texas. Continued criticism of 
the 1938 farm program is being made b,y the farmers, and many of them 
are turning to livestock as a source of revenue in lieu of cotton. 
Some of the banks interviewed are gradually getting away from the 
practice of financing cotton farmers who do not diversify their pro
ductive efforts. 

A recent survey made in this section of Texas covering 4,500 
farmers showed that approximately ten per cent of them are on local 
or federal government payrolls. Tne group produced 17,000 bales of 
cotton this year, or an average of about four bales each. Our repre
sentative was told that the ten per cent who are receiving salaries 
from government sources are influencing the other ninety per cent to 
go along with the government's acreage control program for another 
year. 

SAN FRANCISCO 

Siskiyou County, California 

For the most part, conditions in the lumber, stock raising, 
dairying, und agricultural interests are satisfactory in so far as 
production is concerned. Feed conditions have been good, and large 
crops of hay, wheat, and potatoes are being harvested, but prices are 
low, resulting in little or no profit. 

There has been considerable development in placer mining, 
with dredgers working over both old diggings and unworked land. In 
the latter case, much of the land has been used for agricultural pur
poses and is being left b.Y the dredgers in a condition which will 
make it useless for any purpose hereafter. 

Eastern Washington 

Several banks between Spokane and Pullman were visited and in 
all instances the unsatisfactory price for wheat was the topic of con
versation. Many farmers who have qualified for Government loans on 
wheat are taking advantage of borrowing from the Commodity Credit Cor
poration through the Reconstruction Finance Corporation. We understand 
that the Spokane Agency has alreaqy handled approximately two thousand 
individual applications for wheat loans. 

at the time of our visit, it was difficult to obtain definite 
inform.!ition with respect to the production of commercial apples in the 
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Wenatchee-Okanogan district. Early this year it was estimated that 
the district would produce 16,000 cars of apples, but owing to the 
unseasonable weather, these estimates have had to be revised downward. 
From the best information obtainable, it now appears that the produc
tion will not exceed 12,000 to 14,000 cars on account of cullage. 
Opening prices, however, are reported to have been satisfactory and 
it is hoped that the shortage of production of apples elsewhere in 
the United States will have a tendency to increase prices. The United 
States Department of Agriculture estimated that the loss from cullage 
would be approximate~ 25%. 

Eastern and Southwestern Idaho, Eastern Nevada, and Southwestern Utah 

The industries of particular importance in the Idaho regions 
are diversified agriculture, livestock, and dairying; in Nevada, mining 
and livestock; in Southwestern Utah, almost exclusively livestock. 

Idaho agricultural crops, except hay, the first cutting of 
which was badly damaged b,y rainfall, were above average in tonnage and 
quality. This is particularly true in the Eastern part of the state, 
where the main cash crops are potatoes, sugar beets, and grain. The 
lower prices for wheat, beans, seed crops, etc., are but partially 
offset by increased yields. Two reclamation projects under way in 
Southwestern Idaho, expected to be completed in 1940 and 1941, will 
bring 77,000 acres of what is now waste land under irrigation and 
adaptable to the growing of diversified crops. 

Measured b,y its diversification and production of agricultural 
products, the Boise Valley is particularly prosperous. This year there 
have been heavy yields of hay, potatoes, and dairy products. Present 
outlook is for a surplus of these commodities in the face of a rela
tively low market and inactive demand. The surplus low priced feed 
situation is attracting additional livestock to the area for feeding 
purposes. 

The new sugar beet plant at Nyssa just put into operation this 
fall has expanded valley acreage in sugar beets and is providing grow
ers with a cash crop at a profit. According to factory officials, a 
superior quali~ of sugar beet is grown in the irrigated sections of 
Idaho and Oregon. 

Production of lettuce (which is reported very satisfactory) and 
various seed grains provide additional cash income to farmers. 

The completion of the I. 0. N. (Idaho~Oregon-Nevada) Highway 
which runs thru the southeastern corner of Oregon, and which has about 
40 miles to complete in Oregon, will greatly facilitate the movement 
of crops from this area b,y bringing it closer to the California markets. 
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The cattle men generally are said to have made a little profit 
from the season's operation~ while wool growers with few exceptions will 
show losses up to 75¢ per head. There will be considerably less live
stock feeding for market in this region than there was last·year and 
the year's sales have practically been completed. 

Recent improvement in metal prices has resulted in increased 
mining activity and shipments to smelters. 

It is reported that thirteen National Park and Forest Highway 
Construction projects in Idaho and Utah, involving expenditures of more 
than $1,500,000.00 are already in progress or are to be opened for bids 
this month. On contracts ~lready let ~525,000.00 will be expended in 
Utah and $246,000.00 in Idaho. 

Ontario-Vale-Nyssa, Oregon 

This is a section in northeastern Malheur County, forming a 
trigngle on the Idaho border. These towns serve an irrigated area of 
more than 100,000 acres under two government projects, the Vale Irriga
tion District and the Owyhee Irrigation District, both of which are 
comparatively new, water having been placed on the last of the land 
under the Owyhee District in 1958. This area is growing rapidly and it 
is reported thet between 80 and 90 per cent of the available lands 
under these irrigation districts heve been settled, mostly by people 
from the middle west. 

The Amalgamated Sugar Company has just completed cmd put into 
operation this year e $2,500,000 sugar beet refinery which will handle 
during the 1958 season r.bout 220,000 tons of sugsr beets grown on the 
land in the irrigated districts of Idaho e.nd Oregon. In addition to 
the ebundsnce of hay and other feeds grown in this orea this year, the 
sugar beet tops will supply cheap feed for feeder cattle and sheep. 
The factory provides a seasonal pay roll for between 350 8nd 400 men 
in addition to about 1200 field agents. The area is very fertile 
wherever reached by weter end grows a diversification of crops. 

Baker Valley, Oregon 

While egriculture and livestock prices have been comparatively 
low, the Boker V&lley hes produced an abundance of feed which has re
duced the cost of operation E~nd livestock operators hove h8.d & reeson
ably good season. There has been an abundance of moisture and good 
ranges, end both cattle end sheep are going into the winter in very 
good condition. By renson of the fe.ct thnt feed has been plentiful 
e.nd relatively cheap, producers of deiry products have also been reason
ably successful this seeson. 

The lumber mills, of which there are two fdrly large plants 
operating in pine, are running on a one-shift basis on a rat~er dis
couraging market. 

Considerable gold is produced in the Cornucopia end Blue Mountains, 
which surround Baker, and c number of these operations heve proved profit
able. Digitized for FRASER 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

October - 1938 

Federal Visits to Banks Meetings Attended Addresses Made 
Reserve 

Bank Member l Non-member I Total Number I Attendance Number I Attendance 

Boston 21 1 22 1 # 1 175 
New York 172 56 228 9 1,691 None 
Philadelphia 86 30 116 6 1,674 2 85 
Cleveland 171 29 200 6 1,373 None 

I Rich.'Ilond 47 55 82 8 1,420 4 480 m 
,-1 .b..tlanta 41 49 90 9 550 None I 

Chicago 6 1 7 10 1,565 None 
St. Louis 45 272 317 14 1,325 3 525 

Minneapolis 75 10 85 5 2,150 1 114 
Kansas City 57 41 98 19 5,563 ., 45 ..L 

Dallas 28 5 55 None None 
San Francisco 64 24 88 18 1,909 None 

# Number not reported. 
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