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March 15, 1939. 

TO The Board of Governors 

FROM Mr. Hammond, Division 
of Bank Operations 

SUBJECT: Summary of Bank 
Relations Reports 

Reports of bank relations as requested in the Board's let-
ter of August 25, 1936 (X-9680) have been received for the month of 
February and excerpts 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 delivered has also been prepared and 
follows the quotations. The following are items of interest included 
in the reports: 

Rates ranging from 1 to 4 per cent are paid on deposits in 
various types of banks in Fairfield County, Connecticut. 

A member bank in the Cleveland district refers loans to 
its correspondent rather than lend at less than 6 per cent and there-
by "demoralize other borrowers". 

There are banks in North Carolina maintaining a rate of 7 
per cent on loans; in Louisiana, 8 per cent; and in Arkansas, 10 per 
cent. 

Vegetable canners in Maryland can borrow from warehousemen 
more advantageously than from banks. 

There is an active and growing demand for livestock loans 
in the Kansas City and Dallas districts. 

Some banks complain that Government lending agencies are 
getting their business; others are willing to forego the class of 
business those agencies take. 

Some banks are making veiy satisfactory earnings while 
others find conditions almost hopeless. 

There is a bitter feeling against deposit insurance among 
Kansas State bankers and many eligible banks are kept out of the 
System by it. 

Chicago and Minneapolis report that banks are very favor-
ably impressed ty the Board's discussion of banking problems in the 
last annual report - its appreciation of the problems of the country 
banker and the non-par banker being specifically commended. 
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Dallas reports an increased interest in Federal Reserve 
membership on the part of nonmembers. 

BOSTON 

Boston reported no visits were made to banks in February. 

NEW YORK 

Fairfield County. Connecticut 

There are twenty-seven commercial banks in Fairfield County 
(eleven members and sixteen nonmembers) with four branches, one pri-
vate bank, fourteen savings institutions, and five industrial banks 
including one operating under restrictions - making a total of fifty-
one banking offices. 

The various institutions pay interest on savings accounts 
and full-paid and unhypothecated installment savings certificates at 
the following rates: 

No. of Banks 
18 (including 14 savings banks) 
15 
3 
3 

1 (industrial bank) 

2 (industrial banks) 

1 (industrial bank) 

1 (industrial bank restricted) 

1 (private bank) 

Rates 
2^ per cent on entire balance 
2 per cent on entire balance 
1& per cent on entire balance 
if per cent on first $10,000, 
1 per cent on any excess 

1^ per cent on first $5,000, 
1 per cent on next $5,000, 
and nothing on the excess 
above $10,000 

1 per cent on first $5,000, 
and nothing on any excess 

4 per cent on savings certifi-
cates 

3 per cent on savings certifi-
cates 

2-| per cent on savings certifi-
cates 

Does not pay any interest on 
certificates 

Does not accept savings deposits 

The industrial banks pay no interest on the hypothecated certificates 
representing partial payments on loans. 

Loans and discounts of the commercial banks and the private 
bank aggregate about $55,000,000, reflecting a decline of $500,000 

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



—3— R-428-a 

since the first of the year. Officers of a number of commercial 
banks state that they have made a special effort to solicit new 
loans and have been able to retard the decrease in loan portfolios 
in this way. Nine of these banks have granted $4,000,000 Federal 
Housing Administration Title II insured mortgages. One bank has 
continued its arrangement with a large insurance company, and han-
dled about $879,000 in mortgage loans during 1938 as compared with 
$1,504,000 in 1957. For the past three years this bank has financed 
more than three times as many new homes in its section as all other 
competitive lenders combined. The fourteen savings banks now hold 
#79,200,000 loans on real estate as compared with $75,000,000 on 
January 1, 1938. Most of them report keen competition for mortgage 
loans from insurance companies and other sources, and have reduced 
rates to as low as 4 per cent in order to obtain new commitments or 
to hold their existing loans. Four savings banks own $3,000,000 
Federal Housing Administration Title II mortgages; one has either 
purchased or granted $2,300,000 of this amount, and the other three 
have purchased all of their insured mortgages from commercial banks 
in the county. 

Greene. Ulster. Orange. Rockland, and Sullivan Counties. New York 

Officers of only eight banks report a good demand for 
accommodation, the majority characterizing it as light or moderate. 
The interest rate is quite generally maintained at 6 per cent al-
though most banks make some exceptions, particularly in the case 
of loans secured by cash surrender value of life insurance or by 
other good collateral, and on loans to municipalities. The major-
ity of banks in this area have made an effort to negotiate loans 
under the provisions of the National Housing Act, and several have 
purchased substantial amounts of Title II mortgages originated by 
other institutions. 

Several officers spoke in complimentary terms of the 
various services performed by the Federal Reserve Bank of New York, 
and two commented on the more sympathetic and helpful attitude evi-
denced by the national bank examiners at the time of their last 
visit. Such criticisms as were received were directed principally 
to governmental policies; viz., the failure of the administration 
to encourage private enterprise, to reduce expenses, and to balance 
the budget. There were some complaints about government competi-
tion in the lending field, and a few officers voiced opposition to 
the new principles governing examination procedure in so far as 
they apply to the valuation of securities at any other than the 
market price current at the date of examination. The officers of 
one member trust company, who for some time past have been reluc-
tant to write off potential loan losses, objected to the severity 
of our examiner's appraisals. The president of another bank 
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expressed the conviction that deposit insurance premiums should 
vary with the risk involved, as fire insurance premiums do, and 
should be based on some such factor as the ratio of good capital 
funds to deposit liabilities. 

Summary of Preferred Capital Issues - In the six counties visited, 
there are 92 commercial banks, 50 of which have issued preferred 
stock, capital notes, or debentures aggregating $7,777,500 par 
value. Up to the present time four have paid off their entire 
issues amounting to $190,000, thirty-six have made partial re-
demptions aggregating $982,227, and ten have not retired any -
leaving forty-six banks with a total still outstanding of 
$6,605,273 par value, retirable at $7,053,841> reflecting a 
redemption premium of $448,568. 

PHILADELPHIA 

West Central New Jersey 

An increase in deposits of about $2,500,000 is chiefly 
responsible for an increase since April, 1938, of $2,775,000 in 
resources and liabilities of all banks in the area. The-greater 
portion of the deposit increase is in demand accounts at the larger 
institutions, representing increased balances of corporations and 
public agencies. 

Interest rates paid on time and savings accounts are as 
follows: 

1 bank pays 2 per cent on the first $1,000 and 1 per cent on 
all sums in excess of that figure. 

3 banks pay 2 per cent on the first $5,000 and lg per cent 
on all sums in excess of that figure. 

1 bank pays 2 per cent on the first $5,000, lg per cent on 
the second $5,000, and 1 per cent on all sums in excess 
of $10,000. 

35 banks pay 2 per cent. 
18 banks pay 1? per cent. 
3 banks pay If per cent on the first $5,000, 1 per cent on 

the second $5,000, and § per cent on all sums in excess 
of $10,000. 

6 banks pay 1 per cent. 

The smaller banks, most of which are located in farming or 
residential communities, have been able to maintain the 6 per cent 
loaning rate but at the larger banks rates vaiy, good business loans 
commanding rates considerably below 6 per cent. Mortgage money is 
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available at 5 per cent at a number of banks and several of these 
banks are granting F. H. A. mortgages. Many of the banks in this 
area have gone quite extensively into the granting of consumer 
credit, personal loans, and automobile finance loans and report a 
satisfactory experience to date. Demand for other types of credit 
is extremely light and bank earnings are affected accordingly. In 
addition to the earnings problem, bankers are concerned chiefly 
with the possibility of lower bond prices and their effect upon 
banks' capital structures. Depreciation exists at a majority of 
the banks and at many presents the major problem. There were 
also several institutions which reported sizable appreciation. 

The cashier of a national bank with deposits of about 
$1,400,000 said that he is sick of criticism by the examiner, that 
his aim now is to get all loans liquidated and sit with the cash 
and let the authorities "cuss and damn" because the bank has no 
earnings. The majority of loans in the bank are predicated upon 
real estate and are affected by the reduced activity of the large 
industry on which the town depends. A large corporation is inter-
ested in the bank and no doubt would see to it that it stays in 
operation. 

The cashier of another national bank, the deposits of 
which total about $600,000, complained about the activities of a 
local Federal Savings and Loan Association. There are five build-
ing and loan associations operating in this town and the Federal 
Savings and Loan Association referred to is a conversion of the 
building and loan operated fcy the cashier of the bank which the 
subject institution succeeded. The officer interviewed objected 
principally to the use of the word "deposits" in advertising, to 
the active solicitation of accounts, and also to the fact that any 
amount may be deposited at any time. 

At the largest national bank in Trenton the executive vice 
president spoke very highly of the savings and convenience to them 
of the use of armored car in making shipments of coin and currency 
to and from the banks of that city and the Reserve bank. Several 
other bankers also commented favorably upon this service. This 
means of transportation was adopted about six months ago and at 
present 26 banks located in 9 cities and towns are being served in 
this manner at a reduction in cost to the Reserve bank. 

A number of member banks were interested in forwarding 
checks to us and were glad to learn that it can no.w be done with but 
two sorts. However, many are not availing themselves of this ser-
vice as they do not wish to keep a record of deferred items. In 
view of the large amounts of uninvested funds today these bankers 
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are disposed to let the correspondent banks do the work of sorting 
checks and keeping the record of availability dates. 

CLEVELAND 

During the month special visits were made to a few banks, 
located close to metropolitan centers, whose checks have been col-
lected through their correspondent banks in such centers, with a 
view to securing the consent of the bank and the correspondent bank 
to direct collection of such items in order to facilitate the prompt 
return of unpaid checks. In every instance where the subject had 
been discussed with officers in authority such arrangements have 
been made. There is also a possibility that one of the two nonpar 
banks in the district may consent to our par remittance agreement. 

In visits to two nonmember banks the subject of membership 
in the System was brought up by the officers of those institutions. 
One of them stated that for more than fifty years they had had four 
correspondent banks and did not know whether membership in the Sys-
tem would mean anything more than another correspondent and another 
account to reconcile. Another bank indicated that under State super-
vision he "operated pretty much as he pleased" and that his hesitancy 
in filing application was because as a member bank he would have too 
many laws and regulations to consider. 

In the light burley tobacco-growing region of Kentucky 
deposit accounts are being withdrawn much earlier than is usually 
the case. The crop of light burley which, shortly before maturity 
gave promise of being unusually high quality turned out to be lighter 
in weight than was expected, and the price was well below the 
anticipated return. 

Not only are deposits being withdrawn contraseasonally 
but liquidation of loans was not accomplished to the usual extent. 
This is particularly serious in the case of tenant farmers, who 
ordinarily have no collateral and. whose credit standing will not 
permit them to borrow bank funds through another growing season. 

Occasionally complaints are heard of the disadvantage at 
which national banks are placed in competition with State nonmember 
banks by reason of governmental restrictions surrounding the activi-
ties of the former type of institution. 

Despite the experience of many banks in sharply increasing 
loan totals following the reductions in rates of interest charged, 
'many banks are still adhering to the time-honored six per cent rate. 
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One large bank in an important industrial center in Kentucky reports 
that rather than make a concession in rate they refer borrowers to 
their city correspondents. Their argument is that to make conces-
sions on the six per cent rate would "demoralize other borrowers." 

There has been introduced in the Ohio Legislature a bill 
providing for the establishment by banks of branches in counties 
contiguous to that in which the main office is located. In a ref-
erendum conducted by the Ohio Bankers Association five hundred and 
ten voted against approval and ninety voted favorably. 

To make effective the amendment to the State constitution 
which was ratified at last Fall's election, legislation eliminating 
the so-called double liability on bank stock has been passed by the 
West Virginia legislature and the bill is now in the hands of the 
Governor for signature. 

RICHMOND 

Harford and Cecil Counties. Maryland 

Some Maryland banks have had unfortunate experience with 
corporate issues and are reluctant to buy them now. The excess of 
their yield over Federal, state, and municipal issues is not con-
sidered sufficient to offset the additional risk. Nevertheless, 
some banks are considering corporate issues once more. 

Banks in this section are feeling the impact of competi-
tion from banks in larger centers and attribute some of their prob-
lems to the drift of business to these larger centers. This 
competition has also influenced these banks to lower their lending 
rate, since outside banks and individuals have been active in 
soliciting real estate mortgage loans which formerly were made 
almost exclusively by local banks. 

Vegetable canners, in the vicinity of Aberdeen, have 
been confronted with prices much below the costs of production. 
Hence, sales are made only because of pressure for cash. These 
costs have been increased in part because the burden of carrying 
stocks has been shifted from the jobber to the packer. Thus, the 
packer has been compelled to face the problem of financing his 
stock and to this end he has turned to warehousemen. The latter 
are not handicapped, as are the banks, by restrictions upon the 
amount that may be loaned to one interest. 
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Notwithstanding occasional complaints, it appears that 
banks in this region have realized good results in terms of earn-
ings. The enforced resort to investment in bonds of low yield 
has undoubtedly reduced earnings, but it is admitted that it has 
also reduced losses. While maintaining the rate on deposits at 
two per cent, banks have developed service charges. A revised 
schedule of these will soon be established whereby each depositor 
will be entitled to one free check for each $10 of average bal-
ance, with a charge of four cents for each check in excess of the 
number so limited. 

Eastern Central South Carolina 

There is almost no complaint among banks in this section 
because of competition with Production Credit Associations. Indeed, 
most bankers consider these associations to be beneficial, since 
many farmers would be deprived of their only source of credit but 
for them. Crop loans made by banks rest chiefly upon the value 
of the borrower's livestock and his general credit record rather 
than upon tobacco and cotton acreage. However, such loans will 
usually average from $50 to $55 per acre for tobacco and from $15 
to $20 per acre for cotton. The experience of banks with the 1938 
crop loans was satisfactory, since the loan rate is usually seven 
per cent and collections have been good. It is believed that de-
mand for production loans will be greater this year than last, but 
some banks will shorten their commitments because prospects are 
not considered as good as they were last year. 

As for loans under commitments from the Commodity Credit 
Corporation, the volume has seriously declined and this is attrib-
uted to excessive regulations, one of which requires cotton to be 
graded by samples submitted to Federal graders in Columbia or 
Charleston. In some cases farmers have sold rather than stored 
and borrowed on their cotton because of objection to the regula-
tions . 

The chief disturbing factor in the agricultural outlook 
is the absence of crop control for tobacco. It is generally be-
lieved that there will be an increased production among small 
planters and, in consequence, it is believed that the price will 
drop. As to the extent of the probable drop, there is naturally 
some difference of opinion, but it is widely believed that the 
price will not average above 15 cents a pound as against better 
than 20 cents in 1938. 

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



9 R-428-a 

ATLANTA 

Louisiana 

Visits were made to banks located in an agricultural section 
of the State, the principal crops being rice, sugar cane, cotton and 
sweet potatoes* Prices received by the farmers for last year's crops 
were not sufficiently high to yield the usual margin of profit. It 
was reported that some farmers sold their rice at $2.25 per barrel, and 
benefit payments will increase the return per barrel to about $2.55. It 
was stated that a yield of approximately $3.00 per barrel is necessary 
to assure the farmer a profit. The present market for rice is $2.65 per 
barrel. 

It was reported that sugar cane brought as little as $2.50 per 
ton, and that even with benefit payments of approximately 84 cents per 
ton there was no profit for the grower. It is estimated that the farmer 
should receive $3.50 per ton, or better, in order to make a profit. 

Eight per cent is the prevailing rate of interest on loans. 
The president of one of the banks visited expressed the opinion that this 
rate was too high, but stated that his directors would not agree to a re-
duction. Most of the banks pay two per cent interest on savings deposits, 
but attempt is made to limit each account to $5,000. 

The officers of the banks visited stated that 1938 had been a 
very good year. The bankers are looking forward to still better results 
in 1939, provided that farmers are able to obtain prices for their crops 
in excess of production costs. One or two bankers expressed concern 
over the fact that the farmer is not making a margin of profit sufficient 
to enable him to purchase farm machinery and other necessary equipment. 
It was pointed out that were it nob for the income the farmer is receiving 
from the sale of cattle, hogs and sheep, he would not be able to show any 
profit on his operations. 

The bankers interviewed were generally agreed that Governmental 
lending agencies are not competing with the banks in the making of loans. 
On the contrary, it was felt that these agencies are rendering a distinct 
service to borrowers who are not in position to obtain loans from banks. 

Visits were made also to a number of banks located in the 
Parishes of Iberville, Ascension, and Lafourche. The majority of these 
banks are dependent to a very large extent upon bond investments and ser-
vice charges as sources of revenue. The chief problem of the banks in 
this territory appears to be the absence of demand for loans# 

Considerable interest is being shown in oil development in this 
section, and it is believed that activity in this industry will play a 
major part in the future development of business for the banks. 
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No complaints or suggestions regarding the services per-
formed by the Federal Reserve Bank were offered. The desire on the 
part of nonmember banks to collect exchange continues to be the prin-
cipal deterrent to membership in the System. 

CHICAGO 

Representatives from this bank attended the meeting of the 
Fayette County Bankers Association at West Union, Iowa, and the annual 
meeting of Group #11 of the Iowa Bankers Association g.t Burlington, 
Iowa, during February. At the West Union meeting, one of the topics 
discussed referred to the banking bill which has been presented in the 
State legislature and which, if enacted, would merge the banking de-
partment with other State departments. At Burlington, most of the 
bankers appeared to be in a good frame of mind, objecting of course 
to competition from Government agencies and the low yield on invest-
ment securities. A number of them reported a small increase in demand 
for loans which, together with service charges now quite generally es-
tablished, resulted in a fair operating profit for the year 1938. The 
association went on record as opposing compulsory membership in the 
Federal Reserve System, but some of the speakers intimated that the 
State association would support a bill that would give National banks 
the same privileges with respect to the operation of branches and of-
fices as are now enjoyed by State nonmember banks. 

Many banks in the district are continuing, as heretofore, to 
increase their holdings of F.H.A. and personal loans and loans on ac-
counts receivable, apparently believing that it will be necessary to 
depend more and more on the financing of consumers' credit and the mak-
ing of real estate loans to employ their funds. Banks also continue to 
dispose of their corporate bonds and to buy Governments. Several banks 
that have been operating unprofitable trust departments are considering 
the surrender of their rights to exercise trust powers. There is ap-
parently more disposition on the part of supervisory authorities to en-
courage whenever possible the consolidation of banks in localities where 
there is an overbanked situation. 

* ^tate Banking Department of Michigan has agreed to use for 
its next call date the Federal Reserve Report of Condition form, includ-
ing the publisher's copy. These are being sent to the department which 
_ill forward them to the various State banks. In cooperation with the 
,,iilnQiSK^J?Cerf Association, this bank is preparing call statement fig-
ures of National banks located in that part of the Seventh District in 
Illinois. It has also recently completed an analysis of average annual 
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for the confidential use of those interested. During the month, two 
State banks were admitted to membership. Five applications for mem-
bership are now pending. One member and two nonmember State banks in 
Illinois have filed applications to convert to National associations. 

The Board's annual statement has apparently created consid-
erable interest on the part of member banks, and a number of compli-
mentary comments have been made. 

ST. LOUIS 

Agriculture 

The Arkansas territory visited is largely agricultural, the 
principal crops being cotton, rice, corn and other forage crops. There 
are also a number of industries, one of the most important being lum-
bering. The trend among farmers during the past several years has been 
in the direction of diversification, and their efforts have met with 
good results. There has been a notable growth in livestock raising, 
particularly since the cotton acreage was cut by the Government's agri-
cultural program. Bankers are doing much to encourage breeding of 
higher grade cattle and hogs. On the land taken out of cotton, farmers 
are producing food and forage crops. 

The rice crop last year was slightly smaller than in 1937, 
and due to low price at time of harvest, much rice was retained by 
farmers. Only recently have they been moving their grain to the mills. 
Prices for the better grades range from 70 cents to 75 cents per bushel, 
at which levels there is a moderate profit for the producers. 

Similar conditions obtain with reference to cotton. An un-
usually large part of the 1938 crop has gone into the Government loan. 
Recent improvement in price has not been sufficient to result in a 
heavy movement to markets. The open fall and early winter permitted 
of almost uninterrupted field work, and soil preparation is generally 
further advanced than is ordinarily the case at this time of year. 

The Federal Government is going in for considerable resettle-
ment projects. North of McGehee, Ark*, it has colonized 52 negro fam-
ilies, each being allotted 50 acres of tillable land and furnished with 
necessary farming equipment. Bankers and businessmen in the community 
are dubious as to the success of the project. 

In Mississippi counties visited cotton is the principal pro-
duction, and conditions are similar to those existing in Arkansas. 

In the area visited in Illinois wheat is the principal crop. 
The condition of the growing plant has been much improved by moisture 
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in recent weeks and the average is considerably above that on December 
1. The area is within the St. Louis milk shed and large quantities of 
whole milk are sold to the St. Louis dairies. 

Commercial Banking 

Throughout the territory visited bankers complained of slack 
demand for money. Demand for production loans has not yet developed 
in volume, but bankers are generally of the opinion that such require-
ments this season will be greater than in 1938. 

Dfemand for funds to finance the purchase, conditioning and 
marketing of livestock is active. There is also a fair inquiry for 
building and real estate loans, mainly under Federal Housing Act. In-
terest charged on customer loans ranges from 5 1/2 to 10 per cent, with 
the major figure of the range being common with small Arkansas banks. 
Additional complaints were heard of competition from the Production 
Credit Corporation and other Governmental agencies* 

In Arkansas a relatively small portion of deposits are sub-
ject to interest, whereas in Illinois it is a fairly general practice 
to pay interest on time deposits. Rates paid range from 1 1/2 to 2 1/2 
per cent. Several banks have lowered the amount of interest bearing 
deposits they will take from any single individual. 

Other Comments 

The president of an Arkansas nonmember is very optimistic 
concerning the future of country banks. His bank plays an important 
part in the development of a better farming program. Farmers are 
being encouraged to increase their herds of beef and dairy cattle and 
advances are being made to those seeking accommodations for this pur-
pose, The bank's earnings for 1938 were far greater than for any of 
the previous five years. Another Arkansas nonmember officer is not 
very optimistic about the future prospects for the country bank in the 
south. He stated that banks can not exist without loans and most 
bankers are reluctant to make loans for fear of criticism by the exam-
iners. 

MINNEAPOLIS 

On February 21-22, 1939, Group One of the Wisconsin Bankers 
Association held its annual meeting in St. Paul, Minnesota, This group 
comprises banks in the Northwestern Section of the State of Wisconsin. 
Approximately 400 bankers were registered. 
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Montfort Jones, Professor of Economics of the University of 
Pittsburgh, Pittsburgh, Pennsylvania, and a faculty member of the 
American Institute of Banking, Graduate School of Banking, was the 
luncheon speaker. His subject was "Recent Developments in Money and 
Credit." Mr, Jones directed the attention of those present to the 
wide influence now exercised by the Treasury Department over the bank-
ing system of the United States; an influence, which he said, "is more 
powerful than that of the Federal Reserve System"; corroborating his 
statement by the excerpts from the 1938 Annual Report of the Board of 
Governors of the Federal Reserve System. 

Incidentally, this report has aroused favorable comment by 
both the member and nonmember banks. Bankers at the meetings expressed 
the opinion that the action of the Board in distributing this booklet 
has been an excellent Federal Reserve System public relations activity. 

Among the comments made was a remark by the president of a 
large nonmember bank in Western Wisconsin, that he had just completed 
reading the reprint of the first part of the 1938 annual report, and 
that he considered it one of the most important documents ever issued 
by the Board of Governors and was pleased with the grasp displayed in 
it of the problems of the country banker. 

Also, a banker in the Twin Cities said that he had read the 
report, and he expressed gratification at the recognition being given 
by the present Board of Governors to the non-par banks' point of view 
toward Federal Reserve membership. 

The program that we have instituted within the past few 
years of having our bank officers call on every member and non-member 
bank in the Ninth District once a year has apparently built up a 
friendlier, closer relationship, so that now when out-of-town bankers 
visit the Twin Cities, they make it a point of coming to see us. This 
is in marked contrast to former years when only a handful of bankers 
took the time or trouble to call at the bank. 

On February 10 of this year, there was mailed to all the mem-
ber banks in our district the study of bank "operating ratios" for our 
district for the year 1938. From the comments received, it is obvious 
that the bankers are making good use of this material. Several have 
written in requesting additional copies for their directors and further 
interpretations of the ratios in order that they might measure the 
operations of their banks against the average for the group in which 
they happen to fall. They say it was particularly valuable because of 
the fact that the study was received shortly after the end of the year, 
thereby enabling them to give consideration to changes which would af-
fect their 1939 operations. 
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The banks, as a whole, enjoyed satisfactory earnings for 
1938. As one banker remarked, the banks have no occasion to complain, 
for even in face of low interest rates, bank earnings far exceed the 
earnings of non-banking corporations. 

Our second Federal Reserve Member Bank Conference will be 
held on March 25. 

KANSAS CITY 

An unusually large number of bank visits were made in Febru-
ary in western and southwestern Oklahoma. It is reported that farmers 
in that region are raising more wheat and less cotton. In particular, 
banks are urging farmers to turn away from cotton and raise more cattle, 
sheep, and hogs. The recent favorable experience with livestock, as 
contrasted with that of cotton, is giving impetus to this movement. It 
is reported that there is a tendency among farmers to sell cotton rather 
than place a loan on it. 

Favorable reports regarding livestock continue to come in. 
Feed is cheap and the pastures and ranges are in good shape after years 
of drouth, Out of this situation has come an active demand for stock 
cattle. One banker reported a full purchase price loan amounting to 
#1,600 which he made four months ago to a farmer to buy cattle, After 
feeding for 108 days these cattle were sold for #2,500. Another banker 
cited a loan he had made to a farmer amounting to $3,100 to purchase 
1,200 head of lambs. After 80 days the farmer sold 500 of these lambs 
for $3,400* netting $300 and 700 lambs in the transaction. Another 
bank customer recently bought cattle and, after 60 days on pasture and 
cheap feed, sold them at a net profit of $12 a head. Profitable oper-
ations such as these create an active demand for livestock loans. 

Many banks are somewhat uneasy, however, about cattle prices. 
The margin between stock and fat cattle is regarded as too narrow and 
the recent weakness in the price of fat cattle has convinced many 
bankers that the price of stocker and feeder animals will be revised 
downward "before long. 

Considerable variation was found regarding deposits and loans. 
In regions predominantly interested in livestock, many banks report 
they have all the loans they want while banks in other regions are 
greatly dissatisfied. In some cases deposits are declining while in 
others they appear to be on the increase. The deposits and loans of 
banks whose customers are heavily involved in livestock naturally fluc-
tuate because of buying and selling operations. 
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Only a limited amount of adverse criticism was found of 
Production Credit Associations. A few banks reported these associa-
tions do not interfere with their operations as they make loans of a 
type banks do not wish. In fact, one Kansas banker said he was in-
clined to look upon these Credit Associations as an outlet for the 
demand for border line loans. 

There is a good deal of complaint from country banks re-
garding the indebtedness of farmers for tractors and other implements. 
The belief is expressed that there is a very noticeable trend toward 
horse and mule farming in some communities and that another season 
will see a considerable increase in the number of colts. 

Heavy recent snows in many parts of the District have greatly 
improved the wheat outlook where wheat was alive. But there is a great 
amount of wheat in bad shape and Government insurance agents are al-
ready adjusting losses on insured fields in order that farmers can 
turn the land to other uses. 

One bank with twelve years' experience with automobile paper 
reports it has had practically no losses in that time and that such 
loans have been profitable. A Kansas banker, who has $85,000 in auto-
mobile loans, says his bank has repossessed only two cars in the last 
two years. He is enthusiastic regarding the safety and profitableness 
of such loans. Banks that specialize in oil paper report increasing 
difficulty with such loans. The present oil proration is only a frac-
tion of potential production and on such a restricted basis of produc-
tion it is very difficult to make loans with any assurance of their 
repayment or substantial reduction within a two-year period. 

The insurance of bank deposits is keeping quite a number of 
eligible State banks in Kansas out of the Federal Reserve System. There 
is an unusual amount of bitter feeling among Kansas State banks in re-
gard to bank deposit guaranty. 

A number of bankers seem to be greatly heartened over what 
they have some reason to believe is a new trend in national affairs. 
The present spirit of cooperation with business in an endeavor to bring 
about business recovery is commented upon favorably. 

DALLAS 

Membership Prospects 

For some reason there appears to be an unusual degree of in-
terest at this time among the nonmember banks of the district in the 
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matter of Federal Reserve membership. Three such institutions, includ-
ing a large city bank, were recently admitted to membership, and another 
application is in process of being filed. In addition, inquiries on 
the subject have been received in recent months from several other non-
members in various parts of the district. The reasons for this mani-
festation of increased interest in membership are not altogether clear. 
In the case of the larger banks there is doubtless some thought being 
given to the subject by reason of the approaching "deadline" in 1942, 
while in the case of many of the smaller banks it is possible that the 
mounting demand for agricultural credit has clothed the rediscount fa-
cilities of the System with a growing appeal, particularly in respect 
to country banks which are anxious to recapture some of the business 
they have lost in recent years to various Federal lending agencies. 

Lower Rio Grande Valley 

Six member banks in Lower Rio Grande Valley of Texas reported 
a very slack demand for credit. Some of them are making a few loans un-
der Title I and Title II of the National Housing Act. Three of the 
banks reported they had disposed of their long-term Government bonds 
and were undecided as to making further investments in such issues. 

The Valley's citrus crop this year is the largest in its his-
tory and prices are most unfavorable. Current sales at an average of 
$10 per ton leave the growers no profit. Production is estimated at 
40,000 carloads, and only about a third of the crop has been marketed. 

Southwest Texas 

In this area the production of livestock - principally sheep, 
goats and cattle - is the principal industry, although cotton and other 
agricultural products are important. Both the physical condition of 
livestock and their ranges, and the current market prices of wool, mo-
hair, sheep and cattle are unusually favorable. 

The recent construction and licensing of a number of Federal 
bonded warehouses in the counties visited by our officers have enabled 
wool growers to improve and stabilize their position by marketing their 
product gradually throughout the year, instead of selling their wool 
hurriedly after each clip. The visited banks reported that there are 
more buyers than sellers in the local wool centers and that the pro-
ducers are enjoying an exceptional era of prosperity as a result of the 
strong and active demand for their product. 

Generally speaking the banks reported a gradually increasing 
demand for credit, and in some cases it will be necessary for them to 
use the rediscount facilities of the reserve bank to take care of the 
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needs of agriculture, particularly those growing out of the feeding of 
cattle for the market. The number of feeders is steadily increasing in 
this section of Texas, due in part to the growing popularity and suc-
cess of trench silos. 

The attitude of the farmers toward the Government's A.A.A. 
program has undergone a marked change since the first of the year, when 
the flow of Government checks for their 1938 operations began to make 
itself felt. Toward the close of 1938 the farmers were openly rebel-
lious over the Government's crop control program, but it is now esti-
mated that more than ninety per cent of those who are still farming 
have been won over to active support of the program. The banks insist, 
however, that the program is gradually driving many tenant farmers from 
the farms to the cities* 

Bank earnings in 1938, as a general rule, were quite satis-
factory throughout Southwest Texas. Little complaint is heard in re-
gard to the competitive activities of Federal agencies. 

Rome concern was expressed by the visited bankers as to the 
ability of the cattle market to maintain present high price levels. 

Investment portfolios of member banks do not appear to be 
presenting problems of any importance. The demand for loans is pro-
viding the banks in most instances with sufficient employment for their 
funds to meet their requirements for earnings. Some of the banks have 
recently disposed of their long-term Governments at a profit. A sig-
nificant development in this connection is the fact that a number of 
the banks in the visited area have adopted the policy of purchasing a 
certain amount of United States savings bonds annually for the period 
of the next several years. 

General economic conditions in Southwest Texas were found to 
be exceptionally good, except in the few communities which are strictly 
dependent upon cotton. 

SAN FRANCISCO 

San Diego and vicinity 

Conditions in San Diego are described as fair only. The tour-
ist crop, both last summer and this winter, fell far short of expecta-
tions, with tourists exhibiting an economical trend. This had quite an 
effect on the hotels and restaurants, as well as the retail trade. 
Opinion is expressed that tourists have been delaying their trips, await-
ing the opening of the San Francisco and New York Fairs, 
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The fishing and. fish packing industry, one of the sources 
of substantial revenue for San Diego, was seriously affected by.a pro-
longed strike during the last year. The airplane industry has en-
countered a lull, with greatly reduced payrolls. The United States 
Fleet, with a personnel of around 25,000 men and monthly expenditures 
of probably $3,000,000 left the first of the year for the Atlantic Sea-
board. These happenings have naturally reduced income and purchasing 
power, and affected retail trade and housing operations in the community. 

On the other hand, rather extensive United States Government 
reclamation and dredging operations in the harbor, and additions, al-
terations, etc., to naval shore units, such as the Naval Hospital, 
Destroyer Base, Marine Corps Base, Naval Air Station, and others, have 
served in some measure to offset the unfavorable factors previously 
cited. It is estimated that several million dollars will be spent dur-
ing 1939 in projects of this nature. 

Housing operations during 1938 totaled $11,009,000, as 
against $8,223,000 in 1937. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

FEBRUARY - 1959 

Federal 
Reserve Visits to Banks Meetin gs attended Addresses made 
Bank Member Nonmember Total Number 1 Attendance Number Attendance 

Boston 1/5 979 
New York 70 58 128 9 5,529 2/3 50 
Philadelphia 55 13 68 5 2,650 1 150 
Cleveland 106 29 135 3 2,722 — 

Richmond 30 16 46 8 5,680 3/6 235 
Atlanta 5 8 13 — — 

3/6 
• 1 11 

Chicago 1 7 8 4 1,490 2 55 
St. Louis 21 78 99 2 1,500 2/5 15 

Minneapolis 27 10 37 1,42 3,623 2/15 5,067 
Kansas City 50 57 107 6 1,615 3/7 115 
Dallas 30 2 32 8 5,650 1 4/ 
San Francisco 24 4 28 12 937 1/2 27 

1/ Including one broadcast. 
2/ Including two broadcasts. 
S/ Including three broadcasts 
4/ Attendance not reported 
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