
BOARD OF GOVERNORS R-378 

A 
» 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

O F T H E 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

1 

January 4, 1959 

CONFIDENTIAL 

Dear Sir: 

For the confidential information of your 

bank pending publication of the Annual Report of 

the Board of Governors of the Federal Reserve 

System, there is inclosed with this letter a copy 

of the recommendations of the Federal Advisory 

Council to the Board of Governors of the Federal 

Reserve System during the year 1958. 

Very truly yours 

-typLtJZh b^crvuty 
Chester Morrill 

Secretary. 

Inclosures. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-378-a 

RECOMMENDATION OF THE FEDERAL ADVISORY COUNCIL TO 
THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 

May 17, 1958. 

TOPIC: Unification of Bank Examinations. 

RECOMMENDATION: The Federal Advisory Council has given careful 
consideration to the views of the Boerd of Governors of the Federal 
Reserve System on the subject of the classification of loans in reports 
of bank examiners and the treatment of investment portfolios in such 
reports. 

It is the sense of the Council that the general plan as to the 
classification of loans which is now followed should be continued; that 
the heading "slow" should be altered, but that in Column 1 there should 
be brought together loans not presently considered doubtful or losses, 
but of a type which a bank would not end should not currently make, and 
that the total of such loans should be brought together in the Recapitu-
lation Sheet. "Doubtful" and "Loss" columns should be continued as at 
present. 

The Council also believes that the entire investment portfolio 
of all banks should be listed, priced, and totaled and that this infor-
mation is necessary if the directors of banks generally are to have an 
adequate picture of the banks' condition. This is particularly true 
since at the present time the investment portfolio of the average bank 
represents a large percentage of its total assets. 

The Council also feels that the difference between market value 
and carrying value in the case of all defaulted bonds, stocks, and non-
defaulted bonds of low grade should be set up ss loss or doubtful. 
Unless the market value of the total investment portfolio is in excess 
of carrying value, the bank should be required either to set up ade-
quate reserves to cover depreciation on such items, or to charge it off. 

The Council does not believe that market depreciation in securi-
ties of high grade should be set up as "loss" or "doubtful" by the ex-
eminers. It does believe, however, that where such market depreciation 
exists, that unless the total market value of the investment portfolio 
is in excess of its carrying velue, the examiners should use their in-
fluence to have the benk set up reserves sufficient to bring the carry-
ing value of the investment portfolio down to at least market value. 
The bank should be given amply reasonable time to create such reserves. 

The Council believes thet the Comptroller's regulations regard-
ing marketability and character of investment securities which e bank 
can purchase should be liberalized end thet ell reference to classifi-
cation by manuals should be omitted therefrom. 
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The Council would further favor an amendment of the law so as to 
remove the requirement of marketability from investment securities which 
a bank could purchase. The Council believes that the examiners could 
and should see that banks in making investments do not acquire an undue 
percentage of non-marketable investments in relation to their total as-
sets and capital funds. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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RECOMMENDATIONS OF THE FEDERAL ADVISORY COUNCIL TO 
THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 

November 29, 1938. 

TOPIC No. 1. Services to Member Banks. 

RECOMMENDATION: In answer to a request made by the Board of Gov-
ernors of the Federal Reserve System at its meeting with the Federal 
Advisory Council on Februaiy 15, 1938, the Federal Advisory Council, 
under date of May 17, 1938, presented a report on "How Can the Federal 
Reserve System Increase the Value or Scope of its Services to Member 
Banks in Practicable or Desirable Ways?" The survey in question was 
a compilation based on material furnished by the member banks of the 
Federal Reserve System. 

Subsequently, the Secretary of the Board of Governors in a letter, 
dated August 3, 1938, requested the Council to state its own views in 
respect to the problems discussed in the report of May 17, 1938. In 
answer to this inquiry, the Council submits the following statement. 

The Federal Advisory Council has divided the subject under discus-
sion into two parts: 

(a) Subjects dealing with the mechanical services of the 
Federal Reserve System, and 

(b) Policies which affect the member banks. 

As regards mechanical services, the Council has the following 
suggestions to make: 

(1) It would seem desirable to the Council that the closing 
hour of each Federal Reserve Bank be extended in accord-
ance with the need of each district. 

(2) The Council suggests the elimination of the present re-
quirement of the sorting and distribution of items 
offered for credit. 

(3) It would seem desirable to expand the use of the air mail. 

(4) It would be helpful if the return of unpaid items take 
place more quickly than at present. 

In respect to more general policies, the Council offers the follow-
ing suggestions: 

(l) That the Board be requested to continue its efforts to 
bring about greater uniformity in examinations and in 
the forms of the reports required. 
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(2) That the Federal Reserve Banks be allowed to exercise 
more autonomy in their respective districts. 

(3) That the Board encourage and foster more frequent con-
tacts on the part of the officials of regional banks 
with member banks and to that end stockholders' meet-
ings be held in each Federal Reserve district. The 
Council does not believe it necessary that the arrange-
ments for such meetings be the same in each district. 

(4) That the Board of Governors attempt classification and 
simplification of the rules and regulations issued by 
it. 

TOPIC No. 2. Assignment of Claims on the United States. 

RECOMMENDATION: The Federal Advisory Council requests the Board 
of Governors of the Federal Reserve System to recommend to the proper 
authorities an amendment to that part of section 3477 of the Revised 
Statutes of the United States which is Title 31 U.S.C.A., Sec. 203, 
which makes null and void all transfers and assignments of any claims 
on the United States. The amendment should permit the assignment of 
claims where legitimate credit has been extended, excepting in those 
cases where claims arise in consequence of torts, tax refunds, or the 
like. 
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R-379 

Press Statement 
BOARD OF GOVERNORS 

OF THE 
FEDERAL RESERVE SYSTEM 

For Immediate 
Release 

January 5> 1939 

Preliminary figures received by the Board of Governors from 

the Federal Reserve banks indicate that current earnings of the 

Federal Reserve banks during 1938 amounted to $36,261,000, or $4,972,000 

less than in 1937, while current expenses were $28,912,000, or $111,000 

more than the previous year# Current net earnings for 1938 were 

$7,350,000 as compared with $12,433,000 in 1937. 

Additions to current net earnings amounted to $9,833,000 and 

consisted chiefly of profits realized on the sale of United States 

Government securities* Deductions from current net earnings of 

$7,601,000 include prior service contributions to the Retirement 

System and special charge-offs and additions to reserves. Making these 

additions to and deductions from current net earnings leaves net 

earnings for the year available for dividends, surplus, etc., in the 

amount of $9,582,000, as compared with $10,801,000 for 1937, The 

net earnings for 1938 were distributed as follows« Dividends to 

member banks ~ $8,019,000j payments to Treasury of the United States 

under provisions of Section 13b of the Federal Reserve Act relating 

to industrial advances — $120,000; net additions to surplus accounts -

$1,443,000. 
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BOARD OF GOVERNORS 7 
FEDERAL RESERVE SYSTEM 

W A S H I N G T O N 

O F T H E 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 6, 1939 
R-380 

Dear Sir: 

Referring to the Board's letter R-164 of January 13, 1938, 

there are inclosed 25 copies of the list of nonmember banks that 

have in force agreements with the Board pursuant to the provisions 

of Section 8(a) of the Securities Exchange Act of 1934, as revised 

to include changes reported to the Board through December 31, 1938. 

showing banks which were included in the corresponding list dated 

December 31, 1937 and which have changed their names or are no 

longer in operation as nonmember banks. 

There is also inclosed, for your information, a statement 

Very truly yours 

L. P. Bethea, 
Assistant Secretary. 

Inclosures 

> TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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LIST OF NONMEMBER BANKB THIGH HAVE IK FORCE AGREEMENTS FILED WITH 
THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE S'STEM PURSUANT TO 

THE PROVISIOilS OF SECTION 8(a) OF THE SECURITIES EXCHANGE ACT OF 1934 

(Does not contain nanes of banks which are no longer in operation 
as nonnenbcr banks# If none of bank has been changed since the 
agreement was filed, only the current nane is listed) 

Nornember Banks with Principal Places of Business in the United States 

California 

Anaheim 
Oakland 
Patterson 
San Diego 
San Francisco 
n ti 

Stockton 

The Southern County Bank 
Central Bank 
Connercial Bank 
Son Diego Trust & Savings Bank 
Bonlc of Montreal (San Francisco) 
The Canadian Bank of Commerce (California) 
Stockton Savings and Loan Bank 

Connecticut 
Bridgeport 
Darien 
Hartford 

11 
Nevr Haven 
Stanford 

The West Side Bank 
The Hone Bank and Trust Company of Darien 
The Hartford-Connecticut Trust Company 
The Pavk Sta-eet Trust Company 
The Community Bank and Trust Company 
The Fidelity Title & Trust Company 

Delaware 
Dover 
Wilmington 

Farmers1 Bank of the State of Delaware 
Delaware Trust Company 

Idaho 
Lords ton American Bank & Tinas t Company 
Pocatello Idaho Bank and Trust Co. 

Illinois 
Chicago Banco di Napoli Trust Company of Chicago 
Oak Park Prairie State Bank 

Indiana 
English 
Jeff ersonville 

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

English State Bank 
Citizens Trust Company 
The Clark County State Bank 
The Farmers State Bank of West College 
Corner, Indiana 

Iorra 
Waterloo The Waterloo Savings Bank 
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Kentucky 
Beaver Don 
Brandenburg 
Canpbellsburg 
Carrollton 
Cave City 
Dayton 
Gravel Snitch 
Hardinsburg 
Harrodsburg 
Havre sville 
Hopkinsville 
LaGrange 
Magnolia 
Monterey 
Munfordville 
New Hope 
North Pleasureville 
Owingsville 
Pineville 
Rocky Hill 
Sadieville 
Sharpsburg 
Shelbyville 

Springfield 
Taylorsville 
Upton 

The Beaver Dan Deposit Bank 
Famer3 Deposit Bank 
United Earners Bank 
Kentucky State Bank 
The H, Y, Davis State Bank 
State Bank 
Peoples Bank 
Pamers Bank 
State Bank & Trust Co# 
Hav/esville Deposit Bank 
First- City Bank & Trust Company 
First State Bank 
Bank of Magnolia 
The First State Bank 
Hart County Deposit Bank 
The Peoples Bank 
The Central Bank 
Omng sville Banking Company 
First State Bank 
Bank of Rocky Kill 
Farriers—Deposit Bank of Sadieville 
Citizens Bank 
Bank of Shelbyville 
Citizens Bank 
The Earners and Traders Bank 
Springfield State Bank 
Peoples Bank 
The Davis Banking Company 

Maine 
Rockland 

Maryland 
Baltimore 

Knox County Trust Company 

The Equitable Trust Company 
Mercantile Trust Company of Baltimore 

Massachusetts 
Boston 
Clinton 
Lawrence 
Lynn 
North Adams 
Worcester 

Stabile Bank and Trust Company 
Clinton Trust Company 
Arlington Trust Company 
Essex Trust Company 
North Adams Trust Company 
Guaranty Bank & Trust Co, 

Michigan 
Detroit 
Hudson 

Commonwealth Bank 
Hudson State Savings Bank 

Missouri 
Kansas City 
St. Louis 

Mercantile Home Bank & Trust Company 
Mutual Bank and Trust Company 

R—380a 
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New Jersey 
Asbury Park 
Atlantic City 
Chatham 
Guttenberg 
Hammonton 
Jersey City 

it ft 

North Bergen 
Trenton 

ti 
Union City 
Woodbury 

Asbury Park and Ocean Grove Bank 
Guarantee Bank and Trust Company 
The Chatham Trust Company 
Guttenberg Bank and Trust Co, 
Peoples Bank and Trust Company 
Bessemer Trust Company 
The Trust Company of llew Jersey 
Woodcliff Trust Company 
The Trenton Banking Company 
Trenton Trust Company 
Hudson Trust Company 
Woodbury Trust Company 

New York 
Albion 
Auburn 

Berlin 
Brooklyn (New York City) 
tt 

Clarence 
Cortland 

Forest Hills(New York City) 
Hudson 
Janesto vm 
Kemore 
Medina 
Newburgh 
New York City 

n 
« 
ii 
ii 
ii 
n 
ii 
it 
n 

North Tonawanda 
Oyster Bay 
Randolph 
Riverhead, L. I, 

Marine Midland Trust Company of Albion 
Auburn Trust Company 
Wme H0 Seward & Co, 
Tacordn Valley Bank 
Citizens Bank of Brooklyn 
Kings County Trust Company 
Bank of Clarence 
The Marine Midland Trust Company of 

Cortland 
Boulevard Bank 
Hudson River Trust Company 
Union Trust Company of Jamestown, N, Y* 
State Bank of Kenmore 
Medina Trust Company 
The Columbus Trust Company 
Banc a Commerciale Italiana Trust Company 
The Bank of Athens Trust Company 
Bronx County Trust Company 
Brown Brothers Harriman & Co. 
Empire Trust Company 
Fiduciary Trust Company of New York 
Heidelbach, Ickelheimer & Co, 
Laidlaw & Company 
Savings Banks Trust Company 
Title Guarantee and Trust Company 
Underwriters Trust Company 
State Trust Company of North Tonawanda 
Oyster Bay Trust Company 
State Bank of Randolph 
Long Island State Bank & Trust Company 

Rr-380a 
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New York (Continued) 
Rochester 

n 
it 
it 

Tonawanda 
Troy 

Ohio 
Lisbon 
Milledgeville 
Ottoville 
Sandusky 
Sugarcreek 
Warren 
Youngstown 

Pennsylvania 
Abington 
Altoona 
Philadelphia 

ti 
n 
n 
tt 
it 
ii 

Pittsburgh 
Pottsville 
Prospect Park 
Rankin 

Genesee Valley Trust Co, 
Rochester Trust & Safe Deposit Company 
Security Trust Company of Rochester 
Union Trust Company of Rochester 
The First Trust Company of Tonawanda 
The Troy Trust Company 

The Firestone Bank 
The Milledgeville Bank 
The Ottoville Bank Company 
The Citizens Banking Company 
Citizens Bank 
The Union Savings & Trust Company 
The City Trust & Savings Bank 

Abington Bank & Trust Company 
The Altoona Trust Company 
Banca Commerciale Italiana Trust Company 
Land Title Bank and Trust Company 
Liberty Title and Trust Company 
Mitten Bank and Trust Company 
Northern Trust Company 
North Philadelphia Trust Company 
The Real Estate Trust Company of 
Philadelphia 

Wyoming Bank and Trust Company 
The Arsenal Bank 
Safe Deposit Bank of Pottsville 
Prospect Park State Bank 
The Rankin Bank 

Tennessee 
Covington 
Paris 

Tipton County Farmers Union Bank 
Commercial Bank & Trust Co. 

Texas 
Houston 

tt 
Guardian Trust Company Of Houston 
Houston Land & Trust Company 

Utah 
Salt Lake City 

Vermont 
Barton 
Bellows Falls 
Brattleboro 

Wisconsin 
Cudahy 
Marshfleld 

First Security Trust Company 

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

Cudahy State Bank 
Central State Bank 
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Nonnenber Banks rath Principal Places of Business in Territories, 
Insular Possessions« or Foreign Countries 

Canada 
Montreal 

M 

Toronto 

it 

Bank of Montreal (including Agencies at New 
York City, Chicago,and San Francisco) 

The Royal Bank of Canada (including Agency at 
New York City) 

The Bank of Nova Scotia (including Agencies 
at New York City, Boston, and Chicago) 

The Canadian Bank of Connerce (including 
Agencies at New York City. Portland, Ore., 
San Francisco,and Seattle; 

The Dominion Bank (including Agency at New York 
City) 

England 
London Banque Beige pour 1'Stranger (Overseas) 

Limited (including Agency at New York City) 

Hawaii 
Honolulu Bank of Hawaii 

Bishop National Bank of Hawaii at Honolulu 

Italy 
Milan Banc a Connie rci ale Italiana (including Agency 

at New York City) 

December 31, 1938 
R—380a 
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BANKS INCLUDED IN THE DECEMBER 31, 1937 LIST (R-l64a) OF BANKS WHICH HAD 
IN FORCE AGREEMENTS WITH THE BOARD PURSUANT TO THE PROVISIONS OF SECTION 

8(a) OF THE SECURITIES EXCHANGE ACT OF 1934, BUT WHICH ARE 110 LONGER 
III OPERATION AS NONMEMBER BANKS. 

New Jersey 
Atlantic City 

Clayton 

Guarantee Trust Company 
(Succeeded by Guarantee Bank and Trust 
Company on May 2, 1938) 

Clayton Title and Trust Company 
(Placed in voluntary liquidation on 
August 19, 1938) 

New York 
New York Huth & Co. 

(Placed in voluntary liquidation on 
September 8, 1938) 

BANKS INCLUDED IN THE DECEMBER 31, 1937 LIST (R-l64a) OF BANKS WHICH HAD 
IN FORCE AGREEMENTS WITH THE BOARD PURSUANT TO THE PROVISIONS OF SECTION 
8(a) OF THE SECURITIES EXCHANGE ACT OF 1934, BUT WHICH HAVE SINCE 

CHANGED THEIR NAMES. 

Michigan 
Detroit Commonwealth-Commercial State Bank 

(Name changed as of January 27, 1938 
to "Commonwealth Bank") 

Hudson Hudson State Bank 
(This bank was added to the December 
31, 1937 list by letter R-180 of 
February 4, 1938; on February 9, 1938 
it changed its name to "Hudson State 
Savings Bank") 

December 31, 1938* 
R-380b 

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



BOARD OF GOVERNORS 
R-381 1 4 O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 7, 1939. 

Dear Sir: 

There are being sent to you today under separate cover 

copies of the radio script that has been prepared at the 

request of the National Emergency Council. Copies of an ear-

lier draft were sent to all Federal Reserve banks for criticism. 

The script was revised in the light of many helpful suggestions 

that were received. 

National Emergency Council in Washington, and that agency will 

distribute copies to its local representatives throughout the 

country, who will solicit your cooperation and make all ar-

rangements for presenting the program. 

Copies of the script are today being released to the 

Very truly yours, 

Chester Morrill, 
Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

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



BOARD OF GOVERNORS R-382 

FEDERAL RESERVE SYSTEM 

January 9, 1939. 

W A S H I N G T O N 

O F T H E 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

15 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

NUBCYM - Treasury Bills to be 
dated January 11, 1S39, and to 
mature April 12, 1959. 

Very truly yours 

J. C. Hoell, 
Assistant Secretary. 
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BOARD OF GOVERNORS 1 6 
° F ™ E R SRS 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

January 1Q, 1959 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

Dear Sir: 

There are inclosed herewith copies 

of statement rendered by the Bureau of 

Engraving and Printing, covering the cost 

of preparing Federal reserve notes from 

December 1 to December 29, 1958. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

Inclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

December 1 to 29, 1958. 

Federal Reserve Notes, Series 1934. 

$10. 120 Total Sheets Amount 

Boston 66,000 12,000 78,000 $ 7,176.00 
New York 188,000 20,000 208,000 19,136.00 
Philadelphia 74,000 20,000 94,000 8,648.00 
Cleveland 50,000 19,000 69,000 6,348.00 
Richmond 44,000 22,000 66,000 6,072.00 
Atlanta 24,000 6,000 30,000 2,760.00 
Chicago 124,000 35,000 159,000 14,628.00 
St. Louis 34,000 7,000 41,000 3,772.00 
Minneapolis 19,000 6,000 25,000 2,500.00 
Kansas City 24,000 8,000 32,000 2,944.00 
Dallas 21,000 6,000 27,000 2,484.00 
San Francisco 50,000 16,000 66,000 6,072.00 

895, 

718,000 177,000 895,000 #82,340.00 

895, 000 sheets, @ 1-92.00 per M... .00 
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BOARD OF GOVERNORS 18 
FEDERAL RESERVE SYSTEM 

W A S H I N G T O N 

O F T H E 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

R-381+ 

January 12, 1959 

Dear Sir: 

Referring to our letter R-375* of December 30# 1938# 

there are being forwarded to you under separate cover 

copies of Form E, Functional Expense Report, revised to conform 

to the instructions in the revised pages of the Manual. An 

additional copy is inclosed for your information. It will be 

noted that pages 1, 2# 6# 7# 17* 18, 19# 28 and 29 have been 

revised, that a new page, numbered 22a, has been provided and 

that page 30 has been eliminated* A supply of the revised pages 

is also being sent you for substitution in the sets of the forms 

now in your possession. 

As requested in our letter R-375# reports for the last 

half of 1938 should be furnished on the revised Form E« 

Very truly yours, 

E« L. Smead# Chief, 
Division of Bank Operations# 

Inclosures 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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a****** 
BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R—385 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 14, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

NUBDAL - Treasury Bills to be 
dated Januaiy 18, 1958 j, and to 
Mature April 19^ 1939. 

Very truly yours 

J• C* Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-386 

BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

For immediate release January 16, 1939 

STATEMENT FOR THE PRESS BY CHAIRMAN ECCLES: 

"I am glad that Senator Byrd has made publie his letter and intends 

to speak on the radio and in the Senate on this all-important issue. It 

is beset by violent controversy and widespread misunderstanding. It needs 

the fullest public discussion, especially at this hour. 

"Therefore, I particularly welcome the Senator's contribution, the 

more so because it is evident from a reading of what he has had to say so 

far that he is trying to apply the economics of pioneer days or of a world 

at peace and operating on an international gold standard to the drastically 

changed conditions of the present disordered situation throughout the 

world. 

"I shall take advantage- of the first opportunity to respond to his 

latest statement both in the press and over the radio," 

\ 
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R-387 

BOARD OF GOVERNORS 21 O F T H E ; 

FEDERAL RESERVE SYSTEM 

Dear Sir: 

There is enclosed for your in-

formation a summary of the bank relations 

reports submitted by the Federal Reserve 

banks for the month of December, 1938, in 

response to the Board's letter of August 

25, 1936 (X-9680). 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 17, 1939 

L« P. Bethea, 
Assistant Secretary 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-387-a 

January 15, 1939 

To The Board of Governors Subject: Summary of Bank 
Relations Reports. 

From Mr. Hammond, Division 
of. Bank Operations 

Reports of bank relations as requested in the Board's let-
ter of August 25, 1936 (X-9680) have been received for the month of 
December 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 reports continue to reflect the concern of member banks 
with the problem of profitable operations. There is considerable 
comment upon the activities of banks in the field of mortgage loans, 
personal loans, etc. Several of the reserve banks speak of the ten-
dency of member banks to reduce the interest rates charged customers, 
but Philadelphia speaks of two banks that have found that lowering 
their rate to 5% did not produce enough business to warrant the re-
duction and contemplate returning to 6%. In general member banks 
express dissatisfaction with other than government and municipal 
bonds, but New York reports that one member bank visited holds no 
government obligations at all and that several other banks which 
are also clients of the same investment counsel hold a veiy small 
volume of governments. 

New York and Chicago report numerous complaints from small 
banks against the allotment to them of smaller amounts of the recent 
issue of governments than they subscribed to. 

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

BOSTON 

Boston made only two bank visits in December and submitted 
no detailed report thereon. 

NEW YORK 

Albany. Fulton. Hamilton. Montgomery. Rensselaer. 
Schenectady, and Schoharie Counties 

Loans and discounts aggregating $88,200,000 show a net de-
crease of $5,600,000 since last June, due largely to the maturing of 
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purchased commercial paper. Many of the bankers are trying to stimu-
late a loan demand by advertising in the newspapers, or by reducing 
the rate of interest charged. One Albany bank with collateral loans 
totaling about $>6,000,000 recently reduced its rates from 4 and 4§ 
per cent to 3 per cent, and this action was subsequently followed by 
similar rate reductions on the part of other banking institutions in 
the cities of Albany, Schenectady, and Troy. Eighteen banks now 
have an aggregate of ijpl,900,000 in personal loans. Fourteen institu-
tions have placed a total of $500,000 in home repair loans under the 
new provisions of Title I of the National Housing Act. Seventeen 
banks now hold about #4,500,000 in Federal Housing Title II mort-
gages, and one institution has granted #1,880,000 Title II mortgages 
and has sold $1,400,000 to other commercial banks in this area. 

Since early last fall, business conditions in this section 
have shown a general improvement, attributable in some degree to the 
settlement of various strikes which permitted the reopening of a 
large carpet mill and several glove manufacturing plants and tanner-
ies. Bankers report that unit sales of department and other retail 
stores have been heavier this Christmas season than last year, but 
that the dollar volume appears to be smaller due to the lower prices 
received per tinit. 

Broome. Chemung. Chenango. Cortland, Schuyler. 
Steuben. Tioga, and Tompkins Counties 

Security portfolios of the commercial banks aggregate 
$73,100,000 and continue to show an increase in the proportion of 
United States government bonds (direct or fully guaranteed) which 
now total approximately $46,650,000, or about 64 per cent, with in-
dividual bank holdings ranging as high as 95 per cent. Most of the 
bankers are following a fixed policy of selling substandard corpo-
rate issues as rapidly as is feasible and some are planning to dis-
pose eventually of all corporate bonas and retain only United States 
government, State, and municipal securities. One bank, however, 
does not hold any United States government issues in keeping with 
a policy suggested by its investment counsel, and it is also notice-
able that security portfolios of several other banks in this area 
which use this same investment service contain a relatively small 
proportion of United States government issues. 

No criticisms were made by member bankers regarding their 
relations with the Federal Reserve Bank or the policies of the Fed-
eral Reserve System. Officers of one of the larger institutions 
expressed dissatisfaction with the national bank examiner's criti-
cisms concerning the bank's management and policies. In several of 
the smaller member banks the officers were dissatisfied because of 
the small allotments received on their subscriptions for the December 
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offerings of United States government issues and one who expressed 
the view that "small institutions are being squeezed out of existence" 
has addressed a letter to the Secretary of the Treasury suggesting 
that all applications bo accompanied by an affidavit to the effect 
that the subscription is not "padded". He believes that the large 
city banks subscribe for their legal limit as a matter of course, 
which action operates to the disadvantage of the country bank that 
puts in a subscription for its actual requirements. 

Business conditions in this area have shown considerable 
improvement in recent months, largely because of an expansion in in-
dustrial activity and consequent increases in employment and payrolls. 
This is especially true in the cities of Binghamton, Johnson City, 
and Endicott, and to a lesser extent in Coming, Cortland, and 
Hornell. Elmira, however, has lagged somewhat behind and is said 
to be in need of additional manufacturing enterprises to provide 
employment for the available surplus labor. 

Middlesex County. N. J. 

Officers of banks in the larger centers report that there 
is very little demand for credit and, in several cases, that loan 
accounts including mortgages are only about one-quarter of total as-
sets. Most of these bankers express doubt that there will be any 
great increase in the demand for business loans for some time to 
come. A number of banks, however, in the smaller communities have 
experienced some recent improvement in demand for credit, mostly 
from municipalities seeking funds for relief purposes, and from 
building and loan associations. Ten commercial banks and one sav-
ings bank hold an aggregate of $2,591,000 Federal Housing Administra-
tion insured mortgages, two institutions having purchased $950,000 
of this amount from outside sources. Three banks which continue to 
grant Title II mortgages have sold an aggregate of $260,000 in order 
to reduce their portfolios, receiving a premium of 2 to 5 points 
and continuing to obtain a fee for servicing the loans. 

In the sixteen counties visited, there are 123 commercial 
banks, 79 of which have issued preferred stock, capital notes or de-
bentures aggregating $18,087,575 par value. Up to the present time 
twenty-six have paid off their entire issues amounting to $4,810,000, 
forty have made partial redemptions aggregating $5,411 ,.050 and thir-
teen have not retired any - leaving fifty-three banks with a total 
still outstanding of $9,866,523 par value, retirable at $12,071,770, 
reflecting a redemption premium of $2,205,247. 

PHILADELPHIA 

The area covered by this report comprises nearly all of 
the Pennsylvania soft coal fields lying within the Third Federal 
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Reserve District. Conditions in these fields show improvement over 
those prevailing at the time of the visits in March of this year. 
However, this improvement is not general, as in some communities 
the mines are working but one day a week as against five days at 
other mines. It was said that only the larger and stronger compan-
ies are able to meet present market prices and are doing so only 
because present conditions are believed to be temporary. 

The large shops and yards of the Pennsylvania Railroad at 
Altoona, after a period of inactivity early this year, have increased 
operations and the pay rolls now are exceeding $1,000,000 a month, a 
figure which assures good times for the section depending upon these 
yards for support. Other railroad activities have also increased 
and many of the small coal roads have recalled nearly all furloughed 
trainmen, firemen, and engineers. 

Productive activity has increased sharply since early sum-
mer, in contrast with the downward trend prevailing at the same time 
last year. Factory employment, payrolls and working time have regis-
tered substantial gains. Output of bituminous coal likewise has 
shown a rising tendency, reflecting a more active demand from in-
dustrial consumers. The value of building permits issued, however, 
has declined considerably since midsummer, although some increase in 
the volume of residential construction was reported in November. 
Business at retail stores and sales of new passenger automobiles 
have shown a marked improvement in recent months. Farm cash income 
has increased seasonally owing to larger receipts from the sale of 
crops. 

Total resources of all banks in this area are $1,700,000 
less than in March, and this decline is attributed to a drop in de-
posits resulting from poor industrial conditions earlier in the year, 
and from low prices for farm products. 

The two major problems of the banks are lessened earnings 
resulting from smaller loan portfolios, and security depreciation. 
While credit demand for real estate purposes was said to be good 
there is little increase in the number or size of requests for busi-
ness credit. An increasing number of banks are trying to bolster 
income by creating or purchasing F.H.A. mortgages and find them a 
satisfactory investment. Other institutions are granting the vari-
ous types of consumer credit, while two bankers report having built 
up a satisfactory volume of loans based on the cash surrender value 
of life insurance policies. The 6 per cent rate prevails, although 
there are numerous deviations from it depending upon the type and 
security of the loan. Two of the three banks which made a general 
reduction of the loaning rate to 5 per cent are now considering 
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returning to the 6 per cent rate, as the lower rate has seriously 
curtailed income without causing a compensating increase in loans. 

Several comments were heard on Chairman Eccles' statement 
that excess reserves of member banks Should be kept with the reserve 
banks. The tenor of the comments was that such a policy would cause 
radical changes in banking methods and would weaken or destroy the 
strong bond now existing between country banks and their city corre-
spondents. One banker stated that, while he could see no need for 
a bank clearing checks other than through the reserve banks, there 
were many ways in which the city correspondents were helpful to 
countiy banks. One other banker said that he thought some banks 
had too many correspondent accounts. A third banker, however, took 
exception to the Chairman's remarks, stating that any attempt to 
disrupt relations between country banks and city correspondents 
would be to the detriment of banking, as country banks frequently 
call upon their correspondents for service or information, which 
could not be done if there were no compensating balances with the 
city banks. This banker characterized this idea as another means 
of increasing the amount that would be available for participation 
in the System's open market operations, which would further narrow 
the investment market and increase premiums on bonds beyond their 
present high figures. 

The subject of membership was discussed with officers of 
those banks believed to be in acceptable condition but the officers' 
replies usually were to the effect that, while they appreciate what 
the reserve system has done for banking and would not want to see 
it eliminated, they have no present desire to become affiliated with 
it, as they fail to see where any material benefit would accrue to 
their institutions to offset the advantages of having a banking 
system independent of control ty the Federal government. 

CLEVELAND 

The increase in industrial activity has engendered a some-
what better feeling among bankers although it is still recognized 
that many problems remain to be solved. Some banks report increased 
activity in the commercial loan field but on the whole a greater 
volume of credit seems to have been retired during the past six 
months than has been newly granted. 

There continue to be complaints concerning the unfair com-
petition afforded by Federal savings and loan associations, particu-
larly in that their advertising is said to be of a type which is 
distinctly misleading. Despite the fact that the Federal law pro-
hibits advertising falsely that accounts of Federal savings and loan 
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associations are insured by the Federal government, or by any instru-
mentality thereof; and despite the fact that the regulations of the 
Federal savings and loan associations provide that associations shall 
not accept "deposits" from the public, and shall not represent them-
selves as "deposit" institutions, many of them are advertising Federal 
insurance, and referring in advertising matter to "money deposited", 
or "deposits made", or "deposits insured". A few specimen advertise-
ments of a type which seem to us to be improper if not actually in 
violation of law or regulation, are enclosed with this letter. As the 
Board is aware, savings and loan associations are regarded by a sub-
stantial part of the public as banks, such impression being the result 
of advertising, over a period of years, of a nature which is ethically 
doubtful, and of a physical set-up which closely resembles that of the 
ordinary commercial or savings bank. 

Movement toward shorter banking hours continues, to conform 
to provisions of Federal law, and in the State of Ohio, to conform to 
State law in so far as it relates to employment of female labor. The 
net result of legislation in the State of Ohio, limiting work hours 
per week and per day of female labor appears to be resulting in a dis-
placement of such female labor by the employment of male help. Banks 
which long have persisted in the practice of offering extremely long 
hours of service have been reducing them, sometimes through earlier 
afternoon closing, and in other cases by later opening hours. Many 
banks in small centers have been remaining open on Saturday nights, 
but are discontinuing the practice and there appears to be a strong 
trend toward Saturday noon closing in many communities. Bank officers 
operating under such revised schedules report no ill effects, and a 
distinct improvement in efficiency. 

RICHMOND 

West Virginia 

In Raleigh, Summers, and Fayette Counties banks adhere to a 
rate of 6 per cent on loans, pay per cent on time deposits, and 
have nominal service charges. They are thus confronted with a tendency 
for time deposits to expand and an accumulation of idle funds. Banks 
have found it impossible to agree upon a uniform schedule of service 
charges, but some have turned to personal income and installment loans, 
while others ignore these and make FHA loans. In spite of complaints 
about scarcity of loans, banks in this region made net additions to 
profits somewhat better than the average for banks of their class in 
1937 and indications are that they will not fall far short of this 
achievement in 1938. 

The banks of Wayne and Mason Counties, on the western border 
of the State, show little change in deposits and loans. However, it 
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is said that the character of the latter has changed, old and prime loans 
being paid off and their place taken by consumer credit loans. The latter 
have proved to be highly profitable. Banks are also looking with increas-
ing approval upon FHA loans and there is a tendency in some instances for 
banks to expand real estate loans beyond the limits permitted by law. The 
loan rate generally adhered to is 6 per cent, but concessions are made if 
necessary to get the business. While 2 per cent is paid on time deposits, 
service charges are not uniformly developed. 

Maryland 

Banks in Annapolis are paying 2 per cent on time deposits and 
are also giving careful attention to the cost of carrying deposit ac-
counts and the maintenance of adequate service charges. One bank has 
financed more than 900 FHA loans for an aggregate in excess of $3,000,000. 
It reports that such loans, when consummated, are readily saleable to 
other banks and financial institutions, particularly in New England. The 
rates on these loans range from 4§- per cent to 6 per cent. Installment 
and personal loan departments have not yet been promoted actively. 

Baltimore banks show steady or slightly increasing deposits, 
and while some are paying not to exceed 2 per cent on time deposits, 
others are paying only 1 per cent. The loan rate ranges from 4 to 6 per 
cent but there is general complaint because of the scarcity of good loans. 
A few banks report a growing volume of small loans, amortized quarterly, 
while others have found outlet for funds in FHA loans. For investments, 
Federal securities are preferred, although there is an active interest in 
real estate loans. Large excess reserves are carried and there is some 
anxiety about the future of earnings in view of present slack demand for 
loans. 

Western Virginia 

Banks in this region (Alleghany, Bath, Rockbridge, Rockingham, 
Augusta, and Shenandoah Counties) confront the general problem of a growth 
of deposits in excess of the growth of loans and investments. Consequent-
ly there is some concern about ways and means of putting accumulating idle 
funds to work. In general, 2 per cent is paid on time deposits and the 
proportion of time deposits to total deposits is larger than most bankers 
desire. For the major portion of all loans the rate is 6 per cent, but 
there is a tendency to a lower rate on collateral loans and a growing dis-
position to make FHA loans at 5 per cent. Recently a regional clearing 
house association has been organized and includes banks in five of these 
counties. Its primary purpose was the inauguration of a system of uniform 
service charges. 

Western South Carolina 

The banks in these counties - Lexington, Newberry, Oconee, 
Pickens, Greenville, and Anderson - have experienced an expansion of demand 
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deposits chiefly because of the distribution of cotton subsidy payments. 
Generally speaking, banks do not encourage the expansion of time deposits 
and few banks pay more than 2 per cent on the first $1,000 of such depos-
its and 1 per cent on the excess. Loans have shown little or no tendency 
to expand. 

Some bankers are pessimistic about the future earning power of 
banks in view of the small demand for local loans, the low rates of inter-
est on these, and the low yields on securities. Some banks are confronted 
with an investment problem and consultation with New York correspondents 
has frequently indicated wide differences of opinion among them as to the 
essentials of sound policy. In general, banks are confining investments 
to Federal, state, and municipal bonds, seeking a satisfactory combination 
of liquidity and earnings but with the feeling that one of these must be 
sacrificed. 

As for industrial and agricultural conditions, it appears that 
the statistical position of some of the mills has become impaired in recent 
months as a result of the accumulation of heavy inventories and unsatis-
factory prices. Nevertheless, production has been carried on a full-time 
basis, i.e., two eight-hour shifts, five days per week, in nearly all mills. 
Thus pay rolls have been sustained at the price of inventory accumulation. 
The position of planters is far from satisfactory. The cotton crop for 
1958 came to about 60 per cent of the 1957 crop. Cotton subsidy payments 
helped the planters in that many of them were enabled to meet maturing 
bank obligations, but these payments have not been sufficient to make up 
for the short crop. Some bankers maintain that conditions among the farm 
population generally are the worst they have experienced since 1953. In 
a few sections farmers have developed other cash crops, but their volume 
does not yet make up for the decline in cotton acreage and prices. 

ATLANTA 

East Tennessee 

Our representative visited twenty-one member and seventeen non-
member banks located in twenty counties in the eastern part of Tennessee. 
Almost without exception the banks visited reported deposits as being 
equal to or more than a year ago. As compared with the same date in 1957, 
the volume of loans generally showed little, if any, reduction. A few 
banks, however, reported increased loans and a fair demand for credit. 
No increased demand for credit is anticipated before next spring, when 
crop loans and cattle feeding loans will be made. The rate charged on 
most loans is 6%, with some choice commercial lines being handled at 4%. 
A majority of the banks visited reported good earnings for the year. 

The burley tobacco crop, with sales beginning at most points 
December 7 is expected to bring an average of 20<p per pound and a total 
return of close to $12,000,000. At Greeneville and other points having 
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sales floors the tobacco crop is reported to be of much better quality 
than in 1957, but because the tobacco this year is lighter in weight 
the poundage per acre is less than in 1937. This condition may be off-
set by higher price, due to quality. Several of the banks visited will 
experience during the next sixty days increased demand for loans from 
tobacco warehouses. However, the sale of the crop will enable many 
growers to pay or curtail their bank loans. 

Farmers have had a good year in the production of corn, cotton, 
live stock and beef cattle. An unusually large crop of hay was raised 
this year. In several communities visited employees of industrial plants 
are drawn from the surrounding farming section and their wages, supple-
menting the family's farm income, has helped keep the farmers out of debt. 

The main complaint encountered is the difficulty of employing 
excess funds at profitable yields on favorable risks. It was found that 
most of the banks visited have installed service charges and about half 
have reduced the rate of interest paid on time deposits to 2%. Time de-
posits in banks visited range from 25% to 75% of total deposits. One 
member reported that it had recently refused a $5,000 time deposit on 
which interest at the rate of 2% would have been paid. Another member, 
with a large number of customers employed by railroad shops, reported 
that service charges this year totaled 13% of its $25,000 common capital 
stock. 

Most of the nonmember banks visited, while apparently friendly 
toward the Federal Reserve System have given no serious consideration to 
membership, this being particularly true of banks with deposits of less 
than $1,000,000. But two nonmember banks with deposits of less than 
$1,000,000 stated that they intended making application for membership 
as soon as minimum capital requirements could be met. Loss of exchange 
income was, with few exceptions, given as the main reason for not desir-
ing membership. The fear of excessive "red tape" also seems to exist. 
Every effort was, of course, made to correct this impression. 

CHICAGO 

Many banks in this district are showing better earnings from 
operations; an increased number will pay dividends, though these are be-
ing restricted to modest figures; and quite a few are increasing their 
capital. Several consolidations are pending throughout the district. 

Loans show a seasonal decline, notwithstanding extra efforts on 
the part of banks to find new loans. Apparently there is no need for any 
additional loaning agencies as there is no indication of any demand for 
commercial or industrial credit which is not being adequately taken care 
of by existing institutions. Very few inquiries are received at this bank 
for so-called "industrial loans". A recent survey shows that government 
lending on farm lands has probably passed its peak. 
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Reports for the states of Illinois, Indiana, and Wisconsin indi-
cate a further expansion in manufacturing and non-manufacturing employment 
and pay rolls during the period from November 15 to December 15. Durable 
goods were mainly responsible for the rise in manufacturing employment 
and pay rolls. Chicago district steel mills were operating at 52-1/2 
per cent of capacity at the beginning of 1959 as compared with 24-1/2 
per cent a year ago at the same time. Automobile production was much 
heavier than a year ago during December, end seems to have been equal to 
or slightly above November, despite year-end curtailment. Automobile 
production in the week ended December 51 was 19 per cent under a week 
earlier but 52 per cent ahead of last year (this figure includes trucks). 
Seventh district building in the first three weeks of December continued 
more than double that of a year ego. 

December production of American cheese by Wisconsin factories 
declined 7 per cent from November but totaled slightly over the 1957 smount; 
sales of this commodity during December declined nuch less then is season-
ally expected, end were 25 per cent heavier then in the 1957 month. 
Brewery interests in the Milwaukee ares report business satisfactory and 
the outlook excellent. 

Letters received from a number of smell benks following the re-
ceipt of allotment notices on the December 15 Treasury offering indicated 
disappointment at the smell allotments received arising out of the fact 
thet the allotment formula for the December issues was applied to sub-
scriptions of $1,000 and less. Some of these banks seemed to be under 
the impression that the larger banks received preferential ellotment. We 
endeevored to point out to them the fact that all benks regardless of size, 
were limited in their subscriptions to amounts not exceeding one-half of 
the capital and surplus of the subscribing bank and also that the #1,000 
subscription was being so universally abused that the offenders far out-
numbered the legitimate subscribers who actually wanted to purchase and 
retain small amounts of Government securities. Many small banks and smell 
subscribers are undoubtedly disappointed and somewhat resentful at the 
above procedure although from our observation more harm would be done by 
continuing the policy of allot!ng the smell subscriptions in full. 

Orders for United States Savings Bonds filed through this benk 
in December, 1958 showed an approximate increase over December, 1957 as 
follows: 

50 per cent in maturity values 
60 per cent in number of orders 
70 per cent in number of pieces 

A substantial portion of the above increase results from banks 
who ordered their quota of 1958 Savings Bonds before the end of the year; 
the heevy orders being received in January indicate thet banks very gen-
erally are ordering their 1959 series at this time. 
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ST. LOUIS 

Most country bankers visited, particularly those in southeastern 
Missouri, feel that conditions throughout the year 1938 showed considerable 
improvement over 1957. Those sections which produce cotton reported the 
best yield in recent years. The crop was of excellent quality and com-
manded a fair price. 

The lead mines in Iron and St. Francois Counties, Missouri, 
have increased operations and a slight increase in employment was reported 
in other industrial communities. However, it is the general opinion that 
there is little prospect for any great expansion until present inventories 
are absorbed. 

Business at Owensboro, Ky., is on the boom. Oil drilling, the 
building of e bridge across the Ohio River, water and light project, and 
the rebuilding of the Glenmore Distillery which was destroyed by fire, all 
contribute to this lively business situation. In some cases, bsnk de-
posits have nearly doubled during the past year. 

There is evidence of further liquidation of pgricultural losns 
because of wide distribution of farm income among the farmers. This is 
augmented by payments to those cooperating under crop control program. 
Loens decreased in larger city banks, but some rurel bankers reported a 
brisk demand. Four to eight per cent is the prevailing rete. 

The margin of profit was foremost in the minds of most bankers 
as the calendar year came to a close. The majority of banks visited re-
ported earnings much the same as in 1937 end in a few instances profits 
were higher. Excessive cash reserves and lack of suitable investments 
were reflected in the earnings. 

The cashier of r Kentucky State member with deposits of #292,000 
is surprised that more of the smaller banks do not grasp the advantages 
of membership in the System. He expressed the opinion that the purchase 
and sale of securities with the resultant savings, should alone induce 
serious consideration of membership by a country bank. 

The cashier of a Kentucky national bank indicated that it was 
having e greater demand for good loans then it could meet without selling 
Governments or borrowing. He feels that the benk should sell Governments 
and take care of the interests of the community, but members of his board 
do not concur in this view. The predecessor benk was liquidated, which 
undoubtedly accounts for the directors' ultra-conservatism with regard 
to local loans. 

Officers of the larger St. uouis member banks feel thet our re-
questing them to minimize the deposit of fit currency with this benk is 
entirely reasonable and hove promised their cooperation. 
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The president of a Missouri nonmember, which is not on the par 
list, readily admitted that the practice of charging exchange on cus-
tomers' checks received through the mail was contrary to sound banking 
practice, and might even be termed "unchristian", realizing that it was 
purely taking advantage of the method of presentation of the checks. 
The cashier of another Missouri nonmember, which is on the par list, is 
definitely opposed to the practice of charging exchange on checks and 
feels that those banks which are not on the par list should be compelled 
to accept items at par. 

The cashier of a Kentucky nonmember still feels our par col-
lection system is wrong but has reconciled himself to it. This is the 
only objection he ever had to the Federal Reserve System. The chairman 
of the board of a Missouri nonmember is also unfriendly toward the System, 
largely because of the par situation. 

MINNEAPOLIS 

Meeting of the Central Minnesota Clearing House Association. 
Melrose. Minnesota. November 29. 1938 

The bankers were in a very cheerful frame of mind. Crops have 
been good in this area, end there will be a large movement of hogs to 
market. In fact, the movement has already begun. A number of the inde-
pendent bankers stated that their institutions were rather fully loaned 
up at the present time, due to the heavy hog feeding program and the un-
willingness of farmers to sell feed grain at existing prices. However, 
within the last four or five days, liquidation of hog loans has begun and 
within the next sixty days both feeder loans and barnyard loans should be 
materially reduced. The bankers seemed well pleased with the prices of 
hogs, cattle, and butterfat; but they expressed some concern over the 
possible adverse effects of the labor trouble at the Chicago stockyards 
and the heavy carry-over of butter in the hands of government agencies. 

Bank visitations of Twenty-six Banks -
12 National Banks. 14 Nonmember State Banks 

The area covered by this report comprises southern and central 
Minnesota. 

Twenty-six banks were visited in this area. Deposits have shown 
a seasonal downward trend, which is accounted for by farmers withholding 
the sale of their cash crops and using their funds in paying operating ex-
pense until the sale of hogs and cattle which will begin in volume the 
latter part of this month and the first of January. Most of the banks 
have not complained about this downward trend of deposits for the reason 
that the majority of them have excess funds and have not been obliged to 
borrow. 
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A substantial portion of new deposits will be derived from 
1958-1956 corn loans. A number of bankers indicated that they felt the 
Commodity Credit Corporation program was weak economically and unsound 
in principle. They stated that many farmers were sealing their 1938 
corn crops and receiving an advance which would net them about 54# a 
bushel; that they were purchasing corn on the market from farmers who 
were not qualified for corn loans, or were taking over their own 1957 
crops on which they had received government advances on a basis of about 
5Q£ a bushel. It would appear that this practice itself assures a pro-
fit of about 25# a bushel. 

The volume of local loans of country banks in the territory 
visited has shown a noticeable increase. Several bankers vehemently de-
clared that their banks would never again purchase corporate securities 
and that their outside investments would be comprised almost entirely of 
municipal and government securities. 

The Federal Wage and Hour Law was discussed in considerable de-
tail at several group meetings. It appears that this law will not result 
in increasing employment in country banks, or create overtime for present 
employees, but it will shorten the official business hours of country 
banks. 

A number of State bankers who have been members of the Minnesota 
Independent Bankers Association indicated that they expected to drop 
membership in that association. 

KANSAS CITY 

There is great concern about the winter wheat situation. Late 
last summer subsoil moisture was generally considerably improved over-
recent years but a dry fall eliminated surface moisture and much wheat 
did not germinate. In some fields wheat came up well; in others in the 
same community it did not come up at all; while in other places the plant 
is very weak. Much wheat was resown and some of it as late as in December 

It appears that nearly 14 million acres were seeded in Kansas 
as against almost 17 million last year and about 11 million desired by 
the farm program. But if present unfavorable conditions continue, aban-
donment may easily reduce acreage to the latter figure. 

To a lesser extent livestock, and especially cattle, is a matter 
of much interest. In many localities there appears to be considerable 
demand for money to buy cattle. But bankers complain that the financial 
condition of many prospective borrowers is poor and that loans too often 
entail the advancement of nearly the whole of the purchase price. With 
present cattle prices such lending is felt to be hazardous. In particular 
there is complaint of the high price of milk cows as it is said cows of 
not highest quality sell from $60 to $85. 
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More instances were found of profitable service charges. 
One bank with deposits of $100,000 has only one service charge—that 
being two cents a check irrespective of the number of checks drawn or 
the size of the deposit account. This charge nets this bank $500 a 
year. All this bank did was to continue the tax of two cents a check 
which the Government abandoned some years ago. 

Banks appear to be paying from 1 to l|- per cent for time de-
posits. While admitting that this is unprofitable, various reasons are 
given for paying such rates for funds that have little earning power. 
The most important factor is the competition of the Post Office. 
Bankers seem quite anxious that savings depositors do not break the 
habit of coming into the bank. 

Banks that have large amounts of time money find themselves 
in a real dilemma. Ythere rates have been cut there is a feeling that, 
should the demand for funds increase and money rates advance, it may be 
necessary to restore the higher rates in order to hold a considerable 
part of this money. If this money can not be held serious losses might 
be sustained in liquidating investments purchased at present inflated 
prices. Just how to invest in long-term securities where only can be 
secured a return adequte to meet the present and prospective cost of 
time money and at the same time hedge the chance of serious loss in such 
securities is a matter of much concern. Bankers with large amounts of 
time money express a fear of getting caught in this trap. 

Much complaint is heard that under present oil proration 
quotas there is no money in oil. Oil production is so restricted that 
it produces little in the way of bank deposits or opportunity for bank 
loans. At present rates of production it is said it takes from ten to 
fifteen years in some places to pay for new wells. On the other hand, 
there is a good deal of new leasing taking place in certain parts of 
the District. This lease money is widely distributed among farmers and 
is a real boon to those communities. 

In Colorado both lamb and cattle feeding is appreciably under 
last season. Last year lamb feeding was not, as a rule, profitable and 
that experience is having a restraining influence on present operations. 
The present high price of feeder cattle and the possibility of lower 
prices in the spring and early summer for finished animals is the prin-
cipal factor in the cattle-feeding situation. In the irrigated regions 
there is much complaint of beet-sugar results. The crop is good but 
financial returns to the grower highly unsatisfactory. This is due, it 
is said, to low prices, acreage restrictions, and labor matters. One 
banker told a representative of this bank that if present conditions con-
tinue he would finance in the future only those growers who do not have 
to hire labor. 
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DALLAS 

Dallas made no bank visits during the month of December. 

SAN FRANCISCO 

Los Angeles County 

The year may be characterized generally as one of large crops 
in relation to demand, with unsatisfactory returns to farmers. This was 
particularly true in connection with citrus fruits, where the supply 
reached surplus levels and returns were below cost of production in 
most instances. Agricultural income this year averaged considerably less 
than for 1937, although relatively satisfactory returns were received 
by truck farmers and somewhat higher prices were obtained for walnuts. 
Based on the reduced supply of walnuts in packers' hands at present, a 
complete clean-up without a carry-over is anticipated for this year's 
crop. 

Over-production is the bane of the local milk industry, and 
this condition is expected to continue as long as the Los Angeles area is 
without adequate facilities for the disposal of surplus or the formation 
of a definite and enforceable marketing agreement. In connection with 
the latter, current reports are that the major producers have recently 
agreed, voluntarily, on higher prices to producers after January 1. 

Building and construction activities, in the aggregate, have 
shown increases over 1937. 

Activities in the fishing and fish canning industries during the 
year continued at very satisfactory levels, although aggregate output was 
somewhat less than for 1937. The pack-out was reduced chiefly because of 
comparatively heavy carry-over stocks from the previous year and minor 
labor disputes. Prices, however, have been satisfactory, and those en-
gaged in the fishing industry are reported to have experienced a good year. 

Conditions in the petroleum industry were particularly unfavor-
able the past year. Oil inventories continued to increase, and the pro-
blem of overproduction became more acute as the year progressed. The 
already heavy inventory position was augmented during the year by rela-
tively large supplies being made available from new exploitations, es-
pecially in the Wilmington and Long Beach districts. Because of the 
excessive supply of oil, producers generally curtailed new developments 
wherever possible, and a concerted effort was recently made to reduce 
production more in line with consumption. 

Orange County 

The citrus industry is the backbone of Orange County; conse-
quently, the success or failure of the growers reflects in large part the 
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prosperity of the county. During 1937 the growers were very adversely 
affected by the freeze in the spring of the year, and this year had to 
market the largest crop at the lowest prices on record. The result is 
that this year the better growers will about break even, while the poorer 
ones will show a loss. The growers are next season faced with another 
bumper crop, which will break all records, and the outlook is not promising. 

Owing to the magnitude of the citrus crop and the large amount 
of money expended in its harvesting, bank deposits have held up remark-
ably well, and in a few localities retail business this year is estimated 
to be about 10% in excess of last year. 

Riverside County 

The same conditions generally were experienced in this county 
the past year in connection with the production and sale of citrus fruits 
and walnuts as in other similar producing areas served by this branch. 

Satisfactory alfalfa hay, tame hay and grain crops were har-
vested, although returns were relatively low and below last year's aver-
ages. Truck farmers, as a whole, received fairly satisfactory prices for 
their produce, but those producing potatoes and melons are understood to 
have received lower returns. Cherry growers, likewise, had a relatively 
unsatisfactory year, due to the reduced prices. 

San Bernardino County 

Citrus conditions in the county during the year followed the 
general trend for the industry as a whole, with supplies exceeding the de-
mand and returns received by growers disappointingly low and below cost of 
production in most instances. Walnut prices, however, were somewhat 
higher than last year, although the production was below that for the year 
1937, due in part to losses resulting from pest infestation. 

While satisfactory peach, pear and apple crops were produced 
during the year, returns in the aggregate were low and a portion of the 
crops in some instances were not harvested. Due to heavy competition from 
citrus fruits at low prices, the demand for apples was considerably less 
than normal. Also, in view of relatively heavy carry-overs in packers' 
supplies of canned peaches and pears, the usual demand for these fruits 
was lacking, with a resultant reduction in price. 

With a bumper grape crop for the second successive year, the 
growers experienced a severe reduction in income, despite institution of a 
prorated program, which established base prices and prevented what almost 
certainly would otherwise have resulted in a complete collapse of the mar-
ket. Those growers who converted their grapes into wine are understood to 
have shown a small profit from operations, while those who did not operated 
at a loss. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

December - 1938 

Federal 
Reserve Visits to Banks | Meetings Attended i Addresses Made 

Bank Member ! Honmember, Total 1 Number ! Attendance Number ! Attendance 

Boston 
New York 
Philadelphia 
Cleveland 

2 
113 
66 
146 

40 
21 
31 

2 
153 
87 
177 

5 
2 
5 

2,755 
500 

1,294 

8 
1 
4 

295 
75 
150 

Richmond 
Atlanta 
Chicago 
St. Louis 

80 
23 
8 
74 

22 
17 
5 

263 

102 
40 
13 
337 

2 

2 
5 

250 

3,000 
422 

I 
1 

60 
70 

Minneapolis 
Kansas City 
Dallas 
San Francisco 

31 
37 

49 

33 
63 

20 

64 
100 

69 

7 
6 

8 

557 
755 

701 

6 
3 
2 
1 

317 
355 
83 
75 
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BOARD OF GOVERNORS 
R-388 3 9 O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 18, 1959 

Dear Sir: 

There is attached a copy of the report 
of expenses of the main lines of the Federal Re-
serve Leased Wire System for the month of December, 

Please credit the amount payable by 
your bank to the Board, as shown in the last col-
umn of the statement, to the Federal Reserve Bank 
of Richmond in your daily statement of credits 
through the Interdistrict Settlement Fund for the 
account of the Board of Governors of the Federal 
Reserve System, and advise the Federal Reserve 
Bank of Richmond by wire the amount and purpose 
of the credit. 

1958 

Very truly yours, 

0. E. Foulk 
Fiscal Agent 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS EXCEPT RICHMOND 
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REPORT OF EXPENSES OF MAIN LINES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF DECEMBER. 1958. 

Words Sent Total Pro Rata Expenses Payable 
Federal Number by N. Y. Words Share of Paid to 
Reserve of Words Chargeable Charge- Total Ex- by Banks Board 
Bank Sent to Other able penses (1) and of Gov-

F.R. Banks 
penses (1) 

Board (2) ernors 

Boston 50,375 551 50,926 & 592.05 $ 506.57 $ 285.68 
New York 96,244 - 96,244 1,842.50 1,051.79 810.71 
Philadelphia 27,467 552 28,019 556.40 246.92 289.48 
Cleveland 41,428 555 41,981 805.69 285.02 520.67 

Richmond 57,353 551 57,904 725.64 255.75 491.89 
Atlanta 50,225 551 50,774 972.02 507.80 664.22 
Chicago 75,219 812 74,031 1,417.26 1,232.03 185.23 
St. Louis 47,579 551 47,950 917.58 250.36 667.22 

Minneapolis 21,867 551 22,418 429.17 148.35 280.82 
Kansas City 52,678 551 53,229 1,019.02 269.11 749.91 
Dallas 40,177 619 40,796 781.00 279.09 501.91 
San Francisco 57,702 670 58,572 1,117.48 575.25 744.25 

Board of 315,578 — 513,578 5,999.55 12,191.50 
Governors 

Total 889,490 6,512 896,002 $17,155.14 $17,155.14 $6,191.97 

(1) Based on cost per word ($.019144087) for business handled during the month. 

(2) Payments by banks are for personal services and supplies and payments by 
Board are for personal services and supplies ($1,727.28) and wire rental 
($10,464.02). Personal services include salaries of main line operators 
and of clerical help engaged in work on main line business, such as count-
ing the number of words in messages; also overtime and supper money and 
Retirement System contributions at the current service rate. 

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



BOARD OF GOVERNORS R-389 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 19, 1939. 

Dear Sir: 

On Monday, February 15, 1939, a majority of the Federal 
Reserve banks and branches will be closed in observance of the an-
niversary of the birth of Abraham Lincoln and accordingly there 
will be neither transit nor Federal Reserve note clearing through 
the Interdistrict Settlement Fund., for your information, the 
Board of Governors is advised that the following Federal Reserve 
banks and branches will be open for business on February 13: 

Boston 

Cleveland 
Cincinnati 

Richmond 
Baltimore 
Charlotte 

Atlanta 
Birmingham 
Jacksonville 
New Orleans 

St. Louis 
Little Rock 

Kansas City 
Oklahoma City 

On Tuesday, February 21, Mardi Gras Day, the New Orleans 
Branch of the Federal Reserve Bank of Atlanta will be closed. 
Please include transit clearing credits of February 21 for the 
New Orleans Branch with your credits for Thursday, February 23. 

On Wednesday, February 22, in observance of Washington's 
Birthday, the offices of the Board of Governors and all Federal 
Reserve banks and branches will be closed. 

Please notify branches. 

Very truly yours, 

Assistant 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-390 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 21, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

NUBDEI - Treasury Bills to be 
dated January 25, 1939, and to 
mature April 26, 1939. 

Very truly yours 

J • C• Noell, 
Assistant Secretary. 

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

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, 
Wednesday, January 25, 1959. 

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

Volume of industrial production declined seasonally in December 

and showed little change in the first three weeks of January, when an 

increase is usual. Wholesale commodity prices were steady. Employment 

and payrolls increased further in December, and retail sales showed 

more than the usual seasonal rise. 

Production 

In December volume of industrial production declined fcy about 

the usual seasonal amount and the Board's adjusted index was at 104 per-

cent of the 1923-1925 average, about the level reached in November fol-

lowing an exceptionally rapid advance after the middle of the year. 

Changes in output in most lines in December were largely seasonal. In 

the steel industry, however, production showed a greater than seasonal 

decline, and averaged 54 percent of capacity in December as compared 

with 61 percent in November. Lumber production showed little change 

from November to December, although usually there is a decline, and at 

textile mills and shoe factories activity declined less than seasonally. 
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At meat-packing establishments there was a reduction in output. 

Automobile production increased somewhat further in December. 

In the fourth quarter of 1958 production and sales of the new model 

cars were in about the same volume as in 1937; dealers' stocks of new 

cars increased seasonally in this period but at the year end were much 

below the high level of a year earlier. 

Value of construction contract awards increased considerably 

from November to December, according to F. W. Dodge Corporation figures 

for 57 Eastern States. The increase reflected principally a further 

rise in contracts awarded for Public Works Administration projects, 

which accounted for most of the sharp increase in awards that occurred 

in the last half of 1958. Contracts for private residential building 

decreased less than seasonally in December, while other private con-

struction showed little change and remained at a low level. 

Employment 

Employment and payrolls rose further between the middle of 

November and the middle of December. In most manufacturing lines the 

number employed continued to increase, when allowance is made for the 

usual seasonal changes, and in the automobile and machinery industries 

the rise was considerable. Employment and payrolls in trade increased 

more than is usual in the holiday season and in the construction in-

dustry employment showed much less than the usual seasonal decline. 

Distribution 

Distribution of commodities increased more than seasonally in 

December. Sales at department stores showed the usual sharp expansion 
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prior to Christmas and sales at variety stores and mail order sales 

showed a more than seasonal rise. 

Freight-car loadings declined seasonally from November to 

December, reflecting largely the customary decrease at this time of 

year in shipments of miscellaneous freight. 

Bank credit 

As the result of the post-holiday return of money from circu-

lation, together with Treasury disbursements from its balances with the 

Reserve banks, and gold imports, excess reserves of member banks in-

creased nearly $600,000,000 in the four weeks ending January 18 to a 

new high level of #3,560,000,000. A large part of the increase 

occurred at New York City banks. 

Total loans and investments of reporting member banks in .101 

leading cities, which increased substantially in the first three weeks 

of December, declined in the following four weeks. There was some de-

cline in loans and a reduction in holdings of United States Government 

obligations, reflecting in part distribution to the public of new secu-

rities purchased by banks in December. Deposits declined somewhat in 

the latter part of December but increased in January. 

Money rates and bond yields 

Average yields on United States Government securities declined 

slightly in December and the first three weeks of January. For three 

consecutive weeks the entire new issue of 91-day Treasury bills sold on 

or slightly above a no-yield basis. Commercial paper rates declined 

slightly in January while other open-market money rates continued 

unchanged. 
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BOARD OF GOVERNORS
 R~592 46 

ait****** O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

* * * * * * * * 

A D D R E I I O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 25, 1959. 

Dear Sir: 

There is enclosed a copy of Form F. R. 416, which has 

been revised largely to correspond with changes recently made in 

the form of member bank call report. It will be appreciated if 

you will arrange to have reports submitted in accordance with 

the revised form beginning with Wednesday, February 8, 1959. 

In drafting the revised form consideration was given 

to the desirability of the Board's printing a supply thereof for 

the use of weekly reporting member banks in all districts. Since 

it appears, however, that most of the Reserve banks prefer to 

use weekly report forms printed in a style adapted to their par-

ticular needs, the existing practice of each Federal Reserve 

bank's printing its own supply may be continued. 

Very truly yours, 

S. R. Carpenter, 
Assistant Secretary. 

Enclosure 

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



form r.A. 0 6 
(fane eide) 
(Revised Jan. 1939) 

WEEKLY KEFOtvT OF COKWIW OP 

47 
The <p*«rterly e e U csedit ion report 

"be iawed as a guide in the prepare**** e l 
t&ls NMrt« The corresponding Stems In tbe 
c a l l report are shown In parentheses following 
tihe respective items In th i s report. 

of 
(City) 

at the close of business on Wednesday, 

(State) (F. R. District Ho.) 

19 . 

ASSETS 

1. Loans and discounts (Schedule A in call report)* 

a. Commercial, industrial, and agricultural loans 
(Schedule A, items 1 and 2) 

b. Open market paper 
(Schedule A, item 3) 

c. Loans to brokers and dealers in securities 
(Schedule A, item 4) 

d. Other loans (or the purpose of purchasing or carrying 
stocks, bonds, and other securities 
(Schedule A, item 5) 

e. Reel estate loans 
(Schedule A, item 6) 

f. Loans to banks 
(Schedule A, item 7) 

g. All other loans, including overdrafts 
(Schedule A, items 8 mad 9) 

2. Bonds, stocks, and securities (Schedule B in call report)* 

a. 0. S. Treasury bills 
(Schedule B, item 1(a)(1)) 

b. U. S. Treasury notes 
(Schedule b, item 1(a)(2)) 

c. 0« S. Government bonds 
(Schedule B, item 1(a), sufeiteps (3)# (4)#(5) and (6)) 

d. Obligations guaranteed by U. 8. Government 
(Schedule B, item 1(b)(5)) 

e. Other bonds, stocks, and securities 
(Schedule B, items 2(e), 3(e) and 4(f)) 

3. Cash, balances with other banks# including reserve balance, 
and cash Items in process of collection (Schedule D 
in call report)* 

a. Cash items in process of collection (except to the 
extent included in item 3b) (Schedule D, item 1) 

b. Demand balances with banks in the United States (except 
private banks and American branches of foreign banks) 
(Schedule D, item 2) 

c. Other balances with banks in the United States (includ-
ing private banks and American branches of foreign 
banks) (Schedule B, item 4) 

d. Balances nAth banks in foreign countries (Including bal-
ances with foreign branches of other American banks, 
but excluding amounts due from own foreign branches) 
(Schedule D, item 5) 

e. Currency and coin 
(Schedule D, item 6) 

f. Reserve with federal Reserve bank -
(Schedule D, item 7) . 

4. Other assets (Asset items 7 to 11, inclusive, in call report, 

TOTAL ASSETS 

(See reverse side for "Liabilities") 

Thousands 
of flaUm 

Code 

j. 

fm 
tm 
PQME 

PEAL 

POLL 

PAHA 

FETO 

mt 
PERN 

PITT 

nm 
PTOI 

PUFF 

PAIR 

PQRO 

rm 
PICT 

POX 

fm 
tm 

i 

TO mag shm «iHMP to m rmmii b«ws w q» m m T mwvt 
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Form F.Eu 416 
(Reverse side) 
(Revised Jan. 1939) (WEEKLY hKPOhT OF CONDITION) 

48 

IT.RTLTTIES AMD CiPITAL iCCUONT 

5. Demand deposits (Schedule E in call report): 

a. Deposits of individuals, partnerships, and corporations 
(Schedule B, item 1) 

b. Deposits of United States Government 
(Schedule E, item 2) 

c. Deposits of States and political subdivisions 
(Schedule E, item 3) 

d. Deposits of banks in the United States (including pri-
vate banks and American branches of foreign banks) 
(Schedule E, item 4.) 

e. Deposits of banks in foreign countries (including bal-
ances of foreign branches of other American bonks but 
excluding amounts due to own foreign branches) 
(Schedule E, item 5) 

f. Certified and officers' checks, etc. 
(Schedule E, item 6) 

6. Time deposits (Schedule F in call report): 

a. Deposits of individuals, partnerships, and corporations 
(Schedule F, item 1(f)) 

b. Postal savings deposits 
(Schedule F, item 2) 

c. Deposits of States and political subdivisions 
(Schedule F, item 3) 

d. Deposits of banks in the United States (including pri-
vate banks and American branches of foreign banks) 
(Schedule i, item U) 

e. Deposits of banks in foreign countries (including bal-
ances of foreign branches of other American banks but 
excluding amounts due to own foreign branches) 
(Schedule F, item 5) 

7. Bills payable, rediscounts, and other liabilities for 
borrowed money (Liability item 20 In call report) 

8. All other liabilities 
(Liability items 21, 22 and 23 in call report) 

9. Capital account 
(Item 29 in call report) 

TOTAL LIABILITIES AND CAPITAL ACCOUNT 

MEwiftkAtmA 

10. Debits to demand deposit accounts of individuals, partner-
ships, and corporations, during the report week ending 
Wednesday (i.e., debits to deposit accounts reported in 
item 5a above) 

11. Lebits to aodsuntA of State# and political 
subdivisions, during the report week ending Wednesday 
(i.e.. debits to deposit accounts reported in item 5c 
above) 

Thousands 
9f 

Code 

PEMN 

PARK 

PARK 

PUMA 

PILK 

PEON 

PECK 

POSA 

PANS 

PEGG 

PUKE 

PAIN 

PULA 

PATE 

POST 

PURT 

PENO 

(Signature of officer of bank)" 

(Title of officer) 

(See face side far "Assets") 
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R-593 

BOARD OF GOVERNORS 
O F T H E 49 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

'*4 

January 27, 1939. 

Dear Sir: 

There are being forwarded to you under separate 

cover copies of page 48 of the "Manual of Instructions 

Governing the Preparation of Functional Expense Reports 

(Form E)revised as of January 1, 1939. An additional 

copy of page 48 is enclosed for your information. 

expense item, "Post office box and postage-meter rental" 

was inadvertently omitted from the copies sent to you 

with our letter R-375 of December 30, 1938. 

It was necessary to revise page 48 because the 

Very truly yours, 

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

Enclosure 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

„«,<-»»»»» O F T H E R-394 
FEDERAL RESERVE SYSTEM 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 88, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal. 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

NUBDIX - Treasury Bills to be 
dated February 1, 1939, and to 
mature May 3, 1939. 

Very truly yours, 

J. C. Nosll, 
Assistant Secretary 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 28, 1939. 

Dear Sir: 

In connection with telegraphic transac-

tions between Federal reserve banks covering Gov-

ernment securities, the following code word has 

been designated to cover an issue of United States 

Housing Authority Notes: 

NOWMQPS - 1 5/8% Notes of Series 
B, United States Housing Authority, 
dated, and bearing interest from 
February 1, 1939, and due February 
1, 1944. 

:ry truly yours 

J. C. Noell, 
Assistant Secretary. 

51 

R-395 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-596 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

January 1939 

Dear Sirs 

Under date of January 20 the Acting General Counsel of the 
Treasury Department wrote the Board relative to suggested legislation 
to reimburse the Board of Governors of the Federal Reserve System and 
the Federal Reserve banks for certain losses sustained by them as a 
result of the redemption of certain Federal Reserve notes and Federal 
Reserve bank notes which have heretofore disappeared from the custody 
of the Bureau of Engraving and Printing and entered into circulation 
without being regularly issued. 

In accordance with the request of the Treasury Department, it 
will be appreciated if you will furnish us with the following documents 
or information as promptly as convenient for transmission to the 
Treasury Department for its use in considering this matters 

1* The amount of losses which have been sustained by your 
bank as the result of the redemption of any Federal Reserve 
notes or Federal Reserve,bank notes which disappeared from 
the Bureau of Engraving and Printing and got into circula-
tion without being regularly issued (the notes in question 
are probably notes which entered into circulation without 
proper seals or serial numbers); 

2$ The date of redemption# the bank of issue, and the 
serial number of each such note so redeemed; 

3* To what degree your bank has been indemnified in any 
manner for any losses so sustained; and 

i|# A copy of the agreement and contract with the indemnity 
company under which any such" indemnification was made# 

The Issue and Redemption Division of the Office of the Comptroller 
of the Currency is now holding Federal Reserve notes and Federal Reserve 
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tank notes which were put into circulation without being regularly issued 
amounting to $6,282.50# including $700 of Federal Reserve notes in the 
$100 denomination of the Federal Reserve Bank of Minneapolis, which dis-
appeared from the Bureau of Engraving and Printing in 1933* 

Your report should include any notes redeemed by your bank which 
were subsequently forwarded to Washington and are now included in the 
total of $6*282.50 referred to above. In your reply it will be appre-
ciated if you will state what disposition was made of each note redeemed. 

Very truly yours, 

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

TO TEC PRESIDENTS OF ALL FEDERAL RESERVE BAMS 
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BOARD OF GOVERNORS R-397 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 1, 1939 

Dear Sir: 

In accordance with the customary proce-

dure, there is transmitted herewith, for your 

information, a copy of the certificate of the 

auditor of the Federal Reserve Bank of Chicago 

in connection with his audit of the accounts and 

records of the Board's Fiscal Agent for the per-

iod June 1 to December 31, 1938, inclusive. 

Enclosure. 

TO PRESIDENTS 01 ALL FEDERAL RESERVE BANKS. 

Very truly yours 

Chester Morrill 
Secretary. 
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FEDERAL RESERVE BANK OF CHICAGO 

I, John J. Entires, hereby certify: 

(a) That a complete audit has been made of all entries in the 
accounts, "Board of Governors of the Federal Reserve System-
Special Fund", "Board of Governors of the Federal Reserve 
System-Fiscal Agent", and "Board of Governors of the Federal 
Reserve System-Fiscal Agent Building Account", for the period 
June 1, 1938 to December 31, 1938, incl. 

(b) That all cash received by the Board as shown by the cash 
receipts book has been deposited by the Fiscal Agent and 
properly credited by the Federal Reserve Bank of Richmond in 
the accounts, "Board of Governors of the Federal Reserve System-
Special Fund", and "Board of Governors of the Federal Reserve 
System-Fiscal Agent Building Account". 

(c) That all remittances made direct to the Federal Reserve 
Bank of Richmond for the account of the Board of Governors of 
the Federal Reserve System by the Federal Reserve Banks in 
compliance with the Board's instructions have been properly 
credited to the account, "Board of Governors of the Federal 
Reserve System-Special Fund". 

(d) That each expenditure made by the Fiscal Agent was prop-
erly authorized by an administrative officer of the Board. 

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

) That the balances in each account as shown by the books 
of the Fiscal Agent have been reconciled with the balances 
standing to the credit of the Board of Governors of the Fed-
eral Reserve System on the books of the Federal Reserve Bank 
of Richmond as certified by the auditor of that bank. 

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

Respectfully submitted, 

(Signed) John J. Endres 

Auditor 

January 26, 1939 
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* * * * * * * * 

BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-398 

A D D R E B I O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 2, 1939. 

Bear Sir: 

In the Board's letter of October 11, 1938, S-118, regarding the 
cost of the revised examination report form, it was stated that costs of 
future purchases of paper would be prorated among the various banks on the 
basis of the schedule contained in that letter and that forms printed from 
such supplies would be furnished without additional costs, except that in 
the case of substantial revision of the form, composition costs would be 
prorated. 

An additional supply of paper costing $1,405.85 has been pur-
chased and is now being used in multilithing additional copies of the 
report form. The Reserve banks generally have been requesting a larger 
number of these forms than was originally anticipated with the result 
that the original paper stock was used up a month ago. Moreover* the 
final bill covering the costs of the original multilith plates was in 
the amount of #243.00 instead of $195.00 as indicated in our letter of 
October 11, 1938. The additional charge of $48.00, therefore, is being 
prorated among the Reserve banks on the same basis as the other original 
composition costs. The following statement shows the distribution of 
these costs among the various Federal Reserve banks: 

Paper Composition Total 
Percent Amount 

Boston 5 # 70.29 $ 4.00 $ 74.29 
New York 20 281.17 4.00 285.17 
Philadelphia 10 140.59 4.00 144.59 
Cleveland 10 140.59 4.00 144.59 
Richmond 5 70.29 4.00 74.29 
Atlanta 5 70.29 4.00 74.29 
Chicago 15 210.88 4.00 214.88 
St. Louis 5 70.29 4.00 74.29 
Minneapolis 5 70.29 4.00 74.29 
Kansas City 5 70.29 4.00 74.29 
Dallas 5 70.29 4.00 74.29 
San Francisco 10 140.59 4.00 144.59 

100 $1,405.85 $48.00 $1,453.85 
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- 2 - R-398 

Every Federal Reserve bank except the Federal Reserve Bank of 
Richmond should pay this assessment by transferring the amount shown in 
the last column of the statement through the Inter-district Settlement 
Fund to the Federal Reserve Bank of Richmond for credit to the account 
of the Board of Governors of the Federal Reserve System on the books of 
that bank, with telegraphic advice to Richmond of the purpose and amount 
of the credit, and the Federal Reserve Bank of Richmond should pay its 
assessment by crediting the amount thereof on its books to the Board of 
Governors of the Federal Reserve System. 

Very truĴ L̂ purs, 

~ 

L. P. Bethea, 
Assistant Secretary. 

TO TEE PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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BOARD OF GOVERNORS R-ggg 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 4, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasuiy 

Bills: 

HUBDQW - Treasury Bills to be 
dated February 8, 1939, and 
to mature May 10, 1939. 

Very truly yours 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-400 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 6, 1939, 

Dear Sir: 

Referring to the Board's letter R-380 of January 6, 1939, fol-
lowing is a statement of changes reported during January in the list of 
nonmember banks that have in force agreements with the Board pursuant to 
the provisions of Section 8(a) of the Securities Exchange Act of 1934: 

Addition* 

England 
London Barclays Bank (Dominion, Colonial 

and Overseas) (including agency 
at New York City) 

*Add to list of Nonmember Banks with Principal Places of Business 
in Territories, Insular Possessions, or Foreign Countries 
(page 5, R-380a) 

Deletion 

Pennsylvania 
Philadelphia Banca Commerciale Italiana Trust 

Company 

The Banca Commerciale Italiana Trust Company should be added 
with the following note to the list (R-380b) of banks which had in force 
agreements with the Board pursuant to the provisions of Section 8(a) of 
the Securities Exchange Act of 1934, but which are no longer in operation 
as nonmember banks: 

(Absorbed by the Liberty Title and Trust Company, Phila-
delphia, Pa., on December 31, 1938) 

levy truiy^ours, 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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60 
K-401 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 7, 1939 

Dear Sir: 

In accordance with the request of a Federal Reserve 
bank that new code words be assigned to certain issues of se-
curities, the following assignments have been made. 

NOWGEL - 2 3/4% HOLC Bonds of 1939-49 

NOWHOPE - 5% FFMC Bonds of 1942-47 

NOWIMP - 2 3/4% FFMC Bonds of 1942-47 

wOWMUSE - 1% FHLB Debentures maturing July 1, 1939 

NOWMYS - 2% FHLB Debentures maturing December 1, 1940 

NOWNAG - 2% FHLB Debentures maturing April 1, 1943 

Code words have not been assigned to these issues 
heretofore for the reason that it was felt there would not be 
sufficient call for the words to warrant the assignments. 

The Federal Reserve bank referred to above also sug-
gested that, because of a change of the name of the bank in-
volved, the definition of the code word "Armthrust" should be 
changed to "New York, N. Y., Bank of New York". It has been 
assumed by this office' that whenever the name of a bank included 
in the list of code words covering specific banking institutions 
is changed, the definition of the applicable code word would 
be changed accordingly without advice from this office. 

Very truly yours, 

S. R. Carpenter, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS Digitized for FRASER 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

gl. 
R-402 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 8, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions between Federal reserve banks covering 

Government securities, the following code word 

has been designated to cover a new issue of Re-

construction Finance Corporation notes, Series R: 

NOWNEL - 7/8% Reconstruction 
Finance Corporation Notes, 
Series R, to be dated Febru-
ary 15, 1939, and to mature 
on January 15, 1942. 

Very truly yours, 

* J. C. Noell, 
Assistant Secretary 

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

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For immediate release February 8, 1939 

The Board of Governors of the Federal Reserve 

System today announced the appointment of James- Odom, 

Contractor, Austin, Texas, as a director of the San 

Antonio Branch of the Federal Reserve Bank of Dallas 

for the unexpired portion of the term ending December 

31, 1941. 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 13, 1959. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

NU3DUM - Treasury Bills to be 
dated February 15, 1939, and 
to mature May 17, 1939. 

Very truly yours 

J. C. Noell, 
Assistant Secretary. 

63 
R-404 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

OF THE R-405 
FEDERAL RESERVE SYSTEM 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 13, 1939. 

Dear Sir: 

There are enclosed herewith 

copies of statement rendered by the 

Bureau of Engraving and Printing, cov-

ering the cost of preparing Federal 

reserve notes from January 3 to Janu-

ary 30, 1939. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent, 

Enclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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Boston 

New York 

Philadelphia 

Cleveland 

Richmond 

Atlanta 

Chicago 

St. Louis 

Minneapolis 

Kansas City-

Dallas 

San Francisco 

R-405-a 

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

January 3 to January 30, 1939. 

Federal Reserve Notes, Series 1934. 

Total 
$10 $20 $5,000 #10,000 Sheets Amount 

66,000 12,000 - - 78,000 $ 7 ,176.00 

188,000 20,000 100 100 208,200 19,154.40 

74,000 20,000 - - 94,000 8 ,648.00 

50,000 19,000 - - 69,000 6,348.00 

44,000 22,000 - - 66,000 6 ,072.00 

24,000 6,000 - - 30,000 2 ,760.00 

124,000 35,000 - - 159,000 14,628.00 

34,000 7,000 - - 41,000 3 ,772,00 

19,000 6,000 - - 25,000 2 ,300,00 

24,000 8,000 - - 32,000 2 ,944.00 

21,000 6,000 - - 27,000 2 ,484.00 

50,000 16.000 66,000 6.072.00 

718,000 177^000 100 "" a 895j200 182^358^40 

895,200 sheets @ #92.00 per M $82,358.40 
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R-406 

BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers February 14, 1939. 
of February 15, 1939. . 

The first meeting of the Federal Advisory Council for 1959 

was held on February 13-14. Mr. Walter W. Smith was re-elected Pres-

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

officers as ex-officio members and Messrs. Steele, Fraser, Hanes and 

Brown will comprise the Executive Committee. Mr. Walter Lichtenstein 

was reappointed Secretary. 

The Council is composed of the following members: 

Federal Reserve 
No. 1. Thomas M. Steele, of New Haven, Conn. 

No. 2. Leon Fraser, of New York, N. Y. 

No. 3. Howard A. Loeb, of Philadelphia, Pa. 

No. 4. T. J. Davis, of Cincinnati, Ohio. 

No. 5. Robert M. Hanes, of Winston-Salem, N. 

No. 6. Edward Ball, of Jacksonville, Fla. 

No. 7. Edward E. Brown, of Chicago, 111. 

No. 8. Walter W. Smith, of St. Louis, Mo, 

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

No. 10. John Evans, of Denver, Colo. 

No. 11. R. E. Harding, of Fort Worth, Texas. 

No. 12. Paul S. Dick, of Portland, Ore. 
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67 
E-407 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 14, 1939. 

Dear Sir: 

There is attached a copy of the report 
of expenses of the main lines of the Federal Re-
serve Leased Wire System for the month of January 
1939. 

Please credit the amount payable by 
your bank to the Board, as shown in the last col-
umn of the statement, to the Federal Reserve Bank 
of Richmond in your daily statement of credits 
through the Interdistrict Settlement Fund for the 
account of the Board of Governors of the Federal 
Reserve System, and advise the Federal Reserve 
Bank of Richmond by wire the amount and purpose 
of the credit. 

Very truly yours, 

(U/JL/its 
0. E. Foulk, 
Fiscal Agent. 

Enclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS EXCEPT RICHMOND. 
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R-407-a 

REPORT OF EXPENSES OF MAIN LINES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF JANUARY. 1939. 

Words Sent Total Pro Rata Expenses Payable 
Federal Number by N. Y. Words Share of Paid to 
Reserve of Words Chargeable Charge- Total Ex- by Banks Board 
Bank Sent to Other able penses (l) and of Gov-

F. R. Banks Board (2) ernors 

Boston 23,527 717 24,244 $ 540,51 # 353.32 $ 187.19 
New York 70,891 - 70,891 1,580.50 1,036.66 543.84 
Philadelphia 18,603 708 19,311 430.53 243.26 187.27 
Cleveland 31,294 724 32,018 713.83 214.98 498.85 

Richmond 25,624 707 26,331 587.04 199.20 387.84 
Atlanta 43,566 707 44,273 987.06 300.36 686.70 
Chicago 64,706 973 65,679 1,464.30 1,356.76 107.54 
St. Louis 42,014 717 42,731 952.68 254.94 697.74 

Minneapolis 17,230 716 17,945 400.10 183.07 217.03 
Kansas City 42,970 717 43,687 973.99 264.31 709.68 
Dallas 36,144 707 36,851 821.59 279.64 541.95 
San Francisco 43,807 728 44,535 992.90 375.61 617.29 

Board of 252,974 252,974 5,639.99 11,023.91 
Governors 

Total 713,350 8,121 721,471 #16,085.02 $16,085.02 $5,382.92 

(1) Based on cost per word (f.022294756) for business handled during the month. 

(2) Payments by banks are for personal services and supplies and payments by-
Board are for personal services and supplies (#1,579.63) and wire rental 
($9,443.28), Personal services include salaries of main line operators 
and of clerical help engaged in work on main line business, such as count-
ing the number of words in messages; also overtime and supper money and 
Retirement System contributions at the current service rate. 
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O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-408 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 15, 1939. 

Dear Sir: 

A representative of the National Emergency Council has sug-
gested that we prepare a second radio script dealing with the Federal 
Reserve System to be presented, as before, in cooperation with that 
agency. Before committing ourselves to carry the matter any further 
we should like to collect a rather complete picture of your experi-
ences with and reaction to the first experiment. The following ques-
tions will suggest the sort of information that might be helpful to 
us: 

What broadcasts have you made? Where? When? Who repre-
sented your bank? Who represented the National Emergency Council? 
Were the arrangements satisfactory? Was the script too long? Too 
short? Did you find it advisable to revise the script? If so, 
would you send us a copy showing your revisions? 

Have you had any inquiries that were obviously prompted by 
the broadcast? If so, what in general was the nature of the inquiries? 

In view of the fact that several other government agencies 
have already participated in two or more broadcasts, would you sug-
gest that we try at least a second, presumably dealing more specifi-
cally with the Reserve banks and their functions? If you favor 
another broadcast, would you prefer again to give it in cooperation 
with the National Emergency Council? If not, what else would you 
suggest? 

Any other suggestions you care to make will be most helpful 
to us. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
Digitized for FRASER 
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BOARD OF GOVERNORS R-409 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 18, 1939. 

Dear Sir: 

The Board of Governors of the Federal Reserve System 
is advised that the following holidays will be observed by Fed-
eral Reserve banks and branches during the month of March: 

Maryland Day 

On the dates given the offices concerned will not 
participate in either the transit or the Federal Reserve note 
clearing through the Interdistrict Settlement Fund. Please 
include transit clearing credits for the offices concerned 
On the respective dates with your credits for the following 
business day. No debits covering shipments of Federal Reserve 
notes for account of the Federal Reserve Bank of Dallas should 
be included in your note clearing of March 2. 

March 2 (Thursday) 
Texas Independence Day 

Dallas 
El Paso 
Houston 
San Antonio 

March 15 (Wednesday) 
Andrew Jackson's Birthday 

Nashville 
Memphis 

March 25 (Saturday) Baltimore 

Please notify branches 

L / 

Very truly yours 

J. C. Noell, 
Assistant Secretary. 

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

O F T H E R - 4 1 0 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 18, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

NUBEAT - Treasury Bills to be 
dated February 25, 1939, and 
to mature May 24, 1939. 

Very truly yours 

V' 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-411 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 20, 1959. 

Dear Sir: 

The Board will publish a list of stocks registered on national 
securities exchanges, as of January 31, 1959, and three supplementary lists 
to be issued quarterly during the year 1959. These lists, to be published 
by the Board to facilitate compliance by banks with the provisions of Reg-
ulation U, will be similar in form to those published by the Board in 1957 
and 1958. 

In accordance with the procedure established in 1957, the Board 
will furnish one copy of the list and of each supplementary list free of 
charge to each member and nonmember bank in the United States and to all 
bank examiners and supervisory authorities. The Board will continue send-
ing additional copies to those in this group who requested them in previous 
years and will continue sending copies free of charge to such national 
securities exchanges, government Officials, members of Congress, press 
representatives and educational institutions as have previously requested 
copies. The Board will also send copies free of charge to any additional 
persons in the foregoing groups who request them for their own use. 

The lists will also be supplied to brokers or other persons who 
may request them at a charge of 25 cents for the annual number and the 
three supplements. On bulk orders calling for five or more copies, the 
rate will be 20 cents per copy, and on orders for fifty or more copies the 
rate will be 15 cents. The Boafd has already sent a notice of the 1959 
publication and an order form directly to .each person who subscribed for 
copies of the lists in 1958. 

Please notify the Board as soon as possible if your bank will re-
quire for its own use, including the requirements of its examiners, a dif-
ferent number of copies of these lists than it received last year. Please 
refer to the Board any requests or orders which you may receive from other 

J. C. Noell, 
Assistant Secretary. 

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

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, 
Monday, February 27, 1959. 

The following summary of general 
business and financial conditions 
in the United States, based upon 
statistics for January and the 
first three weeks of February, will 
appear in the March issue of the 
Federal Reserve Bulletin and in the 
monthly reviews of the Federal Re-
serve banks. 

Industrial production increased less than seasonally in Jan-

uary and the first three weeks of February, following a rapid advance 

in the latter half of 1938. Wholesale commodity prices continued to 

show little change. 

Production 

In January volume of industrial production, as measured by the 

Board's seasonally adjusted index, was at 101 per cent of the 1923-1925 

average as compared with 104 in December. At steel mills, where activity 

usually increases considerably at this season, output in January and the 

first three weeks of February was at about the same rate as in December. 

Automobile production declined seasonally in the first two months of the 

year as retail sales showed about the usual decrease and dealers' stocks 

reached adequate levels. Output of cement declined in January, and there 

was also some reduction in output of lumber and plate glass. In the non-

durable goods industries, where production had been at a high level in 

December, activity increased less than seasonally. Increases at cotton, 
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silk, and tobacco factories were smaller than usual and at woolen mills 

there was a decline. Shoe production and sugar refining continued in 

substantial volume, and activity at meat-packing establishments showed 

little change, following a decline in December. Mineral production in-

creased somewhat in January, reflecting an increase in output of crude 

petroleum. 

Value of construction contracts awarded declined in January, 

according to F. W. Dodge Corporation figures, owing principally to a 

reduction in awards for publicly-financed projects, which had been in 

large volume in December. Contracts for privately-financed residential 

building continued at the recent advanced level, while awards for private 

nonresidential building remaftied in small volume. 

Employment 

Factory employment and payrolls showed the usual decline between 

the middle of December and the middle of January. In most individual in-

dustries, as well as in the total, changes in the number of employees were 

of approximately seasonal proportions. In trade, employment declined 

somewhat more than is usual after Christmas. 

Distribution 

Sales at department and variety stores and by mail order houses 

showed the usual sharp seasonal decline from December to January. In the 

first two weeks of February department store sales continued at the Jan-

uary level. 

Volume of freight-car loadings in January and the first half 

of February was at about the same rate as in December. 
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Commodity prices 

Wholesale commodity prices generally continued to show little 

change in January and the first three weeks of February. Grain prices 

declined somewhat, following a rise in December, while prices of hogs in-

creased seasonally. Changes in prices of industrial materials were small. 

Bank credit • 

Excess reserves of member banks, which reached a record high 

level of -̂ 3,600,000,000 on January 25, declined somewhat in February. 

This decline resulted chiefly from a temporary increase in Treasury bal-

ances with the Reserve banks representing cash receipts from the sale of 

the new United States Housing Authority and Reconstruction Finance Corpora-

tion notes. Purchases of these notes were also responsible for an increase 

in total loans and investments of reporting member banks in 101 leading 

cities, following a decline during January. 

Money rates 

Average yields on United States Government securities declined 

further during the first three weeks of February to about the lowest levels 

ever reached. New issues of 91-day Treasury bills, after selling at par 

or at a slight premium in late December and early January, were again on 

a slight discount basis during February. Other open-market rates continued 

unchanged. 
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BOARD OF GOVERNORS 76 
O F T H E 

FEDERAL RESERVE SYSTEM 
R-413 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

February 25, 1959. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury Bills: 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

NUBEDS - Treasury Bills to be 
dated March 1, 1959, and to 
mature May 51, 1959. 

Very truly yours, 

J. crNoelTJ 
Assistant Secretary. 
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BOARD OF GOVERNORS R-415 
O F T H E 78 FEDERAL RESERVE SYSTEM 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 1, 1939 

Dear Sir; 

There is enclosed for your in-

formation a summary of the bank relations 

reports submitted by the Federal Reserve 

banks for the month of January, 1939, in 

response to the Board's letter of August 

25, 1938 (X-9680). 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BAMS 

L. P. Bethea, 
Assistant Secretary 
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February 24, 1939 

TO The Board of Governors SUBJECT: Summary of Bank 
Relations Reports 

FROM Mr. Hammond, Division 
of Bank Operations 

Reports of bank relations as requested in the Board's 
letter of August 25, 1936 (X-9680) have been received for the 
month of January and excerpts therefrom will be found on the 
following pages, A table showing for all twelve banks the num-
ber of visits made, meetings attended, and addresses delivered 
has also been prepared and follows the quotations. 

Besides comment upon the credit and earnings situation, 
which on the whole remains the same, the reports contain numerous 
items of special interest, such as the following: 

Industrial banks in Brooklyn complain of the competi-
tion of commercial banks for co-maker and other personal loans. 

A good many banks which have been buying insured mort-
gages on property in distant communities appear to be growing 
apprehensive because the servicing of such mortgages must be left 
in outside hands. 

A bill has been introduced in the Iowa legislature which 
would require that checks drawn on State banks be cleared at par. 

Some country banks in the west are having difficulty in 
adjusting themselves to the provisions of the Wages and Hours law, 
the disposition being to shorten working hours rather than increase 
costs. 

Excerpts from the reports follow: (The reports them-
selves are attached to the original hereof.) 

BOSTON 

Boston reported no visits were made to banks in January. 
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NEW YORK 

Bronx. Kings. Queens, and Richmond Counties 

A number of savings bankers report that the amount of new 
mortgages taken in 1938 has not been sufficient in volume to offset 
the repayment or amortization of existing mortgages, with the result 
that some of the present mortgage accounts show a net decrease dur-
ing the past year. It is also said that the arrearages in taxes and 
interest are decreasing and that foreclosures have lessened to a con-
siderable extent. The amount of real estate held by the savings and 
commercial banks combined is not large in proportion to their total 
deposits, and several bankers comment that they have been able to 
dispose of considerable other real estate during the past several 
months. Until recently the managements of many savings institutions 
have been rather lenient in bringing about foreclosures, but several 
bankers indicate that they are now adopting a more drastic attitude 
on delinquencies because of the improved condition of their mortgage 
accounts and of other real estate owned'. 

The three independent industrial banks located in Brooklyn 
grant loans predominantly on a co-maker basis, although it is said 
that many are secured t>y additional collateral consisting of life 
insurance policies, assignments of rents, chattel mortgages, etc. 
Ordinarily the rate charged is 6 per cent plus a service charge as 
permitted by law. The officers of these institutions, however, com-
plain that most of the commercial banks and branch bank offices in 
their section are competing in the personal loan field and that some 
of the larger banks are making loans of this type at rates as low 
as 3-1/4 per cent. The presidents of all three banks comment that 
the losses taken by their institutions during the last several years 
have been negligible, being only a small fraction of 1 per cent. 
One of these bankers expressed the opinion that the customers' paper 
handled by his bank is of better quality than that in the portfolios 
of a majority of the commercial banks, and that the loss on the type 
of earning assets handled fcy his and other industrial and Morris . 
Plan banks was less throughout the depression period than was the 
case with many other forms of bank credit. 

Officers of one of these industrial banks (capital funds 
$491,000 and deposits $960,000) expressed an interest in membership 
in the System and indicated a desire to call at our bank at an early 
date to discuss the subject with our officers. 

Delaware and Otsego Counties 

Loans and discounts aggregate $11,075,000 showing a net 
decrease of $225,000 since our last visit although seventeen of the 
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twenty-six banks showed a slight increase. The present demand for 
credit is chiefly from school districts and municipalities. Some 
bankers point out that their loan portfolios have shown a downward 
trend over a period of several years although efforts have been made 
to expand loans through the financing of automobile sales and grant-
ing of personal loans. One bank has maintained a satisfactory total 
through soliciting loans under Title I of the National Housing Act 
for enlarging or building new silos to care for a bumper corn crop. 
There have been few Federal Housing Administration mortgages granted 
in these counties but several banks have purchased such insured 
mortgages from outside sources and a few others are considering 
similar purchases. A 6 per cent rate is obtained quite generally 
on all loans excepting those to school districts and municipalities, 
on which the rates vaiy from 5-1/2 to 5 per cent. In connection 
with the latter loan rates numerous bankers mention that they have 
been required to lower their rates as a result of active solicita-
tion of this class of loans ty the banks in Albany which quoted a 
5 per cent rate. 

Erie and Niagara Counties (Buffalo Branch Territory) 

Officers of banks, especially in the rural sections, report 
earnings for 1958 as fairly satisfactory, although in a number of in-
stances charge-offs materially reduced the net profits. The banks 
in general, particularly the larger institutions, continue to carry 
cash well in excess of their requirements, and a number of bank of-
ficers comment on the problem which confronts them in attempting to 
convert these funds into earning assets. In some instances funds 
have been placed in call loans on which a return of 1/2 per cent is 
received. Some commercial paper has recently been purchased by a 
number of the banks on which a return of 5/8 to 5/4 per cent is 
reported. 

During the visits with the officers of member banks, the 
subject of check collections was discussed and several suggestions 
were made which will save time in the preparation of their cash let-
ters. The officers of a number of state member banks commented 
favorably about the new ruling of the Board which will become ef-
fective at the next call date with respect to discontinuing the 
duplicate publications of the reports of condition. 

In the eight counties visited, there are eighty-four com-
mercial banks, sixty-eight of which have issued preferred stock, 
capital notes or debentures aggregating $>25,745,000 par value. Up 
to the present time twenty-two have paid off their entire issues 
amounting to $14,540,000, thirty-three have made partial redemptions 
aggregating #2,345,767 and thirteen have not retired any - leaving 
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forty-six banks with a total still outstanding of $8,861,235 par 
value, retirable at $9,201,235, reflecting a redemption premium of 
$540,000. 

PHILADELPHIA 

The area (northeastern Pennsylvania) covered by this re-
port depends upon agriculture, industry, and mining. Conditions in 
the several communities vaiy from poor to fair, farming sections 
showing a greater stability because of the year-round income from 
dairying, the most important phase of agriculture. In most farming 
communities crop yields were said to have been good during 1938, but 
prices received were too low to afford satisfactory profits. 

Three major railroads, the Lehigh Valley, the Erie, and 
the Delaware Lackawanna and Western, have shops and yards at various 
cities in this area which when working steadily contribute much to 
the prosperity of the respective cities. Reduced activities at these 
shops have been a severe blow to the two smaller communities and have 
contributed to the unemployment situation in Scranton, the largest' 
city in the area covered. Railroad activity depends to a large ex-
tent upon the output of coal and greater operation of the mines will 
result in increased employment for railroad workers. 

Extraction of coal is at a low point for this season of 
the year. The larger mines are nearly all on a part time schedule. 
The independent operators, however, are working fairly well, but 
they employ only a small proportion of the available miners. The 
recent cold weather has caused some increase in mine operation and 
a sustained period of similar weather will greatly benefit the 
anthracite field. 

Manufacturing activity appears to have increased somewhat 
since July and because of this, better conditions prevail in many 
communities. 

Total resources of all banks visited show an increase of 
about $2,750,000 since July. These banks, particularly those in 
strictly farming or residential communities, have a preponderance of 
savings deposits, the total of such deposits aggregating about 70 
per cent of all deposits. 

While most of the banks charge 6 per cent for loans, there 
is ample mortgage money available at 5 per cent and many banks will 
grant loans at less than 6 per cent where the risk warrants. 

The real estate market continues in the doldrums. In sev-
eral of the smaller communities rentals nearly exhaust the supply 
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of available houses but such a condition has not stimulated new 
construction. 

A concerted effort was made to induce bankers to make 
greater use of the services of the reserve bank, particularly for 
the collection of checks, but even though they were offered the 
opportunity of forwarding checks to us under two availabilities, 
little more than passing interest could be aroused. Long estab-
lished correspondent relationships and a disinclination to defer 
availability are the reasons most frequently given for not making 
changes in present methods. Many bankers consider the keeping of 
transit and deferred credit accounts to be a "bother". They con-
tend that they get as good service sending all, or at least the 
deferred items, to correspondents and taking credit in the cor-
respondent account immediately. 

CLEVELAND 

The rate of interest which member banks may pay on time 
and savings deposits appears to be a matter of increasing impor-
tance to banks, most of whom feel that current rates (2 to 8-1/3 
per cent) are too high in view of the inability to lend funds and 
the low coupon rate on bonds. In numerous communities, and some-
times in entire counties, action looking to lower rates is blocked 
by one institution which refuses to lower the rate, with the re-
sult that the other banks are "bluffed" into maintaining a rate 
which admittedly they cannot afford to pay. This is in spite of 
experiences in many communities where similar conditions have 
existed and the majority of banks reduced rates without appreci-
able loss, and in some cases no loss of deposit accounts. Also, 
as usual in such cases, bankers are hopeful that the Board of Gov-
ernors will by regulation require banks to do that which they 
themselves lack the courage to do. 

A dearth of local loans and unsatisfactory investment 
yields is encouraging many banks to invest in insured F.H.A. mort-
gages at points, in some cases, hundreds of miles away from the 
location of the bank. An increasing number appears to be more and 
more apprehensive of the desirability of this practice in view of 
the fact that the servicing of such mortgages is in outside hands. 
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In cases where the question has been raised we have suggested to 
member banks that the responsibility of the servicing agent is a 
factor worthy of most careful consideration before investment in 
out-of-town loans, particularly if the mortgages thus acquired are 
on properties some distance away. 

This emphasises the difficulty which many country banks 
are today experiencing in their desperate attempts to make earnings. 
Country banks cannot remain highly liquid and continue to exist. 

A number of the smaller industrial towns in the east cen-
tral portions of the State of Ohio are faced with serious problems 
in the shut-down of local mills resulting from what appears to be 
a tendency of a number of the larger industrial units to centralize 
their operations in larger and more economical modern plants. The 
problem is a serious one particularly to banks which have substan-
tial amounts invested in local mortgages on properties of employees 
of these mills. 

Despite a vigorous campaign by the Ohio Bankers Associa-
tion for the inauguration of service charges on commercial accounts 
as a means of providing needed revenue, banks in not more than 
about half the counties in the State are today levying service 
charges. It is noticeable that a lack of disposition to install 
service charges appears to center in the same sections that are 
fearful of reducing interest rates. 

Bankers in some communities are beginning to see the light 
in the matter of reducing the going rate on loans. One bank in the 
State of Kentucky has recently increased its loans from $510,000 to 
$425,000, which they attribute largely to reduction in the rate from 
six to five per centum. 

There appears to be a greater degree of interest in mem-
bership on the part of banks visited during the month of January 
than has been true for some time. The principal deterrent in the 
State of Kentucky is that membership would increase reserve require-
ments since under the terms of the Kentucky law reserves required 
to be maintained t?y Kentucky State banks were the same as the reserve 
requirements of member banks immediately prior to the passage of 
the Banking Act of 1955. In other cases "other real estate" is the 
principal stumbling block. 
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RICHMOND 

Southern Maryland 

Banks in Charles, St. Mary's, and Prince George's Counties 
report, with one exception, but slight expansion of loans and of de-
posits. In an effort to expand earning assets banks have recently 
shown an increased, if belated, interest in BEA loans. While banks 
in other and adjacent counties entered this field earlier and secured 
the more desirable loans, the banks in these counties feel that desir-
able loans are still sufficiently available to justify their undertak-
ing this type of credit operations. One bank, which entered the field 
more than a year ago, has financed approximately |l,000,000 of FHA 
mortgages. Of this aggregate the proportion retained exceeded the 
legal limits, but the bank had no difficulty in disposing of the ex-
cess at a premium of two points. 

Even though there has been a decline of earnings because of 
the reduction of corporate issues in bank portfolios, bankers do not 
seem to be pessimistic about earnings. The larger earnings of former 
times were largely absorbed by losses experienced with corporate bonds. 
Bankers now feel that adequately secured assets, even though earning 
less, are to be preferred to the former state of things. Local loans 
are made at 6 per cent and there is firm opposition to any reduction. 
In certain instances mortgage loans have been made at 5 per cent. The 
rate on time deposits is 2 per cent and this is generally the case where 
the loan rate is maintained at 6 per cent. 

Baltimore 

Banks are placing new emphasis on the expansion of mortgage 
loans. To this end, terms with respect to both rates and maturities 
have been made more liberal, although the valuation process is not as 
broad as that of FHA.. Savings banks have long regarded mortgage loans, 
particularly those on residential property, as one of their distinctive 
functions. For that reason they do not look with much favor on loans 
made under the FHA plan. Such loans are considered likely to lead to 
over-expansion of credit, thus producing a condition which mutual sav-
ings banks view with much disfavor. Rates on mortgages range from 4 
per cent to 6, with the bulk at 5, 

Eastern North Carolina 

Bankers in Edgecombe, Wilson, Johnston, Harnett, and Robeson 
Counties seemed to think that tobacco acreage will be increased from 15 
to 20 per cent this year. Although some of those interviewed dislike 
crop control as a principle, every one thought the farmers made a mis-
take in voting against tobacco control just after it had proved success-
ful in 1938. It was thought that a large part of the vote against control 
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was contributed by small farmers who wanted, to plant a few more acres. 

Central South Carolina 

Banks in Lee, Darlington, Sumter, Kershaw, and Clarendon Coun-
ties experienced a tendency for deposits to increase, for loans to de-
crease, and for investments to increase in 1938 relative to 1937. There 
is no disposition on the part of banks to encourage the growth of time 
deposits and few banks pay as much as 2 per cent on balances, regard-
less of amount. Loans on cotton with commitments from the Commodity 
Credit Corporation are considered very desirable but, like other desir-
able loans, are difficult to obtain in this section. Hence, there is 
much uneasiness among bankers with respect to the prospects for earn-
ings. On the whole, banks show a reluctance to meet the competition 
of Federal credit agencies by lowering interest rates, for the latter 
tend to hover around 6 and 7 per cent, with but few rates as low as 4 
or 5. 

It is difficult to appraise the outlook for economic condi-
tions in South Carolina in 1939. It is true that there is much distress 
among planters because of the pressure to shift from a highly developed 
one-crop type of agriculture to a more diversified agriculture in a 
relatively short time. It is also true that most textile manufactures 
have not been able to operate profitably and, with textile prices at 
present levels, inventories tend to accumulate. Unless this situation 
improves there will be less absorption of the unemployed released by 
farms rather than more. 

Another factor that must be taken into account is the out-
look for tobacco. Crop control for the latter was rejected at the 
referendum, and it is believed that the small farmers, desirous of 
expanding their acreage, were responsible for this. It is also be-
lieved that more tobacco will be planted in 1939, but there is much 
difference of opinion as to the effect on prices. However, it is gen-
erally believed that prices are likely to fall much below the 1938 
level. 

ATLANTA 

Birmingham. Alabama 

During the month of January visits were made to the member 
banks in Birmingham, Alabama. The president of one of the Birmingham 
banks reported a fairly satisfactory business activity in the Birming-
ham area, stating, however, that the activity far outruns the profits 
in most lines of business. According to this banker, the extent to 
which the disbursement of Federal funds, or the lending of Federal funds, 
is responsible directly or indirectly for the increased activity lends 
much uncertainty to an appraisal of the current situation. Deposits 
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have considerably increased; there is a little greater demand for 
money, and the banks are to a limited extent becoming educated in 
the direction of adding to their portfolios what are called, for 
the want of a better term, amortized loans. In the opinion of this 
banker this field offers possibilities for increasing the volume of 
loans during 1939. 

Southeastern Louisiana 

A representative of the New Orleans Branch visited three 
member banks and four nonmember banks which comprise the membership 
of the Southeastern Louisiana Clearing House Association. The bank-
ers interviewed appeared to be satisfied with the progress made by 
their institutions during the year 1938 and, in view of the present 
prospects, were found to be enthusiastic for the future. They ap-
peared to be aggressive and anxious to take advantage of every oppor-
tunity to make loans wherever repayment might be reasonably assured. 
The members of the Southeastern Louisiana Clearing House Association 
are considering the adoption of a standard schedule of service charges. 
The service charges now in effect are fixed by each bank individually, 
and although moderate, have supplemented the earnings of the banks to 
a material extent. 

CHICAGO 

The bankers' associations of Illinois, Michigan, and 
Wisconsin held their mid-winter meetings in January. The principal 
talks and discussions centered about legislative programs, public re-
lations, and fields for new loans with particular reference to per-
sonal and F.H.A. loans. 

Favorable comment was made by a number of banks as a result 
of the newspaper release relative to the introduction of a bill by 
Senator Gillette which would place National banks on an equal footing 
with State banks in so far as the establishment of branches is con-
cerned. 

In the Iowa State Legislature, a bill has been introduced 
which would provide that checks drawn on any State bank must be cleared 
at par by the bank on which they are drawn. Violation of the provision 
would be deemed a misdemeanor punishable by a fine of from $10 to #100. 
The bill would be effective immediately upon enactment and publication. 

The following resolution has been approved by a number of 
the County If arm Bureaus in Iowa, and we are informed was recently 
adopted by the Iowa State Farm Bureau: 

"We believe that the present confused system of 
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Federal examination of banking can be improved and 
the whole credit structure be made much more effi-
cient by consolidation of the powers and duties of 
bank examination on the part of national agencies 
in a single one and that that agency should be the 
one having rediscount power." 

Reports from bankers at La Porte and Gary, Indiana, indicate 
an improved employment situation. At La Porte, a large farm implement 
manufacturer is increasing the number of employees due to larger pro-
duction, At Gary, the prospects are that the steel mills will be tak-
ing on another 3,500 men in the course of the next few weeks. 

No particular criticism has been heard. However, in discuss 
ing membership with the officers of one large bank, the Cashier stated 
that both he and the President were in favor of joining the System, 
but that several of their outstanding directors who are prominent busi 
ness men have taken a very definite stand against it, because of their 
experience in their own businesses, in which they have been severely 
handicapped by the multiplicity of reports required by Government 
agencies, and they believe that membership of the bank in the System 
would entail more work for the bank in preparing reports. 

ST. LOUIS 

During the month our officers and field representative visit 
ed 89 banks in Arkansas, 11 in Missouri, and 4 in Illinois. 

The area visited is principally devoted to agricultural pur-
suits, though containing a broad variety of other activities, includ-
ing oil production, lumber, mining and manufacturing. The principal 
crop is cotton. Results to producers of this staple in 1938 were as 
a whole unsatisfactory, owing to smaller acreage, and the low level of 
prices prevailing throughout the season. Many farmers endeavored to 
augment their incomes by raising other crops, but their incomes fell 
measurably below those of the preceding year. Some bankers and mer-
chants are dubious as to the outcome of cotton in 1939, owing princi-
pally to the enormous carry over. 

There has been a notable increase in raising and condition-
ing livestock for market. There has also been considerable expansion 
in milk production for sale to dairies, and in production of poultry 
and eggs. These operations have proved fairly profitable, and furnish 
an outlet for large quantities of corn and other feed supplies. Large 
quantities of corn are going into the Government com loan in surplus 
producing sections. 

Despite the low level of prices of farm products and other 
discouragements, the morale of the farming communities as a whole is 
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fairly good, and farmers are preparing for next season with some de-
gree of optimism. It is evident that diversification will be prac-
ticed to a greater extent than heretofore. In some counties in 
Arkansas and Southern Missouri experiments are being made with soy-
beans, which have proved profitable for soil building and as a rev-
enue producer in Illinois and elsewhere. Smaller acreages will 
permit of more intensive cultivation and increased use of fertil-
izers, which, according to one banker, will defeat the smaller 
output program by heavier yields per acre. 

Fruit culture is important in northern Arkansas, but due 
to unfavorable marketing conditions, lack of facilities and partial 
failures occasioned by weather and insect pests, results were decid-
edly disappointing in 1938. The mild winter has been beneficial to 
orchards, which are for the most part in excellent condition. Acre-
age of strawberries, an important cash crop, will be increased over 
last year, when plants were badly damaged by freezing. 

Trade and industrial conditions in the territory covered 
are somewhat spotty and uneven, but on the whole gratifying. Marked 
betterment took place during the last half of 1938, and in January 
this year the situation as a whole shows decided improvement as 
contrasted with the same month in the preceding year. Reports rela-
tive to holiday retail business indicate volumes for the most part 
up to expectations. During the past several months, industrial oper-
ations have been helped by the settlement of a number of scattered 
and isolated strikes. 

As a whole, deposits of banks in the area covered increased 
during 1938. Mindful of past regrettable experience, many banks, par-
ticularly small country banks, have a distinct aversion to investments 
in corporation bonds, and are confining their purchases to Government, 
Government agency and State and municipal issues. Commodity Credit 
Corporation and FHA notes are looked upon with quite general favor. A 
very considerable part of the earnings of nonmember country banks was 
derived from service charges and exchange on checks. 

Demand for crop production loans was somewhat better in 1938 
than a year earlier, but withal by no means good. Outlook for such 
loans in 1939, according to a number of bankers interviewed, is def-
initely better than early in 1938. There are general complaints of 
competition of Government agencies in securing production loans and 
other agricultural business. Throughout the present season there has 
been an excellent demand for funds to purchase livestock and to condi-
tion cattle and hogs for market. Bankers are disposed to encourage in 
every way possible the purchase of farm animals and feeding operations 
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Favorable comment has been received from officers of both 
member and nomriember banks concerning two radio broadcasts regard-
ing the Federal Reserve System. They were in the form of interviews 
of officers of this bank by State directors of the National Emergency 
Council. Circular letters announcing the broadcasts were mailed to 
all banks and to others in this district who might be interested. 
On January 19, over Station VvlIAS at Louisville, Kentucky, Frank D. 
Rash, Managing Director of our Louisville branch, was interviewed, 
and on January 26, Wm. McC. Martin, President of this bank, was in-
terviewed over Station WIL at St, Louis. Copies of the script used 
were requested by several bank officers, as well as the Editor of 
Banking, the journal of A. B. A. 

MINNEAPOLIS 

Banks in Minnesota, in lieu of so-called group meetings 
which were heretofore held semi-annually, are holding regional clear-
ing house meetings quarterly. These meetings are strictly business 
sessions, except one, when invitations are extended to Twin City cor-
respondent banks. It is felt that closer cooperation on service 
charges, interest rates, etc., will develop from these informal gath-
erings. Attendance at several of these business sessions during the 
past few months disclosed the fact that the principal topic of con-
versation is the Wage and Hour Law. This law has definitely changed 
the small country bank's opening and closing hour to 9:00 in the 
morning and 3:00 in the afternoon. This legislation, however, has 
not resulted in any increased bank employment. 

In discussing membership with a non-par State bank, which 
is considering coming into the System, a most interesting slant was 
given by its executive officer, who said in part: 

"If I become a State member bank, I shall be de-
prived of some earnings through membership be-
cause of loss of exchange revenue. Nevertheless 
I would consider the revenue which I would lose 
equivalent to a premium on an insurance policy 
issued by the Reserve bank, the terras of which 
would provide that if I continue to operate my 
bank on a sound basis, every asset in an emer-
gency could be converted Immediately into cash." 

Mid-winter Conference. Wisconsin Bankers' Assn.. Milwaukee. 
January 25-25. 1939. 

Six hundred and fifteen bankers were registered and over 
seven hundred attended the banquet. 
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The cashier of a National bank urged country bankers to be 
more fearless in making chattel mortgage loans on dairy cattle. He 
recommended the installment method of payment with cream check assign-
ment, and stated that his bank had had no loss in this class of busi-
ness. He appraises dairy cattle at $50 a head and horses at $75 a 
head, and plans on not lending more than 50 per cent of the appraised 
values. He stated that a banker should be as much criticized by his 
stockholders for the hidden loss due to leaving an excessive amount of 
cash idle and sacrificing the interest income as he would be criti-
cized for taking losses on loans or investments# 

The hew policy of the Federal Land Bank of St. Paul to press 
more actively for the sale of its lands in northwestern Wisconsin at 
sacrifice prices is causing a great deal of bitterness among the bank-
ers of those counties, who claim that land values and the morale of 
mortgagors are being destroyed by this policy. 

It was reported that one nonmember bank in this district 
would very much like to join the System, but is prevented from doing 
so because it is operating a filling station branch, and is not large 
enough to comply with the $500,000 capital section of the Law govern-
ing Federal Reserve membership with branches. Filling station branches 
were discussed with several bankers. It seems to be the general opin-
ion that it is a mistake to establish filling station branches in most 
instances, since the sane amount of deposits could be secured without 
them, but that, having established the branches, it would be most dif-
ficult to discontinue them on account of the adverse public reaction 
in the affected communities. 

KANSAS CITY 

About 110 visits were made to bunks in January and these 
visits brought to light a great variety of conditions. Some banks are 
operating very profitably while others are not; some report a rather 
brisk demand for loans but in other communities there is no local out-
let for surplus funds. Business and farm conditions are badly spotted 
with the result that some bankers are hopeful while many are not. 

Quite a little interest was found in the question of member-
ship. There are a number of banks that will likely apply for member-
ship in the near future and a much larger number that seem definitely 
interested but will wait on account of various matters. A few small 
banks think they should be permitted membership with their present 
capital. Others believe that present reserve requirements are too 
high for country banks. These banks take the position that the prob-
lem of excess reserves is one having to do with financial centers and 
that a policy of manipulating reserves should be more flexible. In 
other cases eligible banks feel that city correspondents serve their 
present needs. 
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A rather active demand is reported for loans to buy live-
stock. This is especially true of cattle as there is an enormous 
amount of pasture feed going to waste. The general opinion is that 
there has been a marked increase in the number of hogs and cattle, 
although it will be a few days yet before the figures of the Depart-
ment of Agriculture for livestock numbers on farms are available to 
confirm these impressions. Bankers are actively encouraging more 
livestock and row crops and less wheat. At the same time it is 
realized that prices are relatively high and that more livestock 
will probably bring lower prices. 

Nebraska bankers are especially active in regard to live-
stock. The executive committee of the State Bankers' Association has 
endorsed a recommendation that banks make "full value" loans for the 
purpose of buying breeding animals. A poll of the membership of the 
Association is also being made to obtain a decision on a proposal to 
form a special corporation to make loans in cases where banks cannot 
function effectively. A proposal has also been made that each bank 
contribute $100 to a revolving fund for some such purpose. There is 
a disposition on the part of some, however, to make haste slowly. 
There is some fear that "too vigorous a campaign might result in an 
overstuffed hog population in the state at the bottom of a price 
cycle," The opinion is general also that if there was any assurance 
that Nebraska would have a good corn crop next season, ample funds 
would be available for all competent farmers. 

There continues to be much grumbling about the competition 
of Governmental lending agencies. In many communities it is said 
some of these agencies are especially aggressive in actively solicit-
ing loans. A good many banks appear to be meeting this competition 
with a reasonable degree of success while others are not. This com-
petition, in conjunction with the tendency of interest rates to ap-
proach the vanishing point, is causing much concern as to the future 
of the small bank. Bankers are also wondering about Government bonds. 
Some of them tend to look upon their investment in Government bonds 
as virtually a frozen asset, 

In many country banks deposits appear to be slowly declining 
A few banks are increasing their commitments in FHA loans and are en-
thusiastic about them. A good many machinery and implement loans are 
being carried over due to the poor wheat crop and low prices. One 
bank that has pushed automobile loans for fourteen years reports losse 
of only $300 in that time. 

There is much dissatisfaction with the oil restriction pro-
gram in Kansas. For instance, one new well that has a daily capacity 
of 1,200 barrels is permitted to produce only 21 barrels a day. In 
many cases the proration quota is only one-half of one per cent of the 
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potential. In parts of Kansas where there was a big oil play last 
year it*is reported that some of the large oil companies are forfeit-
ing leases through nonpayment of rentals. 

The wage and hour law is giving some banks trouble. In most 
instances the period that banks are open is being shortened. In some 
cases country banks are now closed from 12 to 1:30 o'clock. There is 
some discussion of the feasibility of closing for a half day near the 
middle of the week. The disposition - is universal to restrict service 
to the public rather than permit the law to increase costs of opera-
tion* 

DALLAS 

Banks visited in January included eighteen member banks and 
three nonmembers located in four counties of South-Central Texas, where 
cotton farming and stock farming are the predominant activities. 

Deposits of the visited banks are at a seasonal peak and 
their loans are at the usual seasonal "lows". A small cotton crop 
was produced last year, but favorable weather conditions resulted in 
a heavy production of other crops, particularly feedstuffs, and as a 
result the farms are well supplied with feed for the current year, 
which assures the production of the 1939 cotton crop at a minimum of 
expense and borrowed money. 

The abundant supply of feed on hand and the recent distribu-
tion of AAA subsidies among the farmers presage a more moderate demand 
for loans .this year. In this area, as well as elsewhere throughout 
the district, banks are turning to the field of consumer credit for the 
purpose of augmenting earnings. 

They were unable to offer any ideas as to how the Federal Re-
serve System could broaden or improve its services to member banks. 
The president of one country bank having deposits of #400,000 stated 
that he doubted the wisdom of resuming our former custom of holding an-
nual meetings of our stockholders. He said that the purposes which 
such meetings were designed to accomplish could be more effectively 
achieved through the medium of the individual visitations of member in-
stitutions by our officers, such as we are now making as a regular prac-
tice. 

One of the nonmember b&nks visited by our representative has 
a membership application now pending. Although the other two nonmember 
banks contacted by our officers displayed a cordial attitude, they 
seemed disinclined to discuss the reasons why they have not applied 
for admission to the System. The president of one of them remarked 
that his bank would probably be compelled to seek membership in 1941 
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under the present provisions of deposit insurance laws. It is believed 
that action on the part of this particular nonmember toward affiliat-
ing with the System is being deferred pending a further improvement 
in its asset position. 

No comments or criticisms of general interest were offered 
by the interviewed banks except occasional expressions of disapproval 
of the Patman Bill and of the continued heavy expenditures of the var-
ious relief agencies. 

SAN FRANCISCO 

San Francisco reported only a few bank visits in January and 
little comment upon them. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BAIMKS 

JANUARY - 1939 

Federal 
Reserve 
Bank 

Visits to Banks Meetings attended Addresses made Federal 
Reserve 
Bank 

! 
Member 1 Nonmember 1 Total Number Attendance Number Attendance 

Boston 3 1/ 2/ 3 563 
New York 62 61 143 11 3 ,227 1 45 
Philadelphia 58 18 76 — — 1 45 
Cleveland 41 21 62 5 386 1 80 

Richmond 39 26 54 7 1 ,941 1 26 
Atlanta 12 4 16 1 160 — —* -

Chicago 6 4 10 4 1 ,842 1 100 
St. Louis 29 75 104 1 700 2 Broadcast 

Minneapolis 18 12 30 5 1 ,786 1 32 
Kansas City 50 79 • 109 5 995 4 930 
Dallas 19 3 22 1 160 1 26 
San Francisco 6 1 7 12 648 2 Broadcast 

1/ Attendance not reported. 
2/ Including one broadcast. 
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BOARD OF GOVERNORS 96 
O F T H E R-416 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 3, 1939 

Dear Sir: 

There is enclosed for your information 

a copy of a letter which the Board today is send-

ing to Mr. Harrison, Chairman of the Presidents' 

Conference, requesting him to place on the program 

of the forthcoming Presidents1 Conference a ques-

tion as to whether and to what extent figures of 

expenses and volume of operations from which the 

unit costs may be readily computed should be pub-

lished. 

Very truly yours, 

Chester Morrill 
Secretary. 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
EXCEPT CHICAGO AND NEW YORK 
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March 5, 1939. 

Mr. G. L. Harrison, 
Chairman, Presidents' Conference, 
c/o Federal Reserve Bank of New York, 
New York, New York. 

Dear Mr. Harrison: 

As you know, it is the present practice of each Fed-
eral Reserve Bank to publish annually a report to stockholders. 
While the reports are not entirely uniform, most of them in-
clude a statement of condition as of the end of the year, a 
summary statement of earnings and expenses during the year, and 
a list of the officers and directors of the bank. The reports 
issued by two of the Reserve banks, however, contain statements 
which show the cost of conducting the operations of the bank 
during the year, by functions, and the number of items handled 
in each function. Another Federal Reserve Bank has in mind pub-
lishing a pamphlet containing similar information which it pro-
poses to distribute principally by giving it to visitors that 
are shown through the bank from time to time. 

The publication of figures of this nature enables one 
readily to compute certain unit costs and, since the figures 
are published by more than one Reserve bank, to make a compari-
son of unit costs between banks. The Board has some doubt as 
to whether it is advisable to publish the information in a. way 
permitting such comparisons to be made unless we are prepared to 
publish similar information in a uniform manner for all Federal 
Reserve banks. Accordingly, it will be appreciated if you will 
place this topic on the program of the forthcoming Presidents' 
Conference, 

A copy of this letter is being sent to each Federal 
Reserve bank for its information. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Morrill, 
Secretary, 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For immediate release 
March 3, 1939. 

The Board of Governors of the Federal Reserve System 

today announced the appointment of Alfred H. Williams, Dean of 

the Wharton School of Finance, University of Pennsylvania, 

Philadelphia, Pennsylvania, as a class "C" director of the Fed-

eral Reserve Bank of Philadelphia for the unexpired portion of 

the term ending December 31, 1941. 
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BOARD OF GOVERNORS R-418 
O F T H E 99 

FEDERAL RESERVE SYSTEM 
£ W A S H I N G T O N 

A D D R E I I O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 4, 1959 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury Bills; 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

NIJ3EFF - Treasury Bills to be 
dated March 8, 1939, and to 
mature June 7, 1959. 

> J. C, Noell, 
Assistant Secretary. 

Very truly yours, 
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BOARD OF GOVERNORS 100 
O F T H E 

FEDERAL RESERVE SYSTEM 

Dear Sirs 

There are enclosed herewith 

copies of statement rendered by the Bureau 

of Engraving and Printing, covering the 

cost of preparing Federal reserve notes 

from February 1 to February 24, 1959. 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 9, 1939 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

February 1 to February 24, 1959. 

Federal Reserve Notes, Series 1934. 

Total 
110 $20 Sheets Amount 

Boston 66,000 12,000 78,000 7,176.00 

New York 188,000 20,000 208,000 19,136.00 

Philadelphia 74,000 20,000 94,000 8,643.00 

Cleveland 50,000 19,000 69,000 6,548.00 

Richmond 44,000 22,000 66,000 6,072.00 

Atlanta 24,000 6,000 30,000 2,760.00 

Chicago 124,000 35,000 159,000 14,628.00 

St. Louis 54,000 7,000 41,000 3,772.00 

Minneapolis 19,000 6,000 25,000 2,300.00 

Kansas City 24,000 8,000 52,000 2,944.00 

Dallas 21,000 6,000 27,000 2,484.00 

San Francisco 50,000 16,000 66,000 6,072.00 

718,000 177,000 895,000 $82,340.00 

896,000 sheets @ $92.00 per M $82,340.00 
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R-420 

BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning newspapers March 11, 1939, 
of Monday, March 13, 1939. 

Statement of the Board of Governors 

on proposals to maintain prices at fixed 

levels. 

1 
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BOARD OF GOVERNORS 

OF THE 

FEDERAL RESERVE SYSTEM 

March 6, 1939. 

PROPOSALS TO MAINTAIN PRICES AT FIXED LEVELS 

From time to time the Board of Governors of the Federal Reserve System 

is asked to give its opinion about proposals to require some agency of the 

Government to raise the general level of prices and then to keep it constant. 

Some would make it the duty of the Board to do this and some would create a 

new agency for the purpose. All would require that prices be controlled by 

regulating the amount and cost of money. 

Those who favor such proposals believe that prices can be raised by 

increasing the supply of money, that prices can be lowered by reducing the 

supply of money, and that prices can be kept fairly steady by changing the 

supply of money in the right direction at the right time. They believe that, 

if prices were kept fairly steady, we would not have booms, depressions, and 

panics, business would run along on an even keel, and much suffering and hard-

ship would be prevented. 

The Board of Governors is in complete sympathy with the desire to prevent 

booms and depressions, and has always considered it its duty to do what it 

could to help accomplish these results. 

Experience has shown, however, that (l) prices cannot be controlled by 

changes in the amount and cost of money; (2) the Board's control of the 

amount of money is not complete and cannot be made complete; (3) a steady 
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average of prices does not necessarily result in lasting prosperity; and 

(4) a steady level of average prices is not nearly as important to the people 

as a fair relationship between the prices of the commodities which they pro-

duce and those which they must buy. 

Steady prices and lasting prosperity cannot be brought about by action 

of the Federal Reserve System alone, because they are affected by many factors 

beyond the control of the Federal Reserve System. 

1. Prices do not depend on money alone 

Experience in recent years has shown that prices are not controlled by 

the amount or cost of money. 

If currency alone is considered as money, the facts are clear and simple. 

There was |3,600,000,000 of currency in the hands of the public, outside the 

banks, in the middle of 1926 and about the same amount in the middle of 1929, 

while at the end of 1938 the amount of currency had increased to $5,700,000,000. 

If prices were governed by the amount of currency, prices would have been about 

the same in 1929 as in 1926 and would have increased sharply by the end of 

1938. The facts are that the average of wholesale prices, expressed in an 

index number, was 100 in 1926, 95 in 1929, and 77 in 1938. From 1926 to 1929, 

there was no change in the amount of currency but there was a drop of 5 per 

cent in prices. From 1929 through 1938, there was an increase of 60 per cent 

in currency while there was a decrease of 20 per cent in prices. Evidently 

cash and prices do not move together. 
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It is easy to understand why the amount of currency does not control 

prices. Currency is not the principal means used by people in paying for 

what they buy. In fact, it is the small change of business. Most people keep 

only as much money in their pockets as they require for their day-to-day needs, 

such as car-fares, lunches, gasoline, and other items, and what they do not 

need they deposit at the banks. Business firms require currency to meet 

payrolls, stores to make change. Banks keep on hand only a reasonable supply 

to meet the demands of their customers and send the rest, to the Federal Re-

serve banks. 

Because of the way we have come to use our currency, chiefly for small 

payments, we cannot expect to raise prices or increase prosperity by the 

issuance of more currency either by the Treasury or by the Federal Reserve 

banks• Any surplus above the amount needed would only come back to the 

Reserve banks. People can always get all the currency they need so long as 

they have deposits to draw on. 

But more than nine-tenths of the bills in this country are paid by 

checks drawn on bank deposits• Therefore the deposits that the public holds 

in banks and can use as a means of paying for what it buys, as well as the 

currency outside of banks, need to be considered as money. Again the facts 

show clearly that the volume of money does not control the price level. 

The amount of demand deposits was $22,000,000,000 in June 1926, 

$23,000,000,000 in June 1929, and $26,000,000,000 at the end of 1938. As 

already stated, currency outside of banks was $3,600,000,000 in 1926 and 

in 1929, and $5,700,000,000 in 1938. The amount of money, therefore, was 
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larger in 1929 than in 1926 and larger in 1938 than in 1929, But what 

happened to prices? In 1929 they were 5 per cent lower than in 1926$ and 

in 1938 they were 23 per cent lower than in 1926. This proves that factors 

quite apart from the volume of money, i.e., of currency and deposits together 

were influencing the price level. 

There have been times when the amount of money and prices have changed 

together; but usually they have not. When they have moved together this 

may have been due to the fact that it takes more money to do the same amount 

of business when prices are high than when they are low. 

Whether prices and the volume of money do or do not move together depends 

on many other conditions, such as weather and the size of harvests, inventions, 

foreign trade, Government spending, taxes, wages, and the general attitude of 

business. When people are venturesome and expect good times, they lay in 

supplies and this tends to raise prices, When people are discouraged and 

expect things to go badly, they tighten their belts and buy as little as 

possible. The demand for goods declines and prices fall. Usually other 

things have a greater influence on prices than has the amount of money. 

Neither do prices depend on the cost of money. This also has been shown 

by the experience of the last 10 years. The cost of money now is lower than 

it has ever been at any time for which we have a record. This is true not 

only of the rate at which the Government can borrow, and of the rate at which 

large corporations can get money in the money market, but also of the rate 

charged by banks to their regular customers. The average rate charged by 

banks in 36 cities on their business loans was around 5 per cent in 1926; it 

rose to over 6 per cent in 1929, and fell to 3-l/4 per cent in 1938. Federal 
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Reserve disccunt rates in 1926 were 3-1/2 to 4 per cent; in 1929, 4-l/2 to 6 

per cent. In 1938 rates were 1 to l-]/2 per cent. During this period when 

the cost of money was so drastically out, priccs went down by about one-fourth* 

In view of these facts the Board finds it impossible to believe that 

prices can be controlled by changes in the volume and cost of money. 

2, Federal Reserve cannot completely control amount of money 

The Federal Reserve System, furthermore, does not and cannot have com-

plete control of the amount of money and its use. It has an influence on the 

amount and when other things are favorable this influence can become effective, 

but there are many occasions when the System's powers are limited. 

As already explained, currency is not the most important item in our 

business life, and tho Federal Reserve System supplies at all times the cur-

rency that the public demands. If the Reserve System should engage in so-

called open-market operations, that is, if it should buy Government bonds, and 

if it should pay out Federal Reserve notes for them, as has been proposed in 

some of the bills before Congress, this currency would come right back to the 

Reserve banks and would serve no useful purpose. 

The Federal Reserve System has more influence on the amount of deposits 

than it has on the amount of currency, but there are limits to tho System's 

influence. The System has power to give the banks more reserves by buying 

Government bonds. The sellers would receive chocks which they would deposit 

in their banks. The banks in turn would deposit these checks in the Federal 

Reserve banks, thus increasing their balances which under the law are the 

member banks' legal reserves. 
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At a time when things are going well and there is a demand for as much 

bank credit as the banks can supply, increasing the reserves of the banks will 

usually increase the amount that they are willing and able to lend or invest. 

As the banks lend or invest the money they can pass on to the public not only 

the amount of unused reserves that they have, but all the banks together can 

pass on several times the amount of these reserves. This is because the 

banks are required to keep as reserves only a portion of their deposits. The 

proportions are different for different classes of banks; but, at the present 

time, all the banks together can lend or invest about six times as much as 

their reserves. (A detailed explanation of the way this works was given in 

the Board's Annual Report for 1936.) 

When conditions are such that banks lend or invest all the money they 

can, the Reserve banks by buying $1,000,000 of Government securities can enable 

the banks to increase deposits held by the public by |6,000,000. Conditions, 

however, are not always such as to bring this' about. They have not been so 

for a number of years. The Federal Reserve banks have bought more than 

12,500,000,000 of Government securities. There has been a large inflow of 

gold from abroad, and the reserves of our banks have increased from about 

$2,700,000,000 in December 1933 to $9,000,000,000 in January 1939. Deposits 

of banks, however, have not increased in anything like the same proportion; 

because the banks have not found it possible to use all the reserves they 

held. At this time they have about $3,500,000,000 more reserves than the law 

requires and are not finding any way to use these reserves. 
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The Federal Reserve System can see to it that banks have enough reserves 

to make money available to commerce, industry, and agriculture at low rates; 

but it cannot make the commercial banks use these reserves, it cannot make the 

people borrow, and it cannot make the public spend the deposits that result 

when the banks do make loans and investments. 

3. Steady prices do not assure prosperity 

Even if the amount of money did determine prices and even if the Federal 

Reserve System could determine the amount of money, experience shows that 

steady prices would not necessarily mean prosperity. 

It is true that violent changes in prices are harmful. A very rapid rise 

in prices results in speculation, in accumulation of inventories and in un-

sound undertakings, which later result in a collapse with falling prices, 

failing business, and general distress• 

But that does not mean that lasting prosperity is assured when prices are 

steady. We had fairly steady prices from 1921 to 1929; but during that period 

there was developing a speculative situation which led to the collapse in 1929. 

It was during this period that billions of unsound foreign loans were made; 

that expensive and unsoundly financed apartment houses and office buildings 

were erected far beyond the needs of the people; that stock prices rose to 

fantastic levels. It was during this period that the ground was prepared for 

the depression which began in 1929 and from which we have not yet completely 

emerged. An unchanged average of wholesale prices alone, therefore, does not 

assure the people of lasting prosperity. While- prices are stable, destructive 

forces may be at work that lead to panic and disaster. To require the Board 

to be guided in its policies entirely or principally by changes in the level 

of prices would prevent it at times from doing its best to serve the public 

interest. Digitized for FRASER 
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Relations of prices more important than average prices 

One reason why steady average prices do not assure prosperity is that the 

average can be steady while prices of some of the commodities that make it up 

change violently. People are more interested in the relation between the 

prices of what they produce and sell and the prices of what they buy and use 

than in the general price level. A farmer is interested not only in what he 

can get for his products over and above the cost of production but also in 

what he has to pay for the things that he needs to buy - how many bushels of 

wheat or pounds of cotton it takes to get a suit of clothes or a new plow. 

For the industrial producer the cost of his raw materials and labor compared 

with the prices that his products will fetch is what counts. To a wage earner 

or salaried man the important thing is the relation between his income and the 

cost of living. Even the ability of people to pay their debts does not depend 

so much on the average level of prices as upon the amount by which their net 

income exceeds their living expenses. 

A steady average of prices, furthermore, may cover up sharp movements in 

prices of important commodities upon which large sections of the country 

depend. For example, from March to September 1937, while the average of whole-

sale prices was steady, grains declined by 19 per cent and cotton by 38 per 

cent. Many people are misled by averages* At the present time, with the 

average of all wholesale prices at 77 per cent of the 1926 level, prices of 

farm products are at only 67 per cent, while industrial commodities are at 

80 per cent. Even prices of different farm products differ widely. Cotton 

and grain prices are 50 per cent of the 1926 level, while livestock prices 

are 80 per cent. 
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An attempt to maintain a steady average of prices would run into serious 

difficulty in years when prices of some commodities were forced up by drought, 

armament demand, or other things beyond the control of the monetary authority. 

When prices of industrial materials advanced in 1936-1937, a steady average of 

prices could have been maintained only if prices of finished products had de-

clined, and if that had occurred, it would have made it unprofitable to buy 

materials on a rising market with the prospect of selling finished products on 

a falling market. This would have resulted in a slowing down of industrial and 

building activity. Differences between price movements of raw materials and 

finished products were, in fact, an important reason of the turn down in busi-

ness in 1937. 

Summary 

To summarize, the Board of Governors is in complete sympathy with the 

real purpose of the price-stabilizing bills, which is to prevent booms and 

depressions and have business always on an even keel. But experience has shown 

that prices do not depend primarily on the volume or the cost of money; that 

the Board's control over the volume of money is not and cannot be made complete 

and that steady average prices, even if obtainable by official action, would 

not assure lasting prosperity. The Board exerts all its powers to provide a 

constant and ample flow of money at reasonable rates to meet the needs of 

commerce, industry, and agriculture* In order to maintain a lasting prosperity 

many other agencies of the Government, as well as many groups in the general 

public, must cooperate, since policies in respect to taxation, expenditures, 

lending, foreign trade, agriculture, and labor all influence business condi-

tions . 
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The Board believes that an order by Congress to the Board or to any 

other agency of Congress to bring about and maintain a given average of prices 

would not assist but would hinder efforts to stabilize business conditions. 

It would hinder, because the price average frequently would indicate a policy 

that would work against rather than for stability. Such an order would also 

raise in the public mind hopes and expectations that could not be realized. 

Conclusion 

In view of all these considerations the Board does not favor the enactment 

of any bill based on the assumption that the Federal Reserve System or any 

other agency of the Government can control the volume of money and credit and 

thereby raise the price level to a prescribed point and maintain it there. 
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P.-42X 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 11, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

NUBEGO - Treasury Bills to be 
dated March 15, 1939, and to 
mature June 14, 1939. 

Very truly yours 

J. C. Noell, 
Assistant Secretary 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS ~ 1 1 4 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 15, 1939. 

Dear Sir: 

There is attached a copy of the report 
of expenses of the main lines of the Federal Re-
serve Leased Wire System for the month of February 
1939. 

Please credit the amount payable by 
your bank to the Board, as shown in the last col-
umn of the statement, to the Federal Reserve Bank 
of Richmond in your daily statement of credits 
through the Interdistrict Settlement Fund for the 
account of the Board of Governors of the Federal 
Reserve System, and advise the Federal Reserve 
Bank of Richmond by wire the amount and purpose 
of the credit. 

Very truly yours, 

Fiscal Agent. 

Enclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS EXCEPT RICHMOND 
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R-422-a 

REPORT OF EXPENSES OF MAIN LINES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE' MONTH OF FEBRUARY. 1939. 

Words Sent 
Total 

Expenses Payable 
Federal Number by N. Y. Total Pro Rata Paid to 
Reserve of Words Chargeable Words Share of by Banks Board 
Bank Sent to Other Charge- Total Ex- and of Gov-

F.R. Banks able penses (l) Board (2) ernors 

Boston 20,834 448 21,282 $ 525.09 $ 301.23 $ 223.87 
New York 60,113 - 60,113 1,483.15 1,024.84 458.31 
Philadelphia 17,380 450 17,830 439.92 241.67 198.25 
Cleveland 26,932 456 27,388 675.74 339.07 336.67 

Richmond 23,692 436 24,128 595.30 198.19 397.11 
Atlanta 39,357 448 39,805 982.10 297.01 685.09 
Chicago 54,691 742 55,433 1,367.69 1,366.75 .94 
St. Louis 36,435 436 36,871 909.71 252.03 657.68 

Minneapolis 16,056 448 16,504 407.20 185.17 222.03 
lansas City 37,066 436 37,502 925.28 259.21 666.07 
Dallas 29,950 469 30,419 750.52 276.54 473.98 
San Francisco 39,132 455 39,587 976.72 375.61 601.11 

Board of 227,733 - 227,733 5,618.81 10,539.92 — . 

Governors 

Total 629,371 5,224 634,595 $15,657.23 $15,657.23 $4,921.11 

' (1) Based on cost per word ($.024672791) for business handled during the month. 

(2) Payments by banks are for personal services and supplies and payments by Board 
are for personal services and supplies ($1,579.18) and wire rental ($8,960.74). 
Personal services include salaries of main line operators and of clerical help 
engaged in work on main line business, such as counting the number of words in 
messages; also overtime and supper money and Retirement System contributions 
at the current service rate. 
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A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 15, 1939. 

Dear Sir: 

It is the Board's policy to furnish each member 
bank with one complimentary copy of the Federal Reserve 
Bulletin each month and additional copies only upon pay-
ment of the regular subscription fee of $2.00 per annum. 

The Board is in receipt of a recommendation 
from the Federal Reserve Bank of San Francisco recommend-
ing that a complimentary copy of the Federal Reserve 
Bulletin be furnished each month to out-of-town branch 
offices of member banks in the Twelfth District, with a 
maximum of fifty copies to the branches of any one bank. 

While the Board is inclined to look favorably 
upon this recommendation, it realizes that conditions in 
other districts may indicate the advisability of some 
other method of determining which branches of member 
banks will receive the Bulletin should the Board revise 
its policy. To assist the Board in making a decision, 
it will be appreciated if you will submit your recom-
mendation in this matter. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS EXCEPT 
SAN FRANCISCO 
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OTAXIBtiCKi fUtt THB «UH» 

For immediate release March l£, 1939 

CONDITION OF MEMBER BANKS ON DECEMBER 31, 1938, 
COMPARED WITH SEPTEMBER 28, 1938 AND D&CBffi® 31, 1937. 

(In thousands of dollars) 

Condition on — Change since — 
December September December September December 

31, 28, 31, 28, 31, 
1938 1938 1937 19J38 1937 

A S S E T S 
Loans (including OMerdraft$rl3,207,760 
U* 8. Gov't direct oblige 10,882,288 
Oblig, guaranteed by 
U, S. Government 2,340,243 
Oblige of Gov't corp'n and 
agencies not guaranteed 
by United States 330,879 
Oblige of States and politi-
cal subdivisions 2,447,792 
Other bonds, notes and 
debentures 1/ 2,401,538 
Corporate stocks (including 
F. R. bank stock) 1/ , 459.990 

12,937/37 13,957,823 
10,712,818 10,574,143 

+270,323 -750,063 
+169,470 +308,145 

2,298,477 1,797,407 + 41,766 +542,836 

Total loans and irwestmentp3«62.070.490 
Reserve with F, R. banks 8,694,388 
Cash in vault 745,650 
Demand balances with banks 
in United States (except private 
banks and American branches 
of foreign banks) 4,119,695 
Other balances with banks 
in United States 119,824 
Balances with banks in 
foreign countries 50,553 
Due from own foreign branches 4,196 
Cash items in process of 
collection 1,758,709 
Bank premises owned and 
furniture and fixtures 945,037 
Other real estate owned 325,634 
Investments and other assets 
Indirectly representing 
real estate "y 144,508 
Customers1 liability on 
acceptances 120,722 
Earnings accrued but not yet 
collected 100,638 
Dther assets 129,791 

276,671 280,280 

2,317,492 2,046,611 

2,545,618 2,566,080 

yg.376 ?2?/U 
31,636,689 31,751,755 

+ 54,208 + 50,599 

+130,300 +401,181 

-144,080 -164,542 

- 78.186 - 69.421 

8,192,978 
774,887 

3,817,382 

119,644 

73,374 
1,261 

7,005,209 
589,4# 

3,319,785 

94,605 

69,723 
3,578 

+443,601 +318,735 
+501,410 +1,689,179 
- 29,237 +156,193 

+302,313 

+ 180 

+799,910 

+ 25,219 

- 22,821 - 19,170 
+ 2,935 + 618 

1,460,367 2,259,351 +298,342 -500,642 

968,380 971,465 - 23,343 - 26,428 
335,567 342,694 - 9,933 - 17,060 

If 1/ 1/ 2J 
112,965 154,504 + 7,757 - 33,782 

207,832 182,160 + 22,597 +48,369 

Total assets 49,329,835 ̂ 47,691,526^46,744,286 +1,638,309 +2,585,549 

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



common or m m m m os 
acmxm trra s a m a r a m, vm ah> 

, fin toUm) 
31» 1938, 

31, 1937. 

118 ^ 
&4a4a 

Deo, 31, 
1938 

Condition on 
8#t* 2 C 

1938 

Chi 
Dec* 31# 
1937 

Sept* 
1938 

:e alnce — 
Deo. 
1937 

L I A B I L I T I B"S 
Tl.gS2.795 rn.30e.304 29.317424 +1.544.4* +2.535.771 

.vidua!*, partnerships 
and corporations 21,119,188 
0* 8. Government 789,816 
States and political 
stAdivisione 2,385,689 
Banks in United States 6,510,303 
Banks in forg'n countries 500,641 
Certified and officers1 

cheeks, cash letters of 
credit and travelers* 
cheeks, etc* 547,158 

total m m a b . 
partnerships, 

and corporations! 
Savings deposits 
Certificates of deposit 
Christmas savings and 
similar accounts 
Open accounts 

Postal savings V 
States and political 
subdivisions 
Banks in ttoited States . 
Banks in forg'n countries. 

20,4)8,710 
907,267 

2,079,830 

537,887 
11.662.SW 

19,747/50 • 680,478 +1,371,738 
781,034 + 82,549 * 8,702 

S B # 
• 305,859 +253,705 
+ 422,230 +1,073,863. 

452,772 + 44,124 + 47,869 

767,342 + 9,271 -220*344 
+ 7 m m 

9,556,698 
702,077 

20,971 
566,116 
61,288 

461,512 
131,637 

to own forg'n branches 143,425 
Bill# payable, rediscounts, 
and other liabilities for 
borrowed money 6,209 
Acceptances outstanding 138,737 
Dividends declared but not yet 
payable 32,664 
Income collected but not yet 
"earned 43,649) 
Btoenaes accrued & unpaid 69,683] 
Other liabilities 

9,398,613 9,461,126 + 158,085 + 95,572 
724.377 740,327 - 22,300 - 38,290 

121,292 28,761 - 100,321 - 7,790 
544.378 575,832 + 2i;738 - 9,716 
69,605 94,653 - 8,317 - 33,365 

464,427 481,721 - 2,915 - 20,209 
3,30,009 128,641 + 1,628 + 2,996 

+1,592 519 * 2 ~ M M 
117,510 + 25,993 + 25,913 

i&m9m 
117,432 

14,001 
121,414 

35,817 

1/4*621 - 7,792 - 8,412 
173,631 + 17,323 - 34,874 

43/23 - 3,153 - 10,759 

?ma, 3i,abW-tle.ff 
C A P I T A L A C C O U N T S 

Ifl 

222,359 

z h s 

.185,290 - 944 + 36*125 

.TTC JJJ. +1^ 

Capital 
Surplus 
Qbdivided profits 
Reserves tor contingencies 
Other reserves 

2,403,098 
2,082,726 
635,548 
265,345 

2,425,628 
2,046,844 

a * 

2,430,606 - 22,530 - 27,908 
2,010,421 + 35,882 + 72,305 

±jgL ' 
* 

311,355 - 9,050 

Set dewmd deposits sutoje... , , 
W i t n m 25,962,672 25,038,348 #0*652 *944,304 +2,242*030 
8 * * a d^positr-6djU6tedy22^93,336 a,596*0# 20087*425 *697,266 +1,905,901 
" - of banks 6,338 6,34l 6,341 * 3 - . 3 

j/ The indicated changes in Loans, in Other bodds, notes and debentures, and in Gcsr~ 
eoratke stocks since prior call dates are affected by the amount of investments 
#4,969,000 and other assets $49,939,000 (principally loans) indirectly representing 
bank premises and other real estate, which are now reported and shown separately* , 

Revised to exclude acceptances of other banks and bills sold with endorsement, 
tih are now reported as contingent liabilities* 
Includes U* 8. Treasurer1 s time deposits, open account* 
Demand deposits other than interbank and U. 3, Government, less cash items re-

ported as in process of collection* 
* 
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ALL MEMBER BANKS CONDITION ON DECEMBER 31, 1938, BY CLASSES OF BANKS, 

(Amounts in thousands of dollars) 

R»424b 

All 
Central reserve city 

member banks • 
Reserve 
city Country 

member 
banks New York Chicago 

member 
banks 

member 
banks 

z A S S E T S x 
Loans (including overdrafts) 13,207,760 
UeS* Gov't direct obligations 10,882,288 
Obligations guaranteed by 
U»' 8* Government 2,340,243 
Obligations of Oov*t corporations 
and agencies not guaranteed 
by United States 330*879 
Obligations of States and 
political subdivisions 2,447,792 
Other bonds,notes and debentures 2,401,538 
Corporate stocks (including 
F, R. bank stock) 
Total loans and investments 32*070#490 
Reserve with F. R. batiks 8,694,388 
Cash in vault 745,650 
Demand balances with banks in 
U» S* (except private banks and 
American branches of foreign 
banks) 4,119,695 
Other balances with banks in UeS# 119*824 
Balances with banks in foreign 
countries 50,553 
Due from own foreign branches 4,196 
Cash items in process of 
collection 1*758,709 
Bank premises owned and furniture 
and fixtures 
Other real estate owned 
Investments and other assets inr« 
directly representing 
real estate 
Customers* liability on accep-
tances 
Earnings accrued but not yet 
collected 100,638 
Other assets 129,791 

3,262,309 538,602 
2,962,971 1,004,937 

894,302 108,909 

121,082 27,393 

517,209 140,748 
404,626 118,603 

4,962*906 4,443,943 
4*278*074 2,636,306 

739*905 597,127 

100,174 82,230 

807,504 982,331 
610*753 1*267,556 

459.990 172.283 2? ,70? #4,644 
8,334*782 1,968*901 
4,103,767 883,775 

68,247 34,572 

11*653*960 10*112*847 
2*354,176 1,352,670 
320*553 322,278 

945*037 
325,634 

144,508 

120,722 

106*771 
1,776 

222,527 
12,764 

1*885,687 
54*398 

1,904,710 
50*886 

34,076 
192 

1,992 11*289 
4,004 

3,196 

579,743 119,728 786,776 272,462 

213,474 
33,791 

21,097 
5,502 

329*265 
118,816 

381,201 
167,525 

16,906 985 97,551 29,066 

89,523 2,431 27*147 1,621 

30,896 
43,076 

8,391 
6,621 

41,580 
34,984 

19,771 
45,110 

Total assets 49,329,835 13,657^)20 3,289,286 17,720*186 14*663,343 

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



130 
ALL MEMBER BANKS CONDITION ON DBCEMBER 31, 1938, BY CLASSES OF BANK, 

(Amounte In thousands of dollars) r-424c 

All 
Central reserve city 

member banks 
Reserve 
city Country 

member 
banks New York Chicago 

member 
banks 

member 
banks 

Demand deposits — total 
Indiv'ls, partnerships, and 
corporations 21,119,188 
United States Government 789,816 
States & political subdivisions 2,385,689 
Banks in United States 6,510,303 
Banks in foreign countries 500,64l 
Certified and officers' checks, 
cash letters of credit and 
travelers1 checks# etc, 547,158 

Tine deposits — total H , # 0 , 3 4 3 

Individuals, partnerships, and 
corporations* 
Savings deposits 
Certificates of deposit 
Christmas savings and 
similar accounts 

Open accounts 
Postal savings ij 
States & political subdivisions 
Banks in United States 
Banks in foreign countries 
Tfltdeposit? 
Due to o m foreign branches 
Bills payable, rediscounts, 
other liabilities for 
borrowed noney 
Acceptances outstanding 
Dividends declared but not yet 
payable 
Income collected but not yet 
earned 
Expenses accrued & unpaid 
Other liabilities 
Total liabilities 

31*852.795 11.011.639 2.558,360 11.196.531 7,086,265 

7,273,337 1,596,974 
139,413 83,419 
280,100 181,490 

2,687,377 657,821 
436,776 9,493 

194,636 29,163 
46$.,m 

7,034,292 
424,317 
796,320 

2,719,227 
52,673 

169,702 
4,632,174 

5,214,585 
142,667 

1,127,779 
445,878 
1,699 

153,657 
5.722.945 

9,556,698 
702,077 

20,971 
566,216 
61,288 
461,512 

387,611 404,785 
28,075 14,718 

43,363,138 
143/25 

and 

6,209 
138,737 

876 
235,366 

36,239 

jJI. 

143 
32A15 

9,350 

3,809,606 
183,946 

7,541 
232,401 
17,284 
268,744 
108,252 

4,954,696 
475,338 

12,411 
66,234 
44,004 
147,179 
23,083 

11,705,752 3,019,471 15,828,705 12,809,210 
143,425 — — — 

32,664 

43,649 
69,683 
108,083 

104,228 2,666 

12,654 800 

8,560 1,486 
15,864 7,760 
73,981 252 

378 
30,173 

11,839 

21,731 
29,506 
20,606 

5,831 
1,670 

7,371 

11,872 
16,553 
13,244 

A3.905.588 ia.o64./64 3.032.435 15.9^2,938 12,865,751 

C A P I T A L 
Capital 
Surplus 
Undivided profits 
Reserve for contingencies 
Other reserves 

Total capital account# 

A 0 0 0 U N T 8 
2,403,098 
2,082,726 
635,548 
265,345 

>,424,247 

548,395 
807,960 
169,635 
63,350 

126,900 
72,280 
28,747 
28,951 
J22 

796,435 
643,532 
219,812 
105,671 
11,798 

931,768 
558,954 
217,354 
67,373 
22.143 

7 1,5^2,556 256,851 1,777,248 1,797,592 

capital accounts 

Net demand deposits subject 
to reserve 
Demand deposits-adjusted 2/ 
Number of banks 

4»-ra-a*i 11.647.030 

g g s " , 5 8 5s8sr ssas 
6,338 36 13 344 5,945 

2/ Includes United States Treasurer's tine deposits, open account# 
2/ Den and deposits other than interbank and United States Government, less cash 

items reported as in process of collection# 
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all mmber banks cwmnoAiic* or ma», xsromsitto, m m , bbtats, and 
CAPITAL, 08 w c m m 31, 1938, BY OLMBB OF BAfflB* . 

(In thousands of dollars) Bf4a4d 

Central aosserve olty 
All 
member 
banks Hew York } Ofcieago 

Reserve 
city 
member 
banks 

Country 
member 
bank# 

973,351 

774,956 

•— total " ™ ™ 13.2 

Ooeuaercial and induat*l loans 4,732,173 
Agricultural loans 716,521 
Com1! paper bought in open market 347,629 
Bills, acceptances, etc*, pay-
able in foreign eerontries 9,987 
Acceptances of other banks, pay-
able in United States 88,048 
Reporting banks1 orm acceptances 94,730 
Loans to brokers and dealers 
in securities 
Other loans for purchasing or 
carrying securities 
Real estate loans i 
On farm land 
On residential property 
On other properties 
Loans to banks 
All other loans 
Overdrafts 
?l Ji <%vernmant forect pb^gy 
fetoyi — total to 
K S w r y bills 
Treasury notes 
Bonis maturing in 
Bonds maturing in . 
Bonds maturing in 1949*9.958 

1,720,43 

2,721,488 
7,976 

9,039 

927 

76,224 
52,269 

786,708 

220,171 

294 

2^441 
98,905 
433,186 
3,201 

% 
23,071, 

457 

186 
2,399 

42,889 

69,773 

206 

%5^ 
61,7$ 

49 

1,915,271 
205,456 
91,886 

7,569 

10,345 
37,950 

119,197 

241,963 

95,904 
780,827 
353,379 
19,965 

i,o4?,w 
483,$zr 
133433 

w 

24,557 

243,049 

296,036 

1,146,398 

3,388,961 
736,937 

2,453,098 
2,887,835 

Bonds maturing in 1959or laker 1,139,698 

assess 

580,978 
534,152 
199,466 

291,453 
3 M 0 3 
233,602 
352,521 
132,879 

57,14 
,608 
,969 

1,116,869 
1,184,693 
478,786 

jflw 
,325 

a s 
621,649 
816,469 
328,567 

Maturing in 1939-1943 
Beconstmstiem Finance Corp'a -^WY1F,WW 
Bone Owners* loan Corporation 1,323,848 
Federal Paw Mort»g Oorp'n 433,588 
Other Qovernment corporations 
and agencies 155,846 

w of Goy*t TOTOOTT 

65,018 46,,,-w 

ass 
56,415 „ 13,317 57,878 28,2)6 

Mdeirol Land banks 
Jnfce** Credit 

W 

M6?8B 
rr,72» 8,602 33,686 

37,301 
j ^ 

22,234 

tttfemst qpeeifio maturity 
in 1939-1943 
in 1944 or later 

149,. 
1,478,409 
810,636 

3,011 34,753 
437,985 85,780 
75,253 19,944 

47,671 
443,668 
312,351 

s:s 
403,088 
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ALL MEMBER BASKS — CLASSIFICATION OF WAN8, lUVWWBirCS, REAL ESTATE, m 
CAPITAL, 08 MBOOIBea 31, 1938, BT OOSBIB OF BAM®. . 

(In thousands of dollars) 

All 
Central reserve city 

member banks 
Reserve 
city Country 

member 
banks 

New York Chicago member 
banks 

member 
batiks 

yb^ad^^notes. mid dsbenr 

(A3ll6l0) 
786,594 
766,456 
568,366 
97,934 
182,1^8 

In-deftoilt 
Maturing In 1939-1943 

Railroads 
Public utilities 
Industrials 
Other domestic corporations 
Foreign — public and private 

Stock* total 
Federal Reserve bank , „ 
ifiBLiatee of reporting banks 204,148 
Other domestic banks 23,430 
Other domestic corporations 196,175 
Foreign corporations 1,743 

fmk prwiges, furn^tye 
effort 

Bank premWs 863,883 
Furniture and fixtures EL,154 
Farm land (including improvements) 23,741 

SsS 
K 
(88,521) 
138,864 
118,977 
93,339 
13,304 
50,142 

J T " 

Residential properties 
Other real properties 
M a t # time 

estates 
Investments 
Other assets 

Ctoital 
far op face value —* total 
(k#tal notes & debentures 
First preferred stock 
Second preferred stock 
Common stock 
Retirable value of -*» 
First preferred stock 
Second preferred stock 

136,227 
165,666 

94,569 
49,939 

47,743 
2 ,ma 
80,436 

462 

211,870 
1,604 

31 
10,271 
23,489 

14,544 
2,362 

314,726 
24,373 

2,023,302 

378,550 
29,662 

770 

9,445 

538,394 

23,311 

>,852 
1,367 
14,542 
29, 

276 
503 

22,945 
27 

21,013 
84 
64L 

1,672 
3,189 

(30 
(138. 
185,073 
175*578 
161,360 
38,147 

-4SB-

52,119 
679 

294,628 
34,637 
6,807 
43,550 
68,459 

(164*741 

278,815 
45,316 
66,909 

7,748 
9,594 
40,675 

575 

% 
16,262 

toj529 

928 
57 

61,596 
35,955 

17,501 
11,565 

126.500 

25*700 

100,800 

25,800 
109,685 
8,150 

652,800 

I69J96 
16,223 
731,308 

25,700 
• ***# 

126,978 
8,550 

202,561 
a,112 
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BOARD OF GOVERNORS 
O F T H E 

RESERVE SYSTEM 
W A S H I N G T O N 

FEDERAL 

R-425 

123 

A D D R E I I O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 17, 1959. 

Dear Sir: 

Several of the Federal Reserve banks have recently sug-
gested that the Secret Service Division furnish them with the 
necessary number of copies of each circular describing counter-
feit notes in order to facilitate the distribution thereof and 
to eliminate a duplication of expense. Accordingly, this matter 
was taken up with the Secret Service Division and the Division 
was also asked whether it would furnish the Reserve banks with 
a sufficient number of franked envelopes to make distribution of 
the counterfeit notices. 

The Secret Service; Division stated informally that at 
the present time the limited appropriations available to the 
Division make it impossible to furnish the Reserve banks with 
franked envelopes but that it would be able to furnish a suf-
ficient number of copies of the circulars for distribution. 

The Secret Service Division asked whether an arrange-
ment could be worked out, whereby the circulars could be mailed 
directly from Washington under the Board's frank rather than 
through the Reserve banks, particularly since it would expedite 
to some extent the distribution of the circulars. Such a pro-
cedure would appear practicable and accordingly arrangements 
have been made under which the Board will address envelopes to 
all member and nonmember banks in the United States and deliver 
them to the Treasury Department which will insert and mail the 
counterfeit notices. The Board's mailing list comprises all 
national banks in the continental United States and all State 
commercial banks, trust companies, mutual and stock savings 
banks and such private and industrial banks as are included in 
abstracts issued by State banking departments. One copy of 
each notice will also be sent direct to each Federal Reserve 
bank and branch. 
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The replies to the Board's telegram of December 14, 1938 
indicate that the distribution of counterfeit notices by some of 
the Reserve banks is not limited to member and nonmember banks; 
also, that in certain cases bulk deliveries are made to banks and 
others. Under the procedure as set forth above, only one counter-
feit notice will be sent to each member and nonmember bank. It 
will be appreciated, therefore, if you will advise the Board the 
additional number of copies that should be sent to your bank for 
distribution to others than banks and to banks which have re-
quested more than one copy. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-426 

BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 18, 1959 

Dear Sir: 

The Board of Governors of the Federal Reserve System is 
advised that the following holidays will be observed by Federal 
Reserve banks and branches during the month of April: 

April 10 (Monday) - Easter Monday 
Charlotte 

April 12 (Wednesday) - Halifax Independence Day 
Charlotte 

April IS (Thursday) Thomas Jefferson's Birthday 
Richmond 
Birmingham 

April 19 (Wednesday) - Patriots.1 Day 
Boston 

April 21 (Friday) - San Jacinto Day 
Dallas Houston 
El Paso San Antonio 

April 5 (Monday) - General Election Day 
Detroit 

April 7 (Friday) - Good Friday 
Philadelphia 
Pittsburgh 
Baltimore 
Jacksonville 

Nashville 
New Orleans 
Memphis 
Minneapolis 

April 22 (Saturday) - Arbor Day 
Omaha 
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April 26 (Wednesday) - Southern Memorial Day 
Atlanta 
Birmingham 

J acksonville 

On the dates given the offices affected will not partici 
pate in either the transit or the Federal Reserve note clearing 
through the Interdistrict Settlement Fund. Please include transit 
clearing credits for the offices affected on each of the holidays 
with your credits for the following business day. No debits cover 
ing shipments of Federal Reserve notes for the head offices con-
cerned should be included in your note clearings of April 7, 13, 
19, 21 and 26. 

Please notify branches. 

eiy truly yours 

U • V e iNU t3J--L j 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BAMS 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

R-427 

STATEMENT FOR THE PRESS 

For release in morning papers, 
Tuesday, March 21, 1939. 

The following ruling will appear in the Federal 

Reserve Bulletin: 

Extension of Time by Committee of Exchange after 
Original Period Has Expired. 

Section 3(b) of Regulation T provides that when a 

customer effects certain transactions in a general account the 

creditor must obtain the deposit of certain cash or securities 

in the account, and must obtain such cash or securities before 

the expiration of three full business days following the date 

of the transaction. Section 3(e) provides that if such cash 

or securities are not obtained within the specified period, 

certain liquidations must be effected in the account during 

the period. Section 3(f) provides, however, as follows: 

"Extensions of time.- In exceptional cases, the 
three-day period specified in section 3(b) may, on 
application of the creditor, be extended for one or 
more limited periods commensurate with the circum-
stances by any regularly constituted committee of a 
national securities exchange having jurisdiction over 
the business conduct of its members, of which exchange 
the creditor is a member or through which his trans-
actions are effected, provided such committee is 
satisfied that the creditor is acting in good faith 
in making the application and that the circumstances 
are in fact exceptional and warrant such action." 

Section 4(c) relating to the special cash account 

provides that, in general, if a customer does not make full 
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cash payment for a security purchased by him in the account 

within seven days after the date on which the security was 

purchased, the creditor shall promptly cancel or otherwise 

liquidate the transaction. Another paragraph of the section 

specifies different periods of time for certain special types 

of transactions, and the section then provides: 

"If any regularly constituted committee of a 
national securities exchange having jurisdiction 
over the business conduct of its members, of which 
exchange the creditor is a member or through which 
his transactions are effected, is satisfied that 
the creditor is acting in good faith in making the 
application, that the application relates to a 
bona fide cash transaction, and that exceptional 
circumstances warrant such action, such committee, 
on application of the creditor, may (A) extend 
any period specified in the two preceding para-
graphs for one or more limited periods commensurate 
with the circumstances, or (B) in the case of the 
purchase of a registered or exempted security which 
has been effected by the customer in the account, 
authorize the transfer of the transaction to a 
general account or special omnibus account and the 
completion of the transaction pursuant to the provi-
sions of this regulation relating to such accounts." 

The Board has recently been asked whether an applica-

tion for such an extension of time pursuant to section 3(f), or 

for an extension of time or transfer of a transaction pursuant 

to section 4(c), may be approved by a business conduct committee 

after the expiration of the period originally applicable to the 

transaction. 

It is the view of the Board that such an application 

may not be granted after such period has expired. 
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Thus an application for an extension of the three-

day period applicable to a transaction in the general account 

could not be approved by the committee after midnight of the 

third full business day following the date of the transaction. 

Similarly, in the case of a transaction in the special cash 

account to which the standard seven-day period is applicable, 

an application for an extension of time or for a transfer of 

the transaction should be passed upon by the committee not 

later than midnight of the seventh calendar day after the date 

of the transaction. In case an extension of time has been 

granted for a particular transaction, any application for a 

further extension or for a transfer of the transaction should 

be received and acted upon before the expiration of the prior 

extension. 

In order to facilitate its consideration of the ap-

plications, each business conduct committee may, of course, 

further limit the period following a transaction within which 

it will receive any such application. 
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R-428 
BOARD OF GOVERNORS n 

O F T H E l o U 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 20, 1959. 

Dear Sir: 

There is enclosed for your in-

formation a summary of the bank relations 

reports submitted by the Federal Reserve 

banks for the month of February, 1959, in 

response to the Board's letter of August 

25, 1956 (X-9680). 

Very -y yours 

L. P. Bethea, 
Assistant Secretary. 

Enclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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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 
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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. 
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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. 

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



140 
-10- R-428-a 

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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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
. W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
TO T H E B O A R D 

March 20, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

NUBEKE - Treasury Bills to be 
dated March 22, 1939, and to 
mature June 21, 1939. 

try truly yours, 

Assistant 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-430 

A D O R I I I O F F I C I A L C O R R E S P O N D E N C E 
TO T H E BOARD 

March 21, 1939. 

Dear SirJ 

Referring to the Board's letters of October 30, 1936 
(X-9729), and December 28, 1938 (S-137), it will be appreciated 
if you will furnish the Board with the following data regarding 
the officers and employees of your bank who will attend the 1939 
session of the Graduate School of Banking at Rutgers University: 

(1) Total number who will attend 1939 session: 
(a) Number of first-year students, 
(b) Number of second-year students, and 
(c) Number of third-year students. 

(2) Total number who will attend wholly or partially 
at bank's expense: 
(a) Number who will be granted necessary 

leave.with pay, 
(b) Number whose transportation expenses 

will be paid by bank, and 
(c) Number whose registration and resident 

and extension tuition fees will be paid 
by bank. 

(3) Total number who will attend entirely at their 
own expense during thoir annual vacations. 

It will also be appreciated if you will advise the num-
ber of officers and employees at your bank who have attended the 
first or second sessions, or both, but who will not attend this 
year. 

Very truly you: 

L. P. Bethea, 
Assistant Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S OFFICIAL C O R R E S P O N D E N C E 
TO T H E B O A R D 

March 22, 1939 

Dear Sir: 

A special project in the field of bank earnings 
is being undertaken jointly ty the Federal Reserve System 
and the Federal Deposit Insurance Corporation. It is based 
largely on the operating ratios of member banks for 1938, 
which are in preparation or have recently been prepared at 
the Federal Reserve banks. For this purpose a supply of 
tabulation forms like the one attached (F. R. 456) is be-
ing forwarded to you. It will be appreciated if you will 
have one of these forms filled out for each member bank in 
your district whose figures were used in your 1938 compila-
tion of average operating ratios, and if you will return 
the completed forms to the Board. Instructions concerning 
the tabulation of the desired data are contained in the 
accompanying memorandum. 

Upon receipt of the completed forms by the Board, 
the coding items (6-14) will be entered (for sorting pur-
poses) , and the data shown on the forms will be transferred 
to punched cards. The cards will then be sorted and tabu-
lated in order to make available various analyses of member 
bank operating ratios in addition to the size of bank and 
geographic distributions which the Federal Reserve banks 
have prepared or are making. 

Very truly yours 

L. P. Bethea, 
Assistant Secretary 

Enclosures 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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INSTRUCTIONS CONCERNING TABULATION OF 
DATA ON FORM F. R. 456 

The items and captions on form F. R. 456 are for the most 
part self-explanatory. All of the balance sheet items (1-5) and 
most of the ratio items (15-46) presumably have already been com-
puted in accordance with the plan of the Presidents' Conference Com-
mittee on Operating Ratios of Member Banks. Except for items 17, 
18, 30, and 45, which need not be filled in where the necessary 
basic data have not already been tabulated, the ratios not already 
provided for on your worksheets (form ERNX or some similar form) 
may be calculated from other data shown on such worksheets. All 
figures may be recorded on form F. R. 456 either by typewriter or 
in longhand. In order that possible errors may be avoided, it is 
suggested that the figures shown for all the items except possibly 
32-34 and 37-39, which are self-balancing, be individually checked 
before the forms are forwarded to the Board. Items 15-25 are also 
self-balancing, but, unless the ratios for "all other current earn-
ings" and "all other current expenses" were computed directly 
rather than by subtraction, this does not constitute an adequate 
check. 

In districts where the basic data for items 17 and 18, 
service charges and trust department earnings, have been tabulated, 
figures for these items should be reported separately for each mem-
ber bank that derived any earnings from these sourcesj in other 
districts they will be comprehended in the ratio reported for "all 
other current earnings" (item 19). 

It is assumed that item 22, interest on deposits, in-
cludes interest paid on deposits of other banks and on other de-
mand deposits as reported for the first half of the year. If this 
is not the case, please indicate in an accompanying memorandum how 
the computation of this ratio was handled in your district. 

The total of items 15-19 must equal item 20 (100.0%), and 
the total of items 21-23 must equal item 24. Item 24 plus item 25 
must also equal item 20. Similarly, the difference between items 
32 and 33 must equal item 34, and the difference between items 37 
and 38 must equal item 39, these differences being shown as minus 
figures unless recoveries are larger than losses. 

The ratio of total deposits to total capital account, 
item 46, is the only one which is not to be expressed as a per-
centage. It will be an actual or direct ratio, carried to 1 deci-
mal, as 10.0 (when deposits are 10 times capital account). 
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BOARD OF GOVERNORS 

* * * * * * * * 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

O F T H E 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

R-ij-32 

March 22, 1939; 

Dear Sir* 

There is enclosed for your information a copy of the Board's 

Functional Expense Exhibit for the second half of 1938, which has been 

compiled from the semi—annual functional expense reports (Form E) re-

ceived from the Federal Reserve banks and branches* Additional copies 

are being forwarded under separate cover. 

total salaries as reported on Form 96 plus salaries charged to tele-

graph, printing, and cafeteria. The total number of officers and em-

ployees shown for the various service units is before distribution to 

the fiscal agency, custodianship, and depositary and other units. An 

additional column has been provided in the service units to show the 

number of officers and employees distributed. Changes have been made 

in the Fiscal Agency, Custodianship and Depositary function to conform 

\dth the revised Form E report. 

The exhibit has been revised in the following respects; 

The salaries of officers and employees shown on pages 1—4 now represent 

:uly TOUTS, 

Enclosure 

E. L. Smead, Chief, 
Division of Bank Operations# 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

Statement for the Press 

STATEMENT BY MAKRINER S. ECCLES 

BEFORE THE 

SENATE SPECIAL SILVER COMMITTEE 

THURSDAY, MARCH 23, 1939. 

TO BE RELEASED UPON DELIVERY AT THE HEARING 
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After I testified before your Committee on Tuesday, I realized 

that the problems we were discussing are only a part of a broader picture, 

and that it might serve your purposes better if I made a statement dealing 

briefly with the main issue that confronts us. 

There is an infinite variety of opinion as to how to bring about 

recovery, but all shades of opinion agree on the main objective, which is 

the restoration of a volume of industrial, trade, and agricultural activity 

that would result in full employment of labor and would give all our people 

an opportunity to earn a decent livelihood. At this juncture we all want 

to concentrate our efforts on achieving this common objective and over the 

longer pull we want to prevent the recurrence of booms and depressions and 

of violent changes in the national income. 

There are those, and I believe that they include some members 

of this Committee, who believe that the general objective can be achieved 

best by the issuance of additional currency by the United States Government, 

whether in the form of silver certificates or United States notes. I sin-

cerely wish that the problem were as simple as that, because that would not 

be a difficult thing to do. But experience convinces me that the problem can-

not be solved in this manner. Under our financial system and with the habits 

of our people, currency is used only to make minor payments or for hoarding 

and all the currency in excess of day-to-day requirements of the people 

finds its way back to the banks and is redeposited by them with the 

Federal Reserve banks. In other words, redundant currency would not stay 

in circulation. It would only add to the present huge excess of 
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bank reserves and to existing demand deposits without creating an oppor-

tunity for the use of either these reserves or these deposits. 

That prosperity does not depend upon the volume of currency 

is evident from the fact that we had considerably less currency outside 

of banks during the entire period of the 1920*s — when we had reasonably 

full employment and production — than we have today. In 1929 currency 

outside of banks was $3,600,000,000 and now it is #5,900,000,000. 

In our modern economy we speak of money we mean not only 

coins and paper money, but also deposits at the banks, and we now have 

more deposits than at any other time in the history of the country. The 

amount of deposits subject to check is $26,000,000,000 today, as compared 

with $23,000,000,000 at the peak of the boom in 1929 and $22,000,000,000 

in 1926, which is generally considered a prosperous yecr. 

Employment and national income depend not merely on the volume 

of money in existence, but also on the use that is made of this money. 

Today we have large holdings of idle deposits and currency which, if put 

to use by the owners, would employ all our workers and would produce a 

national income adequate for a reasonable degree of prosperity. 

The crucial question, therefore, is how to make the existing 

abundant money supply function more effectively. On this question there 

are two opposite schools of thought. I belong to the school that believes 

that every possible encouragement should be given to private investment 
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and private enterprise for profitable employment of the great surplus of 

idle funds, idle men and idle resources which we have in this country to-

day. However, I believe that when private enterprise is unable or un-

willing to do so, Government should help to put this idle money, some of 

the ten millions of unemployed, and idle facilities to work in non-

competitive, socially and economically desirable public activities, in-

cluding the building of roads, schools, hospitals, housing, etc. This, 

of course, should be done as efficiently as possible and in a.way that will 

stimulate and supplement private activity. Expenditures for these purposes, 

for farm benefits and for adequate pensions for the aged will increase the 

effective demand for the output of industry and thus not only sustain ex-

isting investments but provide profitable outlets for investment in new 

enterprise. This would increase the national income and the Federal revenue 

and thus ultimately bring about a balanced budget, which we all desire. 

To my mind, this would be practising real national economy, for 

I believe that the failure to use these factors of production causes a 

great and irreparable waste. 

When our productive capacity is in excess of current demand, 

as it is today, it does not make sense to me to expect that a reduction 

in the demand originating from government activities is going to lead the 

makers of agricultural implements, the railroads, the automobile manu-

facturers, the textile industry or, for that matter, any other industry, 

to enlarge plant capacity, increase production and thus furnish employ-

ment. If the buying power of millions of people on 1PA rolls or in public 

construction, or in shipyards and airplane factories is reduced, I do not 
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see how we can expect more houses to be built and more capital expenditure 

to take place. 

Another school of thought, however, believes that business con-

fidence cannot be restored until a balanced budget is assured through re-

duction of government expenditure, that continued deficits are holding 

back private investment, that government employment is demoralizing and 

destructive of the moral fibre of our people, that the public expenditures 

are wasteful and are piling up a burden of debt which our children and 

grandchildren will have to pay off. Senator Byrd has stated that he be-

lieves that for every dollar the Government borrows and spends, private 

enterprise is deterred from spending two. 

A similar viewpoint has been expressed by the United States 

Chamber of Commerce, by stockholders replying to a questionnaire sent out 

by the National Association of Manufacturers, by the Net? York State Bankers 

Association, and by the American Institute of Steel Construction, represent-

ing an important element in heavy industry. It is not too much to say, in 

fact, that this appears to be the prevailing point of view among business 

men and the public generally, as reflected by c recent Gallup poll, by 

innumerable resolutions of trade associations, by bankers' groups, and — 

as I can testify from personal experience — by the overwhelming majority 

of newspaper editorials. 

A great majority of people appear to believe, therefore, that 

business confidence would be restored if the budget were balanced, and 

that the spurt of economic activity that would result would accomplish 
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our common aim of recovery. It would appear that the majority of the 

business leaders on whom would fall the task of producing the activity 

necessary to recovery are convinced that the Government's expenditures 

compete with and discourage private investment in existing and in new 

enterprise. A majority in both houses of Congress have indicated that 

they also hold this view. While I am convinced that such a policy of 

retrenchment under present conditions would have disastrous results, we 

live in a democracy and, therefore, I believe that the viewpoint of the 

majority should promptly be made effective. 

The country is entitled to a clear-cut and prompt determination 

of policy on this vital issue. Uncertainty and hesitation do not con-

tribute to recovery. It is Congress that determines the rates and the 

nature of our taxes; it is Congress also that determines the amount of 

government money to be used for different purposes. If balancing the 

budget will bring about recovery, then Congress can promptly do so by 

reducing expenditures to the level of receipts. If, in addition, taxes 

were to be revised and cut as a further inducement for private enterprise, 

government expenses could be reduced still further to make up for the de-

cline in tax receipts. 

In order to effect sufficient economy and reduce taxes, Congress 

would have to reduce substantially practically all of the large items in 

the budget. Not much economy could be effected in the regular establish-

ments of the Government, which in the aggregate absorb only about one-tenth 
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of the national budget. Such items as works relief projects, CCC camps, 

roads and public works of all kinds, veterans'•benefits, all farm benefit 

payments, and national defense, some or all of these would have to be 

drastically curtailed. 

This would not be my program, but if, as would appear, it is 

the program of the majority, they should assume full responsibility for 

it and put it into effect without delay and without compromises for the 

benefit of any special groups. 
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, 
Sunday, March <6, 1939, 

The following summary of general 
business and financial conditions 
in the United States, based upon 
statistics for February and the 
first three weeks of March, will 
appear in the April issue of the 
Federal Reserve Bulletin and in 
the monthly reviews of the Feder-
al Reserve banks. 

In February industrial activity continued at the January rate, 

without showing the usual rise, and retail trade increased less than 

seasonally. In the first three weeks of March, however, industrial 

activity and trade showed seasonal increases. Commodity prices contin-

ued to show little change. 

Production 

Volume of industrial production was at about the same rate 

in February as in the two previous months, although usually there is 

an increase, and the Board's seasonally adjusted index declined further 

to 98 percent of the 1923-̂ 1925 average. In the steel industry activity 

did not show the usual seasonal advance. Pig iron production increased, 

but new orders for steel were in limited volume and ingot production 

remained at about 54 percent of capacity throughout the month. There 

was some decline in automobile assemblies, following a period of con-

siderable increase. Output of lumber and plate glass continued to de-

crease in February, while cement production, which had been curtailed 

in January, increased considerably. In the first three weeks of March 
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steel production increased to about 56 percent of capacity and auto-

mobile output was also in somewhat larger volume. 

Textile production in February was at about the same rate 

as in Januaiy. At cotton and woolen mills activity increased somewhat 

but at silk mills there was a marked decline. Output of shoes and 

tobacco products continued at high levels. In the meat-packing in-

dustry activity declined further and there was also a decrease in 

activity at sugar refineries. 

Bituminous coal production was maintained in Februaiy, and 

crude petroleum output likewise continued in substantial volume. 

Anthracite output declined in February, and in March was reduced fur-

ther as mine owners and workers agreed on a curtailment program. 

Value of construction contracts awarded declined in Februaiy, 

according to F. W. Dodge Corporation figures, owing principally to a 

further decrease in awards for publicly-financed work. Contracts for 

privately-financed residential building increased further, while awards 

for private nonresidential building remained at the low level of other 

recent months. 

Employment 

Factory employment and payrolls increased somewhat lees than 

is usual between the middle of January and the middle of Februaiy. 

Changes in nonmanufacturing lines were largely of a seasonal nature. 

Distribution 

Department store sales were in about the same volume in Feb-

ruary as in January, although some increase is usual, and sales at 
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variety stores increased less than seasonally, while mail order sales 

rose by slightly more than the seasonal amount. In the early part of 

March department store sales increased. 

Freight-car loadings declined somewhat from January to Feb-

ruary, reflecting for the most part reduced shipments of grains, forest 

products, and miscellaneous freight. 

Commodity prices 

Wholesale commodity prices were generally maintained with 

little change during February and the first three weeks of March. As 

is usual at this season prices of livestock and meats increased while 

dairy products declined. Silk prices advanced considerably in this 

period. In the early part of March current prices of pig iron and of 

semifinished and finished steel were reaffirmed for the second quarter 

of this year. 

Bank credit 

Investments in United States Government obligations by New 

York City banks increased considerably in February and the first half 

of March. In this period member banks reduced their holdings of Treas-

ury notes and increased their bonds, reflecting in part exchanges of 

notes for new bond issues on March 15. Excess reserves of member 

banks continued somewhat below the high level of $3,600,000,000 reached 

at the end of January, fluctuating largely in accordance with changes 

in Treasuiy balances at the Federal Reserve banks. 

Money rates 

Average yields on United States Government securities 
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declined to new record low levels from February 27 to March 10, fol-

lowing the announcement by the Treasury that no cash would be raised 

in the March financing. Yields rose slightly after the middle of 

March accompanying renewed tension in Europe. New issues of 91-day 

Treasury bills continued to sell on practically a no-yield basis dur-

ing March. Other open-market rates continued unchanged. 
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BOARD OF GOVERNORS R " 4 3 5 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 25, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

MJBELL - Treasury Bills to be 
dated March 29, 1939, and to 
mature June 28, 1939. 

Very truly yours, 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-456 

A D D R E B B O F F I C I A L C O R R E S P O N D E N C E 
TO T H E B O A R D 

March 29, 1959. 

Dear Sir: 

It will be appreciated if you will forward to the 
Board as promptly as possible a recent photograph of your bank 
and branches (if any). The Board desires exterior views which 
will do justice to the buildings, and in the event you do not 
have recent photographs which you feel would be acceptable in 
every way, it is suggested that arrangements be made to have 
pictures taken. For the Board's purposes at least one glossy 
print and the negative thereof of each photograph are desired, 
and in the interests of uniformity the pictures should if pos-
sible be in an eight by ten inch size. 

The Board now has in its files a negative and glossy 
print of a photograph of each of the Federal Reserve bank 
buildings but does not have available any photographs of branch 
buildings. Moreover, the photographs of the Federal Reserve 
bank buildings were taken many years ago in most instances. 

Aside from the fact that the Board believes it de-
sirable to have a complete file of photographs of the Reserve 
banks and branches, some consideration has been given recently 
to the possibility of including views of the Reserve banks 
and perhaps some of the branches in the book on the Federal 
Reserve System which has been in the course of preparation 
for some time. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-457 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
TO T H E BOARD 

March 50, 1959. 

Dear Sir: 

Referring to the Board's letter of March 

18, 1959, R-426, concerning holidays to be observed 

during the month of April, the Board is now advised 

that Saturday, April 22 has been proclaimed a legal 

holiday in the State of Oklahoma in commemoration 

of the opening of the Oklahoma Territory and that 

the Oklahoma City Branch of the Federal Reserve 

Bank of Kansas City will be closed on that day. 

Please notify branches. 

Very truly yours 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

OF THE R-438 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 3, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

NUBEON - Treasury Bills to be 
dated April 5, 1939, and to 
mature,July 5, 1939 

Very truly yours, 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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R-459 

O F T H E 170 
FEDERAL RESERVE SYSTEM 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 3, 1939. 

Dear Sir: 

In order to provide the Board with some information 

as to the amount of intermediate and long-term credit now be-

ing extended to commercial and industrial businesses, it will 

be appreciated if you will kindly request each weekly report-

ing member bank to furnish you with a report on Form F. R. 464, 

a supply of which is enclosed, as of Wednesday, April 19, 1939. 

The reports will, of course, be treated as confidential, and 

if any of the information is released by the Board it will be 

in summary form. 

with any comments by your staff which may be useful to the 

Board in analyzing or interpreting the reports. 

Please forward the reports to the Board, together 

Very truly yours. 

L. P. Bethea, 
Assistant Secretary. 

Enclosures 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 5, 1939 
R—440 

Dear Sir: 

Referring to the Board1 s letter R-380 of January 6, 
1939, following is a statement of changes during March in the 
list of nonmember banks that have in force agreements with 
the Board pursuant to the provisions of Section 8(a) of the 
Securities Exchange Act of 1934: 

Addition 

New York 
New York City French American Bcnking Corporation 

Deletion 

Kentucky 
Pocky Hill Bank of Pocky Hill 

The Bank of Pocky Hill should be added with the fol-
lowing note to the list (R-380b) of banks which had in force 
agreements with the Board pursuant to the provisions of Sec-
tion 8(a) of the Securities Exchange Act of 1934, but which 
are no longer in operation as nonmember banks: 

(Suspended on March 4, 1939) 

Very truly yours 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-441 

BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

FOR RELEASE IN MORNING NEWSPAPERS April 8, 1939. 
OF MONDAY, APRIL 10, 1959. 

Statement of the Board of Governors of 

the Federal Reserve System transmitted 

to the Chairmen of the Committees on 

Banking and Currency of the Senate and 

House, recommending Congressional study 

of monetary measures and objectives. 
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April 8, 1939. 

STATEMENT ON MONETARY MEASURES AND OBJECTIVES 

During this session of Congress, aa during other recent 

sessions, the Board of Governors has been asked by Committees of 

^ the Senate and House to report on a large number of bills dealing 

with proposals for overcoming the country's economic difficulties 

by monetary action. 

Among the proposals that are currently before Congress, 

many are based on the belief that our difficulty is in the lack 

of an adequate supply and control of money. Some would remedy 

this situation by the issuance of currency, either directly by 

the Treasury or through the Federal Reserve banks, some would 

retire Government bonds by issuing paper money and thus not only 

increase the supply of currency but also reduce or retire alto-

* gether the interest-bearing public debt. Others believe that the 

remedy lies in monetization of silver at a high price, and the 

issuance of silver certificates to add to the supply of money. 

» Still others believe that what is needed is a stimulus to the 

use of money through some system of stamp scrip that would result 

in a penalty on money that is not promptly spent. Another group 

of measures aims to correct conditions by changing the ownership 

and management of the Federal Reserve System and by requiring 100 

per cent reserves against demand deposits. Another proposed remedy 

would establish a new system of banks to supply intermediate and 

long-time capital, particularly to small business. 

BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 
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B-441 

Still others think that the monetary system now in exist-

ence should be corrected by the elimination of silver purchases, 

by the establishment of a fixed price for gold and by the reintra-

duction of gold coins into circulation. They contend that the 

elimination of currency uncertainties would restore confidence and 

result in economic revival. There are some who believe that the 

flow of capital into enterprise is retarded by what they consider 

as an artificially low level of money -rates and others who argue 

that the Government absorbs too large a part of the country's sav-

ings through the sale of its own securities. 

These opinions and proposals cover a wide range, and seek 

legislative action on matters of vital importance to the welfare 

of the nation. 

The Board at different times in response to Committee re-

quests has stated its position on individual proposals. While it 

has expressed disagreement with some of the measures which in its 

judgment would not accomplish the purposes for which they are in-

tended, it recognizes the importance of making every effort to 

achieve the underlying objective, which, broadly speaking, is the 

fullest practicable utilization of the country's human and material 

resources. It has been the Board's view that since the money sup-

ply, however measured, is larger now than at any previous time, the 

difficulty must lie not in the scarcity but in the inadequate use 

of the existing supply. The Board would welcome a reexamination 
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of its own conclusions and a study of the factors that obstruct 

the flow of money through the channels of investment, production, 

and distribution. 

In earlier statements the Board has pointed out that there 

are many phases of economic life that are not susceptible of con-

trol through monetary means alonej it has taken the position that 

stability in production and employment is a more satisfactory ob-

jective of public policy than price stability alone, and that con-

certed action by many agencies within and outside the Government, 

which have an influence on economic activity, is essential for the 

achievement of recovery and an adequate national income. 

Notwithstanding the inherent limitations upon the influence 

of monetary and credit action on economic conditions, the Board is 

convinced of the importance of such action at certain times, and 

feels strongly the necessity of having the mechanism of monetary 

and banking control and supervision at all times in condition to 

function effectively in the public interest. In its Annual Report 

for 1958 the Board pointed out that our present system of regula-

tion and supervision over money and banking, notwithstanding many 

improvements made in recent years, is still defective in many re-

spects. The 15,000 banks that exist today are subject to conflicting 

and overlapping laws and jurisdictions, which result in discrimina-s-

tions against certain groups of banks and in a confusion of duties 

and responsibilities among different Federal and State authorities. 
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Federal supervision of banking itself is distributed among several 

governmental agencies without clear delimitation of the respective 

powers and responsibilities of these agencies. 

On the more strictly monetary side the powers over the 

supply of currency and bank reserves are divided between the United 

States Treasury and the Federal Reserve System. While it appears 

to have been the intent of Congress that the Federal Reserve System 

have responsibility for regulating the supply and cost of money, 

including currency and bank deposits, the powers over this supply 

possessed by the Treasury now outweigh those of the System. 

In brief, the effectiveness of our banking and monetary 

mechanism is weakened by the fact that there is no clear division 

of responsibility, no definite determination of authority over 

money and credit within the Federal Government itself, and that 

there is conflict of jurisdiction and supervision over the banks 

through which, in the existing system, monetary and credit powers 

must operate. 

In view of these circumstances, the Board urges that Con-

gress through appropriate committees or a joint committee take 

steps to determine the objectives by which monetaiy and banking 

authorities shall be guided, the valid! iy of different plans and 

views on monetary and credit matters proposed or held by agencies 

within or outside the Government, including the Board's own posi-

tions, and the character of governmental machinery that would be 
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best calculated to carry out the purposes of Congress in this im-

portant field. Such a broad approach would enable Congress to 

consider all the proposals in relation to each other, and to other 

important problems of our economic system. Piecemeal considera-

tion of various proposals is a slow, cumbersome, and unsatisfactory 

process. 

Recognition by Congress of the limits within which mone-

tary and credit action can be effective and determination of the 

mechanism and policies that would contribute most to its effective-

ness will clear the way for consideration of broader aspects of a 

constructive program for further economic recovery and stability. 

i 
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BOARD OF GOVERNORS r_ 4 4 2 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 8, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Bills: 

NUBERA - Treasury Bills to be 
dated April 12, 1939, and to 
mature July 12, 1939. 

very truly yours 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS R-443 

O F T H E 

FEDERAL RESERVE SYSTEM 

Dear Sir: 

There are enclosed herewith 

copies of statement rendered by the 

Bureau of Engraving and Printing, cov-

ering the cost of preparing Federal 

Reserve notes from March 1 to March 31, 

1939. 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 10, 1939 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

March 1 to March 51, 1939. 

Federal Reserve Notes. Series 1954. 

$10 $20 
Total 
Sheets Amount 

Boston 66,000 12,000 78,000 $ 7,176.00 

New York 188,000 20,000 208,000 19,156.00 

Philadelphia 74,000 20,000 94,000 8,648.00 

Cleveland 50,000 19,000 69,000 6,348.00 

Richmond 44,000 22,000 66,000 6,072.00 

Atlanta 24,000 6,000 50,000 2,760.00 

Chicago 124,000 55,000 159,000 14,628.00 

St. Louis 34,000 7,000 41,000 3,772.00 

Minneapolis 19,000 6,000 25,000 2,300.00 

Kansas City- 24,000 8,000 32,000 2,944.00 

Dallas 21,000 6,000 27,000 2,484.00 

San Francisco 50.000 16.000 66.000 6.072.00 

718,000 177.000 895.000 $82,540.00 

895,200 sheets @ $92.00 per M . . . . $82,540. 00 

z 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R - W : 

. 181 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 12, 1939 

Dear Sir: 

In 1935# following a suggestion made by one of tho Reserve banks, 
advice was requested from each Federal Reserve bank as to whether it would 
prefer to have the spacing On the daily balance sheet, Form F. R. 3b* 
changed'so that reports thereon might readily be prepared on an adding 
machine. The replies to the above-mentioned request indicated that a 
majority of the banks were not, at that time, in favor of changing the 
spacing on Form F# R. 3b* 

Recently the suggestion was again received that the spacing on 
Form Ft R. 3b be changed to adapt it for use on an adding machine and in 
looking into this matter it appears that by providing for only two amount 
columns, one for assets and one for liabilities, the form may be revised 
to accommodate adding machine type without changing its present size. It 
also appears that by eliminating the columnar ruling for dollars and cents, 
reports may be prepared equally as well on an adding machine, typewriter, 
or bookkeeping machine# 

There is enclosed a sample copy of the face of the 1939 edition 
of Form F, R, 3b ruled as outlined above and it rill be appreciated if you 
will advise us whether you would favor the suggested ruling or any modi-
fication thereof. The changed ruling, if adopted, would be used in the 
19hO edition of Form F% R, 3^» The enclosed sample merely illustrates the 
suggested ruling and does not reflect any other changes which may be made 
in the form. 

Form F. R, 3b is usually sent to the printer each year about 
November 10, and we would be pleased to receive annually before that time 
any suggestions which you might care to make with respect to the form, in-
cluding those relating to the addition, elimination, consolidation or 
rearrangement of the items appearing thereon. 

Very truly yours. 

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

Enclosure. 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-445 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 1)4, 1939 

Dear Sir* 

In order to bring up to date the Manual of Instructions 
Governing the Preparation of Earnings and Expense Reports and 
Profit and Loss Statements by the Federal Reserve banks, and to 
incorporate therein a number of other changes which have been 
under consideration for some time, the following pages of the 
Instructions have been tentatively revised, and copies thereof 
are enclosed herewith. 

Page 1 Page 17 Page 31 Page 38 n A 11 20 " 33 " 38a 
" 5 » 27 " 34 " 38b 
" 8 w 28 » 35 " 39 
" 9 " 29 " 36 » 42 
» 16 " 30 11 3 7 

You will note that pages 38a and 38b incorporate in 
the Manual instructions regarding reserves for estimated losses 
and reserves for contingencies, most of which were contained in 
the Board*s letter S—50 of December 6, 1937, and that provision 
is made for accrual of earnings and expenses when in substantial 
amount at least as of each Wednesday and the last day of each 
month. 

It will be appreciated if you will have the pages re-
viewed by your Staff and advise us at your early convenience of 
any changes they wish to suggest therein. 

Very truly yours, 

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

Enclosures 3 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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* * * * * * * 

BOARD OF GOVERNORS R-446 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D O R E I I O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 15, 1939. 

Dear Sir: 

There is attached a copy of the re-
port of expenses of the main lines of the Fed-

4 eral Reserve Leased Wire System for the month 
of March 1959. 

Please credit the amount payable ty 
your bank to the Board, as shown in the last 
column of the statement, to the Federal Reserve 
Bank of Richmond in your daily statement of 
credits through the Interdistrict Settlement 
Fund for the account of the Board of Governors 
of the Federal Reserve System, and advise the 

* Federal Reserve Bank of Richmond by wire the 
amount and purpose of the credit. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

> 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
EXCEPT RICHMOND 
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REPORT OF EXPENSES OF MAIN LIMES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF MARCH. 1959 

Words Sent Total Pro Rata Expenses Payable 

= tie - a s ^ B 0 - d 

- i r 

Boston 27,042 686 27,728 $ 572.79 $ 289.06 $ 285.73 
New York 82,619 - 82,619 1,706.72 1,041.56 665.16 
Philadelphia 25,759 706 24,465 505.39 245.15 ' 262.26 
Cleveland 36,050 715 56,765 759.44 256.61 522.85 

Richmond 27,362 686 28,048 579.41 205.40 574.01 
Atlanta 44,807 686 45,495 959.78 297.44 642.54 
Chicago 66,800 1,062 67,862 1,401.87 1,545.51 56.56 
St. Louis 47,870 686 48,556 1,005.05 252.75 750.32 

Minneapolis 20,687 685 21,572 441.50 187.27 254.23 
Kansas City 47,197 696 47,893 989.36 259.21 750.15 
Dallas 56,857 845 57,680 778.58 280.96 497.42 
San Francisco 50,267 732 50,999 1,053.52 575.61 677.91 

Board of 272,014 272,014 5,619.18 11,336.10 — . 

Governors 

Total 785,511 8,181 791,492 $16,550.59 $16,550.59 $5,716.92 

(1) Based on cost per word ($.020657682) for business handled during the month. 

(2) Payments by banks are for personal services and supplies and payments by 
Board are for personal services and supplies ($1,585.50) and wire rental 
($9,750.80). Personal services include salaries of main line operators and 
of clerical help engaged in work on main line business, such as counting 
the number of words in messages; also overtime and supper money and Retire-
ment System contributions at the current service rate. 

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



BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

185 
R-447 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 15, 1339 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

bills: 

NUBEVi - Treasury Bills to be 
dated April 19, 1959, and to 
mature July 19, 1939. 

Very truly yours 

J • u » Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-448 

A D D R C I I O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 18, 1939 

Dear Sir: 

r 

On Tuesday, May 30, 1939, Memorial Day, there 
will be neither transit nor Federal Reserve note clearing 
and the books of the Board's Interdistrict Settlement Fund 
will be closed. The offices of the Board of Governors and 
all Federal Reserve banks and branches will be closed on 
that day, except the Federal Reserve Bank of Atlanta and 
its branches at Birmingham, Jacksonville and New Orleans. 

The Board is further advised that holidays also 
will be observed by the Charlotte Branch of the Federal 
Reserve Bank of Richmond during the month of May as follows: 

Wednesday, May 10 
Saturday, May 20 

Confederate Memorial Day 
Mecklenburg Independence Day 

Transit clearing credits for the Charlotte Branch 
on May 10 and 20 should be included in your credits for 
the following business days. 

Please notify branches. 

truly yours, 

- J. C. Noell, 
Assistant Secretary 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS R-449 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 20, 1939. 

Dear Sir: 

The Board of Governors of the Federal 
Reserve System is advised that, beginning Monday, 
May 1, and ending Saturday, September 23, the 
following Federal Reserve banks and branches will 
operate under daylight saving time: 

Boston 
New York 

Buffalo 
Philadelphia 
Pittsburgh 

Atlanta 
Chicago 

Please notify branches. 

ery truly yours, 

. J . C. Noell, 

.sslstant Secretary 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-450 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 22, 1939 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

bills: 

NUBFAX - Treasury Bills to be 
dated April 26, 1959, and to 
mature July 26, 1939. 

'ery truly yours 

C. lioell, 
Assistant Secretary. 

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

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, The following summary of general 
Wednesday, April 26, 1959. business and financial conditions 

in the United States, based upon 
statistics for March and the first 
three weeks of April, will appear 
in the May issue of the Federal Re-
serve Bulletin and in the monthly 
reviews of the Federal Reserve banks. 

In April manufacturing production was maintained at about the 

same rate as in March but mineral production declined, reflecting a sharp 

reduction in output of bituminous coal pending settlement of negotiations 

between operators and miners. In the first quarter of this year industrial" 

output, after a rapid rise in the latter half of 1958, increased less than 

is usual at this season. 

Production 

Volume of industrial production showed little change in March 

and the Board's seasonally adjusted index remained at 98 per cent of the 

1925-1925 average. The index for the first quarter averaged 99, compared 

with 101 in the final quarter of last year. Activity at steel mills in 

March was at 54 per cent of capacity, a slightly higher level than in Jan-

uary and February. Automobile production increased less than seasonally; 

retail sales of cars continued to fluctuate around a level considerably 

higher than last year but lower than in 1956 and 1957. Dealers' stocks of 

new cars began to decline in March, following an increase to a seasonally 

high level. Activity in the machinery industries increased further in March, 
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continuing the rise that began last summer. Lumber production in-

creased less than seasonally from the relatively low level of other 

recent months. 

Production of nondurable goods in March continued at about 

the level that has prevailed since last autumn. In the woolen textile 

industry activity showed a decrease from the high level of recent months, 

while at cotton mills and shoe factories output was maintained in large 

volume. At meat-packing establishments and sugar refineries increases 

in activity were reported, following earlier declines. 

Value of construction contract awards increased in March, 

according to F. W. Dodge Corporation figures, reflecting a seasonal rise 

in residential and other private building. Awards for public projects 

showed little change. 

In the first three weeks of April bituminous coal production 

declined to a low level as most mines were closed, pending the settle-

ment of biennial contract negotiations between mine operators and workers. 

Steel ingot production was reduced somewhat, averaging about 52 per cent 

of capacity, and automobile production showed little change from the 

rate reached in the latter part of March. 

Distribution 

Sales at department stores and mail order houses increased 

somewhat more than seasonally in March, while variety store sales showed 

about the usual rise. For the first quarter as a whole retail sales 

were in about the same volume as in the .final quarter of 1958, after 

allowance for seasonal changes. 
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Freight-car loadings showed less than the customary advance 

from February to March as loadings of coal declined and shipments of 

miscellaneous freight increased less than seasonally. In the first half 

of April there was a marked decrease in freight traffic, reflecting in 

large part a sharp decline in coal shipments. 

Commodity prices 

Prices of steel scrap, copper, hides, and some other industrial 

raw materials declined from the middle of March to the third week of 

April, and there were decreases also in prices of livestock and dairy 

products. Silk prices roue considerably. The general level of whole-

sale prices, as measured Ty the index of the Bureau of Labor Statistics, 

declined to 76 per cent of the 1926 average as compared with 77 in the 

middle of March and at the beginning of the year. 

Bank credit 

Reflecting continued heavy gold imports and Treasury disburse-

ments from its balances at the Reserve banks, member bank reserves and 

deposits increased sharply during the four weeks ending April 19. Excess 

reserves rose to a record high level of $4,000,000,000. Total loans &nd 

investments at banks in 101 leading cities, which had shown little change 

during March, increased somewhat during the first three weeks of April, 

reflecting principally continued purchases of United States Government 

obligations by New York City banks. Loans to brokers and dealers in se-

curities declined. 

Money rates and security prices 

Prices of Government bonds and of other bonds of highest grades 
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continued firm at high levels during March and the first three weeks 

of April, while prices of the lower-grade corporate bonds and of corpo-

rate stocks declined. The average discount rate on new issues of 

91-day Treasury bills continued at a low level and other open-market 

rates remained unchanged. 
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BOARD OF GOVERNORS R-452 

O F T H E 

FEDERAL RESERVE SYSTEM 

Dear Sir: 

There is enclosed for your in-

formation a summary of the bank relations 

reports submitted by the Federal Reserve 

banks for the month of March, 1959, in 

response to the Board's letter of August 

25, 1936 (X-9680). 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 26, 1939. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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TO The Board of Governors 

FROM Mr. Hammond, Division 
of Bank Operations 

R-452-a, 

April 24, 1939 

SUBJECT: Summary of Bank 
Relations Reports 

Reports of bank relations as requested in the Board's let-
ter of August 25, 1956 (X-9680) have been received for the month of 
March 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 a few of the items of 
interest included in the reports: 

Cleveland observes that in those sections where banks com-
plain most of lean earnings, the highest rates of interest are being 
paid. 

Among the forms of competition complained of by banks are 
the rates offered by Western Union and Postal Telegraph for monetary 
transfers, and lending by individuals. 

It is reported that in the Mississippi Delta, cotton grow-
ers are enabled through improved methods of cultivation - including 
use of more fertilizer, purchased in some cases with adjustment 
checks - to produce as much cotton on reduced acreages as they 
formerly did on their entire plantations. 

Many bankers in the Minneapolis District report that dairy-
men in their sections are becoming disturbed over southern competition. 

Minneapolis reports that some banks have discouraged addi-
tional deposits, even suggesting to depositors the advisability of 
utilizing the Postal Savings System. 

Country banks in the Kansas City District report that they 
are receiving many inquiries from banks in various parts of the coun-
try that wish to deposit funds with them on interest. 

It appears that country banks in the Kansas City District 
are being advised try their city correspondents to restrict their 
Government portfolios to short-term maturities. 

Dallas reports that every member bank visited took occasion 
to comment adversely on proposals that deposit insurance coverage be 
increased from $5,000 to $10,000. 

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

BOSTON 

Boston reported no visits were made to banks in March. 

NEW YORK 

During the month of March, our officers and representatives 
visited 220 banks of which 152 are member and 68 nonmember institutions. 
This total comprises banks located in different sections of the dis-
trict - eight counties in New York State and two counties in New Jersey. 

Essex County. New Jersey 

The attitude of both member and nonmember bankers in this 
county is friendly to the Federal Reserve Bank of New York and the 
System. Several member bankers commented favorably on our new ar-
rangement whereby we return to them after a period of two weeks the 
films on which they photograph checks sent to us, thus eliminating 
the expense of duplicate films. Some of the smaller banks which 
photograph their items might also avail themselves of this arrange-
ment except for the fact that they have an insufficient number of 
items to use up a film, and thus would incur considerable waste if 
they were to attempt to cut the film daily. 

Hudson County. New Jersey 
i 

The New Jersey Title Guarantee and Trust Company of Jersey 
City was taken over ty the State banking department at the close of 
business February 11, 1939. This company with five branches, four : 

in Jersey City and one in West New York, was one of the largest and 
oldest banking institutions in the State. According to a newspaper 
announcement, the deposits at the time of closing amounted to approx-
imately $25,000,000 of which about $18,000,000 (59,000 depositors) 
were protected by the $5,000 maximum individual insurance coverage. 

Subsequent to the closing of the New Jersey Title Guarantee 
and Trust Company, officials of the Federal Deposit Insurance Corpora-
tion and the Department of Banking and Insurance of the State of New 
Jersey stated through the press that consolidations of several insti-
tutions would be effected in order to strengthen the position of 
banks in this section. Up to the time of writing this report, public 
announcements have been made of two proposed consolidations, one 
involving the Trust Company of New Jersey (with nine branches) and 
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the West Bergen Trust Company (with one branch), both in Jersey City, 
having deposits as of December 31, 1938 of $50,800,000 and $3,100,000 
respectively; and the other involving the Hudson Trust Company with 
main office in Union City and two branches in Hoboken, and the Columbia 
Trust Company of Hoboken having deposits of $25,050,000 and $1,550,000 
respectively. The newspaper articles also state that two Government 
agencies will furnish substantial amounts of funds to the consolidated 
institutions - the Reconstruction Finance Corporation will purchase 
new preferred stock and the Federal Deposit Insurance Corporation will 
advance funds for the unsatisfactory assets which it will acquire from 
the four individual banks. 

Officers of several banks say that since the closing of the 
New Jersey Title Guarantee and Trust Company the activity in their 
respective institutions has increased considerably, due to depositors 
of the closed institution establishing new banking connections as well 
as many other depositors spreading their funds so as not to have more 
than the insurable limit of $5,000 in any one bank. Some bankers in-
dicate that they are in favor of large depositors spreading their 
money in order to have full coverage, particularly if the funds stay 
among the banks in the county and are not transferred to New York. 

The North Bergen Trust Company (deposits $860,000 as of 
December 31, 1938) whose deposit insurance status was terminated try 
the Federal Deposit Insurance Corporation effective May 1, 1937 has 
continued to operate without insurance of any new funds deposited 
since that date, although under the law balances held in the bank at 
the time of its expulsion continue to be insured (up to $5,000) for 
a period of two years. The president of that institution states that 
for a few days subsequent to the closing of the New Jersey Title 
Guarantee and Trust Company quite a number of people inquired if 
his bank carried deposit insurance, and says there appeared to be 
some general uneasiness among the bank's customers due to the common 
knowledge in this section that the bank is without deposit insurance. 
Bankers in the North Hudson County area are of the opinion that the 
North Bergen Trust Company may suffer heavy withdrawals before May 
1 (1939) when the two year limit of insurance on old deposits ex-
pires. The chairman of the board of that trust company who was also 
interviewed, does not seem much concerned about the situation and 
believes that his institution will be able to hold most of its old 
deposits, although he admits it probably will be difficult to obtain 
any great amount of new business without deposit insurance. 

Summary of Preferred Capital Issues 

In the ten counties visited there are 191 commercial banks 
of which 125 have issued preferred stock, capital notes, or deben-
tures aggregating $35,003,594 par value. Up to the present time 
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twelve have paid off their entire issues amounting to $2,175,000, 
sixty-seven have made partial retirements totaling 1-6,591,983, and 
46 have not retired any - leaving one hundred thirteen banks with a 
total still outstanding of $26,236,411 par value, retirable at 
$40,216,467, reflecting redemption premiums of 413,980,056. 

PHILADELPHIA 

During March representatives of this bank made visits to 
44 member and 38 nonmember banks in the southern and eastern part 
of New Jersey, and in the central and southern part of Delaware. 
In addition special visits were made to three member banks and one 
nonmember bank. 

The executive vice president of the only national bank in 
Atlantic City, New Jersey, stated that the greatest competitor of 
the banks of that city is the local post office which ranks first 
in New Jersey and fourteenth in the nation in Postal Savings deposits. 
Such deposits at present total S3,500,000 and U. S. Savings Bonds 
sold amount to #4,000,000. 

The president of a nonmember bank with deposits of nearly 
$3,500,000 stated that in his opinion the failure of business to im-
prove was because of a lack of confidence in the leaders in Wash-
ington, D. C. 

The cauhier of a nonmember bank with deposits of $1,800,000 
commented veiy favorably upon the report of the Board of Governors 
covering operations for 1958. He said that he had a much higher re-
gard for the System since having read that report. 

Officers of nonmember banks which are believed to be in 
position to qualify for membership still express little interest in 
the subject and apparently will continue with this attitude as long 
as they feel that the legal requirements for membership ty 1942 will 
be rescinded. 

Business conditions in the aggregate have not changed 
materially since the turn of the year in the' New Jersey and Delaware 
counties covered in this report. Manufacturing activity and retail 
trade sales increased substantially from January to February in New 
Jersey taut contemplated construction work and registrations of new 
passenger automobiles declined sharply. In the Delaware counties, 
owing largely to the region's dependence upon the canning industry, 
both manufacturing and trade were reduced seasonally in February. 
Present indications are that retail trade expanded about seasonally 
in March, while other types of activity showed little change. 
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The business situation in February as compared with the 
levels of last summer and with a year ago differed sharply in the 
areas visited from conditions prevailing generally in the Third 
Federal Reserve District, where most of the principal lines of ac-
tivity are well above the earlier levels. In New Jersey and Dela-
ware, automobile registrations alone showed gains over a year before. 
Improvement over last July was shown only in the operation of New 
Jersey factories; declines in other indicators have been due chiefly 
to the fact that some of the most important industries - farming 
and the resort business - are seasonally less active at this time. 

Farm cash income throughout the district in January was 
sharply reduced from last summer and somewhat below a year ago. 

CLEVELAND 

Generally speaking the attitude of bankers is tinged with 
pessimism for the immediate future. Industry in the smaller commun-
ities has not experienced the anticipated increase in activity. It 
is doubtless this state of mind which is influencing many bankers to 
dispose of corporate bonds, even at substantial losses, and to re-
place them - where replacements are made - with long-term Govern-
ments. In certain sections of Pennsylvania it is reported that 
business "has never been worse". 

The complaint continues to be rather general that it is 
difficult to maintain loan totals; that as new loans are made, 
others equal in amount are paid off. On the other hand there are 
numerous scattered instances of substantial increases in loans, 
and it has occurred to us, on the basis of what information we 
have, that changes in loan totals may reflect the activity of bank 
officers in making a more or less active solicitation of such bus-
iness. As has been previously reported, in a few banks sizable 
increases in loan portfolios have accompanied reductions in rates. 

The attitude of nonmember banks visited during the month 
has been uniformly friendly. Most nonmember banks are reconciled 
to compulsory membership in 1942, but indicate that they fail to 
see any particular advantage in joining the System unless they are 
compelled to do so to continue deposit insurance. In rare instances 
the thought has been expressed that the law will be amended so as 
not to require Reserve System membership as a condition to the main-
tenance of deposit insurance. 

The trend toward lower rates of interest on savings and 
time deposits continues, and appears to be gaining momentum. It 
is perhaps significant that the sections which complain most of 
lean earnings are those in which the highest rates of interest are 
being paid. 
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RICHMOND 

Baltimore. Maryland 

Some officers of Baltimore banks hold the last annual re-
port of the Board of Governors to be the most interesting that the 
Board has ever published. There have also been favorable comments 
on the statement of Operating Ratios of Member Banks in this dis-
trict, prepared by this bank, and some banks have used it as a 
basis of comparison with their own achievements. 

There is uniform opinion among Baltimore bankers that no 
additional agency is needed to supply credit for "small business". 
Credit is made available by Baltimore banks in all cases where it is 
deemed at all justifiable, and it is doubted that "legitimate" de-
mands for credit are denied in any instance. 

I 
Competition for loans is keen, particularly because of the 

activities of representatives of large New York banks who solicit 
business in the Baltimore territory. Loan rates of local banks 
range from 1^ per cent to 6 per cent. One banker, referring to 
outside competition, remarked that " this territory is now being 
combed by representatives of New York banks, and it is said that, 
where a good borrower can be located, he can practically write his 
own ticket." 

As to investments, Federal issues are preferred, although 
there is a feeling that they are "too high". Even so, it is not ex-
pected that their prices will be lower in the near future. Interest 
on time deposits does not exceed 2 per cent on the first $5,000 and 
1 per cent thereafter in any case. 

Northeastern North Carolina 

Member banks in the counties of Edgecombe, Wilson, Pitt, 
Beaufort, Halifax, Pasquotank, and Chowan are confronted with seri-
ous competition resulting from the fact that they are often sur-
rounded by nonmember non-par banks which thrive largely because of 
exchange charges. Even when eligible the latter refuse to consider 
membership since it involves the loss of the relatively large rev-
enue from this source. They are not opposed to the Federal Reserve 
System. Indeed, they would like to have the status quo maintained, 
thereby assuring continuance of their competitive advantage. 

In Edgecombe County a few "time merchants" still survive. 
Between $500,000 and $600,000 is advanced annually to cotton, tobacco, 
and peanut growers in the form of credit, by means of which the latter 
acquire chiefly fertilizer and general farm merchandise. The "time 
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merchants" obtain their own funds from local banks against strong 
financial statements and the lending rates vary from 3 to 5 per 
cent. Definite information as to the rates they charge is diffi-
cult to obtain, but it is held that they charge "all the traffic 
will bear". Local banks are not disposed to alienate the business 
obtained from the "time merchants" even though their own volume of 
loans and earnings might be increased try lending directly to the 
customers of the latter. 

In one instance a State bank owns an Agricultural Credit 
Corporation to which applicants for crop-production loans are re-
ferred when the risk of a bank loan is considered too great. The 
rates charged by this association vary, but a flat discount of 7 
per cent, plus a service charge averaging about 2 per cent, is re-
ported to be usual. Thus, it appears that North Carolina farmers 
sometimes pay a rate ranging from 8 to 10 per cent, a thing that is 
possible in the case of certain crop loans under North Carolina law. 

Western South Carolina 

Banks report competition with New York banks for local 
cotton mill paper, with the result that the rate now runs from lj 
to 2 per cent. Most banks report a poor volume of loans and have 
the impression that farmers have, in some manner, gotten more or 
less onto a cash basis. Doubtless the subsidy payments have been 
a factor. Some funds are obtained from Federal lending agencies, 
if necessary, in order to purchase fertilizer for cash. In any 
event agricultural operations appear to be increasingly financed 
without resort to the small banks. Perhaps mention should be made 
of the stated intention of one non-par bank with deposits in excess 
of $1,000,000 to somehow keep them below that figure rather than 
become a member bank in order to retain deposit insurance. 

ATLANTA 

Birmingham. Alabama 

Business conditions in Birmingham are characterized by 
the local bankers as "fair"; the statement being made that while 
business was holding up fairly well there still appeared to exist 
a feeling of uncertainty. The rate of operations of the steel 
mills in the Birmingham area is almost double that of the average 
for the country as a whole. The cement industry is showing in-
creased activity and retail sales are being maintained in good 
volume. 
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Southeastern Louisiana. 

Auction sales of livestock are held each week in most of 
the larger towns, and the sale of surplus livestock throughout the 
year enables the farmers to supplement their earnings to a material 
extent. There is also considerable interest shown in tung oil in 
this section. 

The banks visited do not have a systematic schedule of 
service charges but the officers of the banks are giving consider-
ation to the inauguration of such a schedule. The customary inter-
est rate on loans is 8%. Interest at the rate of 2% is paid on 
savings deposits. 

No complaints were made against Governmental lending agen-
cies; on the contrary, bankers stated that in their opinion these 
agencies had rendered a needed service without detriment to the 
banks. 

The nonmember banks visited derive substantial earnings 
from exchange charges on incoming cash letters and for this reason 
the officers are not interested in membership at this time. 

The New Orleans Branch was represented at meetings of each 
of four regional clearing house associations of Louisiana banks held 
in the month of March. The principal topic of discussion at each of 
these meetings was the proposed inauguration of a uniform schedule 
of metered service charges. 

Southwestern Louisiana. 

All of the banks visited are located in communities which 
serve rich farming areas, rice and sugar cane being the principal 
crops. The agricultural outlook is not particularly bright at the 
present time. Considerable concern was expressed over the possibil-
ity of a repetition of the unfavorable rice market of last season. 
Some concern was noted also over the program outlined for the sugar 
industry. 

The banks visited report deposits which compare favorably 
with those of last year. There is apparently a fair demand for 
loans. 

One of the bankers interviewed stated that due to competi-
tion offered by the Western Union and Postal Telegraph Companies 
his bank was unable to handle profitably transfers of funds. It 
was stated that these companies are facilitating such transfers at 
rates far below those which the bank could afford to charge. 
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Each of the member banks visited has found the services 
rendered by the Federal Reserve System satisfactory. All df the 
bankers are pleased with the volume of business handled during the 
past year and are anticipating a seasonal upturn in business activ-
ity in the near future, 

CHICAGO 

Reports from banks in this district show that they are 
more active in their efforts to meet competition of Federal loan-
ing agencies. This is especially true with respect to the Produc-
tion Credit Corporation. As a result of this aggressive attitude, 
country banks particularly are able to make more local loans. 
Some are meeting the rates and making surveys of credit needs in 
their trade areas. Others are checking their own credit files to 
ascertain whether their borrowers or customers have loans on life 
insurance policies which the bank can obtain at a preferential rate. 

On March 30 banks in the Seventh Federal Reserve District 
were holding corn loans totaling approximately $85,000,000 secured 
by 1938 corn. Under the present program these notes will have to 
be tendered to the Commodity Credit Corporation for purchase on or 
before July 1, 1939. This will accordingly reduce the loans of banks 
by the above figure between now and August 1. The amount of these 
loans held in the Seventh Federal Reserve District in the States of 
Illinois, Indiana, and Iowa represent approximately 75 per cent of 
the total corn loans made. 

A number of the larger banks are directing more effort 
toward the development of term loans ranging from eighteen months 
to five years. 

Despite low lending rates, earnings compare favorably 
with former years. Many banks are still disposed to sell their 
corporate bonds and in some cases are selling these at a loss in 
order to improve their portfolios. 

One of the questions uppermost in the minds of many bank-
ers with whom we come in contact is whether the present market on 
Government bonds is "too high". They are quite concerned about this 
because they have purchased long term Government issues in order to 
get some earnings and they are afraid that the loss of principal in 
the case of a substantial market decline would more than offset their 
earnings. 

At the time of the March exchange offering quite a number 
of banks took the long term bonds instead of the notes because only 
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in this way could they come out "even", or better where they paid 
around 102 for the "June rights". Evidently a number of banks had 
in mind making the exchange and then selling the bonds, but the 
rise in market price has apparently resulted in the retention of 
the longer term bonds by most of these subscribers. 

The absence of any new cash offering in March and the 
possibility that there may be none in June has probably slowed up 
the liquidation of some of these accounts. 

Up to date livestock prices have held fairly firm with 
only seasonal declines; however, some concern is felt about the 
future of these prices, not only among the bankers and farmers but 
among their advisers as well, such as agricultural colleges and 
commission dealers. 

The prices of butter, poultry products and grains have 
already shown some decline. 

Reports received referring to both city and farm real es-
tate indicate relatively low prices with very little changing hands. 

Since the last report two State banks were admitted to 
membership and two State member banks in Illinois and one in Iowa 
filed applications to convert into national associations. 

ST. LOUIS 

During the month our officers and field representative 
visited 174 banks, of which 96 were in Mississippi, 27 in Kentucky, 
21 in Tennessee, 14 in Illinois, 9 in Arkansas, 5 in Missouri, and 
2 in Indiana. 

The territory visited included the Mississippi Delta, 
one of the finest cotton growing areas in the world. The community 
relies largely upon this crop for its support, though in recent 
years considerable diversification has been practiced. Incomes 
have been augmented by livestock raising and dairy and poultry 
products. In 1938 the cotton crop was about one-fourth smaller 
than in 1937, mainly because of curtailed acreage under AAA. Qual-
ity of the staple was good and producers received relatively high 
prices. A very large part of the crop went into the Government 
loan. 

Both merchants and planters are apparently worried rela-
tive to the outcome of the 1939 crop because of the CAormous carry-
over. Recently there has been some improvement in demand for raw 
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cotton from domestic spinners and for export. The volume moved, 
however, makes hardly a dent in the abundant reserves. The open 
fall and early winter were ideal for field work and breaking of 
ground for spring planting is further advanced than is ordinarily 
the case at this time of year. There is generally a surplus of 
farm labor. 

Considerable land is being cleared for cultivation since 
the Mississippi Homestead Law became effective in 1957. Under its 
provisions tracts of 160 acres and under, occupied by the owner, 
are exempt from local taxes. With the improved methods of cultiva-
tion, plus extensive use of fertilizer, growers in some instances 
are able to produce as much cotton on their reduced acreages as 
when their entire plantations were cultivated. Cases were cited 
where farmers used their benefit checks for purchasing fertilizer. 
Consequently the outlook for the Government's curtailment program 
is not altogether bright. Much land taken out of production of 
cotton is being planted in feed and forage crops. 

As in other sections of the Cotton Belt, commercial bank-
ers in Mississippi complain of competition from the Governmental 
agencies in the field of production loans. Since the establishment 
of these agencies, relatively few farmers are seeking such accommo-
dations from the country banks. Due to scant demand for credit, the 
banks rely heavily on service charges and exchange on checks for 
their profits. Unwillingness to abandon charging exchange consti-
tuted the main reason for not wanting to join the Federal Reserve 
System. 

Quite generally there is a disposition to retire preferred 
stock and to eliminate portfolio items which have been criticized by 
examiners. Rates charged customers range from 5 to 8 per cent, with 
a majority of loans at the major end of the spread. Losses incurred 
on agricultural loans over a series of years were reported relatively 
light. Interest paid on deposits was reported from 1 per cent to 
2 1/2 per cent. An increasing number of banks are limiting the 
amount of interest bearing deposits which they will accept, 

When the subject of membership was mentioned to the assist-
ant cashier of an Illinois nonmember, he stated that he and his 
brother, who operate the bank, were considering going out of the 
banking business. Each has personal means and he remarked that the 
small salaries and dividends received did not justify the worry of 
operating the bank, 

MINNEAPOLIS 

Our Second Federal Reserve Member Bank Conference was held 
in Minneapolis on March 25, with an attendance of 708 bankers from 
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every section of the Ninth District. It was a one-day meeting, 
opening with registration and reception of guests at our bank in 
the morning, luncheon at the Nicollet Hotel, followed by addresses 
by Mr. John H. Riddle, Economist, Bankers Trust Company, New York, 
and Dr. William J. Hale, Chemist and Research Consultant, Dow 
Chemical Company, Midland, Michigan. Questions were received in 
advance of the meeting from bankers and were answered by the two 
speakers and by officers of our bank during the open forum. 

The evening before our conference, a special dinner was 
held for the Superintendents and Commissioners of Banks, and assist-
ants, in Michigan, Minnesota, North Dakota, South Dakota, and 
Wisconsin, and the Supervising Examiners of the Federal Deposit 
Insurance Corporation. 

Southeastern Minnesota. 

The banks in the territory visited are, in most instances, 
paying 2 per cent on time certificates of deposit of the longer ma-
turities and also on savings deposits, except in the larger centers 
where the rate is 1 1/2 per cent. Deposits are holding up well and 
in several instances, the bankers reported that they could easily 
increase their deposits if they so desired. Lacking a profitable 
outlet for their funds, however, the banks in the latter cases have 
discouraged additional deposits, even suggesting to depositors the 
advisability of utilizing the Postal Savings System. Most of the 
bankers in this section are looking for additional outlets for their 
money. Where farm loans had been made, the bankers usually empha-
sized the fact that such loans were on a very conservative basis. 
Quite generally the bankers agreed that they did not anticipate any 
marked increase in the local demand for money during the coming year. 
Rates charged on real estate loans are usually 5 or 6 per cent, and 
on chattel mortgage loans 6 to 7 per cent. 

In several instances bankers reported competition in their 
local communities from individuals who were lending money directly 
to other individuals. 

Some bankers were quite enthusiastic about results obtained 
from automobile and farm machinery loans. It was reported that the 
F. D. I. C. examiners had recommended Federal Housing Loans. Many 
banks, however, had made no loans of the latter nature. While some 
banks are still writing a considerable amount of general insurance, 
they are meeting stiff competition from mutual insurance companies. 
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A nonmember bank in West St. Paul, located in a residen-
tial district, which .has deposits of about one-half million dollars, 
is operating in very small banking quarters with a rental of only 
$,'37 per month. They stated examiners had informed them that there 
were probably but very few banks in the entire United States with 
deposits running into such figures which had such cheap banking 
quarters. 

There was an evident inclination on the part of the banks 
to dispose of their holdings of industrial securities, substituting 
therefor United States Government securities, particularly those 
with short maturities. There was also a noticeable trend in shift-
ing from long-term to short-term Government issues. 

Throughout this territory there are many fine dairy herds. 
Cattle prices are uniformly high and buyers from Kansas, Missouri, 
and southern States have purchased cattle here at good prices. Many 
bankers reported that dairymen in their sections were becoming dis-
turbed over Southern competition and were generally agreed that such 
competition would have an adverse effect on this territory which 
would become more pronounced, during the next few years. Prices at 
auction sales have been very good, the average price paid for milch 
cows at a recent sale being $81. It was generally recognized that 
the present situation was unusual with respect to such prices in 
view of the fact that prices for feed were low. There was a general 
belief that the present situation was temporary in nature and some 
adjustment might soon be expected, probably a decrease in livestock 
prices. 

The opinion was freely expressed by the bankers that the 
farmers generally considered the national administration had failed 
in many of its major objectives, particularly with reference to its 
farm program. 

Southern Minnesota. 

A majority of the bankers report the earnings for 1938 as 
approximately the same as in 1937. Two and two and one-half per 
cent is the usual rate of interest paid on time and savings deposits. 
Banks in the smaller communities have been able to make a consider-
able number of loans, mostly chattel mortgages, and they are getting 
7 per cent interest on them as a rule. Then, too, the banks are 
carrying a large amount of corn loans, which they propose to turn over 
to the Commodity Credit Corporation next summer. Banks in the area 
visited are carrying from $10,000 to $100,000 of such loans, depend-
ing on the size of the bank. There are no wheat loans in the terri-
tory covered as it is devoted almost entirely to cattle feeding, hog 
raising, and dairying. 
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Several national bankers mentioned they were thinking 
about the earnings from exchange that they are missing, but none 
had made up his mind to withdraw from the System in the immediate 
future. 

The Corn Belt Region Clearinghouse Association met at 
Mountain Lake several days ago and approximately seventy-five bank 
officers, directors, and employees from four counties attended. 
Float charges were the principal topic of discussion, and in one 
of the counties no bank was making float charges. I was told that 
one reason for the lack of uniformity is that so many of the non-
par banks are satisfied with the exchange charges and do not want 
to adopt float charges for additional earnings. 

KANSAS CITY 

An unusually spotted condition exists in regard to the 
demand for loans. Cattle feeding has been uniformly profitable 
throughout the District and the liquidation of old loans and the 
negotiation of new ones have gone forward normally. In particular, 
there has been a demand for funds to purchase young cattle because 
of an excess of rbugh feed and the prospect for more pasturage 
this summer than the limited number of livestock will utilize. 
But a good many farmers have been unable to purchase livestock as 
they are short of security and livestock prices are far too uncer-
tain to justify full purchase price loans. In communities where 
there is little livestock financing, money is reported a drug on 
the market. 

Profitable feeding operations have created considerable 
local demand for corn and as a result corn prices, it is said, are 
in many places equal to Government loan values. It appears that 
last fall and winter many farmers sealed their corn at 57 cents a 
bushel and with the proceeds purchased corn for feeding purposes 
from non-cooperating farmers at 35 or 40 cents a bushel. The local 
demand for corn for livestock feeding has apparently done much to 
close that gap. Some difference of opinion exists in regard to the 
outlook for livestock prices. Many bankers and farmers are con-
vinced that livestock prices will remain high for a considerable 
time, but in other quarters there is skepticism and some fear that 
large imports of foreign cattle will cause trouble. 

In livestock communities where the demand for money has 
been good, some cases were found where banks have been selling bonds 
to take care of loans. A few cases were found where banks have sold 
bonds even though they do not need the money. 

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



-15-

208 
R-452-a 

Some nonmember banks expressed, the opinion that the law 
should be changed to permit them to join the System without making 
certain capital adjustments that, in their case, are out of the 
question. Bankers ask many questions about various phases of the 
Federal Reserve System and, especially, in regard to a widening of 
loan eligibility requirements. Many bankers are quite unfamiliar 
with the nature and operations of the Federal Reserve System, 

Country banks report that they are receiving many in-
quiries from banks located in all parts of the country sounding 
them out as to the rate of interest they would be willing to pay 
on time deposits. In particular, where a bank's statement shows 
that it is approaching the limit in regard to loans, banks are of-
fering to deposit funds on a time basis. There seems to be some 
question among bankers as to whether such deposits would be cov-
ered by deposit insurance. 

Correspondent banks appear to be advising country banks 
to restrict their investments in Government securities to short-
term maturities. But there is a tendency to question the wisdom 
of this advice. Country bankers tell our representatives that they 
see reports that insurance and other such lending agencies are in-
creasing their holdings of long-term bonds. It is also said that 
city banks themselves are tending to shift into longer term securi-
ties. The better yields obtained in more distant maturities as 
compared with bills and notes is the moving factor causing country 
banks to look with favor on bonds, 

DALLAS 

Of the eighty-six bank visits made by our officers dur-
ing the month, fifty-three were made pursuant to our regular program 
of bank relations activities, while the remainder were for the pur-
pose of negotiating with certain nonmember institutions in regard to 
furnishing us immediately available funds in payment for cash items 
sent them by our bank. 

West-Central Texas. 

Livestock raisers are enjoying one of the most prosperous 
eras in the history of the industry as a result of the continued 
high level of market prices and favorable range conditions. 

Member bankers in the visited area voiced no dissatisfac-
tion with their Federal Reserve relations and but few complaints re-
garding other aspects of the banking situation. The criticism that 
was most frequently expressed was directed against the spending and 
lending operations of Governmental agencies, particularly in the ac-
tivities of local units of the Rural Resettlement Administration. 
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Every member bank that was visited took occasion to com-
ment adversely on the proposal which has been advanced in certain 
quarters that the deposit insurance coverage now afforded by the 
F.D.I.C. be increased from $5,000 to $10,000 for each deposit ac-
count in insured banks. It was the consensus that the experience 
of the F.D.I.C. up to this time'has not demonstrated a tangible 
need for enlarging the scope of deposit insurance. 

Numerous country bankers vigorously denounced the pro-
posed transfer of the Federal Reserve Banks to Government owner-
ship, as advocated in the Patman Bill, 

According to the information given our representatives, 
the demand for credit at rural banks in this section of Texas is 
heavier than it was a year ago. Certain of the visited banks which 
have not used Federal Reserve credit for several years indicated 
that they might need our loan facilities this year. 

Southwest Texas. 

With one exception the areas visited are suffering from 
a severe drought which has now lasted three years. Heavy and ex-
pensive feeding has been necessary to sustain livestock through 
the past winter months and these costs, in the case of sheep and 
goats, will tend to reduce materially the normal margin of profit 
on sales of spring wool and mohair. 

Cattle prices and demand continue strong, with buyers ac-
tively bidding for cattle of all classes. Stocker cattle are in 
especially strong demand. Livestockmen generally are in sound 
economic position, with taxes and other maturing fixed charges on 
a current basis and their miscellaneous debts reduced to nominal 
amounts. 

Complaints by bankers regarding the competitive tactics 
of Production Credit Associations range from mild resentment to 
bitter protests. The reduction of the P.C.A. interest rate to 
4 1/2 per cent has made it increasingly difficult for banks to 
meet the aggressive competition of these agencies for prime ac-
counts. A few banks have effected a moderate recovery of ground 
lost in their earning position by engaging in or expanding loans 
against F.H.A. housing operations, real estate and installment 
paper. 

SAN FRANCISCO 

Santa Clara Valley. 

Conditions throughout the valley were reported to be 
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satisfactory, except as to the outlook for prunes. The apricot 
crop is expected to be .light, with a fair price outlook. Bank de-
posits are increasing. Some banks are not accepting deposits from 
their regular customers and are declining to accept new accounts. 

Lower Sacramento Valley. 

The crop outlook was good, with the exception of unirri-
gated lands. There has been a shortage of moisture, with the con-
sequent outlook that there will be a shortage of feed in some areas. 
Unless there is further rainfall soon, the barley harvested will be 
light. There is a considerable carryover of agricultural products, 
such as beans and rice, and the outlook for prices, generally, is 
unsatisfactory. However, fairly good prices are expected for a 
large asparagus crop. There is a large amount of building activity 
around the city of Sacramento. For this reason and due to unusual 
activity of a United States Government airplane repair factory, 
there is reported to be a shortage of skilled mechanics. Generally 
speaking, banks were finding active demand for loans throughout 
this territory. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

March - 1939 

Federal 
Reserve 
Bank 

Visits to Banks Meetings Attended Addresses Made Federal 
Reserve 
Bank Member Nonmember Total Kumbsr 1 Attendance Number Attendance 

Boston 1 1/ 
New York 152 68 220 8 2,768 2/ 2 40 
Philadelphia 44 38 82 7 5/ 2,575 6 571 
Cleveland 137 61 198 7 1,415 2 152 

Richmond 44 57 81 5 2,940 2/ 5 230 
Atlanta 17 16 53 5 610 2/ 3 355 
Chicago 16 7 23 2 250 2 95 
St. Louis 39 155 174 4 502 5 98 

Minneapolis 67 83 155 5 876 4/ 5 M ••• 

Kansas City 50 53 85 5 172 4 154 
Dallas 51 35 86 1 " " — — — — — — — 

San Francisco 51 15 44 12 751 1 250 

I/ Attendance not reported. 
2/ One broadcast. 
5/ Attendance not reported for two meetings. 
4/ .411 broadcasts. 
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BOARD OF GOVERNORS 

O F T H E R-455 
FEDERAL RESERVE SYSTEM 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 29, 1959 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

bills: 

NUBFEL - Treasury bills to 
be dated May 3, 1959, and to 
mature August 2, 1959. 

Very truly yours 

Sx J. C. Noell, v~ 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N R-4-54 

A D D R E B B O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

May 1, 1939-

Dear Sir: 

Among the changes in the form of the par list which 
wore made beginning with the January 1, 1952, issue was the 
elimination of a footnote reading ilonmember hanks collected 
through intermediary torn" which, in the January 1, 1951, issue, 
was appended to about 1;00 places listed in the par list, nearly 
all in the Chicago Federal Reserve district# 

Recently one of the Federal Reserve banks experienced 
sor.e delay in the return of dishonored items and upon inquiry 
found that the delay was due to the fact that the items 
collected through an intermediary town. The Reserve bank thought 
that it would be desirable for all banks using the Federal Re-
serve check collection facilities to know that checks drawn on 
certain towns are collected through intermediary towns, and upon 
inquiry it developed that most of the Federal Reserve banks -avor 
the inclusion of information indicating such instances in the 
par list. It will be appreciated, therefore, if you will 

1. Furnish the Board with a copy of the January 1# 
193Q, par list, after having indicated thereon all places in your 
district checks on which are collected through intermediary 

points, 

2. Advise the Board what notes, if any, you feel 
should be included in the par list to indicate such indirect 
collection of checks on noraomber par banks, and 

3. Furnish the Board with a memorandum describing 
briefly the procedure followed in effecting such indirect col-

lection of checks. 

In the present par list there is a headnote under Michigan 
to the effect that checks on Michigan banks in the Seventh District 
outside of Detroit may be forwarded either to the Federal Reserve 

Y 
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Bank of Chicago or to the Detroit Branch, and headnototis appear 
under Arkansas, Indiana, and Missouri with respect to optional 
collection facilities for checks on certain points in those States. 
It will be appreciated if you will advise whether checks on any 
points in your district may be forwarded either to your head office 
or one of your branches. If so, please advise us of the optional 
collection facilities applicable to such points, also what notes, 
if any, you feci should be included in the par list to indicate such 
optional collection facilities. 

Very truly your: 

B. L. Smead, Chief, 
Division of Bank Operations. 

TO THB PRESIDENTS OF ALL FKDiilL*L RESERVE BAI'IKS 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

215 
R-455 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

May 1, 1939. 

V 

Dear Sir: 

The Committee of Counsel designated by the Chairman 
of the Conference of Presidents recommended to the Standing 
Committee on Collections on January 11, 1939: 

"That means be adopted to make it clear that 
the 'Terms and Conditions of Collection* set forth 
in Section V of Regulation J and in the cash and 
noncash collection circulars apply to items sent 
by one Federal Reserve Bank to another as well as 
to items sent to Federal Reserve Banks by member 
banks and nonmember clearing banks. (A form of 
suggested provision for these circulars is hereto 
attached and marked Exhibit B.) Pending the in-
clusion of provisions to this end in the cash and 
noncash collection circulars, it is recommended 
that letters to this effect be exchanged between 
Federal Reserve Banks. (A form of suggested let-
ter for this purpose is hereto attached and marked 
Exhibit C.)" 

This recommendation was approved by the Standing Committee 
on Collections and subsequently, on March 6, 1939, was ap-
proved by the Presidents' Conference. 

However, as a result of certain questions which 
were raised regarding this proposal the Committee of Counsel 
again considered the matter at a recent meeting in Washington 
and, on April 21, 1939, made the following recommendation to 
the Standing Committee on Collections: 

"That the proposed amendment to the cash and 
noncash collection circulars of the Federal Re-
serve banks suggested in paragraph (3) of the rec-
ommendations of the Committee of Counsel on January 

1 
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11, 1939, and embodied in Exhibit B of those recom-
mendations be not adopted but that the Federal 
Reserve banks exchange letters in the amended form 
attached hereto marked Exhibit 2." 

This recommendation was considered by the Standing 
Committee on Collections at its meetings here on April 20-22, 
1939, and it is understood that the amended form of letter 
was satisfactory to the Committee. While the language of 
the amended form of the proposed letter differs somewhat from 
that of the draft attached to the recommendation of January 
11, 1939, these differences are largely matters of form and 
make no material change in the effect of the letter. 

You are advised that the Board of Governors is of 
the opinion that the letter in the form recommended by the 
Committee of Counsel on April 21, 1939, a copy of which is 
attached hereto, is satisfactory and the Board has no sugges-
tions to offer with reference thereto. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

Enclosure. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BAMS. 
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Letter proposed by Committee of Counsel 
to be exchanged between Federal Reserve 

banks 

To - Federal Reserve Bank of 
Federal Reserve Bank of 

etc. 

(Name all eleven Federal Reserve banks 
to which letter is addressed.) 

Gentlemen: 

We are writing this letter, pursuant to the recommenda-

tion of the Standing Committee on Collections of the Presidents' 

Conference, made after consultation with a Committee of Federal 

Reserve Bank Counsel at the joint meeting of such committees on 

January 9, January 10, and January 11, 1959, and approved by the 

Presidents' Conference at its meeting on March 6, 1939, to confirm 

our understanding and agreement with the other Federal Reserve 

banks that the terras and conditions of collection set forth in the 

regulations of the Board of Governors of the Federal Reserve Sys-

tem and the circulars of the Federal Reserve banks, now or here-

after in effect, relating to the collection of cash and noncash 

items, apply, as between Federal Reserve banks, to items sent by 

one Federal Reserve bank to another and also to items sent to Fed-

eral Reserve banks by member and nonmember clearing banks in other 

districts. 

Very truly yours, 

FEDERAL RESERVE BANK OF 

By 
President. 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

218 
R-456 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

May 5, 1939 

Dear Sir: 

The Committee of Counsel, designated by the Chairman of 
the Conference of Presidents, recommended to the Standing Committee 
on Collections on January 11, 1959, that the Board of Governors 
issue a regulation covering the collection of noncash items. This 
recommendation was approved by the Standing Committee on Collections 
and subsequently, on March 6, 1939, was approved by the Conference 
of Presidents. 

Pursuant to the recommendation, a preliminary draft of a 
regulation covering the collection of noncash items was prepared by 
the Board's Counsel and submitted to Counsel for all the Federal 
Reserve banks and to the Standing Committee on Collections early in 
April. This preliminary draft was considered by the Committee of 
Counsel at its meeting in Washington April 20-22, and the Committee 
submitted the following recommendation on this subject to the Stand-
ing Committee on Collections: 

"The Committee of Counsel submits herewith for the 
consideration of the Standing Committee on Collections a 
a revised draft (Exhibit 3 attached) of the proposed new 
regulation relating to 1 collection of noncash items'. 

"While this draft has necessarily been somewhat 
hurriedly prepared, Counsel are of the opinion that in 
substance it is in a form which might appropriately be 
adopted, except that there is some disagreement among 
Counsel as to the advisability of paragraph (5). This 
paragraph deals with a matter which is essentially one 
of policy. If the Standing Committee on Collections 
should be of the opinion that it would be good policy 
to adopt paragraph (5), the Committee of Counsel be-
lieve that the language used in that paragraph is sub-
stantially appropriate." 
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The Standing Committee on Collections discussed the revised draft of 
the proposed regulation, and it was suggested that the Board of Gov-
ernors submit the revised draft to all of the Federal Reserve banks 
for review. 

There is enclosed herewith a draft of the proposed regula-
tion, as revised by the Committee of Counsel with some changes sug-
gested by the Standing Committee on Collections. There is also 
enclosed a copy of paragraph (5) mentioned in the recommendation of 
the Committee of Counsel (designated as Exhibit 4 attached to the 
Committee's recommendation) but omitted from the revised draft of 
the regulation because the Standing Committee on Collections felt 
that it should not be included. It will be appreciated if you will 
give consideration to the proposed regulation in consultation with 
your Counsel and submit to the Board not later than May 51, 1939, 
any comments or suggestions that you may consider advisable. 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary. 

Enclosures 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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April 21, 1939 

REGULATION 

Approved, effective , 1939. 

COLLECTION OF NONCASH ITEMS 

AUTHORITY FOR REGULATION 

This regulation is based upon and issued pursuant to 

the provisions of subsection (i) of section 11, the first para-

graph of section 13, and the 14th and 15th paragraphs of sec-

tion 16 of the Federal Reserve Act. 

SECTION 1. DEFINITION OF NONCASH ITEMS 

As used in this regulation, the term "noncash items" 

means any items of the following classes when payable within 

the continental United States: 

(1) Maturing notes, acceptances, bankers1 acceptances, 

certificates of deposit, bills of exchange, and drafts with 

or without securities, bills of lading or other documents 

attached; 

(2) Drafts and orders on savings deposits with pass 

books attached; 

(3) Checks, drafts and other cash items which have 

previously been dishonored or on which special advice of 
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payment or dishonor is required; 1/ 

(4) Maturing bonds and coupons (other than obligations 

of the United States and its agencies which are redeemed by 

Federal Reserve banks as fiscal agents); 

(5) State and municipal warrants, including both 

orders to pay addressed to officers of States and political 

subdivisions thereof and also any special or general obliga-

tions of States and political subdivisions thereof; 

(6) All other evidence; of indebtedness and orders to pay, 

except checks and bank drafts drawn on or payable by a nonmember 

bank which cannot be collected at par in funds acceptable to the 

Federal Reserve bank of the district in which such nonmember 

bank is located.2/ 

1/ Any check, draft, or other item which is normally handled as a 

cash item will not be handled as a noncash item unless special 

conditions require that this be done, and the Federal Reserve 

bank will decide whether such special conditions exist. 

2f Checks and bank drafts drawn on or payable by a nonmember bank 

which can not be collected at par in funds acceptable to the 

Federal Reserve bank of the district in which such nonmember 

bank is located, and which may not be received under the terms 

of Regulation J, likewise may not be received as noncash items 

under the terms of this regulation. 
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R-456-a 

SECTION 2. RECEIPT OF ITEMS FOR COLLECTION 

Each Federal Reserve bank may receive for collection non-

cash items from member and nonmember clearing banks in its district, 

from other Federal Reserve banks, and from all member and nonmember 

clearing banks in other Federal Reserve districts which are authorized 

to route direct for the credit of their respective Federal Reserve 

banks, subject to the terms and conditions of this regulation. 

• SECTION 5. TERMS OF COLLECTION 

Every member or nonmember clearing bank which sends non-

cash items to any Federal Reserve bank for collection shall by 

such action be deemed: (a) To authorize the Federal Reserve banks 

to handle such items subject to the terras and conditions of this 

regulation; (b) To warrant its own authority to give the Federal 

Reserve banks such authority; (c) To agree to indemnify any 

Federal Reserve bank for any loss or expense sustained (including 

but not limited to attorneys' fees and expenses of litigation) re-

sulting from the failure of such sending bank to have such authority, 

or resulting from such Federal Reserve bank's guaranty of prior en-

dorsements, or resulting from any action taken by the Federal Re-

serve bank within the scope of its authority for the purpose of col-

lecting such noncash items; and (d) To guarantee all prior endorse-

ments on such items whether or not a specific guaranty is incorporated 

in an endorsement cf the sending bank. 
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(1) A Federal Reserve brink will act only as agent of 

the bank from which it receives such noncash items and will 

assume no liability except for its own negligence and its 

guaranty of prior endorsements. 

(2) A Federal Reserve bank may present such noncash 

items with any accompanying documents for payment direct 

to the person, firm or corporation on which they are drawn 

or by or through which they arc payable or collectible, or 

may present them for payment or forward them for collection 

direct to the bank on which they arc drawn, at which they 

arc payable, or through which they arc payable or collectible; 

or, in its discretion, may forward them to another agent with 

similar authority to present them for payment or forward them 

for collection. The bank upon which any such noncash item 

may be drawn, or at which the same may be payable or through 

which the same may be payable or collectible shall be deemed 

to be a proper agent for collection within the meaning of this 

regulation. 

(3) Noncash items received by a Federal Reserve bank 

payable in other districts will be forwarded for collection 

to the Federal Reserve bank of the district in which such 

items arc payable; except that, when in the judgment of the 

Federal Reserve bank the size or character of the item or 

other special circumstances justify such action, any such 

item, in the discretion of the Federal Reserve bank, may be 
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forwarded for collection direct to the bank on which they are 

drawn, at which they are payable, or through which they are 

payable or collectible, or may be forwarded for collection 

to another agent with authority to present them for payment 

direct to the person, firm, or corporation on which they are 

drawn or by or through which they are payable or collectible 

or to present them for payment dircct to the bank on which 

they are drawn, at which they are payable or through which 

they are payable or collectible. 

(4) A Federal Reserve bank may, in its discretion and 

at its option, accept from a drawee bank in payment of or 

from any collecting agent in remittance for such .noncash 

items, cash, checks, bank drafts, transfers of funds or 

bank credits, or other forms of payment or remittance, ac-

ceptable to the collecting Federal Reserve bank. The Federal 

Reserve bank shall not be liable for the failure of a drawee 

bank or any agent to collect, or to pay, or remit for, such 

noncash items, nor for any loss resulting from the acceptance 

from a drawee bank or any agent, in lieu of cash, of any other 

form of payment or remittance authorized herein, nor for the 

nonpayment of, or failure to realize upon, any bank draft or 

other medium of payment or remittance which may be accepted 

from a drawee bank or any collecting agent. 

(5) Bank drafts and other forms of payment or remittance 

received by a Federal Reserve bank in payment of or in remittance 
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for noncash items handled under the terms of this regula-

tion will be collected, at the option of the Federal Reserve 

bank, either under the terms and conditions of this regulation 

or under the terms and conditions of Regulation J of the Board 

of Governors of the Federal Reserve System. 

(6) No draft, authorization to charge, or other order, 

upon any reserve balance, clearing account, deposit account, 

or other funds of a paying, remitting, or collecting bank 

in the possession of a Federal Reserve bank, issued for the 

purpose of settling items handled under the terms of this 

regulation will be paid, acted upon, or honored after receipt 

by such Federal Reserve bank of notice of suspension or closing 

of such paying, remitting, or collecting bank. 

(7) With respect to any noncash item sent direct by a 

member or nonmomber clearing bank in one district to a Federal 

Reserve bank in another district, the relationships and the 

rights and liabilities existing between the member or non-

member clearing bank, the Federal Reserve bank of its district 

and the Federal Reserve bank to which the noncash item is 

sent will bo the same, and the relevant provisions of this 

regulation will apply, as though the member or nonmomber 

clearing bank had sent such noncash item to the Federal 

Reserve bank of its district with its endorsement and guaranty 

of prior endorsements and such Federal Reserve bank had sent 

the noncash item to the other Federal Reserve bank with its 
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endorsement and guaranty of prior endorsements. 

SECTION 4. OTHER RULES 

Each Federal Reserve bank may also promulgate rules not 

inconsistent with the terms of the law or of this regulation, 

governing the details of its noncash collection operations. Such 

rules may be set forth by each Federal Reserve bank in circulars 

to its member and nonmember clearing banks and shall be binding 

upon any member or nonmember clearing bank which sends any non-

cash item to such Federal Reserve bank for collection or to any 

other Federal Reserve bank for the account of such Federal Re-

serve bank for collection. 
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EXHIBIT 4 

The following is the paragraph (5) referred to in the 

report of the Committee of Counsel dated April 21, 1939. It was 

omitted from the proposed regulation on noncash collections as re-

drafted after a conference with the Standing Committee on Collec-

tions which felt that it should not be included. In order to 

avoid confusion, it is suggested that, if any reference is made 

to it in correspondence, it be referred to as "Exhibit 4" instead 

of "Paragraph (5)"> since the attached draft of the regulation 

contains a different paragraph numbered (5). 

(5) A Federal Reserve bank may, in its discre-

tion and at its option, accept in payment for such 

noncash items from persons, firms or corporations on 

which they are drawn or by or through which they are 

payable or collectible, cash, bank drafts, bank of-

ficers' checks or checks certified by banks, acceptable 

to the collecting Federal Reserve bank. The Federal 

Reserve bank shall not be liable for any loss result-

ing from the acceptance of, nonpayment of, or failure 

to realize upon, any form-of remittance the acceptance 

of which is authorized in this paragraph. 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 8, 1939 
R-A57 

Dear Sir: 

Referring to the Board's letter R-380 of Jaauary 6, 

1939, following is a statement of changes during April in 

the list of nonmember banks that have in force agreements 

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

of the Securities Exchange Act of 1934: 

Addition 

Utah 
Salt Lake City Zion*s Savings Bank and Trust Company 

Very truly yours, 

L. P. Bethea, 
Assistant Secretary 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS r*r%r\ 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 8, 1939 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

bills: 

NUBFIG - Treasury bills to 
be dated May 10, 1939, and 
to mature August 9, 1939. 

Very truly yours 

J. C. Ho ell, 
Assistant Secretaiy. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

tx-o, O F T H E 

FEDERAL RESERVE SYSTEM 

Dear Sir: 

There are enclosed herewith 

copies of statement rendered by the 

Bureau of Engraving and Printing, cov-

ering the cost of preparing Federal 

Reserve notes from April 3 to April 28, 

W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 9, 1939 

1959 

Very truly'yours, 

z V 

0. E. Foulk, 
Fiscal Agent. 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

April 5 to April 28, 1959. 

Federal Reserve Notes. Series 1954. 

$10 $20 $50 $100 $1,000 
Total 
Sheets 

Total 
Amount 

Boston 66,000 12,000 - - - 78,000 $ 7,176.00 

New York 188,000 20,000 50,000 50,000 5,000 271,000 24,952.00 

Philadelphia 74,000 20,000 - - — 94,000 8,648.00 

Cleveland 50,000 19,000 - - - 69,000 6,548.00 

Richmond 44,000 22,000 — - - - 66,000 6,072.00 

Atlanta 24,000 6,000 - - - 50,000 2,760.00 

Chicago 124,000 55,000 — - - 159,000 14,628.00 

St. Louis 54,000 7,000 - - - 41,000 5,772.00 

Minneapolis 19,000 6,000 - - - 25,000 2,500.00 

Kansas City- 24,000 8,000 - - - 52,000 2,944.00 

Dallas 21,000 6,000 - - - 27,000 2,484.00 

San Francisco 50,000 16,000 - - - 66,000 6,072.00 

718,000 177,000 50,000 50,000 5,000 958,000 $88,156.00 

958,000 sheets @ $92.00 per M $88,156.00 
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R-460 

BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 9, 1959 

Dear Sir: 

In connection with telegraphic transactions 

between Federal Reserve banks covering Government se-

curities, the following code words have been designated 

to cover new issues of bonds of the Home Owners' Loan 

Corporation: 

MOWJOKE - 5/8% Bonds, Series K-1940, dated 
and bearing interest from May 15, 1959, due 
May 15, 1940; 

NOWKAD - 5/8% Bonds, Series L-1941, dated 
and bearing interest from May 15, 1959, due 
May 15, 1941. 

Very truly yours 

C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS R-461 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

• a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 10, 1939 

Dear Sir: 

The Board has adopted amendment No. 2 of 

Regulation T to become effective May 22, 1939. The 

amendment and accompanying press release, in the form 

attached, are being released for publication in the 

morning papers of Monday, May 15, 1939. It will be 

appreciated if your bank will send copies of each to 

interested persons in your district to reach them on 

that date or as soon thereafter as possible. 

Very truly yours 

L. P. Bethea, 
Assistant Secretary. 

Enclosures 2 

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

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

' For release in morning papers of 
Monday, May 15, 1939. May 10, 1959. 

The Board of Governors of the Federal Reserve System has 

amended its Regulation T, entitled "Extension and Maintenance of Credit 

by Brokers, Dealers, and Members of National Securities Exchanges", for 

the purpose of clarifying and liberalizing, with appropriate safeguards, 

provisions that relate to bona fide cash transactions in securities and 

to certain other classes of transactions that are not effected in margin 

accounts. The amendment, in tentative form, was submitted to securities 

exchanges and other organizations for comment last November. It becomes 

effective May 22, 1939, in the form attached. 

The principal changes made by the amendment may be summarized 

as follows: 
c 

Cash sales for customers. - When a broker sells a security for 

a customer in a special cash account, without first having obtained the 

* security from the customer, the broker will no longer be required by the 

regulation to get the security within a period of 7 days, or within any 

other specified period. Such a sale cannot'be a short sale, since the 

making of a short sale by a customer in a special cash account is forbidden. 

Cash purchases for customers on C.O.D. basis. - When a broker 

buys a security for a customer in a special cash account and the transac-

tion is of the type in which the customer arranges to have the security 

' delivered to him promptly against payment, the broker will no longer be 
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required by the regulation to obtain payment (and consequently to make 

delivery) within a period of 7 days. The time limit is not altogether 

removed, but is fixed at 35 days. The broker is not permitted, however, 

without the permission of an appropriate committee of a national secu-

rities exchange, to give the customer more than 7 days if the customer, 

for any reason whatever, has failed to settle with him promptly in full 

on any cash transaction during the preceding three months. 

Cash transactions between brokers or dealers. - Cash transac-

tions between one broker or dealer and another, as distinguished from 

transactions and relations with the general public, are relieved from 

the 7-day limitation, or any similar limitation, provided the transac-

tions are in good faith for prompt settlement in accordance with the 

ordinary usage of the trade. 

Loans by one member of an exchange to another. - A new provi-

sion has been added to the regulation to facilitate the making of a loan 

by one member of a national securities exchange to another member for 

the purpose of enabling the borrower, in his capacity as a partner in 

a member firm, to make a contribution of capital to his firm. Unless 

the loan is by one partner in a firm to another partner in the same 

firm, however, it must be approved, in accordance with conditions speci-

fied in the amendment, by an appropriate committee of the exchange, and 

one of these conditions is that if the firm is one that does any dealing 

in securities for its own account, the loan must not be for the purpose 

of enabling the firm to increase the amount of such dealing. 
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Amendment No. 2 of Regulation T - Effective May 22. 1939. 

1. Section 4(c) of Regulation T is amended to read as follows: 

"(c) Special cash account. - (1) In a special cash ac-
count, a creditor may effect for or with any customer bona 
fide cash transactions in securities in which the creditor 
may — 

(A) purchase any security for, or sell any 
security to, any customer, provided funds suffi-
cient for the purpose are already held in the 
account or the purchase or sale is in reliance 
upon an agreement accepted by the creditor in 
good faith that the customer will promptly make 
full cash payment for the security and that the 
customer does not contemplate selling the se-
curity prior to making such payment; or 

(B) sell any security for, or purchase any 
security from, any customer, provided the secu-
rity is held in the account or the creditor is 
informed that the customer or his principal owns 
the security and the purchase or sale is in re-
liance upon an agreement accepted by the cred-
itor in good faith that the security is to be 
promptly deposited in the account. 

(2) In case a customer purchases a security (other than 
an exempted security) in the special cash account and does 
not make full cash payment for the security within 7 days 
after the date on which the security is so purchased, the 
creditor shall, except as provided in the succeeding sub-
divisions of this section 4(c), promptly cancel or otherwise 
liquidate the transaction or the unsettled portion thereof. 

(5) If the security when so purchased is an unissued 
security, the period applicable to the transaction under 
subdivision (2) of this section 4(c) shall be 7 days after 
the date on which the security is made available by the 
issuer for delivery to purchasers. 

(4) If any shipment of securities is incidental to the 
consummation of the transaction, the period applicable to 
the transaction under subdivision (2) of this section 4(c) 
shall be deemed to be extended by the number of days re-
quired for all such shipments, but not by more than 7 
days. 
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(5) If the creditor, acting in good faith in accordance 
with subdivision (l) of this section 4(c), purchases a secu-
rity for a customer, or sells a security to a customer, with 
the understanding that he is to deliver the security promptly 
to the customer, and the full cash payment to be made prompt-
ly by the customer is to be made against such delivery, the 
creditor may at his option treat the transaction as one to 
which the period applicable under subdivision (2) of this 
section 4(c) is not the 7 days therein specified but 35 days 
after the date of such purchase or sale: Provided, however. 
That the creditor shall not so treat any purchase by a given 
customer if any security has been purchased by such customer 
at any time during the preceding 90 days in a special cash 
account with the creditor, and then, for any reason whatever, 
without having been previously paid for in full ty the cus-

t tomer, the security has been sold in the account or delivered 
out to any broker or dealer: Provided. That an appropriate 
committee of a national securities exchange, on application 
of the creditor, may authorize the creditor to disregard for 
the purposes of the preceding proviso any given instance of 
the type therein described if the committee is satisfied that 
both creditor and customer are acting in good faith and that 
circumstances warrant such authorization. 

(6) If an appropriate committee of a national securities 
exchange is satisfied that the creditor is acting in good 
faith in making the application, that the application relates 
to a bona fide cash transaction, and that exceptional circum-
stances warrant such action, such committee, on application 
of the creditor, may (A) extend any period specified in sub-
division (2), (3), (4) or (5) of this section 4(c) for one 

t or more limited periods commensurate with the circumstances, 
or (B), in case a security purchased by the customer in the 
special cash account is a registered or exempted security, 
authorize transfer of the transaction to a general account 
or special omnibus account and completion of the transaction 

> pursuant to the provisions of this regulation relating to 
such an account. 

(7) The days specified in this section 4(c) are calendar 
days, but if the last day of any period specified herein is 

^ a Saturday, Sunday, or holiday, such period shall be consid-
ered to end on the next full business day. For the purposes 
of this section 4(c), a creditor may, at his option, disre-
gard any sum due by the customer not exceeding $50." 

2. Section 4(f) of Regulation T is amended by inserting the following 
subdivisions after subdivision (1) of said section and renumbering the 
succeeding subdivisions accordingly: 

¥ 
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"(2) Make loans, and may maintain loans, to or for 
any partner of a firm which is a member of a national 
securities exchange to enable such partner to make a con-
tribution of capital to such firm provided (A) the lender 
as well as the borrower is a partner in such firm, or (B) 
the lender as well as the borrower is a member of such 
exchange, the loan has the approval of an appropriate 
committee of the exchange, and the committee, in addition 
to being satisfied that the loan is not in contravention 
of any rule of the exchange, is satisfied that the loan 
is outside the ordinary course of the lender's business, 
and that, if the borrower's firm does any dealing in se-
curities for its own account, the loan is not for the 
purpose of enabling the firm to increase the amount of 
such dealing; 

(3) Purchase any security from any customer who is 
a broker or dealer, or sell any security to any such 
customer, provided the creditor acting in good faith 
purchases or sells the security for delivery, against 
full payment of the purchase price, as promptly as 
practicable in accordance with the ordinary usage of 
the trade;" 

> 
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BOARD OF GOVERNORS 2 3 9 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e i i o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 12, 1939 

Dear Sir: 

There is attached a copy of the re-
port of expenses of the main lines of the Fed-
eral Reserve Leased Wire System for the month 
of April, 1939. 

Please credit the amount payable by 
your bank to the Board, as shown in the last 
column of the statement, to the Federal Reserve 
Bank of Richmond in your daily statement of 
credits through the Interdistrict Settlement 
Fund for the account of the Board of Governors 
of the Federal Reserve System, and advise the 
Federal Reserve Bank of Richmond by wire the 
amount and purpose of the credit. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
EXCEPT RICHMOND 
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REPORT OF EXPENSES OF MAIN LINES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF APRIL. 1939 

Federal 
Words Sent 

Total Pro Rata Expenses Payable 
Federal Number by N. Y. * * W X V M i 

Q U Q M A A f Paid to 
Reserve 
Bank 

of Words 
Sent 

Chargeable 
to Other 

F.R. Banks 

vvorub 
Charge-
able 

ufiare ox 
Total Ex-
penses (l) 

by Banks 
and 

Board (2) 

Board 
of Gov-
ernors 

Boston 19 ,904 608 20, 512 # 521. 10 # 296. 58 : # 224. 52 
New York 56 ,008 - 56, 008 1,422. 87 1,039. 82 383. 05 
Philadelphia 15 ,315 574 15, 889 403. 66 241. 67 161. 99 
Cleveland 25 ,754 579 26, 333 668. 98 309. 99 358. 99 

Richmond 20 ,809 574 21, 385 543. 23 195. 92 347. 31 
Atlanta 36 ,298 574 36, 872 936. 72 295. 15 641. 57 
Chicago 54 ,989 1,051 56, 040 1,423. 68 1,343. 98 79. 70 
St. Louis 36 ,340 574 36, 914 937. 79 255. 21 682. 58 

Minneapolis 16 ,200 574 16, 774 426. 14 185. 47 240. 67 
Kansas City 39 ,396 573 39, 969 1,015. 40 259. 21 756. 19 
Dallas 31 ,884 606 32, 490 825. 40 279. 55 545. 87 
San Francisco 4.1 ,044 698 41, 742 1,060. 45 369. 30 691. 15 

Board of 218 ,862 — 218, 862 5,560. 13 10,673. 72 — 

Governors 

Total 612,803 6,985 619,788 #15,745.55 #15,745.55 #5,113.59 

(1) Based on cost per word (#.025404735) for business handled during the month. 

(2) Payments by banks are for personal services and supplies and payments by Board 
are for personal services and supplies (#1,709.69) and wire rental (#8,964.03). 
Personal services include salaries of main line operators and of clerical help 
engaged in work on main line business, such as counting the number of words in 
messages; also overtime and supper money and Retirement System contributions at 
the current service rate. 
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R-464 
BOARD OF GOVERNORS 0/1>« 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 15, 1939 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

bills: 

NUBFOZ - Treasury bills to 
be dated May 17, 1939, and 
to mature August 16, 1939 

Very truly yours 

C. Noell, 
Assistant Secretary. 

> TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-465 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 15, 1939 

Dear Sir: 

There is attached, for your information, a copy of 
the Board's semiannual functional expense exhibit for the Second 
Half, 1938. This report has been compiled from the functional 
expense reports which are submitted semiannually to the Board 
of Governors by each Federal Reserve bank and branch. 

The functional expense reports show the expenses of 
the Reserve banks by various "functions", such as the Check Col-
lection function, Noncash Collection function, Currency and Coin 
function, etc., and also in a number of cases by "expense units". 
For example, the Check Collection function is broken down into 
several•expense units such as the City Checks (Clearings) unit, 
the Country Checks-Outgoing unit, the Return Items unit, etc. 

In the case of certain expense units a measurement of 
the volume of work is reported and figures are contained in the 
Board's exhibit showing a comparison between Reserve banks of the 
cost of handling the var.ious classes of checks, currency and coin, 
etc., and of the number of units handled per employee per day. 

From a review of the attached exhibit you will note that 
there are wide variations in the cost of performing like opera-
tions by the different Reserve banks. For example, the variations 
in the unit costs of handling country checks at the head offices 
may be noted by referring to the next to the last column at the 
bottom of page 25» The unit costs for the Currency-Receiving and 
Sorting unit are shown in the third from last column at the top 
of page 22, while those for the Government Checks unit are con-
tained in the last column at the bottom of page 38. There are 
also wide variations in costs in some of the functions for which 
a measurement of the volume of work is not available such as the 
Loans, Rediscounts and Acceptances function as shown on page 18. 

Since the Federal Reserve banks are located in cities 
of varying sizes and in widely separated localities and, further-
more, since they must conform in a general way to local customs 
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and practices in the matter of salaries, length of working day, 
etc., certain variations in unit costs are to be expected. It is 
thought, however, that studies should be made of those units in 
which there are wide variations in costs with the view of de-
termining the reasons for the variations and whether they are 
entirely justified. 

It is believed that the directors of the Federal Reserve 
banks would find such studies particularly helpful to them in passing 
upon budgets for the various departments of the bank. The Board 
would suggest, therefore, that if you have not already done so you 
consult with the President of your bank with respect to the functional 
expense report and initiate such studies as are thought necessary 
to acquaint your directors with the reasons for major differences in 
expenses where such expenses at your bank are substantially out of 
line with similar expenses at other Reserve banks. 

Some of the differences shovm in the expense reports may 
be due to a failure to properly allocate expenses to the several 
expense units. In this connection, representatives of the Board 
who are familiar with the functional expense reports have devoted 
some time in reviewing allocations of expenses to fiscal agency and 
other units and it is expected that they will continue their studies 
along these lines. Such studies as they may make, however, are not 
intended to serve the same purpose as those referred to above. 

Very truly yours 

L. P. Bethea, 
Assistant Secretary. 

Enclosure 

TO THE CHAIRMEN OF ALL FEDERAL RESERVE BAMS 

COPY TO BE SENT TO THE PRESIDENT OF EACH FEDERAL RESERVE BANK 
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R-466 
BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 

Dear Sir: 

There is enclosed for your informa-

tion a summary of the bank relations reports 

submitted by the Federal Reserve banks for 

the month of April, 1959, in response to the 

Board's letter of August 25, 1936 (X-9680). 

W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 17, 1939 

Very truly yours 

L. P. Bethea, 
Assistant Secretary 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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. May 15, 1939 

TO The Board of Governors SUBJECT: Summary of Bank 
Relations Reports 

FROM Mr. Daniels, Division 
of Bank Operations 

Reports of bank relations as requested in the Board's letter 
of August 25, 1936 (X-9680) have been received for the month of April. 
Excerpts therefrom will be found on the following pages, at the end of 
which is a table showing the number of visits made, meetings attended, 
and addresses delivered. The following are a few of the items of in-
terest included in the reports: 

In the Boston District no dissatisfaction was expressed at 
any bank with the services rendered by the Federal Reserve Bank, al-
though one banker visited stated that he would prefer to do his sea-
sonal borrowing from the Federal Reserve Bank were it not for the 
15-day requirement when Government securities were pledged. 

One nonmember State bank in New Jersey, which withdrew from 
membership in the F.D.I.C. in 1935, reported that deposits had in-
creased 50 per cent since then. This bank anticipated that withdraw-
als would result from publicity incident to the closing of the New 
Jersey Title Guarantee and Trust Company of Jersey City, but it is 
said deposits were not affected. In fact, no questions were asked 
about insurance. 

Among the banks visited in the Philadelphia District the 
trend of interest rates both for loans and deposits is still downward. 
Good loans command rates of from 4 per cent to 5 per cent. The major-
ity of banks are paying two per cent on time and savings deposits. 

In the Cleveland District the lack of demand from commercial 
borrowers is said to be definitely increasing loan totals represented 
by mortgage security. 

There is much uneasiness among business men and bankers in 
West Virginia because of the coal strike. If the strike is prolonged 
it will have an uneven but depressing effect throughout this region. 

Officers of each of the member banks visited in the Atlanta 
District stated that the services being rendered them by the Federal 
Reserve Bank were entirely satisfactory, and the attitude of nonmember 
banks was found uniformly friendly. 

Due to the continued difficulty in employing funds there 
seems to be a tendency on the part of banks visited in Wisconsin and 
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Illinois to a further reduction in interest paid on deposits. Consid-
erable interest in membership was shown t>y nonmember banks. 

The president of a Mississippi nonmember bank expressed the 
opinion that city banks are discouraging country bank membership in 
the. System as this would necessitate a portion of their balances being 
transferred to Reserve banks. 

In Southwestern Minnesota it appears that bankers are gradu-
ally drifting back to real estate loans, with a prevailing rate of from 
4-1/2 to 5 per cent. An insurance company in Milwaukee has just an-
nounced that it will make real estate loans on' a basis of 4 per cent. 
Very favorable comments were made regarding the annual member bank 
conference, and bankers were unanimous in their opinion that it should 
be an annual affair. 

In the Kansas City District bankers commented on items ap-
pearing in the newspapers to the effect that insurance companies are 
going into communities and making long-term loans at veiy low rates, 
often at 3 per cent. These loans run as long as ten years and some-
times have no amortization feature. Several nonmember insured banks 
mentioned that they were receiving a good many letters from eastern 
banks and corporations offering time deposits at from 1-1/2 to 2-1/2 
per cent. 

Further excerpts from the reports follow. The reports 
themselves are attached to the original hereof. 

BOSTON 

During April visits were made to 20 member banks and 4 non-
member banks located in several of the smaller cities and towns in 
Massachusetts, Rhode Island, Connecticut and Vermont. 

The only complaint heard generally was that of an insuffi-
cient volume of loans. However, the loan portfolios at practically 
all of the banks visited are slightly larger than a year ago. 

The few individual complaints heard were with respect to (1) 
lack of consistency on the part of certain Governmental agencies and 
the bank examiners with regard to the desirability of certain types 
of loans; (2) pressure for lower loan rates coming from small borrow-
ers; (3) competition from out-of-town banking and non-banking lending 
agencies for local loans, particularly for mortgage and "town loans". 

The matter of reducing interest rates on savings deposits 
is being considered by several banks, all of which are now paying the 
maximum amount allowed by law. 
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Retail trade at all points is reported to be unsatisfactory 
due partly to unseasonal weather conditions. In one or two communi-
ties factory pay rolls were said to be somewhat larger than a year 
ago. 

Lending rates at the banks remain unchanged. Loans to towns, 
made in anticipation of tax receipts, range from 1-|% to 5%. Few towns 
borrow locally. Customer's rates range from 4 t o 6%, the majority 
of loans carrying the latter rate. 

NEW YORK 

The third of a series of four monthly conferences devoted 
to the study of bond investments, conducted by the Committee on Bond 
Portfolios of the New York State Bankers Association, was held in the 
auditorium of the Federal Reserve Bank of New York on Monday, April 
17. Between the morning and afternoon sessions the visiting bankers 
and others, numbering approximately 550, were guests of the Federal 
Reserve Bank at luncheon in its dining room. 

During the month of April, our officers and representatives 
visited 171 banks of which 130 are member and 41 nonmember institu-
tions. 

Hunterdon. Somerset. Sussex, and Warren Counties. New Jersey 

. Twenty banks, including one savings institution, are paying 
interest at ljr per cent, while the remaining seventeen continue to 
pay 2 per cent. 

A number of bankers state that they are limiting new pur-
chases of securities to United States Government issues, and a major-
ity of the institutions show a tendency to dispose of railroad and 
some other corporate bonds as favorable opportunities arise, and to 
reinvest the proceeds largely in Governments and municipals. 

Although twenty-one institutions have expanded their loan 
accounts, most of the increase is confined to four banks which have 
shown considerable aggressiveness in going after new business. 

Officers of member banks are cordial, and appear well satis-
fied with our services and with membership in the Federal Reserve 
System. 

Officers of nonmember banks are, in general, friendly to the 
Federal Reserve System but none show interest in membership at this 
time. 
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The eastern part of Somerset County lies within the metro-
politan area and many of its residents commute to business in New 
York City and Newark. Among the important industries in Bound Brook 
are the Calco Chemical Company, a subsidiary of the American Cyanamid 
Corporation which is employing 1,800, but operating on a reduced scale 
so that the weekly income of the workers is low although future busi-
ness prospects for the company are said to be brighter; the Bakelite 
Corporation which is operating steadily with normal employment of 
between 700 and 800; and the plants of the Shervdn-Williams Company 
(manufacturing insecticides), and the Ruberoid Corporation (roofing 
materials) which are running at about 50 per cent of capacity, with 
combined employment rolls of 500. Although there is no real unem-
ployment here, the reduced income of the workers has affected retail 
trade and merchants are complaining of poor business and collections. 

In Hunterdon County, operations of the Taylor-Wharton Iron 
& Steel Company at High Bridge are on a 50 per cent basis, and local 
conditions are described as being worse than in 1932. Employment has 
been maintained for 500 on a staggered basis. The Riegel Paper Com-
pany plant at Milford which is said to have been shut down less than 
thirty days in the thirty years of its existence continues to operate 
at full capacity with a normal force of 800 workers. The principal 
industrial concerns in Sussex and Warren counties are the Ingersoll-
Rand Company (Phillipsburg), the Pohatcong Hosiery Mills (Washington), 
and the New Jersey Zinc Company, which operates mines at Franklin. 
Of these three, only the zinc company is operating on a normal basis 
and although the demand for its products is poor at this time, opera-
tions are being continued and the ore stored. 

Dairying is the principal agricultural activity in these 
counties, and conditions are very unfavorable as a result of the 
discontinuance of the Federal-State Milk Marketing Agreement. 

Union County. New Jersey 

Union County is located in the northeastern part of New 
Jersey within the metropolitan area. The principal industrial city 
and the county seat is Elizabeth, located sixteen miles southwest of 
New York City and about five miles south of the business center of 
Newark, New Jersey. 

With few exceptions all banks report a depreciation in 
their security lists although the amount is relatively small in most 
cases depending upon the amount of railroad and substandard bonds held. 

The demand for credit is very light and loan portfolios con-
tinue to decline gradually. It was pointed out by officers of the two 
largest banks in the county (deposits $17,000,000 and $15,000,000 
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respectively), that their loans and discounts exclusive of mortgages 
amount to only about 10 per cent of total resources. 

. There appears to be very little improvement in the general 
business and industrial situation in this county although some con-
cerns are operating at fair to good capacity. 

Suffolk County. New York 

Suffolk County comprises more than two-thirds of the area 
of Long Island and extends eastward from Nassau County to the end of 
the Island. It has a year-round population of approximately 180,000 
which is almost doubled during the summer months as there are many 
well known summer resorts throughout the county. 

Some of the bankers have been taking profits on medium term 
United States Government bonds and reinvesting the proceeds in longer 
maturities of the same type of security. Several who have been lim-
iting new investments to United States Government, State, and munici-
pal issues have been reducing the total of corporate bonds to the 
aggregate of surplus and undivided profits of their banks in order 
to prevent any possible impairment in the common capital. Twenty-two 
commercial banks report some appreciation in their investment port-
folios while twenty-three show depreciation. Two of the four savings 
institutions have appreciation in their bond accounts. 

In general, the bankers report having granted approximately 
the same amount of credit to farmers this spring as last year, at 
rates from 5 to 6 per cent, in spite of the fact that the Production 
Credit Association at Riverhead has reduced its loaning rate from 
5 to 4g per cent. 

The banks in the county have made about $500,000 home re-
pair loans under the new provisions of Title I of the National Hous-
ing Act and eleven institutions have granted an aggregate of $500,000 
Title II mortgages. The Federal Housing Administration authorities, 
in cooperation with the Suffolk County Bankers Association, recently 
held a meeting in Riverhead which was attended by about 200 people. 
The purpose was to stimulate the modernization of old homes and the 
construction of new ones by means of loans under the National Housing 
Act. Many of the bankers say that thqy have granted loans under their 
own plan to repair homes and barns which wero damaged during the hur-
ricane last September and have placed few loans of this type under 
Section 6 (hurricane section) of Title I of the National Housing Act 
or through the Disaster Loan Corporation. One of the bankers who is 
serving on the county committee for the Disaster Loan Corporation 
states that approximately $200,000 in loans of this type have been 
granted so far. 

Banking houses and fixtures represent about 39 per cent of 
the book capital funds of all the banks in the county. 
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The member bankers are very friendly to the System and voiced 
no dissatisfaction with our services. Officers of two of the eleven 
nonmember banks state that thqy intend to discuss the subject of mem-
bership in the System with their directors in the near future. 

Many bankers report that the financial statements of the 
farmers, submitted this year, show Small losses for 1958 in a number 
of instances, due apparently not only to the low prices received for 
potatoes but also to the extra expense incurred in making repairs to 
their barns and houses which were damaged by the hurricane. 

Duck growers suffered little loss during the storm, the 
principal damage having been to their sheds, a number of which were 
blown down. The duck raising industry is said to be in the hands of 
about 82 growers who are expecting to ship approximately 5,500,000 
pounds of duck (average duck about six pounds) this year as compared 

* with 4,600,000 pounds in 1938. Current prices are quoted at fourteen 
to sixteen cents per pound. The oyster companies suffered consider-
able loss this year as a result of the shifting sands during the hur-
ricane which, in many cases, covered their oyster beds. 

Summary of Preferred Capital Issues 

In the six counties covered in this report, there are 105 
commercial banks of which 67 have issued preferred stock, capital 
notes, or debentures aggregating $10,925,305 par value. Up to the 
present time 15 have paid off their entire issues amounting to 
$1,105,000, 35 have made partial retirements totaling $1,367,120, 
and 17 have not retired any - leaving 52 banks with total issues 
still outstanding of $8,455,185 par value, retirable at $15,002,415, 
reflecting redemption premiums of $4,549,228. 

< 

PHILADELPHIA 

Conditions in the area covered by this report were found to 
be fairly satisfactory. In general, industrial conditions are some-
what better, although some concerns were said to show a lessening in 
activity. Indications are that the shipyards will be able to maintain 
their present rate of activity and possibly increase it somewhat. The 
large plant of the Baldwin Locomotive Works was said to have increased 
its pay roll and is expected to be fairly busy for some time to come. 

> The steel products concerns are not doing so well, and a large silk 
mill and a linoleum factory have curtailed operations. A large public 
utility has not yet restored a 10 per cent pay roll reduction put into 
effect a year ago. Two of the major oil companies having refineries 
in this area find it necessary to enlarge their capacities in order 
to take care of increased business demands. 
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New Castle County.. Delaware 

Total resources of all banks have increased nearly $12,000,000 
since September, 1938, as a result of increased balances at the large 
banks in Wilmington and the continued influx of corporations from other 
States because of the favorable tax situation here. Demand for credit 
is declining and bankers are searching for new outlets for funds. As a 
result, advantage is being taken of the provisions of the National Hous-
ing Act, and personal and automobile loans are being extended in 
appreciable volume. 

The banks of the county under review hold nearly 75 per cent 
of the total resources of all banks of the State. At the largest in-
stitutions Government obligations are preferred to other types of secu-
rities because of their desire to maintain a high degree of liquidity. 
At most of the other institutions the total of municipal and corporate 
issues exceeds the holdings of Governments. 

Effective May 1st all banks in the county are reducing the 
interest rate on savings deposits from 2f per cent to 2 per cent. 

Chester County. Pennsylvania 

Total resources of all banks are about $900,000 greater than 
a year ago, as the result of a general increase in deposits throughout 
the county. Credit demand is spotty. Some bankers report that it is 
satisfactory and others say that the total of loans continues to de-
cline. The FHA mortgage field has been well accommodated and many 
institutions are extending personal and automobile loans. Rates on 
loans vary but except for FHA, personal, and collateraled loans, the 
6 per cent rate prevails. 

Delaware County. Pennsylvania 

The demand for credit ranges from light to fair. FHA, per-
sonal, and automobile financing are being engaged in extensively and 
at those institutions having a large amount of classified paper, 
liquidation was said to be receiving careful attention. 

CLEVELAND 

In conversations with bankers visited during the month, much 
concern was expressed regarding the future of the bond market. In a 
number of instances it was reported that maturing issues are not being 
replaced. The present high level for Government issues appears to be 
a temptation to a number of banks to take profits. In other instances 
there is reported a tendency to shift from long-term to short-term 
issues. Notwithstanding that, in this district there still appears to 
be a marked preference for longer-term bonds. 
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There is increased interest in the establishment of install-
ment loan and personal loan departments in banks. Within the recent 
past the largest commercial bank in the district has created a personal 
loan department. 

Complaints are still being received of competition on the 
part of Government lending agencies and of insurance companies. In a 
few cases this competition is being combatted through a vigorous cam-
paign of solicitation for desirable loans and a reduction of loan rates 
of long standing to those offered by other lending agencies. On the 
other hand, instances are reported of banks refusing to make desirable 
loans at five per cent merely because of a desire to adhere to the 
long-established custom of charging six per cent. 

The board of directors in one bank in the district has re-
cently passed a resolution prohibiting the future purchases of corpo-
rate bonds. 

In at least two instances, nonmember banks approached regard-
ing membership have indicated that the principal deterrent is the fact 
that as a member bank too many reports are required. One member banker 
has stated that approximately one-half his time is consumed in making 
reports to the various supervisory agencies. 

In a few scattered instances, banks which have reduced the 
rate of interest on time deposits below two per cent are experiencing 
some withdrawals of funds to go into postal savings at a higher rate. 
There is also some competition from savings and loan associations pay-
ing higher rates than the maximum rate permitted by Regulation Q of 
the Board and Regulation IV of the F.D.I.C. The maximum rate of which 
we have any record paid by building and loan or savings and loan asso-
ciations at the present time is five per cent. 

RICHMOND 

Baltimore. Howard. Montgomery, and Prince Georges Counties. Maryland 

Bankers throughout these counties are uniformly of the opin-
ion that there is no need for the proposed regional intermediate credit 
banks; that the new examination procedure is satisfactory; that the pro-
posed increase in insurance coverage of bank deposits is of no special 
interest since practically all accounts are covered at present; that 
the tabulation of operating ratios of member banks by this bank is 
highly useful for sake of comparison. 

Banks in this locality generally pay two per cent on time 
deposits. To earn these rates banks continue to adhere to a six per 
cent rate on local loans, with only occasional departures, and but 
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slight dependence upon service charges. There has been but little out-
side competition for loans and hence no pressure to reduce the lending 
rate. The trend of investment policy favors Government rather than 
corporate issues. Some banks have concentrated rather heavily on un-
insured mortgage loans while others have favored FHA loans. 

Allegany and Garrett Counties. Maryland 

Banks in this region report a tendency for savings deposits 
to increase, while demand deposits remain stationary. As of May 1 the 
banks of Cumberland contemplate a reduction of the rate on demand de-
posits to 1^ per cent, but county banks will continue to pay 2 per cent 
and in some cases per cent. Generally speaking, loans carry a 6 
per cent rate, although a rate of 5 per cent is made on mortgage loans 
and yet lower rates are available under certain conditions. 

Shenandoah. Warren. Frederick. Clarke, and Loudoun Counties, Virginia 

There has been a seasonal expansion of loans in this locality 
and the volume is generally considered encouraging. Most banks charge 
six per cent on local loans and it appears that this rate has encour-
aged little outside competition. A rate of five per cent is made on 
real estate loans. Investments consist of Treasury issues, State and 
municipal bonds, with but few corporate bonds. In a few instances 
banks have recently sold Treasury bonds, taking the profit and holding 
the cash for reinvestment when these issues decline. Bankers feel that 
they are taking care of all legitimate demands for credit and that there 
is no place for an additional agency. 

Nicholas. Braxton. Webster. Roane. Jackson, and Marion Counties. West 
Virginia 

Banks in this region feel that there is no need whatever for 
the proposed intermediate credit banks; that the present FDIC coverage 
is ample and that little would be gained by extending it; that the 
present examination procedure is satisfactory; and that the statement 
of operating ratios compiled by this bank is most helpful. Any exten-
sion of competing credit agencies by the Federal Government would be 
resented, for the existing agencies provide a competition which is 
viewed with disfavor. Thus, there is complaint because of the decline 
of deposits which is traced to the purchase of savings bonds by depos-
itors and of the loss of business to the Home Owners' Loan Corporation. 

Banks generally pay 2 per cent on time deposits and per 
cent in some cases and charge 6 per cent on loans. Service charges 
are unevenly developed and with some hesitation, although the results 
are considered satisfactory. 
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The volume of loans shows a seasonal expansion which may be 
somewhat greater than that of last year. It is usual for banks to 
charge a rate of 7 per cent for the life of a crop production loan, 
but to impose no restriction upon withdrawal of funds. In addition 
to this charge, the borrower usually must bear the revenue tax and 
pay for drawing and recording the crop or chattel mortgage. Crop 
Production Associations operate with some success in this locality 
and bankers take little exception to their loans, but they do appear 
to resent their methods of solicitation. In general, bankers feel 
that these associations are beneficial since they make non-bankable 
loans for the most part. But this is largely an impression that has 
not been verified ty investigation. A few "lien merchants" still 
operate and they, together with the Seed Loan Fund, assume credit 
risks too great for either banks or Production Credit Associations. 

ATLANTA 

Baton Rouge. Louisiana 

The bankers in Baton Rouge advise that business conditions 
in general are considered good. The aggregate of loans to customers 
at the three banks in Baton Rouge is about the same as a year ago, 
but deposits show increases. All three banks report satisfactory 
earnings for 1958 and state that current earnings are exceeding those 
for the comparable period of last year. 

The banks derive a substantial income from small personal 
loans and the bankers state that their experience with this type of 
business has been satisfactory and profitable. There is considerable 
activity in the construction of medium priced homes, financed prin-
cipally through Federal Housing Administration. One of the National 
banks is enthusiastic over this type of business and believes that 
it is a desirable and profitable source of revenue. 

Gulf Coast 

Our representatives visited 5 member and 1 nonmomber bank 
located in the cities of Mobile, Alabama, Pascagoula, Mississippi, 
and Biloxi, Mississippi. It was reported that retail business in 
Mobile for the first quarter of 1939 had shown a slight increase 
over the same period of 1958. There has been an appreciable decline 
in shipping and the lumber business, which has been largely offset, 
however, by increased activity in two comparatively new industries, 
viz: The Aluminum Company and The Gypsum Company. 
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One bank reported that its recently organized personal 
loan department has proven very profitable and that it plans to 
increase its present $80,000 volume of this class of loans to 
$500,000. 

A number of new industries are being established in 
Pascagoula, principally the Jackson County Knitting Company and 
the Ingalls Dry Dock & Ship Building Company. The Jackson County 
Knitting Company, when in full operation, will employ approxi-
mately 700 workers. The plant of the Ingalls Dry Dock & Ship 
Building Company is expected to be in operation by August of this 
year and will employ around 300 in its official and clerical staff 
and approximately 1,000 workmen. 

I It is anticipated that retail trade, not only in Pascagoula 
but in a large surrounding territory, will greatly benefit from the 
increased industrial activity. 

The president of the nonmember bank in Pascagoula ex-
pressed the intention of applying for membership in the System 
within the near future. 

Business conditions in Biloxi were reported as fair. 
This city depends largely upon its fish and oyster industry and 
tourist trade for its support. It was reported that the oyster 
business was below normal this year, due to a very dry fall and 
winter in the immediate section, ana that the tourist trade was 
somewhat off from the previous year. 

Southeast Mississippi 
< 

Bankers in the Southeastern Mississippi area consider 
banking activities favorable. Although the demand for loans is 
comparatively "slow", seasonal agricultural lending has been up 
to normal and other loans compare favorably with the same period 

A last year. In no instance did bankers express a belief that Gov-
ernment lending through production loans had. deprived them of any 
agricultural business. On the contrary, it is felt that such 
lending is serving a vital need to small farmers. One banker 
stated that many farmers in his territory preferred to borrow 
from the local banks at a slightly higher rate of interest rather 
than bother with the "red tape" involved in Government production 
loans. A number of banks are encouraging personal loans. 

Without exception, increases in bank deposits were noted 
in the banks visited and all are faced with the problem of invest-
ment of idle funds. Interest at the rate of 2% is paid on savings 
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deposits throughout the area; however, there is a definite trend 
toward a lower rate. The bankers are unanimous in the opinion 
that the rate should be lowered but, due to the rate of 2 1/2% 
paid on Postal Savings, fear adverse effects from such a reduc-
tion. 

A majority of the banks visited have adopted a system-
atic schedule of service charges which, according to reports, 
have proven very satisfactory. 

CHICAGO 

During the month calls were made on 75 member banks and 
48 nonmember banks situated largely in southeastern Wisconsin and 
central and northwestern Illinois. 

Some of the banks in the smaller cities visited, taking 
their cue from the larger city banks, are making term loans. Per-
sonal or small loan departments are becoming increasingly active. 

In Illinois a number of banks have outstanding deferred 
certificates payable out of earnings. Efforts are now being made 
to work out some arrangement whereby these claims can be compro-
mised and loans obtained from the Reconstruction Finance Corpora-
tion for the purpose of paying off these certificates in order 
that earnings may revert to the banks. 

There seems to be an increasing number of complaints 
concerning Government competition. In several cases Federal Land 
banks were reported as competing in making small loans at lower 
rates than the local bank is willing to quote. Bankers are par-
ticularly distressed by the activity of the Production Credit Cor-
poration, which is very aggressive in many places. These agencies 
frequently make "cleanup" loans to farmers which take loans from 
the banks that they have been carrying at a risk for some time and 
that are now reasonably secured. The purchase of United States 
Savings Bonds was given as the principal competition in places 
where no interest is paid on time deposits, although reference was 
also made to Postal Savings. 

A Legislative Bulletin, dated April 19, 1939, issued by 
the Wisconsin Bankers Association carries a statement signed by 
the Wisconsin Member of the American Bankers Association Federal 
Legislative Committee and the Chairman of the Wisconsin Bankers 
Association Legislative Committee from which the following is 
quoted: 
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"It is the opinion of the undersigned that en-
actment of bill S.2045 should be vigorously 
opposed,..Enactment of the proposed bill 
would, in effect grant an insuring agency-
powers of actual supervision and determina-
tion of banking policy. It would result, 
as one well known banking authority has so 
aptly stated, in making the F.D.I.C. both 
judge and jury..." 

Considerable interest is also being shown in Senate Bill 
No, 2035 introduced by Senators Gillette and Herring, which would 
permit Nat iona l banks and Federal Reserve State member banks under 
certain circumstances to establish bank offices. 

ST. LOUIS 

During the month our officers and field representative 
visited 194 banks, of which 65 were in Tennessee, 56 in Arkansas, 
21 in Mississippi, 20 in Illinois, 17 in Kentucky, 8 in Missouri, 
and 7 in Indiana. 

The section of Tennessee visited practices crop diversi-
fication extensively. Largely for this reason, there is a consid-
erable degree of prosperity in the agricultural communities. In 
one county, it was stated, farmers raise as many as eighteen dif-
ferent cash crops. Among the chief products are strawberries, 
peaches, apples, tomatoes, cabbage, beans, etc. Attention is also 
given to livestock and poultry raising. Due to the backward spring 
shipments of strawberries have been relatively small. Damage to 
fruits generally from the early April freezes is less severe than 
it was first thought. 

Under Government regulations, the acreage to be planted 
in cotton this year will be smaller than last. Farmers' incomes 
have been substantially augmented by Government benefit payments. 
Bankers are encouraging farmers to plant a better grade of cotton 
seed, also to increase their livestock operations. 

Trade conditions were found to be generally satisfactory. 
Small merchants were benefited by Government payments, and their 
collections were reported good. So far as could be learned, re-
tail inventories are of reasonable size, and almost universally 
smaller than at this time a year ago. Retailors are purchasing 
very cautiously. Building is not active, and is confined princi-
pally to public works and small residences, the latter financed 
mainly through FHA. 

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



258 
-14- R-466-a 

Tennessee Valley Authority service is being extended in-
to certain towns, and was reported to have resulted in a reduction 
of rates for electric power as high as 80 per cent. 

Many small personal and farm loans are discounted at 8 
to 10 per cent. On savings and time deposits 2 to 2 1/2 per cent 
is paid. In some towns efforts have been made to reduce the rate, 
or abolish interest on time deposits altogether, but local compe-
tition has prevented the efforts meeting with success. A number 
of banks have recently adopted a schedule of service charges. As 
in other agricultural sections of the district, bankers complain 
of competition from C.C.C, and other Governmental loaning agencies. 
Several banks report satisfactory results from recently formed 
small loan departments. 

Years ago the president of an Arkansas national bank was 
critical of the System. Since his experience in 1933 he has become 
a changed man and his attitude is far more friendly than heretofore. 
He is apparently not only satisfied with, but really enthusiastic 
about our cash and non-cash collection services, particularly the 
collecting of cotton drafts. He claims that we collect them faster 
and safer than the commercial banks and he proposes to send all 
such drafts to us in spite of the objection of the local cotton 
buyers. 

The cashier of an Illinois national bank stated that our 
monthly review of business conditions is being regularly distributed 
among business men in the vicinity who request it. Much favorable 
comment concerning this publication has been received. 

During the past month, four Arkansas nonmembers have dis-
played unusual interest in membership. It is believed that a former 
member bank among them will make application by September 1, and 
that another will nationalize. The officers of another of these 
banks said that as soon as the exchange question is worked out 
satisfactorily, they would apply, 

The active president of a Tennessee nonmember stated that 
5DIC examiners have been a big help to him in bringing about a more 
satisfactory condition of his bank. He feels that examinations by 
the State should have been more thorough, 

A small Tennessee nonmember stated that complaints from 
customers made it necessary to discontinue a portion of its ser-
vice charge schedule placed in effect early this year. The bank 
has an unusual arrangement whereby it furnishes safe deposit boxes 
free of charge to customers. 
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Officers of a small Mississippi nonmember criticized 
agricultural lending agencies as the bank had less demand for 
credit this season than last. The bank's president, however, 
was inclined to put the responsibility for this competition on 
the local organization. He feels that the Government did not 
intend these organizations to be competitive with banks. 

MINNEAPOLIS 

West Central Minnesota 

Virtually all the banks visited showed an increase in 
deposits; and in almost every instance, it was due to the good 
prices derived for cattle and hogs sold in the past six months. 
Most of the bankers were of the opinion that both cattle and hog 
prices have reached their peak and look for lower prices by early 
fall. It is rather difficult to reconcile a price of $75.00 to 
$80.00 for a good milk cow with butterfat selling at 20# to 23# 
a pound. 

There is virtually no sale of farm lands. This situa-
tion is explained by the fact that the Federal Land Bank, the 
Rural Credits of Minnesota, and insurance companies have a great 
number of farms for sale and are disposing of them at very reason-
able prices, small down payments, and long term contracts. 

The Production Credit Corporation does not appear to be 
in direct competition with the banks in this section of the State 
except in Alexandria, Minnesota, where they make an active cam-
paign for chattel loans. 

The bankers were all elated over the legal bank tax law 
recently passed by the Minnesota legislature which places a 6% ex-
cise tax on net earnings in lieu of all other taxes except taxes 
on real estate. The law provides that the taxing of capital, 
surplus, undivided profits, reserves, or other funds, is to be 
discontinued. It is felt that this legislation should be an in-
ducement to the banks in Minnesota to build up their capital 
structure, as well as encourage disposition of their Other Real 
Estate. 

The European situation seemed to be one of the principal 
topics of conversation. They were quite concerned over the effect 
a European war would have on the price of securities. 
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Southwestern Minnesota 

The bankers visited expressed the opinion that although 
the Government's corn-purchasing plan had proved temporarily bene-
ficial, nevertheless they did not consider the plan if extended 
over a period of years either sound or beneficial in the stabili-
zation of farm prices; they felt that the Government's substantial 
corn-holdings would depress the future price of com; and that 
over a period of years Government intervention to support prices 
would do more harm than good. 

Many farmers have cattle on feed, and bankers are in a 
quandary as to whether they should insist upon their borrowers 
disposing of these cattle at once, for they feel that in compari-
son to the cost of feed, the prices are exceedingly high. The 
bankers were unanimous in their prediction that we would see a 
substantial drop in the price of fat cattle some time before the 
middle of summer. 

The bankers as a group were exceedingly pleased over 
their earnings for 1938, which were excellent. This condition is 
accounted for by a substantial increase in local bank loans, for 
there has been a heavy demand during the past eight months. One 
banker said: "It seems that when the farmers are making money, 
they borrow more during prosperous times than during periods of 
depression." 

The nonmember bankers in this territory are earning 
about 10% of their common capital from exchange. There is not 
one potential State member bank in the group visited. 

Three banks visited have been State members at one time. 
They have withdrawn from the par list for the purpose of procuring 
additional earnings from exchange. 

North Dakota 

General conditions in North Dakota at this time of year 
seemed fair, with considerable seeding already done, and apparently 
there is plenty of hay and grass. There is sufficient moisture (in 
the ground) to start this year's crop, but it is evident that rain 
is badly needed to warrant fair yieldage in the State the coming 
season. 

Bankers appeared fairly optimistic, and are hopeful for 
the future. 
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West Central Wisconsin 

Several of the nonmember banks visited have a deposit 
volume sufficiently large so that they have been thinking about 

» Federal Reserve membership. One said that he would give up FDIC 
insurance rather than lose his income from exchange but a major-
ity were expecting to apply for membership by 1942. 

A nonmember banker with a substantial bond portfolio 
thanked the Federal Reserve System for "killing" the bond safe-
keeping charge formerly made by correspondent banks, which was 
saving him several hundred dollars a year. 

All but one of the banks where the matter was discussed 
made it a rule to purchase Savings Bonds regularly and that one 
bank had purchased them occasionally. A few have a definite pol-
icy regarding the sale of bonds selling at a premium but a major-
ity do not. The usual rule is to sell when the premium amounts 
to three times the income although one banker always sells when 
he "can collect two years interest in advance." 

Because of the small volume of local loans at most of 
these banks, the low yield on bonds has made it very necessary 
for them to reduce expenses wherever possible and to seek increased 
income from services rendered. One banker has struggled with his 
local association of bankers for more than a year in an attempt 
to reduce the rate of interest paid from 2% to 1 1/2%. He has 
about decided to make the reduction on July .1 regardless of what 
action his association may take, if any. 

In general, bankers not only hoped but expected that 
1939 earnings would be larger than in 1938. 

Retailers interviewed and bankers, too, reported busi-
ness as "slow". Reduced farm income and assignments of that in-
come left little for normal seasonal expenditures. 

Most of the bankers seem to realize that much of their 
dairy farming customers' financial difficulties are the result of 
"too many boarder cows". Cow testing was formerly conducted in 
this area at the expense of the county and the State but now that 
those funds are no longer available, most of the cow testing asso-
ciations have been abandoned. 

The morale of the farmers (and the townspeople, too) 
was frequently reported to be "low", even "awfully low"'. Bankers 
were not inclined to excuse them because of the current low income 
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period as the same condition existed in 1937 when incomes in this 
section were much higher. The younger generation of farmers do 
not equal their parents in farming ability nor willingness to 
work yet they demand and have many more conveniences and/or lux-
uries than their parents had* 

Several bankers, member and noranember alike, stated 
that they had received a larger number of requests for loans than 
a year ago but had granted fewer of them, largely because thoir 
applicants were less credit worthy than in the spring of 1938. 

The FDIC was quite generally credited with reestablish-
ing confidence especially in the smaller banks. 

The REA and EHFA were criticized quite generally for 
the large portion of the farmers' purchasing power that they were 
consuming. No one begrudged the farmer all the conveniences he 
could afford but in many instances farmers had been "sold" on 
REA and could not afford it. 

KANSAS CITY 

A friendly feeling to the Federal Reserve System was 
found virtually everywhere in making visits to banks in April. 
Banks appreciate certain services and a number of nonmember banks 
frankly admitted they were at a disadvantage in these respects. 

On the whole, bankers are in a reasonably good frame of 
mind. Last fall and winter were very dry and the farm outlook 
anything but promising. But since the first of the year rainfall 
generally in the District has been normal and as a result the 
feeling is better. April was a dry month in Oklahoma but physi-
cal conditions in New Mexico are good. There is general complaint, 
however, of a shortage of subsoil moisture. The wheat prospect is 
better than seemed possible early in the winter, but there has been 
some deterioration in the last few weeks. Conditions for the 
planting of spring crops have been favorable. 

Bankers continue to report gratifying results from their 
cattle loans. Because of present prices they are, however, much 
less sanguine about new cattle loans. Where cattle are important 
there is considerable complaint from local banks of certain city 
banks establishing loan agencies in their communities and making 
full-value loans at low rates. 

Personal loans were run into nearly everywhere. Many 
statements were to the effect that from 20 to 25 per cent of ad-
vances were automobile loans. 
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A good many instances were found of real estate loans 
made on a monthly payment basis. A 5 per cent loan is made to 
yield 9 or 10 per cent. 

A bank with two million dollars of deposits reports 
that the income from service charges is $1,000 a month. A banker 
in Nebraska told a representative of this bank that service charges 
accounted for 14 per cent of their income. 

In certain sections complaint is heard of FDIC examiners 
who are brought in from other parts of the country and are not ac-
quainted with local conditions. A banker in a well-known cattle 
feeding region cited the case of an exotic examiner who had great 
difficulty in realizing the value of a cornfed steer. Reported 
strikes and threats of strikes among WPA workers are also calling 
forth much ridicule from bankers. 

In April this bank distributed to member banks a state-
ment of operating ratios compiled from earning reports for the 
year 1938. 

A good deal of evidence comes to this bank indicating 
that banks make very serious use of these operating studies. 

DALLAS 

The Texas "Panhandle" 

Ranges are at present in better condition than they have 
enjoyed for the past ten years. Only a single good rain in May is 
needed to insure the production of a bumper wheat crop. Therefore, 
both farmers and ranchmen are looking forward to one of the most 
prosperous seasons the Panhandle has witnessed in many years. 

Optimism over the favorable physical condition of the 
territory is somewhat tempered by misgivings as to the probable 
duration of the extremely high prices prevailing in the cattle 
markets. Bankers report an exceptionally strong demand for cattle 
loans, which is being stimulated by high cattle prices, an abun-
dance of grass and wheat, and the understocked condition of ranges 
and pastures. 

Business conditions in the Panhandle are not particularly 
good. The seven-year drouth has taken its toll. Prospects for an 
upturn in trade activity are bright, however, in view of the prom-
ising outlook for this year's sales of wheat and cattle. 
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Although the Panhandle banks are in a relatively iso-
lated and sparsely settled section of our district, the vogue 
for branching out into new fields of credit to augment earnings 
depleted by the competition of Government-fostered credit agen-
cies is steadily spreading throughout this section of Texas, 
Installment loans are being made in ever-increasing volume, not 
only on automobiles but on a wide variety of installment-financed 
goods, including even such items as furniture. 

Southeast Texas 

Business generally was found to be satisfactory, al-
though slightly below the level of this time last year. 

Only a few banks complained of the competition of the 
•Production Credit Corporation, but most of them expressed the 
thought that the low rates being offered by various lending agen-
cies, including the Production Credit Corporation and the Recon-
struction Finance Corporation, were producing a psychology among 
all classes of borrowers resulting in demands for lower rates. 
The bankers are unanimously opposed to the establishment of Inter-
mediate Credit Banks for the purpose of making working capital 
loans to industry. They maintain that such institutions are not 
needed as the banks are ready and willing to make any good loan 
available. A number of them were very critical of the national 
Government's activities in business, stating that its program 
should be in the process of curtailment rather than expansion. 

It was the majority opinion among the bankers in the 
larger towns that annual meetings of our stockholders would not 
be of sufficient benefit to warrant resumption of such meetings. 
On the other hand, the majority of the country bankers favored a 
return to the practice of holding such meetings as they would be 
afforded the opportunity of meeting with the executive heads of 
the Reserve bank and of receiving benefits from the discussions 
of problems of mutual interest among bankers. 

Of the seven nonmember banks visited, only two evidenced 
any interest in membership. One of the two expressed a preference 
for nationalization on the ground that it would furnish escape 
from dual supervision; the other indicated it intended to apply 
for membership as soon as it eliminated certain unsatisfactory 
assets inherited from a former administration. 

SAN FRANCISCO 

Coachella Valley 

Conditions in the valley are considered fair. Prices 
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have been poor, but, as in other lines of business, good opera-
tors have been able to make a little money. 

The winter tourist traffic has been disappointing. The 
winter season at Palm Springs was better than last year and was 
considered a success, in that there were more wealthy people dom-
iciled there for the winter than has been the case in the last 
few years. 

Imperial Valley 

Conditions are considered fair, despite the low prices 
received for most agricultural products. However, growers of 
green peas have made money, and those raising flax and sugar beets 
should make a profit. 

Dairying was formerly an important activity in this area. 
At one time there were about 800 dairies, which were far too many. 
Within the last year or so the number of dairymen has been re-
duced to around 350 to 400, many of the dairymen having gone into 
farming and particularly into new crops in the valley - flax and 
sugar beets. 

Santa Barbara County 
Santa Maria Valley 

Retail merchants are experiencing a slump in sales and 
difficulty with collections. This may be attributed principally 
to the lower prices for agricultural commodities, as well as a 
cessation of oil drilling operations in the valley. In this con-
nection it is reported that employees in the oil wells have de-
creased about 600 in number. 

Laiapon Valley 

Retail merchants are experiencing a decline in sales 
and collections, which may be attributed not alone to the low 
prices for agricultural commodities, but also to a considerable 
reduction in the activities of the Johns-Manville plant at this 
point, which produces decomposed soil for use in filtration and 
insulation purposes. 

It is estimated that a considerable acreage of sugar 
beets will be planted in the valley this year, replacing areas 
formerly seeded to mustard, 

Santa Ynez Valley 

Conditions in the valley are reported to be very good. 
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New inhabitants are moving- into the area and bringing with them 
a reasonable amount of new capital. 

Goleta Area 

Retail merchants are doing a good volume of business, 
due to the stability of the oil producing industry in the area. 
New families are moving in and building activity has increased. 

Hood River Valley. Oregon 

The 1938 crop of apples has largely moved to market and 
apparently the season will be only slightly profitable on the aver 
age, altho there are the usual number of those margin producers 
who will lose money. 

A record of production of apples and pears from 1.92? to 
and including 1938 shows that the amount produced has varied great 
ly on apples, from 2,795,000 boxes in 1928 to a low of 649,000 
boxes in 1929, with the 1938 production at 1,911,000 boxes. The 
whole period shows a tendency toward decrease of production of 
apples, but that reduction has been overcome by the increasing 
production of pears, which reached peak production of 1,113,000 
boxes in 1937 and a low of 152,000 boxes in 1927, with the 1938 
production 969,000 boxes. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

April - 1939 

Federal 
Reserve Visits to Banks Meetings Attended Addresses Made 

Bank Member Honmember I Total Number Attendance Number Attendance 

Boston 20 4 24 1 1/ 1 Broadcast 
New York 130 41 171 13 3,570 2 1/ 65 
Philadelphia 40 20 60 6 1,800 1 1/ 
Cleveland 139 40 179 12 1/1,735 1 200 

Richmond 68 35 103 18 2,988 2 70 
Atlanta 20 4 24 2 295 ™ •1 1 

Chicago 75 48 123 2 681 3 552 
St. Louis 63 131 194 4 1/ 530 5 296 

Minneapolis 41 98 139 8 807 5 231 
Kansas City 59 86 145 8 1,405 2 253 
Dallas 32 7 39 3 1,400 2/2 1,000 
San Francisco 68 12 80 14 1,002 

1/ Attendance at one not reported. 
2j One radio broadcast 
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BOARD 

FEDERAL 

OF GOVERNORS 
O F T H E 

RESERVE SYSTEM 
W A S H I N G T O N 

R-467 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 19, 1939 

Dear Sir: 

The Board of Governors of the Federal Reserve System is 
advised that the following holidays will be observed t>y Federal Re-
serve banks and branches during the month of June: 

Saturday 
June 3 

Richmond 
Atlanta 
Birmingham 
Jacksonville 
Nashville 
New Orleans 

Louisville 
Memphis 

Dallas 
El Paso 
Houston 
San Antonio 

Confederate 
Memorial Day 
and Jefferson 
Davis1 Birth-
day 

Wednesday 
June 14 

Philadelphia Pittsburgh Flag Day 

Saturday 
June 17 

Boston Bunker Hill 
Day 

Oh the dates given the offices mentioned will not partic-
ipate in either the transit or the Federal Reserve note clearing 
through the Interdistrict Settlement Fund. Please include transit 
clearing credits for the offices affected on each of the holidays 
with your credits for the following business day. No debits cover-
ing Federal Reserve note shipments for account of the Federal 
Reserve Bank of Philadelphia should be included in your note 
clearing of June 14. 

Please notify branches. 

rVery truly yours, 

J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

269 
R-468 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

* * * * * * * 

May 22, 1939. 

Dear Sir; 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated tp cover a new issue of Treasury 

bills: 

NUBFUN - Treasury bills to 
be dated May 24, 1939, and 
to mature August 23, 1939. 

Very truly yours 

J". C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s b o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 24, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

bills: 

NUBGAS - Treasury bills to 
be dated May 31, 1939, and 
to mature August 30, 1939. 

Very truly yours, 

' J. C. Noell, 
Assistant Secretary 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-470 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 24, 1939 

Dear Sir: 

In connection with telegraphic trans-

actions between Federal Reserve banks covering 

Government securities, the following code word 

has been designated to cover a new issue of bonds 

of the Home Owners' Loan Corporation: 

HQWLQW - li-% Bonds, Series M, 
1945-47, dated and bearing 
interest from June 1, 1959. 

try truly yours 

C. Noell, 
Assistant Secretary 

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

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, 
Friday, May 26, 1959 

The following summary of general 
business and financial conditions 
in the United States, based upon 
statistics for April and the first 
three weeks of May, will appear in 
the June issue of the Federal Re-
serve Bulletin and in the monthly 
reviews of the Federal Reserve 
banks. 

Volume of industrial production declined sharply in April 

reflecting chiefly shutdowns at bituminous coal mines and reduction 

in activity at textile mills. Retail purchases by consumers were 

maintained. 

Production 

In April the Board's seasonally adjusted index of output at 

factories and mines was at 92 percent of the 1923-1925 average, com-

pared with 98 in March and 77 a year ago. 

In the steel industry production declined in April and the 

first three weeks of May but in the fourth week ingot output increased 

to 48§ percent of capacity, about the rate prevailing a month earlier. 

Around the middle of May substantial concessions were made in prices 

of some types of steel and it is reported that a considerable volume 

of orders for steel was placed during this period. 

Automobile production in April was at about the same rate 

as in March, although usually there is some increase, and in May 
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output declined owing in part to the fact that stocks of new cars 

were larger than is usual at this time of the year. Plate glass pro-

duction decreased sharply in April following smaller declines earlier 

in the year. 

In the lumber industry output increased somewhat in April, 

while cement production, which had risen sharply in February and 

March, showed less than the usual increase. 

Textile production declined sharply in April, particularly 

at woolen mills, where output had been at a high level, and in the 

silk goods industry where further curtailment reflected in part re-

cent high prices for raw silk. Output of shoes showed a decrease 

from the high level maintained during the first quarter of this year. 

At flour mills and sugar refineries activity increased further, while 

in most other non-durable goods lines changes in output were largely 

seasonal in character. 

Bituminous coal production was in small volume during April 

and the first half of May as most mines were closed pending settlement 

of contract negotiations between mine operators and workers. After 

the middle of May agreements were reached at most mines and output 

began to increase rapidly. Production of anthracite, which had been 

reduced in March, increased sharply in April and crude petroleum pro-

duction rose further. In the first half of anthracite production 

was maintained but petroleum output declined somewhat. 

Value of construction contracts awarded, according to the 

F. W. Dodge Corporation, was larger in April than in March, owing 
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chiefly to a rise in awards for public projects. Contracts for private 

construction showed little change in the aggregate as private residen-

tial contracts declined, contrary to seasonal tendency, while contracts 

for commercial, factory, and other private construction increased. In 

the first half of May awards for private work increased somewhat while 

the volume of public contracts declined. 

Employment 

Employment in nonagricultural pursuits declined somewhat 

from the middle of March to the middle of April reflecting a sharp 

drop at bituminous coal mines offset in part by seasonal increases in 

construction and trade. At factories the number employed showed 

little change while pay rolls declined considerably because of fewer 

hours of work. 

Distribution 

In April distribution of commodities to consumers showed 

about the usual seasonal increase. The Board's adjusted index of de-

partment store sales remained at 88 percent of the 1925-1925 average, 

about the level that has prevailed since last autumn. 

Railroad freight-car loadings declined sharply owing mainly 

to a reduction in shipments of coal. Loadings of miscellaneous 

. freight showed less than the usual seasonal rise. 

Commodity prices 

Prices of grains and cotton advanced from the middle of 

April to the third week of May and there were also increases in 

prices of silk, hides, and bituminous coal. Prices of copper and 
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steel scrap, on the other hand, were reduced and substantial con-

cessions were granted in prices of several leading steel products. 

Bank credit 

Total loans and investments at reporting member banks in 

101 leading cities, which had increased in April, declined during 

the first half of May. The decline was at New York City banks and 

reflected a reduction in loans to security brokers and dealers and 

redemption of obligations of New York State and City governments. 

After increasing substantially in April, demand deposits at banks 

in leading cities showed little change in the first half of May. 

Bank reserves increased further in May to a new high level. 

Money rates 

Prices of United States Government bonds and notes in-

creased sharply during the last half of April and the first three 

weeks of May to new high levels. The average yield on long-term 

Treasury bonds declined from 2.34 percent on April 11 to 2.15 per-

cent on May 22. Other money rates showed little change. 
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FEDERAL RESERVE SYSTEM 
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R-472 

276 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 25, 1939. 

Dear Sir; 

In reply to the Board's circular letter of February 15, 
1939, R-408, the banks have reported a wide variety of experiences 
with the radio broadcast given in cooperation with local representa-
tives of the National Emergency Council. 

In practically every case the script was found to be too 
long; in several instances there was no opportunity for rehearsal; 
the timing was generally bad; and the newspapers, except in a few 
special instances, billed the broadcast as "Government reports" 
without mentioning the Federal Reserve System. 

In general the public response was not very encouraging, 
and while most of the banks indicated that they wish to improve 
their public relations by every available means, including the 
radio, only four expressed a desire to undertake further broad-
casts in cooperation with the National Emergency Council, the re-
mainder being either undecided or opposed. However, the Board 
has prepared a second script which is believed to be an improve-
ment over the first one in several respects. It is considerably 
shorter, for one thing, and for another it deals principally with 
routine operations. Each bank should decide for itself whether 
to broadcast the script or not, and if so, whether to do it in 
cooperation with NEC or under some other auspices that for spe-
cial reasons might be considered more suitable. The script may 
be rearranged in any way that will in your opinion make it more 
effective. 

The Board is advised that little, if anything, can be 
done about the timing, and since "Government reports" is a term 
necessarily broad enough to cover a wide variety of subjects, it 
is suggested that the Reserve banks could in many instances have 

-- supplementary notices published in the local papers merely by 
distributing to them a short announcement of their own. 
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There are enclosed copies of the new script and a 
copy of a letter under which the Board has today released the 
script to the National Emergency Council. 

Very truly yours 

L• P• Bethea, 
Assistant Secretary. 

Enclosures 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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May 25, 1939. 

National Emergency Council, 
14th and G Streets, N. W., 
Washington, D. C. 

Gentlemen: 

This is to notify you of the official 
release of a second radio script, prepared at the 
suggestion of the Council, three hundred copies 
of which arc being forwarded to you by messenger. 

For your information, there is attached 
a copy of a letter which the Board is today send-
ing to the Presidents of all Federal Reserve banks. 
It will be appreciated if you will send the Board 
copies of your instructions to your local repre-
sentatives throughout the country in regard to the 
broadcasting of this program. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 

Enclosure 
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NEC STATE BROADCAST 

THE FEDERAL RESERVE SYSTEM 

R-472-b 

279 

NUMBER TWO 

**** 

ANNOUNCER: (OPENING ANNOUNCEMENT) 

NEC DIRECTOR: Mr. , we hear a lot about the Federal 

Reserve Bank of . Tell me, just what 

does a Federal Reserve bank do? 

FEDERAL RESERVE: Well, Mr. , let me ask you a question. 

NEC DIRECTOR: 

FEDERAL RESERVE: 

NEC DIRECTOR: 

FEDERAL RESERVE: 

Have you got a five-dollar bill in your pocket? 

What's that? After all, you're the banker! 

I am not just trying to beat you to the draw, 

Mr. . You asked me what a Federal Re-

serve bank does, and I might explain one of their 

many services by telling you how that five-dollar 

bill got into circulation. 

That's something I've always wanted to know. 

Roughly speaking, there are two kinds of money 

in circulation — the money that is issued di-

rectly by the United States Government, which 

we call Treasury currency, and the money that 

is issued by the Federal Reserve banks, known 
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as Federal Reserve notes. (Treasury currency 

consists mainly of silver certificates, subsid-

iary coins, and United States notes, which by 

the way are a carry-over from the greenbacks of 

Civil War days. Federal Reserve notes consist 

entirely of paper currency, mostly in ten-dollar 

and larger denominations, and make up about two-

thirds of all the money in circulation.) Both 

Treasury currency and Federal Reserve notes go 

into circulation through the Federal Reserve 

banks, which as you know, act as fiscal agents for 

the United States Government. 

NEC DIRECTOR Don't spare the details, Mr. . I want to 

know exactly how it's done. If all I have to do 

is to step into a Federal Reserve bank and ask for 

a roll of 5's, 10's, or 20's—well, why hasn't 

someone told me? 

FEDERAL RESERVE: It's not so easy as that, Mr. . Federal 

Reserve banks serve the public mainly through their 

member banks, and every member bank is required to 

maintain a deposit with its Federal Reserve bank 

equal to a stipulated proportion of its net deposit 

liabilities. This deposit is called a reserve ac-

count. 
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NEC DIRECTOR: I suppose this reserve account is in many ways 

similar to ray checking account with my own bank. 

FEDERAL RESERVE: That's right. And when a member bank wants cur-

rency, it writes a check on this account in pre-

cisely the same way that you draw a check payable 

to cash and present it to the teller at your own 

bank. 

NEC DIRECTOR: And if a member's reserve account is too low at 

the moment to permit cash withdrawals, I suppose 

the balance can be built up in just about the same 

way that I might build up the balance in my check-

ing account. 

FEDERAL RESERVE: Yes. A member bank may send us cash, or it may 

send checks drawn on other banks. As a rule, nu-

merous transactions affecting a particular member's 

balance come through every day; some add to its 

balance, while others reduce it. And if the need 

arises, a member bank that keeps its house in order 

can always borrow from the Federal Reserve bank. 

(As a matter of fact, Federal Reserve banks are 

known as lenders of last resort, which means that 

in almost any emergency that might arise, a member 

can go to its Federal Reserve bank and within reason 
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get whatever aid it requires.) And may I add 

that in lending to a member the Federal Reserve 

bank, in effect, converts a portion of that mem-

ber's earning assets into ready funds. 

Do you mean cash? 

FEDERAL RESERVE: Well, yes, if that is what the member bank wants. 

But what 1 really mean is that the Federal Reserve 

bank adds the proceeds of the loan to the member 

bank's reserve account, from which funds may then 

be withdrawn in cash, or by checks drawn in favor 

of third parties; and of course the member may de-

cide for reasons of its own to carry a larger 

balance in its reserve account. That's up to the 

member bank. 

NEC DIRECTOR: 

FEDERAL RESERVE; 

I suppose there is never any doubt about the Reserve 

banks' ability to pay out cash if the member banks 

demand it. 

No, not the slightest. (They always keep on hand 

large supplies of unissued money, which they get 

from the Bureau of Printing and Engraving, in 

Washington. In one sense, of course, this unissued 

money is not money at all. However, when properly 

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



-5- R-472-b 

secured and issued by a Federal Reserve bank, it 

becomes real money that can be paid out to the mem-

ber banks, and then into general circulation.) 

NEC DIRECTOR: 

NEC DIRECTOR: 

Have you any idea how much currency the Federal 

Reserve Bank of paid out last year? 

FEDERAL RESERVE: Exactly 

Is all of it still in circulation? 

.FEDERAL RESERVE: Oh, no. The truth of the matter is that we usually 

receive from our member banks during the course of 

a year just about as much money as we pay out. 

During the Christmas season, or at harvest time, 

or just before holiday weekends, the public demand 

for cash is always heavy, and the banks anticipate 

this demand by securing large quantities of currency 

and coin from the Federal Reserve banks. As the pub-

lic spends, money finds its way into stores, hotels, 

theaters, and filling stations, and then flows back 

to the commercial banks. And a bank, again, is 

pretty much like an individual. It wants to keep 

on hand enough currency to meet all the demands of 

its customers, but any excess above this amount is 

promptly deposited with its Federal Reserve bank. 
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NEC DIRECTOR: And then what happens to the money? 

FEDERAL RESERVE: It is sorted as to kind and condition. Fit money-

is retained and paid out again, while the unfit is 

baled up, punched full of holes, and cut in two, 

lengthwise; the "uppers", as we say, are then 

shipped off to Washington, to be followed by the 

"lowers" when we are informed that the first ship-

ment has reached its destination. 

NEC DIRECTOR: Since money is issued and retired through the Fed-

eral Reserve banks, is it correct to say that 

Federal Reserve authorities regulate the volume of 

currency in circulation? 

FEDERAL RESERVE: No, that is not correct. 

NEC DIRECTOR: But if the Federal Reserve doesn't regulate the 

volume of currency—and I mean pocket money--who 

does? 

FEDERAL RESERVE: The public. 

NEC DIRECTOR: How so? 

FEDERAL RESERVE: I'll explain. About 65 or 70 million people heve 

bank accounts. It is primarily the combined de-

cisions of these people, as they choose to hold 
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their spendable funds in one form or the other — 

that is, in bank balances or in cash — that 

determines the total volume of currency in actual 

circulation, 

NEC DIRECTOR: I see. And I suppose you could add a few more 

million in order to include all the people who 

hold money, or goods that could be converted into 

money, but who for various reasons do not own bank 

accounts. 

FEDERAL RESERVE: That's probably right. 

NEC DIRECTOR: If I may push this point just one step further, I 

should like to ask about the poor people who not 

only do not have bank accounts, but who do not even 

have jobs. I have heard it said that these condi-

tions are largely due to a faulty money system. 

FEDERAL RESERVE: Yes, I know. And there have undoubtedly been times 

when that view was more or less justified. But 

nowadays, as 1 see it, the individual bears about 

the same relation to the money mechanism that Farmer 

Jones used to bear to the local grist mill. If the 

farmer had corn, he could always get it ground into 

meal. An individual who has goods, or claims to 
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goods through his income, can usually convert 

those goods or claims into cash through our money 

and banking system, if he happens to prefer cash 

to some other form of wealth. 

NEC DIRECTOR: And if Farmer Jones had no corn, that was not the 

miller's fault. 

FEDERAL RESERVE: That's right. And what an unemployed mechanic, or 

a bricklayer, or spinner really wants is a job that 

will bring him an income, just as the modern .farmer 

wants a market in which he can sell his cotton, dairy 

products, pork, or apples. If they had jobs and 

markets, they could get money. The lack of jobs and 

the lack of markets are probably part of the same 

big problem. At any rate, I agree that there is 

something — or perhaps many things — fundamentally 

wrong when idle men, eager for work, are surrounded 

by rich natural resources, unused plant capacity, 

and a great accumulation of capital seeking profit-

able investment. However, I hadn't intended to make 

a speech. Let's get back to some of the other ser-

vices the Federal Reserve Bank of performs 

for this district. 
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NEC DIRECTOR: 

NEC DIRECTOR: 

FEDERAL RESERVE: 

NEC DIRECTOR: 

Very good. And geographically speaking, just what 

do you mean by "this district"? 

FEDERAL RESERVE: The district takes in . (And 

as you.knew, the 

cated at .) 

Bank has branches lo-

How many member banks are there in this district? 

And perhaps I should point out that in 

connection with some of their work for the Treasury, 

as in the sale and redemption of Government securi-

ties, Federal Reserve banks serve nonmember banks 

and the general public as well as member banks, 

(Also, they clear and collect checks for nonmember 

banks, under special arrangements.) 

I see. And now that you rernina me of it, would you 

describe the Federal Reserve System's nation-wide 

collecting and clearing facilities? 

FEDERAL RESERVE: Take any bank here in During the course 

of the day it receiver from its depositors checks 

drawn on banks in all parts of the country, but prin-

cipally on local banks. Nov; let's divide those 

checks into three groups: (1) those drawn on other 
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banks in (2) those drawn on out-of' 

town banks that are located in this Federal Reserve 

district; and (3) those drawn on banks located in, 

let us say, the district served by the Federal Re-

group — those drawn on local banks — are cleared 

through the local clearing house, where messengers 

from all the banks gather every weekday at , 

Each messenger presents to every other messenger a 

bundle of checks for which his bank expects payment. 

This means, of course, that each messenger receives 

from every other messenger a bundle of checks for 

which his bank is expected to pay. Each bank pays, 

or gets paid, for the difference between the checks 

it delivers and the checks it receives, by appro-

priate debits and credits, finally, to reserve bal-

ances held with the Federal Reserve Bank. 

Now take the second group of checks, those drawn on 

banks located out of town, but within our own Fed-

eral Reserve district. The bank will send those to 

the Federal Reserve where all the checks going to, 

say, a bank in or , are as-

sembled in one package. Collections are made again, 

in effect, through reserve balances held with us* 

serve Bank of Checks in the first 
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NEC DIRECTOR: I think I follow you so far, Mr. . But 
* » 

what about the checks drawn on banks in other 

Federal Reserve districts? 

FEDERAL RESERVE: Oh, that's easy. When a local bank gets checks 

drawn on banks in, say, the ____________ district, 

as it probably does every day, it sends those checks 

to us for collection, or, depending on the volume, 

it may send them directly to the Federal Reserve 

Bank of ....... which of course is able to ef-

fect collection right away. 

NEC DIRECTOR: But how are the local banks here in _____________ 

going to collect from the Federal Reserve Bank of 

? That's what I want to know. 

FEDERAL RESERVE: The Board of Governors of the Federal Reserve System 

operates in Washington a device known as the Inter-

district Settlement Fund, Each Federal Reserve bank 

owns a share in this Fund. Therefore the Federal 

Reserve Bank of pays the Federal Reserve 

Bank of ___________ merely by advising the Board of 

Governors, over a leased-wire system, to transfer a 

given sum from its account with the Fund to the ac-

count of the Federal Reserve Bank of . 
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The proceeds are then credited to the reserve bal-

ance of the local member bank4 

NEC DIRECTOR: So that's the modern way. Thank you very much, 

Mr. . This has been most instructive. 

ANNOUNCER: (CLOSING ANNOUNCEMENT TO INCLUDE) 

The Federal Reserve Bank of ____________ provides 

currency, holds bank reserves, is prepared to make 

advances to its member banks, and affords a link 

with nation-wide check clearing, collecting and 

fund-transfer machinery. The twelve Federal Re-

serve banks together with the Board of Governors 

of the Federal Reserve System, in Washington, are 

responsible for the formation and execution of 

broad central banking policies that concern every 

American citizen. • On request, the Federal Reserve 

Bank of will be glad to furnish further 

information about the Federal Reserve System and 

the functions it performs. 
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a d d r i i i o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 27, 1959 

Dear Sir: 

A personal copy of "The Federal Reserve System, Its 
Purposes and Functions", is being mailed to you today, and 100 
copies will be sent for the use of your bank as soon as addi-
tional copies are available. 

There is enclosed with this letter a list showing the 
initial distribution of the booklet which the Board purposes to 
make. Each of the embossed copies will have the name of the 
individual to whom it is sent stamped on the front cover. It 
is anticipated that the copies for members of Congress and the 
Washington press correspondents and financial columnists will 
be delivered on May 51 or June 1; that copies to the editors 
of daily newspapers of the country, to the schools of business, 
and instructors in banking and finance, and to the member banks 
will be mailed before the end of the first week in June; and 
that distribution will be completed by the middle of June. 

If you have any suggestions as to further distribu-
tion of the booklet, we shall be pleased to receive them. As 
will be noted from the last page of the booklet, it is also 
available in paper covers. 

/ ifery truly yours 

J. C. Noell, 
Assistant Secretary. 
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DISTRIBUTION OF COMPLIMENTARY COPIES OF 
"THE FEDERAL RESERVE SYSTEM" 

EMBOSSED COPIES 

Board Members 6 
Presidents of Federal Reserve Banks 12 
White House and Cabinet Members 16 
Members of Congress 435 
Senators 95 
Clerks of House and Senate Banking and 

Currency Committees 2. 
First Vice Presidents of Federal Reserve Banks 10 
Vice Presidents of Federal Reserve Banks 27 
Directors of Federal Reserve Banks 102 
Managing Directors of Federal Reserve Branches 24 
Federal Advisory Council 13 
Former Board Members 9 
Government Officials and Others 76 
State Bank Supervisory Officials 113 
Presidents of State Bankers Associations 51 
Secretaries of State Bankers Associations 51 
Board Officials (Other than Board Members) 22 

NOT EMBOSSED 

Federal Reserve Banks 1,200 
Columnists 18 
Editors of Newspapers 1,611 
(Local press to receive copies not embossed but to 
go out simultaneously with delivery to Members of 
Congress) 

Deans of Schools of Business 376 
Instructors in Banking and Finance 1,717 
All Member Banks 6,331 
National Bank Examiners 250 
F.D.I.C. Examiners 160 
State Bank Examiners 737 
Konmember Banks 8,996 
Library of Congress 77 
Libraries - Public - University 3,497 
Diplomatic List 18 
Foreign Central Banks 61 
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a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

May 27, 1939-

Dear Sir: 

Advice has been received from Mr. Harrison, Chairman of the Presi-
dents' Conference, that the report of the Standing Committee on Collections, 
dated April 22, 1939, has been approved by the Presidents of all Federal Re-
serve banks. 

The Board concurs in the action of the Presidents and approves the 
recommendations contained in the Committee's report. 

Regulation J in the revised form, a copy of which is enclosed, 
will be adopted by the Board when the drafts of the cash collection circu-
lars and the time schedules referred to in the Board's letter S-157 of April 
8 have been received and reviewed so that an effective date for the revised 
regulation may be fixed. The effective date will be sufficiently far in ad-
vance to allow for the printing of the regulation, the check collection cir-
culars and the time schedules and their simultaneous release by all Reserve 
banks about two weeks in advance of the effective date. 

The Board contemplates issuing a press statement on the subject of 
check collections at the time the amended regulation is released for publica-
tion, advance copies of which will be furnished your bank, and in the mean-
time it is suggested that the matter be treated as confidential. 

It will be appreciated if you will forward to the Board as soon as 
practicable the revised time schedules between Federal Reserve bank and branch 
cities for its approval, together with two copies of your cash collection cir-
cular with the approved changes incorporated therein. Minor changes in word-
ing made in Section 5 of Regulation J 'Terms of Collection" since the date of 
the Committee's report should, of course, be incorporated in that section as 
printed in the collection circular. 

Very truly yours 

Assistant Secretary. 
Enclosure. 
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REGULATION J 

As amended effective , 1939 

(Superseding Regulation J, Series of 1930) 

CHECK CLEARING AND COLLECTION 

SECTION 1. STATUTORY PROVISIONS 

Section 16 of the Federal Reserve Act authorizes the Board 
of Governors of the Federal Reserve System to require each Federal 
Reserve bank to exercise the functions of a clearing house for its 
member banks, and section 13 of the Federal Reserve Act, as amended 
by the Act approved June 21, 1917, authorizes each Federal Reserve 
bank to receive from any nonmember bank or trust company, solely 
for the purposes of exchange or of collection, deposits of current 
funds in lawful money, national-bank notes, Federal Reserve notes, 
checks and drafts payable upon presentation, or maturing notes and 
bills, provided such nonmember bank or trust company maintains with 
its Federal Reserve bank a balance sufficient to offset the items 
in transit held for its account by the Federal Reserve bank. 

SECTION 2. GENERAL REQUIREMENTS 

In pursuance of the authority vested in it under these pro-
visions of law, the Board of Governors of the Federal Reserve System, 
desiring to afford both to the public and to the various banks of the 
country a direct, expeditious, and economical system of check collec-
tion and settlement of balances, has arranged to have each Federal Re-
serve bank exercise the functions of a clearing house and collect 
checks for such of its member banks as desire to avail themselves of 
its privileges and for such nonmember State banks and trust companies 
as may maintain with the Federal Reserve bank balances sufficient to 
qualify them under the provisions of section 13 to send items to 
Federal Reserve banks for purposes of exchange or of collection. Such 
nonmember State banks and trust companies will hereinafter be referred 
to as nonmember clearing banks. 

E&ch Federal Reserve bank shall exercise the functions of a 
clearing house and collect checks under the general terms and condi-
tions hereinafter set forth, and each member bank and nonmember clear-
ing bank shall cooperate fully in the system of check clearance and 
collection for which provision is herein made. 
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SECTION 3. CHECKS RECEIVED FOR COLLECTION 

(1) Each Federal Reserve bank shall receive at par from 
member and nonmcmber clearing banks in its district, from other 
Federal Reserve banks, and from all member and nonmember clearing 
banks in other Federal Reserve districts which arc authorized to route 
direct for the credit of their respective Federal Reserve banks, 
checks drawn on all member and nonmember clearing banks of its dis-
trict, and checks drawn on all other nonmember banks of its district 
which are collectible at par in funds acceptable to it. 

(2) Each Federal Reserve bank may receive at par from member 
and nonmember clearing banks in its district, checks drawn on all mem-
ber and nonmember clearing banks in other Federal Reserve districts, 
and checks drawn on all other nonmember banks in other Federal Reserve 
districts which are collectible at par in funds acceptable to the col-
lecting Federal Reserve bank. 

(3) No Federal Reserve bank shall receive on deposit or for 
collection any check drawn on any nonmember bank which cannot be col-
lected at par in funds acceptable to the Federal Reserve bank. 

SECTION 4. TIME SCHEDULE AND AVAILABILITY OF CREDITS 

(1) Each Federal Reserve bank will publish a time schedule 
showing the time at which any item sent to it will be counted as re-
serve and become available for withdrawal or other use by the sending 
bank. For all checks received, the sending bank will be given im-
mediate credit, or deferred credit, in accordance with such time 
schedule, and as provided below. 

(2) For all such checks as are received for immediate credit 
in accordance with such time schedule, immediate credit, subject to 
final payment, will be given upon the books of the Federal Reserve 
bank at full face value in the reserve account or clearing account 
upon day of receipt, and the proceeds will at once be counted as re-
serve and become available for withdrawal or other use by the sending 

A check is generally defined as a draft or order upon a bank 
or banking house, purporting to be drawn upon a deposit of funds, for 
the payment at all events of a certain sum of money to the order of a 
certain person therein named, or to him or his order, or to bearer, and 
payable on demand. 
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bank; provided, however, that the Federal Reserve bank may in its dis-
cretion refuse at any time to permit the withdrawal or other use of 
credit given for any item for which the Federal Reserve bank has not 
yet received payment in actually and finally collected funds. 

(3) For all such chocks as are received for deferred credit 
in accordance with such time schedule, deferred credit, subject to 
final payment, will be entered upon the books of the Federal Reserve 
bank at full face value, but the proceeds will not be counted as reserve 
nor become available for withdrawal or other use by the sending bank 
until such time as may be specified in such time schedule,% at which 
time credit will be transferred from the deferred account to the re-
serve account or clearing account subject to final payment and will 
then be counted as reserve and become available for withdrawal or 
other use by the sending bank; provided, however, that the Federal Re-
serve bank may in its discretion refuse at any time to permit the 
withdrawal or other use of credit given for any item for which the 
Fdderal Reserve bank has not yet received payment in actually and 
finally collected funds. 

SECTION 5. TERMS OF COLLECTION' 

The Board of Governors of the Federal Reserve System hereby 
authorizes the Federal Reserve banks to handle such checks subject 
to the following terms and conditions; and each member and nonmember 
clearing bank which sends checks to any Federal Reserve bank for de-
posit or collection shall by such action be deemed (a) to authorize 
the Federal Reserve banks to handle such chocks subject to the follow-
ing terms and conditions; (b) to warrant its own authority to give the 
Federal Reserve banks such authority; (c) to agree to indemnify any 
Federal Reserve bank for any loss or expense sustained (including but 
not limited to attorneys' fees and expenses of litigation) resulting 
from the failure of such sending bank to have such authority, or re-
sulting from such Federal Reserve bank's guaranty of prior endorsements, 
or resulting from any action taken by the Federal Reserve bank within 
the scope of its authority for the purpose of collecting such checks; 
and (d) to guarantee all prior endorsements on such checks whether or 
not a specific guaranty is incorporated in an endorsement of the send-
ing bank. 

g 
For rules for computation of reserves and penalties for de-

ficiencies in reserves, see Regulation D, Sees. 2 and 3. 
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(1) A Federal Reserve bonk will act only as agent of the 
bank from which it receives such checks and will assume no liability 
except for its own negligence and its guaranty of prior endorsements, 

(2) A Federal Reserve bank may present such checks for pay-
ment or send such checks for collection direct to the bank on which 
they are drawn or at which they are payable, or in its discretion may 
forward them to another agent with authority to present them for pay-
ment or send them for collection direct to the bank on which they are 
drawn or at which they are payable. 

(3) A Federal Reserve bank may, in its discretion and at 
its option, either directly or through or from an agent, accept in 
payment of or in remittance for such checks, cash, bank drafts, trans-
fers of funds or bank credits, or other forms of payment or remittance, 
acceptable to the .collecting Federal Reserve bank. The Federal Reserve 
bank shall not bo liable for the failure of the drawee bank or any 
agent to pay or remit for such checks, nor for any loss resulting from 
the acceptance from the drawee bank or any collecting agent, in lieu of 
cash, of any other form of payment or remittance authorized herein, 
nor for the nonpayment of, or failure to realize upon, any bank draft 
or other medium of payment or remittance which may be accepted from 
the drawee bank or any collecting agent. 

(4) Checks received by a Federal Reserve bank which are pay-
able in its own district will ordinarily be forwarded or presented 
direct to the banks on which they are drawn, and such banks will be 
required to remit or pay therefor at par in such one or more of the 
forms of payment or remittance authorized undar paragraph (3) hereof 
as may be acceptable to the Federal Reserve bank. 

(5) Checks received by a Federal Reserve bank payable in 
other districts will ordinarily be forwarded for collection to the 
Federal Reserve bank of the district in which such checks arc payable; 
provided* however, that, where arrangements can be made satisfactory 
to the collecting bank or agent and to the Federal Reserve bank of the 
district in which such checks are payable, any such checks may be for-
warded for collection direct to the bank on which they arc drawn or at 
which they arc payable, or may be forwarded for collection to another 
agent with authority to present them for payment direct to the bank on 
which they arc drawn or at which they are payable. All such chocks 
shall be handled subject to all the terms and conditions of this regu-
lation. 

(6) With respect to any check sent direct by a member or non-
mcmbor clearing bank in one district to a Federal Reserve bank in another 

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



298 

R-474-a 

district, the relationships and the rights and liabilities existing 
between the member or nonmember clearing bank, the Federal Reserve 
bank of its district and the Federal Reserve bank to which the check 
is sent will be the same, and the relevant provisions of this regula-
tion will apply, as though the member or nonmember clearing bank had 
sent such check to the Federal Reserve bank of its district with its 
endorsement and guaranty of prior endorsements.and such Federal Re-
serve bank had sent the check to the other Federal Reserve bank with 
its endorsement and guaranty of prior endorsements. 

(7) Bank drafts received by a Federal Reserve bank in pay-
ment of or in remittance for checks handled under the terms of this 
regulation shall likewise be handled for collection subject to all 
the terms and conditions of this regulation# 

(8) The amount of any check for which payment in actually 
and finally collected funds is not received shall be charged back to 
the forwarding bank, regardless of whether or not the check itself 
can be returned. In such event, neither the owner or holder of any 
such check, nor the bank which sent such check to the Federal Reserve 
bank for collection shall have any right of recourse upon, interest 
in, or right of payment from, any reserve balance, clearing account, 
deposit account, or other funds of the drawee bank or of any bank to 
which such checks have boon sent for collection, in the possession 
of the Federal Reserve bank. No draft, authorization to charge, or 
other order, upon any reserve balance, clearing account, deposit ac-
count, or other funds of a paying, remitting, or collecting bank in 
the possession of a Federal Reserve bank, issued for the purpose of 
settling items handled under the terms of this regulation will be 
paid, acted upon, or honored after receipt by such Federal Reserve 
bank of notice of suspension or closing of such paying, remitting, 
or collecting bank. 

SECTION 6. OTHER RULES AND REGULATIONS 

Each Federal Reserve bank shall also promulgate rules and 
regulations not inconsistent with the terms of the law or of this 
regulation, governing the details of its check clearing and collection 
operations. Such rules and regulations shall bo set forth by the 
Federal Reserve bxnks in their letters of instruction to their member 
and nonmember clearing banks and shall be binding upon any member or 
nonmember clearing bank which sends any check to such Federal Reserve 
bank for collection or to any other Federal Reserve bank for the ac-
count of such Federal-Resurve bank for collection. 
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W A S H I N G T O N 

a p d r e b 8 o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 3, 1959 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated, to cover a new issue of Treasury 

bills: 

NUBGEE - Treasury bills to 
be dated June 7, 1959, and 
to mature September 6, 1959. 

truly yours 

J. C. Noell, 
Assistant Secretary 

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

FEDERAL RESERVE SYSTEM 

Statement for the Press 

For Immediate Release June 5, 1959 

Statement of Chairman Eccles before the Senate Committee 

on Banking and Currency with reference to S. 2343. 
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In commenting on Senator Mead's bill (5» 2543) I thought that 

I could bo of most service to the Committee if I began by briefly stating 

tho problem which it is designed to meet. As 1 see it, there is a 

definite gap in our financial mechanism in respect to facilities it offers 

for meeting two classes of needsr (1) the short and intermediate ciedit 

needs of small businesses whose paper in present circumstances is at the 

borderline of bankable assets, and (2) long-time credit and capital needs 

of small and medium-sized existing or prospective enterprises. 

In the first category belong chiefly enterprises which would be 

doing better if business activity were more fully restored, but which with 

business at its present level represent a degree of risk that banks quite 

rightly hesitate to undertake unassisted. They are not enterprises that 

have been mismanaged or ill-advised, but merely those whose business, 

either because it is new or because it is peculiarly affected by general 

business conditions or for some other similar reason, are not at this time 

able to secure credit from the banks. With the existing volume of unused 

funds, banks are eager to make all the loans they can, but their responsi-

bilities to depositors make many of them hesitate about extending credit 

to concerns in this category. There no doubt exists a substantial number 

of cases of this kind. 

The second kind of borrowers for whom additional facilities 

should be provided are those needing funds for periods extending for ten 

years or more. Ability of enterprises, and particularly of smaller ones, 

to obtain credit or equity or loan capital has greatly diminished in re-

cent years. This has been due in part to the general trend toward bigger 
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incorporated business units which has resulted in increasing opportunity 

for investors throughout the country to acquire equities in nationally 

known enterprises, which compete with local concerns for the local in-

vestors' money. It has been due also to the prohibition of security 

affiliates of banks, the increase in the cost of issuing securities, the 

prohibition of underwriting by banks, and the almost complete elimination 

of local underwriters of any kind. In the 1920's small and medium-sized 

concerns were able to raise long term capital locally, though at a pretty 

high cost, while now in many instances they are unable to raise it at all, 

except at costs that are entirely too high. 

Banks meet a part of this need, but there are some demands of a 

character that banks do not feel justified in supplying, either because 

there is too much risk involved, or because the term is too long, or in 

case of bigger enterprises because in some areas there are no banks with 

sufficient resources to meet the requirements. 

It seems to me that it is to fill this two-fold need for short 

and intermediate term credit for borderline enterprises and for long-time 

credit and capital for small and medium-sized concerns that additional 

facilities are required. 

The Mead bill proposes to meet these needs by offering through 

the Reconstruction Finance Corporation insurance on certain terms for 90 

per cent of any loan up to $1,000,000 made by an insured bank. I am in 

favor of accomplishing the purpose for which the bill is designed, but 

I have serious doubts whether the results of the measure would not be very 
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disappointing. There are practical considerations which lead me to the 

belief that there would not be any substantial increase in bank loans as 

a result of the adoption of this legislation. 

One weakness of the bill, in my opinion, is in the provisions 

regarding the distribution of losses, which differ from those contained 

in other insurance plans set up by Congress. Under the bill, insurance 

may be granted against a loss which an insured bank may sustain in excess 

of 10 per cent of the principal amount of the loan. Thus, for example, 

if a loss of $10,000 were suffered on an insured loan of $100,000, the 

insured bank would have to bear the entire loss and the Reconstruction 

Finance Corporation none. Since a bank would derive no benefit from the 

insurance until after it had suffered a loss equal to .10 per cent of the 

loan, I seriously question whether the bill in its present form would give 

any substantial inducement to banks to make loans which they would not 

make without the insurance, or which they could not make under the present 

plan of RFC commitments. 

I have heard it suggested in connection with this bill that the 

banks would be eager to extend loans which could be insured under the 

bill because, inasmuch as their loss is limited to 10 per cent on any 

one loan and they may charge an interest rate of 4 per cent, the interest 

received on the loan by the end of two and one-half years will be 1.0 per 

cent of the amount of the loan and will thus have eliminated the 

possibility of any loss of principal. This reasoning ignores the fact 

that the interest derived by banks from their loans is the gross return 
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and not the net return on the investment. The two are greatly different. 

The cost to a bank of making and servicing a loan is substantial and in 

the case of a loan on an installment basis it is increased. Even during 

the period of the 1920's the net returns to banks on their loans and in-

vestments were only around 1-1/2 per cent per annum and at present they 

are averaging less than 1 per cent. It is obvious, therefore, that a 

bank would have to receive interest on a loan for ten years or more be-

fore it could be sure that any loss on a loan insured under this bill 

would be eliminated, and then it would have earned nothing on its money. 

In the second place, the rate of interest proposed in the bill 

for insured loans is set at 4 per cent per annum, less the insurance 

premium, which is lower than banks normally charge on loans of this 

character and even on better loans than contemplated by this bill. Banks 

would hesitate to charge their established customers a higher rate of 

interest than they charge on the special loans made under the proposed 

bill or to reduce the rate of interest which they customarily charge 

Consequently, the banks would probably not bo induced to make any con-

siderable volume of insured loans on the basis provided in the bill. 

It is possible that, even if the banks did avail themselves of 

the opportunity to insure business loans, there would be loans, some of 

which they would have made in any case even though there were no way to 

insure them. 

It is also to be noted that the bill contains no limit on the 

aggregate amount of insurance, so that the Government, through the agency 
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of the Reconstruction Finance Corporation, would be subjected to an un-

limited contingent liability. This does not seem to me to be good public 

policy, particularly since this liability would be incurred without 

assurance that the fundamental purpose of the bill, to stimulate a sub-

stantial volume of loans to business, would be realized. 

I also wish to suggest to the Committee that the provisions 

of section 5 of the bill, authorizing the rediscount and purchase and 

sale by Federal Reserve banks of insured loans, be eliminated, because 

in so far as they relate to member banks these provisions are not necessary, 

since Federal Reserve credit can now be obtained by member banks on any 

satisfactory asset, and in so far as they relate to nonmember banks, they 

are not desirable, because nonmember banks, not being subject to Federal 

Reserve rules or regulations, should not be given the same borrowing 

privileges as those extended to member banks. These banks should depend 

upon their city correspondents where they carry their balances. Further-

more, section 5 would give to this type of loan a discount privilege that 

is not enjoyed by obligations insured under the National Housing Act or by 

other sound assets. 

Turning now to the fundamental problem of the inadequacy of our 

facilities for supplying certain kinds of capital and credit needs, I 

should like briefly to review the experience of the Federal Reserve banks 

under section 13(b), which was intended to meet these needs. 
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It will be recalled that the Federal Reserve banks were required 

in 1935 to subscribe for stock in the Federal Deposit Insurance Corpo-

ration in an amount equal to one-half of their surplus ($139,299,557). 

The Act of June 19, 1954, provided for loans to industry both by the 

Federal Reserve banks and by the Reconstruction Finance Corporation and 

the Secretary of the Treasury was authorized to pay to the Federal Re-

serve banks the amount of their Federal Deposit Insurance Corporation stock 

in order to assist them in making industrial loans. The Secretary entered 

into an agreement with the Federal Reserve banks providing for the payment 

to them of, roughly, one-half of the amount of the industrial loans which 

they made. Under the law, the Federal Reserve banks are required to pay 

to the Treasury annually 2 per cent, if earned, on the amount received 

from the Treasury. 

Under this law, the Federal Reserve banks up to May 24, 1939, 

have executed commitments to financing institutions and direct to busi-

ness enterprises amounting to $64,000,000 and have made advances of 

approximately $58,000,000, indicating that they have made a substantial 

volume of loans to business and industry. However, I believe that the 

authority which has been given to the Federal Reserve banks in this respect 

has not been sufficiently comprehensive. Many loans which might otherwise 

have been made have had to be declined because of restrictions in the law, 

such as the requirement that industrial loans be made only for "working 

capital" purposes and only to "established" businesses and for periods of 
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not more than five years. I believe that the experience of the Re-

construction Finance Corporation in this respect has been similar, though 

the law under which the RFC makes these loans was materially liberalized 

last year. It is apparent, in any case, that the problem still exists 

and has not been adequately met. 

Realizing this, some of us, as long as two years ago, began to 

study the situation, in an effort to develop a practical plan for stimu-

lating business loans, without involving expenditures by the Government 

or in any way affecting the budget. Briefly stated the plan is as follows: 

The creation of an Industrial Loan Corporation as an integral 

part of the Federal Reserve System, using the Federal Reserve banks and 

branches as its field agents. It is my belief that this would be a most 

efficient and economical method since the Federal Reserve banks have 

offices already established in 36 cities (12 Federal Reserve banks and 24 

branches) widely distributed in the various trade areas throughout the 

country, and are well qualified for such service because of their knowledge 

of business and economic conditions in their respective districts and their 

close contacts with local banking institutions. With this organization 

already in existence it would bo possible to commence actual operations 

with a minimum of delay, and these operations could be expanded or con-

tracted from time to time in accordance with changes in conditions. The 

experience gained by the Board of Governors and the Federal Reserve banks 

and the personnel of the System in connection with industrial loan 

operations during the past five years would be of great aid to them in 

performing this service. 
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The Corporation, whose board of directors might be composed 

of the members of the Board of Governors of the Federal Reserve System, 

would be authorized to provide funds for commercial and industrial enter-

prises through the acquisition of the obligations of such enterprises or 

by the purchase of preferred stock or by making commitments to do so. 

The amount of funds that could be supplied to any one business enter-

prise would be limited to $1,000,000, these advances to be made on a 

sound, but liberal basis for a long period. Advances could be made 

directly by the Corporation or in cooperation with insured banks. 

Out of its capital funds, which would be procured in the manner 

hereafter explained, the Corporation would bo authorized to set aside up 

to $25,000,000 as an insurance fund for the purpose of granting insurance 

covering loans to small business enterprises. The insurance provided 

would differ from that proposed in the bill and would be similar to that 

under Title I of the National Housing Act. The insurance fund of $25,000,000 

would be a revolving fund which would make possible outstanding loans of 

$250,000,000. This would be sufficient to meet the needs for a considerable 

period and would involve a fixed amount of contingent liability with no 

possibility of losses exceeding the f25,000,000 to be furnished by the 

Corporation. The insurance premium, in my judgment, should not exceed 

1/2 of 1 per cent per annum on the face amount of any loan covered by 

the insurance and the maximum rate of interest on any such loan should not 

exceed 5 per cent on the outstanding balance. An insured loan would not 

exceed $25,000 in amount and should be amoritzed so as to be paid off with-

in ten years. 
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In proposing this insurance plan my object is to meet in % 

liberal and practical way the needs of small business enterprises. This 

proposal, with its limitation of $25,000 on insured loans, in no way com-

petes with or duplicates the proposal in the bill under consideration 

which provides for insurance of loans up to $1,000,000. Under this pro-

posal the Corporation would set up an insurance reserve amounting to 10 

per cent of tho total insured loans, adding to this reserve the insurance 

premiums, and would meet out of this total reserve all losses incurred by 

any one lender provided they did not exceed 10 per cent of his entire in-

sured loans. In other words, oven a 100 per cent loss on a given loan 

would be covered by the insurance so long as the aggregate losses incurred 

by a lender were no larger than one-tenth of the total of his insured loans. 

This is unlike the insurance plan set up under the Mead bill under which 

the lender would stand all of a 10 per cent loss on each individual loan 

before the insurance would become applicable to the remaining 90 per cent. 

As already indicated, the proposal would involve no additional 

appropriation of public funds and no increase in the budget. The capital 

of the proposed corporation would be derived from the return to the Federal 

Reserve banks by the Secretary of the Treasury of the amount subscribed by 

these banks in 1933 to the stock of the Federal Deposit Insurance Corpo-

ration. 

The Secretary would use for the purpose that part of the increment 

resulting from the reduction in the weight of the gold dollar, which has 

been employed or is now set aside for participation in industrial advances. 
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The Treasury has already paid to the Federal Reserve banks under the 

authority in existing law about $27,500,000, and the plan would con-

template that the remainder of the amount of $139,299,557 which the 

Secretary now has authority to pay (or approximately f1.12,000,000) would 

be paid over to the Federal Reserve banks and by them to the Corporation. 

Of this amount $100,000,000 would be the capital of the Corporation, with 

$25,000,000 set aside for the insurance fund, and the remainder would be 

its paid-in surplus. The existing provisions of section 13(b) of the 

Federal Reserve Act authorizing industrial loans by the Federal Reserve 

banks would be repealed, and outstanding loans and commitments of the 

Federal Reserve banks under that section would be transferred to the Corpo-

ration at their book value as a part of its capital assets. 

In order to obtain additional funds if needed, the Corporation 

would be authorized to issue debentures equal to five times its capite.1. 

While it is proposed that these debentures be guaranteed by the United 

States, the contingent liability which would be assumed by the Government 

by reason of such guarantee would be definitely limited to £500,000,000, 

with a cushion of $100,000,000, which is already in existence and may be 

expected fully to cover all the losses that can be reasonably expected to 

occur. It is also proposed that the debentures would have the usual tax 

exemption possessed by obligations of similar Government corporations, 

unless a policy should be established to the contrary. 
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It would be contemplated that so far as possible the Corpo-

ration would utilize officers and employees of the Board of Governors of 

the Federal Reserve System and of the Federal Reserve banks, but it would 

also have authority to employ additional employees if this should prove 

to be necessary. 

Net earnings of the Corporation would be retained in surplus 

after making necessary provisions for such losses as the Corporation would 

have to risk if it is successful in accomplishing its purposes. 

Upon liquidation of the Corporation, all of its capital and sur-

plus would become the property of the United States. 

The above is a brief statement of the proposal, but I would be 

very glad to give any further details or assistance in connection with 

the matter if desired by the Committee. It is my view that this proposal 

would go far in meeting the problem of providing additional facilities 

for obtaining credit and capital for such business concerns as have a 

legitimate need that is not supplied by existing facilities. 

In making this proposal my only object is to offer what seems 

to me to be a practical plan for meeting the problem, to the solution of 

which the Mead bill is addressed. I suggest that the plan, if it is 

favorably received by the Committee, be incorporated into that bill. I 

have no interest in asking for' more power in this field for the Federal 

Reserve System, but have suggested that its facilities be used simply be-

cause this seemed to me to be a most efficient and economical way to 

achieve the desired result. If the substance of the plan appeals to the 
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Committee but if it should wish to entrust its execution to another agency, 

I shall be satisfied. 

If after consideration Congress should feel that it•does not 

desire to enact a proposal of this kind, it would be my recommendation 

that section 13(b) of the Federal Reserve Act be repealed, because it does 

not operate satisfactorily in meeting the situation, and that provision be 

made for the orderly liquidation of outstanding loans and commitments and 

for the return to the Treasury of the amounts which it has paid to the 

Federal Reserve banks after deduction of their actual operating losses. 

Finally, I feel that I should add that I do not believe that 

this or any other similar plan, however desirable as an improvement in 

the existing mechanism for facilitating the flow of funds for small busi-

ness , will in itself bring about a substantial business improvement. 
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* * * * * * * * 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 6, 1939 
B.-477 

Dear Sir: 

Referring to the Board's letter R-380 of January 6, 

1939 > following is a statement of changes during May in the 

list of nonir.ember banks that have in force agreements with 

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

Securities Exchange Act of 1934: 

Addition 

California 
Oakland Farmers and Merchants Savings Bank 

of Oakland 

Veiy truly yours 

L. P. Bethea, 
Assistant Secretary 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 

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



314 
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O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e i i o f f i c i a l c o r r e b r o n o e n c e 
t o t h e b o a r d 

June 7, 1939 

Dear Sir: 

In connection with telegraphic transac-

tions between Federal Reserve banks covering Gov-

ernment securities, the following code wdrd has 

been designated to cover a new issue of Treasury 

notes, Series A*1944: 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 

NOWNIP - 3/4% Treasury Notes, 
Series A-1944, to be dated June 
15, 1939, and to mature June 15 
1944. 

ry truly yours 

C. Noell 
Assistant Secretary 
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315 

ADDRCII OFFICIAL o o h h e s p o n o k n c e 
t o t h e b o a r d 

June 9, 1959. 

Dear Sir: 

Informal advice has been received from the Bureau of 

Engraving and Printing that, owing to conditions existing at 

the Bureau, it will be impracticable for it to make delivery 

to the vault in full during the month of June of all Federal 

Reserve note printings scheduled for delivery during the re-

mainder of the fiscal year 1939. Completion of deliveries under 

the 1939 printing schedule will be made early in the fiscal year 

1940. 

This program of the Bureau should not in any way 

affect the printing program for Federal Reserve notes for the 

fiscal year 1940. The Bureau will, of course, make prompt 

delivery of notes of any denomination for any Federal Reserve 

bank should the need therefor arise. 

Very tBuly yours 

L. P. Bethea, 
Assistant Secretary. 

TO ALL FEDERAL RESERVE AGENTS 
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O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 10, 1939 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury 

Chester Morrill, 
Secretary, 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 

bills: 

NUBGIL - Treasury bills to 
be dated June 14, 1939, and 
to mature September 13, 193$, 

Very truly yours, 
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ft-481 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June lb, 1939 

Dear Sir: 

There is attached a copy of the re-
port of expenses of the main lines of the Fed-
eral Reserve Leased Wire System for the month 
of May, 1939. 

Please credit the amount payable by 
your bank to the Board, as shown in the last 
column of the statement, to the Federal Reserve 
Bank of Richmond in your daily statement of 
credits through the Interdistrict Settlement 
Fund for the account of the Board of Governors 
of the Federal Reserve System, and advise the 
Federal Reserve Bank of Richmond by wire the 
amount and purpose of the credit. 

Very truly yours, 

0, E. Foulk, 
Fiscal Agent. 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
EXCEPT RICHMOND 

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



318 
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REPORT OF EXPENSES OF MAIN LINES OF FEDERAL RESERVE 
LEASED WIRE SYSTEM FOR THE MONTH OF MAY. 1959 

Federal 
Words Sent Total Pro Rata Expenses Payable 

Federal Number ty N. Y. Words Share of Paid to 
Reserve of Words Chargeable Charge- Total Ex- by Banks Board 
Bank Sent to Other able penses (l) and of Gov-

F.R. Banks 
penses (l) 

Board (2) ernors 

Boston 25,950 622 24,572 4 554.84 $ 547.95 $ 186.89 
New York 67,997 — 67,997 1,480.04 1,052.50 447.54 
Philadelphia 17,897 621 18,518 405.07 253.67 149.40 
Cleveland 28,245 625 28,868 628.55 216.08 412.27 

Richmond 24,260 621 24,881 541.57 195.42 546.15 
Atlanta 42,850 621 45,451 945.76 298.45 647.51 
Chicago 61,625 1,159 62,782 1,566.55 1,297.51 69.22 
St. Louis 41,087 621 41,708 907.85 245.12 662.71 

Minneapolis 18,772 621 19,393 422.11 187.27 254.84 
Kansas City 48,588 621 49,009 1,066.74 259.21 807.53 
Dallas 56,641 700 37,341 812.77 272.61 540.16 
Sap Francisco 46,167 750 46,917 1,021.21 575.95 645.28 

-loard of 278,549 278,549 6,062.97 11,212.27 
Governors 

Total 756,404 7,582 745,986 $16,195.79 $16,195.79 $5,149.50 

(1) Based on cost per word ($.021766256) for business handled during the month. 

(2) Payments by banks are for personal services and supplies and payments by Board 
are for personal services and supplies (#1,599.05) and wire rental ($9,613.22). 

/ Personal services include salaries of main line operators and of clerical help 
engaged in work on main line business, such as counting the number of words in 
messages; also overtime and supper money and Retirement System contributions 
at the current service rate. 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

319 
R-482 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 15, 1939 

Dear Sir: 

There is attached a copy of a resolution 
adopted by the Board of Governors of the Federal 
Reserve System levying an assessment upon the vari-
ous Federal Reserve banks in an amount equal to 
two hundred and fifty-nine thousandths of one per 
cent (.00259) of the total paid-in capital stock 
and surplus (Section 7 and Section 15b) of the 
Federal Reserve banks as of the close of business 
June 50, 1939, to defray the estimated expenses 
and salaries of the members and employees of the 
Board from July 1 to December 51, 1939. 

The resolution also contains instructions 
with regard to the manner in which the payments on 
the assessment shall be deposited with the Federal 
Reserve Bank of Richmond. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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RESOLUTION LEVYING ASSESSMENT 

WHEREAS, Section 10 of the Federal Reserve Act, as amended, 
provides, among other things, that the Board of Governors of the 
Federal Reserve System shall have power to levy semiannually upon 
the Federal Reserve banks, in proportion to their capital stock and 
surplus, an assessment sufficient to pay its estimated expenses and 
the salaries of its members and employees for the half year succeed-
ing the levying of such assessment, together with any deficit 
carried forward from the preceding hglf year, and 

WHEREAS, it appears from a consideration of the estimated 
expenses of the Board of Governors of the Federal Reserve System 
that for the six months' period beginning July 1, 1959, it is nec-
essary that a fund equal to two hundred and fifty-nine thousandths 
of one per cent (.00259) of the total paid-in capital stock and 
surplus (Section 7 and Section 15b) of the Federal Reserve banks 
be created for such purposes, exclusive of the cost of printing, 
issuing and redeeming Federal Reserve notes; 

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF GOVERNORS 
OF THE FEDERAL RESERVE SYSTEM, THAT: 

(1) There is hereby levied upon the several Federal Re-
serve banks an assessment in an amount equal to two hundred and 
fifty-nine thousandths of one per cent (.00259) of the total paid-
in capital and surplus (Section 7 and Section 15b) of each such 
bank at the close of business June 50, 1959. 

(2) Such assessment shall be paid by each Federal Re-
serve bank in two equal installments on July 1, 1959, and September 
1, 1959, respectively. 

(5) Every Federal Reserve bank except the Federal Re-
serve Bank of Richmond shall pay such assessment by transferring 
the amount thereof on the dates as above provided through the 
Interdistrict Settlement Fund to the Federal Reserve Bank of 
Richmond for credit to the account of the Board of Governors of 
the Federal Reserve System on the books of that bank, with tele-
graphic advice to Richmond of the purpose and amount of the credit, 
and the Federal Reserve Bank of Richmond shall pay its assessment 
by crediting the amount thereof on its books to the Board of 
Governors of the Federal Reserve System on the dates as above 
provided. 
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FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-483 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 15, 1959 

Dear Sir: 

There are enclosed herewith copies 

of statement rendered by the Bureau of En-

graving and Printing, covering the cost of 

preparing Federal Reserve notes from May 1 

to May 51, 1959. 

Very truly yours, 

0. E. Foulk, 
Fiscal Agent. 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Statement of Bureau of Engraving and Printing 
for furnishing Federal Reserve Notes, 

May 1 to May 51, 1939. 

Federal Reserve Notes. Series 1954. 

$10 $20 #100 $500 Si,ooo 
Total 
Sheets 

Total 
Amount 

Boston 66,000 12,000 - - - 78,000 | 7,176.00 

New York 188,000 20,000 40,000 3,000 4,000 255,000 23,460.00 

Philadelphia 74,000 20,000 - - - 94,000 8,648.00 

Cleveland 50,000 19,000 - - - 69,000 6,348.00 

Richmond 44,000 22,000 - - — 66,000 6,072.00 

Atlanta 24,000 6,000 - - - 50,000 2,760.00 

Chicago 124,000 35,000 - - - 159,000 14,628.00 

St. Louis 34,000 7,000 - - - 41,000 3,772.00 

Minneapolis 19,000 6,000 - - - 25,000 2,500.00 

Kansas City 24,000 8,000 - — - 52,000 2,944.00 

Dallas 21,000 6,000 — - - 27,000 2,484.00 

San Francisco 50,000 16,000 66,000 6.072.00 

-

718,000 177,000 40,000 3,000 4,000 942.000 &86.664.00 

942,000 sheets @ $92.00 per M.... 486,664.00 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM R-484 
W A S H I N G T O N 

June 14, 1939. a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

* * * * * * * * 

Dear Sir t 

There is inclosed, for your information, a copy of a letter fron 

Mr, M. R, Loafnan, Chief, Division of Public Debt Accounts and Audits, 

Treasury Department, advising the Secretary of the Treasury that an audit 

of the stock of completed Federal Reserve notes and Federal Reserve bank 

notes on hand in the Federal Reserve vault at the Bureau of Engraving and 

Printing was begun on May 24 and completed on May 25, 1939, as of the 

close of business May 23, 1939. 

and Federal Reserve bank notes on hand, $2,813,100,000 of 1928 Series and 

$3,291,340,000 of 1934 Series Federal Reserve notes and $450,800,000 of 

Federal Reserve bank notes, were in agreement vd-th the records of the 

Federal Reserve Issue and Redemption Division of the Comptroller's Office# 

Copies of detailed statements "A", "B" and "Cn which accompanied 

Mr, Loafman's letter are also inclosed. 

Mr, Loafman states that the amounts of Federal Reserve notes 

Very truly yours, 

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

Xnclosure 

TO ALL FEDERAL RESERVE AGENTS 
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May 29, 1939. 

The Honorable 

The Secretary of the Treasury 

Sir* 

An audit has been made of the completed stocks of unissued Federal 

Reserve notes and Federal Reserve Bank notes charged to the Federal Reserve 

Vault in the Bureau of Engraving and Printing. The audit was begun May 24 

and completed May 25, 1939, as of the close of business May 23, 1939* 

The follovdng tabulation reflects the amounts as disclosed by the 

audit: 

Under auditor.'s seal in Vault No. 1, Treasury Building 
Federal Reserve notes (Series 1928) $2,813,100,000 
Federal Reserve Bank notes (Series 1929)........* 450,800,000 

3,263,900,000 
On hand in Federal Reserve Vault, Bureau of 
Engraving and Printing 

Federal Reserve notes (Series 1934) 3,291,340,000 

Total $6,555,240,000 

The above balance, comprising 98,201 packages, was in agreement 

with the records of the Federal Reserve Vault and those of the Division of 

Public Debt Accounts and Audit and with the statement submitted by the 

Federal Reserve Issue and Redemption Division of the Office of the Comptroller 

of the Currency. Detailed information with respect to each of the classes of 

currency is reflected in the attached statements nAM, nB" and nC", respectively* 

The entire balance of Federal Reserve notes (Series 1928) and 

Federal Reserve Bank notes (Series 1929) have been under the auditor * s seal 
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since 1937 at vAiich time they were package counted and the seals inspected 

and no further inspection was made in connection with this audit except to 

inspect the seal on the compartment in Vault No. 1. 

The entire stock of Federal Reserve notes (Series 1934) consists 

of sealed packages bearing the seal of the Bureau of Engraving and Printing 

and is under the joint custody of representatives of the Secretary of the 

Treasury, the Bureau of Engraving and Printing and the Federal Reserve Board, 

It was, therefore, not considered necessary to break the seals on the 

packages in making the verification but the brief on each package was examined 

with respect to the package number, serial numbers of the notes, bank and 

denomination. The packages were found in orderly arrangement and grouped in 

such manner as to permit the auditors to accomplish the verification without 

delay. 

Prior to beginning the audit, the Chief of the Secret Service was 

notified and a representative of his office was present on May 24 and 2 5 , 

1939. 

Appreciation is extended to the officials of the Bureau of 

Engraving and Printing and the representatives at the Federal Reserve Vault 

for the cooperation and assistance rendered during the conduct of the audit. 

Respectfully submittedt 

(Signed) 1.1. R. Loafman. 

Chief, Division of Public Debt Accounts and Audit. 
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STATEMENT "A" 

CO FEDERAL RESERVE ROTES (SERIES 1928) OK H M D AS DISCLOSED BY AUDIT 
AS OF MAY 23, 1939. p 

(IN THOUSANDS OF DOLLARS) K-464D 

BAIIK 5's 10's 20's 50« s lOO's 8
 

to 1,000's 5,000*3 10,000is TOTAL 

$ 47,880 $ 46,560 $50,400 $ 50,400 $ 30,000 $ 30,000 $ 2,000 $..«..• $ 257,240 

87,560 * # * * * # 25,200 30,000 87,600 64,800 54,400 6,000 355,560 

Philadelphia . . 36,780 15,160 50,320 75,000 78,000 42,000 50,400 # * * » # * * » * * * * # 347,660 

Cleveland . . , 37,040 19,120 107,440 41,400 28,400 39,300 31,600 6,000 * » * * * # 310,300 

Richmond . . , . 22,340 41,600 27,200 28,500 21,000 9,000 10,000 159,640 

Atlanta . . . . 6,760 9,520 36,720 23,200 20,000 19,600 16,400 4,000 9,320 145,520 

Chicago . . . . 65,280 114,000 88,200 96,800 108,900 135,200 16,000 20,000 644,380 

St. Louis . * * # # * * # * 8,480 19,200 24,800 18,400 16,200 87,080 

Minneapolis . . 7,180 2,200 34,080 12,000 22,400 13,300 13,000 104,160 

Kansas City . . 27,640 26,720 22,600 26,000 25,500 23,600 152,060 

Dallas • • • • . 7,760 9,240 22,640 22,600 20,000 24,600 23,400 1,000 2,000 133,240 

San Francisco . 12,260 13,440 11,800 26,400 21,600 17,200 3,720 9,840 116,260 

TOTAL $358,480 $55,240 $485,600 $438,000 $508,000 $436,500 $432,400 $41,720 $57,160 $2,813,100 

These notes are in Vault No, 1, Main Treasury Building, under auditor's seal, 
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STATEMENT "B" 

FEDERAL RESERVE BOTES (SERIES 1934) ON HARD AS DISCLOSED BY AUDIT 
AS OF IviAl 23 , 1939 R-484c 

(IN THOUSANDS OF DOLLARS) 

BANK 5's 10's 20's 50's 100's 500's l,000*s 5,000ls 10,000*8 TOTAL 

$ 25,200 $ 116 ,400 $ 74,400 $ 27,800 $ 49,200 $ 5 ,200 $ 4,400 $ 6 ,000 $ 2,000 $ 310,600 

New York . . . , 35,780 226,680 135,920 55,000 170,800 39,900 25,600 8,000 12 ,000 709,680 

Philadelphia . . 27,600 119,360 86,880 35,200 38,800 5,600 10,200 • • • • • • 323,640 

Cleveland . . . 11,000 48,560 101,200 30,600 16,400 2,400 3,000 4,000 8 ,000 225,160 

Richmond . . . . 16,960 55,680 83,680 16,800 21,200 8,700 8,800 5,000 # # » * * # 216,820 

Atlanta . . . . 8,260 57,120 33,680 9,600 21,200 7,500 18,200 5,000 4,000 164,560 

Chicago . . . . 39,660 187,560 134,400 26,600 39,600 17,000 15,200 6,000 6 ,000 472,020 

St. Louis . . . 33,140 55,720 47,840 6,600 25,200 6,400 7,600 4,000 4 , 0 0 0 190,500 

Minneapolis . . 19,600 47,080 52,240 4,400 13,600 3,700 2,800 » « * * * # 143,420 

Kansas City . . 11,700 50,560 52,560 5,800 23,600 5,300 12,600 6,000 4 , 000 172,120 

Dallas . . . . . 4,000 23,360 17,520 3,000 8,000 7,600 7,600 5,000 4,000 80,080 

San Francisco. ' 37,420 68,120 78,400 12,600 44,800 11,400 15 ,000 9,000 6 ,000 282,740 

TOTAL . . . . . $270,320 Si,056,200 $898,720 $234,000 $472,400 $120,700 $131,000 $58,000 $50,000 $3,291,340 

These notes are on hand in the Federal Reserve Vault in the Bureau of Engraving and Printing# 
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STATEMENT "C" 

FEDERAL RESERVE BANK NOTES (SERIES 1929) ON H M D AS DISCLOSED BY AUDIT 
AS OF MAY 23, 1939. x R-4S4d 

(IN THOUSANDS OF DOLLARS) 

BANK 5's 10's 20's 50*s lOO's TOTAL 

$ 5,020 $ 5,000 $ 5,040 $•••••• $ 15,060 

New York • . . . 860 27,320 18,000 6,600 22,800 75,580 

Philadelphia . . 4,100 3,800 13,840 21,740 . 

Cleveland • . • 10,020 10,080 1,520 23,800 23,600 69,020 

Richmond • • • • 10,840 21,600 15,600 48,040 

5,040 5,880 15,520 26,440 

Chicago t • « » 19,380 23,440 24,720 15,000 10,800 93,340 

St. Louis * . . 2,120 5,040 7,160 

Minneapolis • • 1,880 11,280 6,600 14,400 34,160 

Kansas City . . 9,020 2,840 7,120 12,800 8,400 40,180 

1,680 1,200 1,200 4,080 

San Francisco . # * # * # # 4,800 •••••• 11,200 * . . . * 16,000 

TOTAL $53,440 $98,000 $125,360 $77,200 $96,800 $450,800 

These notes are in Vault No. 1, Main Treasury Building, under auditor's seal, 
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339 
BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N R-i|.85 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 1$, 1939 

Dear Sir: 

In reviewing the allocation of service charges by 
some of the Federal Reserve banks to the units of the Fiscal 
Agency# Custodianship, and Depositary function on Form E, wo 
find that the ratio of service charges to total charges varies 
substantially between Federal Reserve banks. To complete our 
review of this matter we should like to obtain additional 
figures called for in the attached forms. 

It will be noted that the forms provide for a classi-
fication of the expenses of the Fiscal Agency, Custodianship, 
and Depositary function for the first and second halves of 1938, 
as to "Direct" expenses and "Service" charges, the two together 
adding to the total expense reported on Form E for each unit* 

It will be appreciated if you will furnish us with 
the figures called for in the attached forms at your early 
convenience. 

Very truly yours, 

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

Enclosures 

TO PRESIDENTS CF ALL BANKS EXCEPT CLEVELAND, CHICAGO AND SAN FRANCISCO 
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8 
CO 

FEDERAL RESERVE BANK OF (HEAD OFFICE ONLY) 

EXPENSES OF FISCAL AGENCY, CUST( DI:NSFIP, AND DEPOSITARY FUNCTION* 
FIRST H'LF, 1938 

(Figures for units not provided for should be shown in separate memoranda) 

Cur-
rent 
Issues 

Adj. 
Sorv* 
Bonds 

Un-
current 
Issues 

Govt. 
Checks 

V,'ork 
Relief 
Checks 

Govt# 
Cou-
pons 

Treas. 
Gen U, 
Acct. 

Foreign 
Ex-" 
change 

Cert.of For. 
Exch, Rates 
& Purchasing 
For. Exch. 

For. Exch. 
Gold & 
Silver 
Acts. 

Safekeep-
ing 

Govt. 
Officials 

"Direct" Expenses 
Salaries — Officers 
Salaries — Employees 
Retire. Syst. Contr. 
Post. & Ship. Chgs. 
Print., Sta. & Supp. 
Tele, and telegraph 
Furn. & Equip. 
Space 
All other 

"Service" charges 
Personnel Maintenance 
Medical 
Pur. & Stock Room 
Coding 
Mail & Express 
Filing & Old Records 
Prot. & Vr.ult Maint. 
Office Boys & Pages 
Equipment Repairs 
Loan's , Redis. & Accept. 
Gen. Books & Expend. 
Planning 
Auditing 

Total sorv. chgs. 

Total expenses 
of unit 

•Exclusive of changes for space assigned to "Depositary" and "Other" operations. R-l:8̂ a 
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CO FIRST HALF, 1938 

Fur. & Camp, of 
sale of 
securi-

Currency-
Ins olvont RFC FFMC FLB FICB FWA 

FELB 
and CCC FDIC USKA 

ties Natl. Bks. HOLC 

"Direct" Expenses 
Salaries — Officers 
Salaries — Employees 
Retire. Syst. Contr. 
Post. & Ship. Chgs. 
Print*, Sta. & Supp* 
Tele# and telegraph 
Furn. & Equip. 
Space 
All other 

"Service" charges 
Personnel Maintenance 
Medical 
Pur. & Stock Room 
Coding 
Mail & Express 
Filing & 0%d Records 
Prot. & Vault Maint. 
Office Boys & Pages 
Equipment Repairs 
Loans> Retiis. & Accept. 
Gen. Books & Expend. 
Planning 
Auditing 

Total serv. chgs. 

Total expenses 
of unit 

R-U85a 
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CO 

FEDERAL RESERVE BAN? OF (HEAD OFFICE ONLY) 

EXPENSES OF FISCAL AGENCY, CUSTODIANSHIP, AND DEPOSITARY FUNCTION* 
SECOND HALF, 19)8 

(Figures for units not provided for should be shown, in separate memoranda) 
Cert. of yor, 
Exch. bates 
& Purchasing 
For. Exch. 

For. Exch# 
Gold and < 

Silver 
Acts 

Safckoep-
ing 
Govt. 

Officials 

Treas. 
Issues 

U. S. 
Savings 
Bonds 

Adj. 
Scrv. 
Bonds 

Govt. 
Checks 

Work 
Relief 
Checks 

Govt. 
Cou-
pons 

Treas, 
Gen'l. 
Acct. 

ror. 
Ex-
change 

"Direct" Expenses 
Salaries — Officers 
Salaries — Employees 
Retire. Syst. Contr. 
Post. & Ship# Chgs. 
Print., Sta. & Supp. 
Tele, and telegraph 
Furn. & Equip. 
Space 
All other 

"Service" charges 
Personnel Maintonance 
Medical 
Fur. & Stock Room 
Coding 
Mail & Express 
Filing & Old Records• 
Prot. & Vault, Maint. 
Office Boys & Pages 
Equipment Repairs 
Loans, Redis. & Accept. 
Gen. #ooks & Expend. 
Planning 
Auditing 

Total serv. chgs. 

Total expenses 
of unit 

•Exclusive of char res for spree p.ssi^r 3d to "Depositary" and "Other" operations. R-);85b 
Digitized for FRASER 
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CO 
CO SECOND HALF, 1938 

Pur. cc 
Sale of 
Securi-

Comp. of 
Currency-
Insolvent RFC FffiC FLB FICB FDIC USEA CCC R" A 

FHLB 
and 
HOLC 

ties Natl. Bks. 

"Direct" Expenses 

Salaries - Officers 
Salaries - Employees 
Retire• Syst* Centre 
Post# & Ship. Chgs. 
Print•9 Sta. & Supp. 
Tele, and telegraph 
Furn. & Equip* 
Space 
All other 

^Service" charges 
Personnel Maintenance 
Medical 
Pur. & Stock Room 
Coding 
Mail & Express 
Filing & Old Records 
Prot. & Vault. Maint. 
Office Boys & Pages 
Equipment Repairs 
Loans, Redisc. & Accept. 
Gen. Books & Expend. 
Planning 
Auditing 

Total serv. chgs. 

Total expenses 
of unit 

R-W5b 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

334 
R-486 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 16# 1939 

Dear Sir: 

There have been forwarded to you today 

under separate cover copies of Form F. R. 107 

to be used by State bank members in submitting their 

reports of earnings and dividends for the six months 

ending June $0, 1939* The form is unchanged from the 

one used in submitting reports for the six months 

ended December $1, 1938* 

Very truly yours 

L. P. Bethea, 
Assistant Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

335 
R-487 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

Juno 15, 1939 

Dear Sir: 

On Tuesday, July 4, the offices of the Board of Gover-
nors of the Federal Reserve System and all Federal Reserve banks 
and branches will be closed in observance of Independence Day. 

The Board has been advised that holidays also will be 
observed during the month of July by the following offices: 

Monday, July 3 

Thursday, July 13 

Monday, July 24 

Baltimore 

Nashville 
Memphis 

Special holiday in 
Maryland by Governor's 
proclamation 

Birthday of General 
Bedford Forrest 

Salt Lake City Pioneer Day 

On the dates given the branches concerned will not 
participate in the transit clearing through the Interdistrict 
Settlement Fund. Please include transit clearing credits for 
the offices affected on these holidays with your credits for the 
following business days. 

Please notify branches. 

Very truly yours, 

S. R. Carpenter, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
Digitized for FRASER 
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BOARD OF GOVERNORS R-488 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

* * * * * * * * 

Juno 16, 1959 

Dear Sir: 

There have been forwarded to you today under separate 
cover the indicated number of copies of the seven forms attached 
hereto, for the use of State bank members and their affiliates 
in submitting reports as of the next call date: 

* Number of 

Form F» R. 105# Report of condition of State bank member. 

Form F. R. 105b (Schedule ,T0H), Loans and advances to 
affiliates and investments in and loans secured by 
obligations of affiliates. 

Form F# R. 105e, Publisherfs copy of report of condition 
of State bank member• 

Form F, Re 105h, Branch bank report of condition. 

Form F. R. 220, Report of affiliate or holding company 
affiliate. 

Form F. R. 220a, Publisher's copy of report of affiliate 
or holding company affiliate. 

Form P. R, 220b, Instructions for preparation of reports 
of affiliates and holding company affiliates. 

There has also been forwarded to you a supply of a 
supplement to and revision of instructions, Form F. R. 105a• 

copies Form 
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3 3 7 

R-4S8 

In the interest of clarity, minor changes have been 
made in Forms F, R. 105 and 10$e in the phraseology of items 
2h and 33 and in the footnote following item 30* For the same 
reason a footnote has been appended to the caption "Retirable 
value'1 appearing over the second column in Schedule EE and a 
qualifying clause has boon added in parentheses following the 
caption of item !; of Schedule B. In Schedule B also the 
description of the maturities of securities has boon changed 
so as to make it unnecessary from year to year to change the 
maturity years which are now specifically named.' In Schedule D 
item 1 has been modified somewhat in view of the Board's letter 
S-161 of April 26, 1939# and in Schedule F the caption of item 
1(c) has been amended in the interest of clarity and in order 
to conform more closely with the ruling contained in the Board's 
letter S-li»7 of March 1, 1939* Changes similar to those here 
described are being made, in so far as applicable, in the call 
report forms and instructions prescribed by the Federal Deposit 
Insurance Corporation and the Comptroller of the Currency# None 
of these changes are sufficiently important to warrant calling 
them to the attention of State bank members except perhaps in 
a general way# Each State bank member should, however, be 
furnished with a copy of the enclosed revision of the instructions, 
Form F. R. 105a, comprising revised definitions of item 7 in 
Schedule D and item 1(c) in Schedule F. 

Each State bank member which, according to Schedule DD, 
operates one or more domestic branches, should submit a separate 
report on Form F# R. 105h, in duplicate, covering each such 
branch as of the next call date. 

Very tryuly yours, 

L. P. Bethea, 
Assistant Secretary. 

Enclosures 8 

TO THE: PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

O F T H E R-489 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d o r e s * o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 17, 1939 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banxs, the following code word has been 

designated to cover a new issue of Treasury 

bills: 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 

NUBGQB - Treasury bills to 
be dated June 21, 1959, and 
to mature September 20, 1959. 

S. R. Carpenter, 
Assistant Secretary 
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339 
BOARD OF GOVERNORS 

OF THE 
FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For release in morning papers, The following summary of general 
Saturday, June 24, 1939. business and financial conditions 

in the United States, based upon 
statistics for May and the first 
three weeks of June, will appear 
in the July issue of the Federal 
Reserve Bulletin and in the month-
ly reviews of the Federal Reserve 
banks. 

Industrial production, which had been receding on a season-

ally adjusted basis during the first four months of this year, showed 

little change in May and increased considerably i& the first three weeks 

of June. The advance reflected principally larger output of steel and 

coal, which had previously shown considerable declines. 

Production 

In May the Board's seasonally adjusted index of industrial 

production was at 92 per cent of the 1923-1925 average, the same as in 

April. Volume of manufacturing production declined somewhat further, 

owing chiefly to reductions in output of steel and automobiles, but 

mineral production increased as most bituminous coal mines were re-

opened after the middle of the month. 

Steel ingot production, which had been a*, an average rate of 

52 per cent of capacity in April, declined to 45 per cent in the third 

week of May. About this time prices of some types of steel were re-

duced considerably and orders were placed in substantial, volume. 
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-8- R-490 

Subsequently steel output increased and the current rate is about 55 

per cent of capacity, approximately the level maintained during the 

first quarter of this year. 

In the automobile industry output was reduced by about one 

fifth at the beginning of May, and in the latter part of the month 

there was further curtailment partly as a result of a strike at a body 

plant which led to the closing of most assembly lines of one major 

producer. In the early part of June the strike was settled and by 

the middle of the month output had risen to a level higher than that 

prevailing during most of May. Lumber production increased further in 

May following less than the usual seasonal rise during the first quar-

ter of this year. 

Output of nondurable manufactures in the aggregate was at 

about the same rate in May as in April. At woolen mills activity in-

creased sharply, following a decline in April, and at cotton .and rayon 

mills output was maintained. • Mill consumption of raw silk showed a 

further sharp decline. At meat-packing establishments output increased 

more than seasonally, and as in March and April was considerably larger 

than a year ago, reflecting a sharp increase in the number of hogs 

slaughtered. Flour production continued in larger volume than is 

usual at this season, while at sugar refineries there was a decrease 

in output. 

Mineral production increased in May owing chiefly to the re-

opening of most bituminous coal mines. Anthracite production, which 

had been in large volume in April, declined in May, while output of 
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crude petroleum increased somewhat further. 

Value of residential building contracts, which had shown a 

considerable decline in April, increased in May, according to figures 

of the F. W. Dodge Corporation. Public residential awards were higher 

owing to a greater volume of United States Housing Authority projects; 

private awards also increased but on a seasonally adjusted basis were 

below the high level reached in February and March. Contracts for 

both public and private nonresidential construction declined in May, 

following increases in the preceding two months. 

Employment 

Factory employment and pay rolls showed little change from 

the middle of April to the middle of May, according to reports for a 

number of States. 

Distribution 

Department store sales declined from April to May, while 

sales at variety stores and by mail order houses showed little change. 

In the first two weeks of June department store sales increased. 

Freight-car loadings increased in the latter half of May, 

reflecting chiefly expansion in coal shipments. In the first half of 

June loadings of coal increased further and shipments of other classes 

of freight also were in larger volume. 

Commodity prices 

Prices of industrial materials, such as steel scrap, hides, 

wool, and print cloths, advanced somewhat from the middle of May to 
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the third week of June. Wheat, silk, and coal prices declined early in 

June, following increases in May, and there were further declines in 

prices of livestock and meats. 

Bank credit 

During the four weeks ending June 14 total loans and invest-

ments at member banks in 101 leading cities increased by $270,000,000, 

following a decline of $200,000,000 in the preceding four weeks. The 

major increase was in holdings of Treasury notes and bonds at New York 

City banks. Demand deposits increased sharply to new high levels both 

in New York and in the leading cities outside New York. 

During the first three weeks of June excess reserves of mem-

ber banks showed little change from the new high level of |4,500,000,000 

reached on May 24. Continued gold imports largely went into earmarked 

gold and into balances held for foreign account at the Federal Reserve 

banks. 

Money rates 

Prices of United States Government securities, which had ad-

vanced sharply from April 11 to June 5, reaching a new high level, 

eased slightly during the next two weeks. The yield on the longest-

term Treasury bond outstanding declined from 2.49 per cent on April 

11 to 2.26 per cent on June 5 and increased to 2.52 per cent on June 

19. Other money rates showed little change. 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

R-49.1 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 25, 1939 

Dear Sir: 

In letter R-454 of May 1, 1959, the Federal Reserve 
banks were requested to furnish certain par list data concern-
ing (l) banks in their respective districts, checks on which 
were collected through intermediary towns, and (2) available 
optional facilities for collecting cash items drawn on banks 
in their respective districts. 

The replies to the Board's letter indicate, in con-
nection with collections handled through intermediary towns, 
that there are about 400 points in the Seventh District where 
collections are made in this way, and that there are three or 
four such points in other districts which for special reasons 
the Federal Reserve banks believe it inadvisable to so desig-
nate in the Par List. Conforming with the suggestion of the 
Federal Reserve banks, the July 1 issue of the Par List will 
show the points in the Seventh District upon which collections 
are made through intermediary towns by a note similar to that 
used prior to 1952, i.e., "Nonmember bank items collected 
through an intermediary town". 

No changes are contemplated in the forthcoming issue 
of the Par List with respect to optional collection facilities. 

Vera truly yours 

L. P. Bethea, 
Assistant Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 

R-492 

W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 26, 1939. 

Dear Sir: 

In connection with telegraphic trans-

actions in Government securities between Federal 

Reserve banks, the following code word has been 

designated to cover a new issue of Treasury-

bills: 

NUBGUD - Treasury bills to 
be dated June 28, 1939, and 
to mature September 27, 1939. 

Very truly yours 

J X J. C. Noell, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-493 

BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For immediate release June 26, 1939 

CHANGE IN DEFINITION OF "EXECUTIVE OFFICER" 

Effective July 1, 1939, the Board of Governors has amended 

the definition of the term "executive officer" contained in section 

1(b) of its Regulation 0, which relates to loans to executive offi-

cers of member banks, to read as follows: 

"(b) The term 'executive officer' means every officer 
of a member bamc who participates or has authority to par-
ticipate in the operating management of the bank or any 
branch thereof otherwise than in the capacity of a direc-
tor of the bank, regardless of whether he has an official 
title or whether his title contains a designation of as-
sistant and regardless of whether he is serving without 
salary or other compensation. It will be assumed that 
the chairman of the board, the president, every vice 
president, the cashier, secretary, treasurer and trust 
officer of a member bank are executive officers, unless 
it is provided by resolution of the board of directors 
or the bank's by-laws that any such officer is not au-
thorized to participate in the operating management of 
the bank and he does not actually participate therein." 

Section 22(g) of the Federal Reserve Act, which restricts 

loans to "executive officers" and which is implemented by the Board's 

Regulation 0, makes a distinction between "executive officers" and 

other officers. On reviewing this subject, the Board concluded that 

the regulation should be amended to give clearer recognition to this 

distinction and to the view that the question whether or not a person 
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is an "executive officer" does not depend upon the title which he has 

but upon the nature of his duties. As amended, the regulation would 

not apply to a person, regardless of his title, who has no authority 

to perform and actually does not perform the duties of an executive, 

especially in view of the fact that the law does not restrict loans 

to directors who are not also executive officers. 

The Board also amended its Regulation 0 by changing the 

date in section 4(a) to "June 16, 1944". This amendment was made to 

conform to the change recently made in the law extending until June 

16, 1944, the date to which loans made by member banks to their exec-

utive officers prior to June 16, 1935, may be renewed or extended. 

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



347 
BOARD OF GOVERNORS 

O F T H E R-494 FEDERAL RESERVE SYSTEM 

Dear Sir: 

There is enclosed for your informa-

tion a summary of the bank relations reports 

submitted by the Federal Reserve banks for the 

month of May, 1939, in response to the Board's 

letter of August 25, 1936 (X-9680). 

W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

June 37, 1939 

ery trulyyours, 

L. P. Betbea, 
Assistant Secretary. 

Enclosure. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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R-494-a 

TO The Board of Governors 

FROM Mr. Hammond, Division 
of Bank Operations 

June 25, 1989 

SUBJECT* Summary of Bank 
Relatione Reports 

Reports of bank relations as requested In the Board's letter 
of August 25, 1936 (X-9680) have been received for the month of May. 
Excerpts therefrom will be found on the following pages, at the end of 
which is a table showing the number of visits made, meetings attended, 
and addresses delivered. The following are a few of the items of in-
terest included in the reportsi 

New York and Richmond offer interesting comment upon the 
persistent competition of banks for deposits despite the d i f f i c u l t y 
of finding a profitable employment for funds. 

Cleveland and Chicago both report the active solicitation 
of prospective borrowers by banks, one banker having an employee who 
does nothing but canvass for loans from door to door. 

Cleveland reports an active interest on the part of bankers 
in the Fourth District—particularly in southern Ohio—in the possible 
advantages of separating commercial, savings, and trust business so . 
that they will not be performed fcy the sane institution, 

Bankers complain not only of bank examination policy, the 
Government's fiscal program, and competition fcy Governmental agencies, 
but also of one another's competitive practices; the practices par-
ticularly mentioned being those of paying too high a rate of interest 
on deposits, of cutting the rates borrowers are asked to pay, and of 
charging exchange on checks. 

BOSTON 

Thirty-six member banks and five noomember banks, all located 
in the State of Vermont, were visited during May. 

At most of the banks loans were in somewhat greater volume 
than a year ago, the increase being largely in mortgage and small per-
sonal loans. Rates range from 6 per cent downward, the lower rates 
applying almost entirely to well-collateraled loans and advances made 
to municipalities in anticipation of tax receipts, the latter class 
of loans bearing rates of from 1/2 per cent to 5 per cent. It was 
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noted that on the whole rate# obtained on loans to the waller munic-
ipalities are somewhat higher than in other sections of the District. 

Banks throughout fee State are paying 2 per cent for time 
money. It is the f m r a l opinion that the rate should be reduced to 
1-1/2 per cent by concerted action on the pert of the banks, and the 
whole subject is one which will be discussed at the June convention 
of the Bankers Association. 

Developments under way in the State to be watched with in-
terest are the growing demand for small urban and farm properties in 
the southwestern section, principally from Hew York State residents, 
the breeding of fancy beef cattle, and the experiment (now in its 
second year) in growing soy beans for cattle fodder. 

Ho real complaints were directed at the Federal Reserve 
System or this bank by any of the bankers visited. The amount of 
work incident to the preparation of daily cash letters as required 
by the Federal Reserve banks is found burdensome by some member 
banks with the result that they clear all items through their corre-
spondents; and one or two banks borrowing on Government securities 
go to their correspondents instead of to the Reserve bank because 
of our fifteen-day requirement and because of the correspondent's 
lower rate. 

NEK YORK 

Cayuga. Ontario. Oswego, Seneca. Wayne, and Yates Counties. New York 

SSfttfi 

Most banks have experienced no material improvement in the 
demand for credit although loans and discounts now aggregating 
$27,704,000 show a small increase - 2 per cent - as compared with a 
year ago. This increase, however, is due principally to activity 
in granting personal loans, or increased purchases of commercial 
paper on the part of a few banks. Savings bank executives state 
that there is very little demand for new mortgage money, and mort-
gage portfolios of the seven institutions have decreased 5 per cent 
to a present total of $20,868,000. 

Such criticisms as were voiced by member bank officers were 
confined principally to Governmental policies and to the practices of 
the examining authorities. One executive, mho is strongly opposed to 
Government spending and the unbalanced budget, stated that his bank 
carries no obligations of the United States in its portfolio. „ 
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The greater part of the area Included in these six coun-
ties is devoted to agricultural pursuits, and bank executives, for 
the most part, appear to be quite concerned about farming condi-
tions. In the absence of any milk marketing agreement, dairy 
fanners are selling their product at prices which scarcely cover 
the cost of production. Returns from all crops are said to have 
been poor last season - a condition which is reflected in the 
business of local merchants who are, in turn, complaining. 

Genesee. Monroe, and Orleans Counties (Buffalo Branch Territory) 

The Rochester savings banks are divided in their policies 
regarding the acceptance of accounts transferring from the commer-
cial banks as a result of the rate differential. Two of these in-
stitutions will take whatever deposits are offered to them, while 
the other two will not accept such accounts. The president of one 
of these savings banks remarked that he believes in taking depos-
its when they are available, feeling that in the long run his 
bank will profit* This banker added further that the commercial 
banks are now "paying the piper" for having actively solicited 
accounts which in his opinion rightfully belonged in the savings 
banks. 

Except in a few isolated cases, loan demand is reported to 
be light, total loans of commercial banks amounting to $97,816,000. 
The savings banks report mortgage loans of §76,618,000. A number 
of the bankers in the agricultural section complain rather bitter-
ly of competition in loans through the Production Credit Associ-
ation. This organization has lowered its rate to 4-1/2 per cent 
and aggressively solicits loans from the farmers. In some in-
stances banks have decreasedtheir rates to 5 per cent to meet 
this competition, and in other cases .the bankers feel that in 
small communities it is difficult to have more than one loaning 
rate and that lowering their rates in special cases will necessi-
tate similar action on all loans. The president of one country 
bank said that his institution cannot profitably make farmer loans 
at a rate lower than 6 per cent due to the loss hazard In loans 
of this character, and as a c o n s e q u e n c e he has lost some $60,000 
loans this spring to tha Production Credit Association. A number 
of institutions have participated.quite actively in federal Hous-
ing Administration mortgages, either purchasing them or originat-
ing them in their particular communities. There appears to be 
quite a difference of opinion concerning the desirability of this 
type of investment, many of the bankers believing in these mort-
gages, and others feeling they are not a proper bank asset. The 
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trwd toward personal loan department* continues, and several tanks 
within the past few months have opened such departments. One Rochester 
bank has been particularly successful In this field? having built up a 
sizable volume of such loans with losses practically negligible. The 
president of this institution stated that in view of the very favorable 
record, the bank has decided to liberalize its loan policies and is now 
making unsecured personal loans with only one signature required. This 
banker further mentioned that he expects earnings from ordinary opera-
tions for the current year to compare favorably with 1929 figures, and 
attributes this to a reduction of interest rate paid on savings depos-
its, earnings from the personal loan department, service charges, and 
increased trust business. Other bankers likewise commented that their 
earnings have improved due to one or more of these reasons. ' 

Bergen and Passaic Counties. New Jersey 

The total of all loans held by the commercial banks in these 
two counties is $86,500,000, of which approximately #48,200,000 are 
loans on real estate. The making of insured mortgage loans by many 
of these banks has been one of the few outlets for sisable amounts 
of funds. Competition, however, is increasingly keen in this field 
as more and more of the banks decide to handle loans of this type. 
One of the Peterson Institutions which recently started making these 
loans is now advertising a rate of 4-1/2 per cent# Bankers who pio-
neered in the granting of Federal Bousing Administration Title II 
insured mortgages report that their experience with this type of loan 
has been very good so far. One of the larger institutions is carrying 
$6,700,000 insured mortgage* in its portfolio, all of which it orig-
inated. Loans to consumers are receiving increased attention from 
the bankers, particularly In the line of automobile financing. Bargee 
which were first in this field usually charged a rate of 6 per cent 
but as competition increased, rates were reduced in some cases so 
that they now vaxy from 4 to 6 per cent. One of the large Bergen 
County banks recently advertised for loans at the 4 per cent rate, 
with the result that a few competitors felt obliged to meet the 
reduced rate. 

a n m 9 f Capital Issues 

In the fourteen counties visited there are 215 commercial 
banks of which 157 have issued preferred stock, capital notes or de-
bentures aggregating $57,992,100 par value. Up to the present time 
seventeen have paid off their entire issues amounting to $2,970,000, 
ninety have made partial redemptions aggregating $8,590,210, and 
thirty have not retired any - leaving one hundred twenty banks with 
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a total still outstanding of $26,651,890 par value, retirable at 
$35,078,895, reflecting redemption premiums of $8,447,005. 

Industrial conditions in the area visited vary from fair to 
good. The smaller concerns are, in the main, operating at a satis-
factory rate as are also some of the larger establishments. 

Real estate activity is confined almost entirely to rentals 
and the sale of new homes or low priced residences of older construc-
tion selling in the #6,000 price range. There does not appear to be 
a general revival of building in this area but several operations are 
either contemplated or already under way in some of the larger com-
munities. These operations are being financed chiefly under the FHA. 
The facilities of the FHA are being utilized lay many of the banks 
visited and a satisfactory experience to date is reported. 

While FHA mortgages are becoming more extensively granted 
and purchased by district banks, several bankers state that they do 
not approve of 90 per cent mortgages and are doubtful as to the out-
come of such financing* 

The demand for credit is confined chiefly to personal and 
automobile loans or loans upon real estate, either FHA or otherwise, 
consequently most credit now being extended is upon an amortizing 
basis. The chief problems in liquidation are the older loans, many 
of which are predicated upon slow moving real estate. 

Many favorable comments were made upon the report of earn-
ings and expenses of member banks recently released ty this bank. 
The bankers state that they find this of great value and look for it 
each year, which is evidenced by inquiries made to representatives 
just prior to the release of the figures. 

The group clearing plan, which has been in operation in this 
district for years, also was the subject of considerable favorable 
c o m m e n t during May. While we were aware that this method of clearance 
is highly regarded, comments recently have been unusually numerous. 

With the reduction in the number of sorts required of banks 
forwarding checks to the Reserve bank for collection, the collection 
facilities of the Reserve bank are finding greater favor with district 
banks and there have been some additions to our list of clearing banks 
as a result. Some bankers, however, state that they do not wish to 
do any sorting and that they will not change from clearing through 
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their correspondents until a greater need for funds makes it expedi-
ent to do so. 

CLEVELAND 

In a previous report it was indicated that some banks through 
a vigorous campaign of solicitation had been able to increase loan 
totals. An unusually large number of banks visited during the past 
month have experienced a vexy satisfactory expansion of loan totals 
through such solicitation and through extensive advertising. On the 
other hand, occasional Instances are noted where the position is taken 
that it is improper for banks to make inducements in the form of rate 
concessions, as a result of which other lending agencies secure what 
business is available. From one of the latter type of institution 
comes the suggestion that the Board by regulation fix minimum loan 
rates. 

There is a growing sentiment in some parts of the district, 
particularly in southern Ohio, for a separation of commercial and 
savings banking. A former president of the Ohio Bankers Association 
discussed with a representative of this bank a bill he proposes to 
submit to divorce trust departments from banks. He is reported as 
being very enthusiastic about the bill, and stated that he had been 
encouraged by counsel for the American Bankers Association and lead-
ing trust men with whom he had discussed the measure. The bill he 
proposes provides that a separate bank be organized in which all the 
banks in the community have an interest. 

The number of institutions engaging in personal loan activ-
ities continues to increase. In one city an aggressive bank has 
sought the cooperation of doctors in an effort to increase such loans. 
The bank writes a collection letter for doctors, on doctors' station-
ery, and on the same day sends a folder on personal loans in a bank 
envelope. So far the experience has been very satisfactory. Doctors 
have agreed (orally) to reimburse the bank for any losses. 

In a number of the smaller communities in the central part 
of the State, in the immediate vicinity of Columbus, banks report 
that their funds are well loaned, and in seme instances bonds have 
been sold in order to meet this loan demand. A substantial amount 
of new building is taking place in this area. 

At an important industrial center in eastern Ohio the 
principal bank recently reduced rates on mortgage loans to 4 per 
cent, and loans for the purchase of new automobiles to 5 per cent. 
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These reductions have greatly stimulated the loan demand at this in-
stitution, but other banks in this and in adjacent counties are com-
plaining bitterly of this "unfair" competition. 

Low prices for agricultural products are having an effect 
on retail trade in agricultural communities. At certain points It 
is stated that conditions are worse than they have been at any time 
since 1930. 

RICHMOND 

The trend of both loans and deposits has been upward, with 
some exceptions, and not Infrequently this is due to the development 
of personal Income loans upon which a rate of 6 per cent is typical. 
This rate also prevails, with few exceptions, on ordinary business 
loans, but the volume of these is considered inadequate. A conces-
sion is usually made on mortgage loans, upon which the rate is gen-
erally 5 per cent. 

The question of rates on loans is closely related to the 
equally pressing question of rates on time deposits, since banks 
which charge 6 per oent on loans often feel that they cannot, In 
justice to depositors, pay less than 2 or 2& per cent on time de-
posits. The matter of service charges also becomes a factor, for 
banks often feel that they cannot pay low rates on deposits and 
at the seme time adhere consistently to a schedule of service 
charges. 

All of these problems are considered fcy individual bank-
ers with reference to the competitive situation in their respective 
localities. Banks which have small aggregate time deposits are more 
willing to jpy higher rates if, thereby, they can draw deposits 
away from a competitor, and they are eqtteUy unwilling to exact 
service charges. Meet banks feel that ttay are* growing in power 
and influence as long as deposits are expending, though it is ad-
mitted that the problem of putting deposits t* work is thus 
increased. 

Farm credit facilities are said to be entirely adequate. 
Inoeee from poultry and dairy operations provide many farmers with 
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funds for current operations, so that they seldom need to borrow 
from banks. There is a fairly general practice of holding wheat in 
storage on farms until there is some unusual need for cash. How-
ever, some orchardists resort to banks for loans during the spray-
ing and harvesting seasons. 

florlftpastern RfPt VlrstoJa 

Banks in this region appear to have an unusually friendly 
feeling for the Federal Reserve Bank of Richmond and for the System. 
Some of them have found the annual report of the Board of Governors 
very instructive and the schedule of operating ratios of member 
banks prepared fcy this bank quite helpful. The present examination 
procedure is considered to be satisfactory, but there is no enthusi-
asm for the proposed increase in FDIC coverage and there is unani-
mous opinion that the proposed regional intermediate credit banks 
are wholly unnecessary. 

For the most part banks adhere to a straight 6 per cent 
rate on loans, but there is a growing awareness of the tendency of 
this rate to stimulate competition from Production Credit Associa-
tions, from the Farm Security Administration, from Federal Land 
Banks, from outside banks, and from private lenders, especially 
in the case of real estate mortgage loans. Where such competition 
appears, banks often consider it negligible and, rather than lower 
the lending rate, they frequently turn to personal income and in-
stallment loans at the old rate. Even so, there is a growing 
evidence of gradualreadjustment downward of interest rates. 

It seems apparent that most banks fix their rate on time 
deposits with reference to local conditions, the nature and extent 
of competition, and relatione with other banks, and then attempt 
to make earning assets meet the burden of that rate. Thus, the 
rate on time money tends to become a fixed charge and a controlling 
factor in bank policy as a whole. Under such conditions there is 
little interest in Treasury issues and other high-grade investment 
and a tenacious adherence to a 6 per cent rate on loans. The de-
velopment of service charges is increasingly favored as a means 
of achieving the reduction of the excessive rates paid on time 
deposits. 
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mmm. 
i M i S a 

During the tednth of May our representative visited six a m -
ber banks and one nonmember bank located in the cities of Jacksonville, 
Tampa, Orlando and Plant City. The bankers in Tampa reported that 
business was quiet, and that although the population of Tampa was de-
creasing bank deposits were growing. The bankers reported satisfactory 
earnings in spit# of the fact that it was hard to find the kind of 
loans they liked to make. 

The officers of the member bank in Orlando stated that the 
tourist season had been a profitable one and that the population of the 
city was growing rapidly, due principally to the fact that a consider-
able number of winter visitors have become permanent residents. The 
fact that Florida has no inheritance tax also contributes to the in-
creasing population of Orlando and other Florida cities. 

Deposits of the banks in Jacksonville were reported increas-
ing, with the deposits of one of the member banks larger now than at 
any time since the Florida "boom". The city of Jacksonville is grow-
ing rapidly. New industries are locating in Jacksonville constantly 
and the bankers are enthusiastic over the proposed location in Jack-
sonville by the Government of a large aviation training center. The 
city has had a residential building boon for the last year or so and 
there is still in progress a considerable amount of residential build-
ing, most of which is being financed by Governmental agencies* 

Louisiana 

An officer of one of the member banks visited stated that the 
very poor demand for loans at his institution was due in part to the 
fact that several individuals residing within the trade area were lend-
ing money to persons who ordinarily would borrow from his bank. 

Bankers in this area reported that although deposits have 
shown slight increases, demand for agricultural loans is far below 
normal. This fact was attributed largely to Governmental lending to 
cane growers through production credit associations. A substantial 
part of the funds of all of the banks has been invested in securities, 
fron* which source a large percentage of their earnings Is derived. A 
uniform, graduated scale of service charges adopted by the banks in 
this section about a year ago has proved very beneficial. 

One bank visited has discontinued its savings department, 
while others continue to pay 2 per cent on savings. The average inter-
est rate on loans in this area is 6 per cent. 
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Banking activities in this section are considered satis-
factory. Demand for both agricultural and commercial loans has 
been good and earnings are reported favorable. All the banks 
visited have a uniform schedule of service charges from which they 
derive substantial Income. 

Interest at the rate of 2 per cent is paid on savings ac-
counts throughout the section. Average rate on agricultural loans is 
8 per cent and from 5 to 6 per cent on commercial loans. 

\jfeyterfr Ce^ral 

Some improvement has been noted in banking conditions in 
this section, especially in the area served by Yazoo City. The 
banker interviewed in this city stated that seasonal demand for 
agricultural loans had been good and that his bank's earnings were 
very satisfactory. Bankers located at Vickeburg and Canton, how-
ever, stated that their agricultural business had been considerably 
below nonnal this year. This condition was attributed to competi-
tion from Government lending agencies. One banker produced figures, 
taken from the records of the County Recorder, showing that loans 
made to farmers in Madison County, Mississippi, during 1939, through 
Government agencies, amounted to *300,000, while combined loans 
made by the banks in the county for the same period aggregated ap-
proximately the same figure. 

All bankers visited are faced with the problem of invest-
ment of idle funds* One banker stated that cattle loans were very 
desirable but that certain State legislation to protect the lender 
was necessary to make auch loans more secure. Special efforts are 
being made by banks in this section to increase their earning power 
through personal loan departments and through financing sales of 
automobiles, household equipment, and farming machinery and equip-
ment. 

All banks in this section have adopted a uniform schedule 
of service charges; 2 per cent is paid on savings deposits and the 
average rate for loans is 6 per cent to 7 per cent. 

CHICAGO 

Calls were made on 121 member and 67 nonmember banks lo-
cated largely in eastern Illinois, eastern Michigan, and eastern 
Wisconsin. 
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m 
praisala of the property. 

Some criticisms were heard with respect to th® 

Of the F» D. I . c . and National Bank Department, 

During the month, one nonmember State converted to a 

bank Ineligible for membership. 

SET. LOOTS 

T««aes#ee 

Sections of Western Tennessee visited in May are principally 
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agricultural, with a broad range of commodities being produced* 
There is some industrial activity, mainly small factories owned 
locally or branches of large companies located in St. Louis, Memphis, 
and other cities. There are a number of canning plants which take 
the products of counties in which they are located. Some of these 
are independent, but most of them are controlled by the big packing 
companies. There are a few garment factories, and at Byersburg is 
located a cotton textile establishment with pay roll of about #8,000 
per week# 

Due to diversification and Government payments, farmers 
are fairly prosperous, and business in the small towns is described 
as fair to good, with prospects for the remainder of the season fa-
vorable. Some building is in progress, mainly small homes and pub-
lic works, aided by Government finances. 

In a majority of the communities visited demand for credit 
was reported fair to good. Small banks have been able to place all 
their funds and in some instances have borrowed from city correspond-
ents to meet local requirements. The discount rate on notes ranges 
from 6 to 10 per cent, the minor figure of the range applying to the 
larger loans. On savings accounts 2 to 2-1/2 per cent is allowed. 
The matter of remittance at par was discussed with numerous country 
bankers, but in the main their reaction was not favorable, as much 
reliance is still placed on exchange on checks to bolster earnings. 
Some hold a goodly volume of CCC loans, and are apparently pleased 
with this type of investment. There seems to be a general ambition 
to retire preferred stock. 

Northwest Arkansas 

The part of Arkansas covered by May visits presents consid-
erable variety, both as to topography and activities by which the 
inhabitants earn a living. Much of the area is mountainous and 
sparsely populated, but possesses great natural resources, such as 
timber, minerals, etc. The chief industries are agriculture, coal 
mining, livestock raising, dairying, lumbering and a few scattered 
factories. The lumber industry is fairly important, and there ie 
growing timber sufficient to sustain it for some years to come. Coal 
of good quality is produced, but in recent years the market for out-
put has been progressively poor, so that local consumption is mainly 
relied upon for its disposal. Many miners have turned to agriculture 
for a living, and with aid of the Rehabilitation Agency, have been 
able to acquire land, machinery and livestock. Near Ozark the Agency 
has approximately 750 clients. Building activity is limited. Condi-
tions generally vary quite markedly between communities, some being 
enterprising and prosperous, while others are quite the opposite. 
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Demand, for credit Is spotty, and varies with the several 
towns. On the whole, however, funds of the banks are reasonably 
well employed. Many country banks cling to check exchange charges 
to eke out profits. As in other rural areas of this district, bank-
ers complain about competition of Government agencies on loans and 
of Post Offices on savings accounts. Some bankers do not take in-
terest bearing accounts, and those which do pay from 1-1/8 to 8-1/2 
per cent. Discount rates on loans range from 6 to 10 per cent, de-
pending oh the size and general character of the loan and dependa-
bility of the borrower. A very considerable portion of loans in 
many communities la based on chattel mortgages, farm machinery, 
crops, etc. 

MINNEAPOLIS 

Western South Dakota 

The territory visited included all of the State of South 
Dakota west of the Missouri River and Chamberlain, Kimball, Platte 
and Geddes, which towns are located in the south central part of the 
State just east of the river. , 

Forty-three banking offices were visited of which thirteen 
were member banks, nineteen nonmember banks, ten offices of member 
banks and one office of a nonmember bank. 

The bankers were very friendly and voiced their approval 
of our periodic visits. The member banks expressed their satisfac-
tion with the services performed by our bank and stated that their 
membership in the System is a material benefit to than. More than 
one banker stated that the rediscount privileges with the Federal 
made it possible for him to employ his funds profitably, knowing in 
time of need he may obtain ftmas readily, a privilege which he rated 
most important. 

Apparently our Member Bank Conference in March went over 
again in a big way. The bankers spoke of it often and seem to be all 
set for another one. 

The demand for bank loans is spotted. In many instances 
the demand is very good, while in many other instances there is prac-
tically no demand. In the smiller towns located out on the ranges, 
practically all of the loans are on sheep and cattle while in the 
larger towns and cities the loans are well diversified. One bank 
located in a town of 1200 population (a branch office) has loans to-
taling $100,000 in excess of its deposits of $400,000. This office 
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ported satisfactory earnings# 

s H ^ 
part of South Dakota. 

these benefits* 

while the reverse is true where no competition exists# 

Southeastern Minnesota m # WfWItflft 

Loan demand varied fr<m extreme dullness in the coaBuaities 

that it has disposed of all but #6,000 of its bonds# 

Bankers were generally apprehensive about the future of 

S L ™ Z L S ' S u ' S unlfor^at'1-1/2 per 
cent after July 1, next. Among the rural banks in southeastern 

» C S T « ! S : r 
petition for the remaining banks which pay 2 per cent. 

A nonaember banker in Wisconsin criticized all talks and in-

lems. 
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The Cashier of a small national bank would like to have 
the Federal Reserve bank establish a service of advising all member 
banks aa to the dates and issues of bcSid tails* Another national 
banker wondered whether the Federal Reserve banks will hold Govern-
ment securities at par in an emergency. A nonaember banker exhib-
ited a marked copy of our Monthly Business.Bevlew and stated that . 
he made continual use of it in talking with his customers. 

Southeastern North Dakota 

Virtually all the farmers in this district feel favorably 
toward the Agricultural Adjustment Act; in fact, such benefit pay-
ments have been a Godsend to them. Very few allotment checks have 
been received to date, but many backers have spade advances secured 
by assignments of such checks. Their experience with these loans 
has been excellent. 

All the bankers in this district are heartily in accord 
with the Rural Rehabilitation Program of the Government, particularly 
with respect to acreage taken out of cultivation, which will be fenced 
and returned to pasture,, when it will be leased to stockmen for 
pasture purposes only. 

KANSAS CITO 

During May the farm situation in most parts of the District 
improved somewhat and this lias made for a more cheerful feeling. 
Good rains followed an unusually dry April and stopped the serious 
deterioration in the winter wheat belt. In many sections wheat was 
past help and the crop will be a short one. In other places wheat 
is filling exceptionally well and the prospect is quite favorable. 
Hot winds have caused trouble in the beet fields and poor gemina-
tion has necessitated considerable replanting. Ranges in Colorado 
and Wyoming have suffered from hot weather and lack of moisture, and 
the farm situation in Nebraska is not good, With these exceptions, 
surface moisture Is generally adequate and conditions have been fa-
vorable for the planting of spring crops. However, there is gener-
ally a great deficiency of subsoil moisture. 

Livestock prices have been good #nd wool is selling for 7 
er 8 cents a pound more than at this time last year. Dairy herds and 
poultry products also bring in some money. 

It is a general opinion that the better faraers do not bor-
row as freely as formerly, and are content to operate on a smaller 
scale. 
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One reason for the Increase in currency circulation that 
has not been fully appreciated, in the opinion of many bankers, is 
the cashing of WPA checks. Such checks are put afloat in huge 
quantities and almost invariably the payment is made in currency. 

Bankers generally regard Government bond prices as far 
too high but at the same time they hesitate to sell. Banks in small 
places do little or no trading in bonds. 

Much criticism is found of FDIC examinations. Country 
bankers in Missouri are especially outspoken and resentful about 
these examinations. The complaint is that they are exceedingly 
technical and that the examiners are young men, who,bankers think, 
are political appointees and generally unfamiliar with local con-
ditions because they are shifted around too much. A number of these 
bankers said that one advantage of joining the System would be that 
they would get away from the FDIC examinations. At the same time, 
there are no complaints against deposit insurance; in fact, the feel-
ing is favorable to it. 

More reports were heard of profitable livestock feeding. 
While past experience has been highly favorable, there seems to be 
great hesitation in repurchasing cattle because it is believed that 
present prices are too high. There is a rather general expectation 
that cattle prices will before long be adversely affected by appre-
ciably larger cattle marketings and present low hog prices. From 
all reports, a large number of farmers are cooperating with the Gov-
ernment program. It appears that in many communities 80 or 90 per 
cent of the farmers are cooperating, although there are exceptions 
to this. 

A number of cases were found where banks on the par list 
complained of non-par banks. This attitude is quite unusual and ap-
parently these banks have had unfortunate experiences that make them 
firm in the opinion that all banks should be required to be on the 
par list. Bankers almost unanimously oppose the abolition of the 
Comptroller*s office. Small bankers often express the opinion that 
the Government is trying to force small banks out of business. They 
think this is being done by requiring a top-heavy capital structure 
in order to obtain deposit insurance and by pressure on banks to 
merge. Many believe that Government competition has the same objec-
tive. The prevailing opinion is that the ISA is making many poorly 
secured loans to a very poor class of people. 

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



-17- R-494-a 

DALLAS 

North Texas 

Cotton, wheat, oats and corn are the principal sources of-
income in the "black land* belt of North Texas visited by our repre-
sentatives in May. Agricultural income in these counties was re-
duced last year by the sharp curtailment of the cotton acreage, 
although the loss was partially offset by the distribution of Gov-
ernment subsidies to the farmers. 

The winter wheat and oat crops responded well to favorable 
growing conditions, with heavy yields reported throughout the vis-
ited area, although spring oats were damaged by drouth and the 
yield is short. Wheat is selling at 90 cents per bushel, while 
oats are quoted at 28 to 30 cents. Threshing operations are now 
well under way. Wheat harvestings are averaging about 20 bushels 
per acre and the oat yield will be 40 to 50 bushels. Cotton is in 
fine condition and an excellent crop is in prospect. 

Banks in this area report a steady increase in diversifi-
cation of agricultural production programs, which seems to be the 
only permanent gain resulting to the producers from the Government's 
fan® program. 

•Few complaints were heard in regard to the competition of 
Federal lending agencies. A majority of the bankers in this section 
expressed opposition to the provisions of the Brown Bill looking to 
the concentration of bank examination functions in the FDIC, al-
though some of them expressed themselves as being in favor of the 
measure if it would result in lowering the costs of examinations. 

Deposits generally are at a lower level than at the cor-
responding period in 1938, but banks are gradually increasing the 
outlets for their loanable funds, and are looking forward to a fairly 
satisfactory showing in the matter of earnings for the current year. 

SAN FRANCISCO 

Eastern Washington 

Banks visited during May were, for the most part, located 
in the wheat sections of eastern Washington, and at that time growing 
crops were showing the effects of a drought which commenced about 
March 15. For this season of the year, the prolonged dry, hot spell 
had set an all-time record for Washington, and while light rains fell 
toward the end of May, considerable damage to crops had already 
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occurred. It was too early, however, to estimate the extent of the 
damage, and the bankers in this section did not seem to be particu-
larly alarmed over the situation. It was apparent that the growth 
of both spring and winter wheat had been retarded, which will un-
doubtedly result In lighter yields. It was reported that the acre-
age of winter wheat had been reduced by 5 per cent under last year 
under the Government allotment plan# 

The drought also had a serious effect on pasturage for 
cattle and sheep and operators were finding it necessary to move 
their livestock to higher ranges at an earlier date than usual. 
The lamb crop was satisfactory this year and prices were reported 
to have been well maintained. 

The bankers located in the Colville Valley, which is a di-
versified agricultural and dairying country north of Spokane, re-
ported conditions in that locality to be in a very satisfactory 
condition. 

It was too early in the year to obtain much information 
regarding the fruit situation in and around Wenatchee. It was very 
noticeable, however, that many acres of apple trees have been torn 
up and are being removed. It was estimated that approximately 1600 
acres of apple trees had been thus removed from production this year, 
either because of blight or to clear the land for the production of 
other crops. 

Southern Oregon 

The long drought this spring caused many farmers who planted 
their seed in dry earth to worry considerably because rain was not 
sufficient to sprout the seed. Although there are many Irrigated 
acres in southern Oregon which the drought does not affect, the larg-
est proportion of farming area is dry farming beyond the reaches of 
irrigation canals. Therefore, the feeling of uncertainty is wide-
spread regarding the drought this pring. 

Northern Idaho 

Prospects are good for wheat production this year in north-
ern Idaho. The experiment of a Government agency which is furnishing 
resettlement for 34 families from southern Idaho in a dyked area 
along the Kootenai River is being watched with wide interest by farmers 
and citizens of the adjacent towns. Prospects are for the usual boun-
tiful crops in the dyked land district. 

Lumbering is not very active, and production is on quite a 
limited scale. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

May -1959 

Federal 
Reserve 
Bank 

Visits to Banks Meetings Attended Addresses Made 
Federal 
Reserve 
Bank Member I Nonmember I Total Number i Attendance Number I Attendance 

Boston 45 6 49 2 1/ 1 70 
New York 110 75 185 10 5,452 2 687 
Philadelphia 62 14 76 6 2,268 1 55 
Cleveland 127 46 175 16 5,682 1/ y 

Richmond 57 24 61 9 2,450 2 80 
Atlanta 27 11 58 5 1,075 . 

Chicago 121 67 188 20 4,724 i 100 
St. Louis 57 96 155 10 4,256 5 1,020 

Minneapolis 165 195 558 9 1,285- 7 1,157 
Kansas City 48 65 111 14 2/4,629 4 595 
Dallas 28 1 29 2 1,600 — — 

San Francisco 47 9 56 21 2,866 5 215 

1/ Not stated. 
2/ Attendance not reported for one meeting 
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R-495 

For Immediate release June 27, 1939 

The Board of Governors of the Federal Reserve 

System today announced the appointment of J. B. Cozzo,' 

partner in the firm of Womack and Cozzo, building con-

tractors, Dallas, Texas, as a class "C" director of the 

Federal Reserve Bank of Dallas for the unexpired portion 

of the term ending December 51, 1940, 

% 
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STATEMENT CT THE FEDERAL OPEN MARKET COMMITTEE 

For release in morning newspapers 
of Friday, June SO, 1939, June 29, 1939 

As a result of a reduction in holdings of Treasury bills, 

this week's statement of condition of Federal Reserve banks shows a 

decline of #13,378,000 in the System Open Market Account, This is 

in accordance with action taken by the Federal Open Market Committee 

on June 21, 1939. For some time past,' Treasury bills have been 

purchased for the System*s account at or near a no-yield basis and 

the account at times has had difficulty in replacing its maturing 

bills. It was decided that it would serve no useful purpose to con-

tinue full replacement of maturing bills, the supply of vrhich is not 

always equal to the market demand. This action is in response to 

technical conditions in the bill market and does hot represent a 

change in general credit policy. 
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BOARD OF GOVERNORS H-4S7 

******** O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

H 
a o d r c i i o f f i c i a l c o r m i m n o t n o i 

t o t h e b o a r d 

June 29, 1939 

Dear S i r : 

In connect ion with t e l e g r a p h i c t r a n s -

a c t i o n s i n Government s e c u r i t i e s between Federal 

Reserve banks, the f o l l o w i n g code word has been 

des ignated to cover a new i s s u e of Treasury 

b i l l s : 

NUBHAM - Treasury b i l l s to 
be dated July ti, 1959, and 
to mature October 4 , 1939. 

ery t r u l y yours 

J• C» N o e l l , 
A s s i s t a n t Secretary 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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FEDERAL RESERVE SYSTEM 

January 4 , 1939 

W A S H I N G T O N 

O F T H E 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

370 

Dear S i r : 

Attached i s a copy o f a l e t t e r from Mr. Stewart McDonald, 
Administrator of the Federal Housing Adminis trat ion, reques t ing 
t h a t the Federal Reserve banks a s s i s t the Federal Housing Admin-
i s t r a t i o n by o b t a i n i n g such informat ion f o r the Adminis trat ion as 
i t may reques t from time to time i n regard to the e x p e r i e n c e , 
r eputa t ion and f i n a n c i a l r e s p o n s i b i l i t y of p r o j e c t sponsors . 

In t h i s connec t ion , i t i s noted from the minutes of the 
Conference of P r e s i d e n t s , he ld on Monday and Tuesday October 24 
and 25, t h a t i t was the consensus of the Pres idents ' t h a t the 
Federal Reserve banks should comply with r e q u e s t s of the Federal 
Housing Administrator f o r c r e d i t r e p o r t s but t h a t charges should 
be made f o r such r e p o r t s i n the amount of the a c t u a l expense i n -
vo lved , the minimum charge f o r a repor t to be #1 . 

f e r e n c e t h a t the Federal Reserve banks should cooperate wi th the 
Federal Housing Administrator i n f u r n i s h i n g him from time to time 
such information as they may be ab le to obta in i n regard to the 
e x p e r i e n c e , r eputa t ion and f i n a n c i a l r e s p o n s i b i l i t y of p r o j e c t 
sponsors . The Board does not f e e l , however, t h a t the banks 
should charge f o r inconsequent ia l expenses incurred i n complying 
with the reques t of the Administrator and f e e l s t h a t the banks 
should not adopt the p r a c t i c e of making a minimum charge o f $1 . 
I t i s understood, however, that o r d i n a r i l y i t r e q u i r e s the e x -
pendi ture of a cons iderab le amount of time and expense to obta in 
the informat ion d e s i r e d by the Federal Housing Administrator and 
under such c ircumstances the Board f e e l s that the Federal Re-
serve banks should seek reimbursement on the b a s i s o f t h e i r 
a c t u a l c o s t s . 

The Board concurs with the view of the P r e s i d e n t s ' Con-

Very t r u l y yours 

I n c l o s u r e 

Chester Morr i l l 
Secre tary . 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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FEDERAL HOUSING ADMINISTRATION 
Washington 

November 25, 1938. 

Honorable M, S. E c c l e s , Chairman 
Board of Governors of the 

Federal Reserve System 
Washington, D. C. 

Dear Mr. E c c l e s : 

Mr. Daiger has t o l d me of your conversat ion wi th him 
regarding a sugges t i on made at the recent conference of Reserve 
Bank p r e s i d e n t s to the e f f e c t that the Board of Governors i n -
s t r u c t the Federal Reserve banks as to the handl ing of c r e d i t 
i n q u i r i e s r ece ived from the Federal Housing Admini s tra t ion . 

In accordance with the sugges t ion that you in turn 
made t o Mr. Daiger , I am g i v i n g you t h i s explanat ion of why the 
c r e d i t information obtained f o r us by the Federal Reserve banks 
i s h e l p f u l t o us i n our l a r g e r insur ing o p e r a t i o n s , and why we 
should apprec ia te the continued cooperat ion of the banks in ob-
t a i n i n g f o r u s , in connect ion with these l a r g e r insur ing opera-
t i o n s , such c r e d i t information as they may have in t h e i r own 
f i l e s or as they may obta in through other banking or c r e d i t 
sources . 

As you know, our Rental Housing D i v i s i o n handles 
mortgage- insurance t r a n s a c t i o n s in two c a t e g o r i e s . In one of 
these the mortgages may run up t o $800 ,000 , in the o ther up t o 
$ 5 , 0 0 0 , 0 0 0 ; the average of the two, in a c t u a l p r a c t i c e , i s a t 
present around $500 ,000 . 

You w i l l s e e , both from the s i z e to which t h e s e r e n t a l 
p r o j e c t s may run and from the amount of the average mortgage i n -
sured, that the c r e d i t f a c t o r i s of more than ordinary importance 
in p r o t e c t i n g our mortgage-insurance fund in the f i r s t i n s t a n c e 
and in protec t ing the Treasury aga ins t l o s s in the f i n a l account-
ing . 

For the reasons I have r e l a t e d , I asked Mr. Daiger 
some time ago i f he would not undertake to supplement the c r e d i t 
information which our Rental Housing D i v i s i o n obta ins through the 
usua l repor t ing a g e n c i e s with information obtained through the 
Federal Reserve bank or branch in the d i s t r i c t in which the spon-
sors of these l a r g e r p r o j e c t s are l o c a t e d . We have made i t c l e a r , 
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in reques t ing the a s s i s t a n c e of the Reserve banks in t h i s mat-
t e r , tha t such c r e d i t information as they transmit t o us w i l l 
be t r e a t e d in the s t r i c t conf idence which i s customary in the 
handling of c r e d i t information and that we s h a l l of course be 
g lad to d e f r a y any expense which the banks may incur i n o b t a i n -
ing information f o r u s . 

What we d e s i r e in the case of each project , i s t o ob-
t a i n as much information as i s p r a c t i c a b l e with r e f e r e n c e t o the 
exper ience , r e p u t a t i o n , and f i n a n c i a l r e s p o n s i b i l i t y of the pro-
j e c t sponsors . The s e v e r a l Federal Reserve banks and branches 
from which we have obtained repor t s have been most c o o p e r a t i v e , 
and we are very g r a t e f u l f o r t h e i r a s s i s t a n c e . 

S i n c e r e l y yours , 

(Signed) Stewart McDonald 

Stewart McDonald 
Administrator 
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BOARD OF GOVERNORS 373 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e b i o f f i c i a l c o r r e s p o n d e n c e 
t o t h e b o a r d 

January 15, 1939 

Dear Sir: 

The question has been raised whether in view of the 

Board's letter, 8-139, of December 28, 1938, the Federal Re-

serve banks may now reimburse members of their staffs, who 

have heretofore attended the Graduate School of Banking at 

Rutgers University, for Registration and Resident and Exten-

sion tuition fees paid by them. 

statement accompanying the Board's letter of October 30, 1936, 

1-9729, became effective qs of December 28, 1938, and it was 

not the intention of the Board to make it retroactive. 

The revision of the first paragraph on page 3 of the 

i~» * r • DC? Vi-itvOL | 
Assistant Secretary 

L, P. Bethea 

TO THE. PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Reg. F-20 

INTERPRETATION OF LAW OR REGULATION 

(Copies t o be sent t o a l l Federal r e serve banks) 

January 12, 1959 

Honorable Pres ton Delano, 
Comptroller of the Currency, 
Washington,"D. C. 

Dear Mr. Delano: 

This r e f e r s t o Mr. Upham's l e t t e r of December 21, 1938, 
r e q u e s t i n g the Board1s v iews concerning a q u e s t i o n r a i s e d by 
Mr. , S p e c i a l Deputy Secretary o f Banking of 

, , w i t h r e s p e c t t o the i n t e r p r e t a t i o n 
of the f o l l o w i n g f o o t n o t e appended t o s e c t i o n s 12 and 10 (c ) of 
the Board's Regulat ion F: 

"This does not prevent the bank from i n - . 
v e s t i n g the funds of s evera l t r u s t s in a s i n g l e 
r e a l e s t a t e loan o f the kind which could be 
made by the bank under the p r o v i s i o n s of s e c -
t i o n 24 o f the Federal Reserve Act , as amended, 
i f the bank owns no p a r t i c i p a t i o n i n the loan 
and has no i n t e r e s t there in except as t r u s t e e 
or o ther f i d u c i a r y . " 

Af ter s t a t i n g t h a t the ( S t a t e ) law permits the investment of t r u s t 
funds i n r e a l e s t a t e l oans which a n a t i o n a l bank i s not permit ted 
to make under the p r o v i s i o n s of s e c t i o n 24 of the Federal Reserve 
Act, Mr. i n q u i r e s whether the forego ing f o o t n o t e prec ludes 
a n a t i o n a l bank from i n v e s t i n g t r u s t funds in r e a l e s t a t e l o a n s 
which comply wi th the S t a t e law with r e s p e c t to t r u s t inves tments 
but which could not be made by the bank because they r e p r e s e n t too 
l arge a percentage o f the appraised va lue o f the s e c u r i t y . 

The f o o t n o t e permits a n a t i o n a l bank t o i n v e s t funds o f two 
or more t r u s t s i n p a r t i c i p a t i o n s in a s i n g l e r e a l e s t a t e loan w i t h -
out regard t o the o therwise a p p l i c a b l e p r o v i s i o n s of s e c t i o n s 12 
and 1 0 ( c ) o f Regulat ion F r e q u i r i n g thpt the s e c u r i t i e s and i n v e s t -
ments of each t r u s t s h a l l be kept separate from those of a l l o ther 
t r u s t s and p r o h i b i t i n g the c o l l e c t i v e investment of t r u s t funds 
(except a s permit ted i n s e c t i o n 17, which r e l a t e s t o common t r u s t 
f u n d s ) . However, such permiss ion i s q u a l i f i e d and t r u s t funds can-
not be i n v e s t e d pursuant t h e r e t o u n l e s s (1) r e g a r d l e s s of what con-
s t i t u t e s a l e g a l investment f o r t r u s t funds under the laws of the 
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p a r t i c u l a r S t a t e , t h e loan a t l e a s t complies wi th the requirements 
of s e c t i o n 24 o f the Federal Reserve Act wi th r e s p e c t t o the kind 
of r e a l e s t a t e l oans which n a t i o n a l banks may make wi th t h e i r own 
funds , and (2) the bank owns no p a r t i c i p a t i o n i n the loan and has 
no i n t e r e s t t h e r e i n except a s f i d u c i a r y . The f o o t n o t e , o f course , 
has no bearing upon the type of r e a l e s t a t e l oans in which t r u s t 
funds may be i n v e s t e d except where funds of two or more t r u s t s are 
i n v e s t e d in p a r t i c i p a t i o n s i n a s i n g l e r e a l e s t a t e l o a n . 

Very t r u l y yours , 

(Signed) L. P. Bethea 

L. P. Bethea, 
A s s i s t a n t Secre tary . 

* 
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BOARD OF GOVERNORS s-145 

D P T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

a d d r e s s o f f i c i a l o o i i i » i i > o n d i n c i 
t o t h e b o a r d 

January 26, 1939. 

Dear S i r : 

From time to time i t has appeared t h a t the Board 
of Governors has n o t been promptly advised of amendments to 
the by-laws of the Federal Reserve banks and t h e i r branches. 

In order that the Board may r e c e i v e advice prompt-
l y i n a l l such c a s e s , i t w i l l be apprec iated i f you w i l l 
arrange t o have the Board n o t i f i e d a s soon as p o s s i b l e , 
through a separate communication on the s u b j e c t , whenever 
the by-laws have been amended. I t i s requested t h a t t h i s 
be done whether t h e change i s i n the by-laws of the Federal 
Reserve bank or i n the by-laws of a branch. 

When an amendment i s made to the by- laws of your 
bank, one copy of the complete by-laws as amended should be 
promptly forwarded t o the Board f o r i t s f i l e s , accompanied 
by a l e t t e r e x p l a i n i n g the changes. In the case of amend-
ments to the by- laws of a branch, the forwarding of a copy 
of the complete by- laws may, i f d e s i r e d , be d e f e r r e d u n t i l 
a f t e r the Board has approved the amendments. 

Very t r u l y yours , 

Chester M o r r i l l , 
Secretary• 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Reg. 0 -37 

INTERPRETATION OF LAV Op REGULATION 

(Copies t o be sent t o a l l Federal r e s e r v e banks) 

January 27, 1939 

Mr. . Cashier , 
Nat iona l Bank. 

- 1 1L n , » . 

pear S i r : 

Your l e t t e r s of October 17, 1938, and December 2 , 1938, 
addressed t o the Comptroller of the Currency, i n q u i r i n g whether a 
loan t o t h e w i f e of an e x e c u t i v e o f f i c e r of your bank would be i n 
v i o l a t i o n of s e c t i o n 22(g) of t h e Federal Reserve Act have r e c e n t -
l y been r e f e r r e d t o us f o r r e p l y . 

I t i s understood that the w i f e of a Vice P r e s i d e n t of 
your bank d e s i r e s t o obta in a loan from the bank t h e proceeds of 
which would be used by her husband. You s t a t e that she owns r e a l 
e s t a t e in her own name and i n add i t i on has bonds end s t o c k s i n her 
own name a l l of which would j u s t i f y a loan i r r e s p e c t i v e of the 
f i n a n c i a l r e s p o n s i b i l i t y of her husband. I t i s assumed t h a t her 
husband would not be l i a b l e , e i t h e r d i r e c t l y or i n d i r e c t l y , on the 
o b l i g a t i o n i n connect ion wi th such loan . 

Without at tempting t o prescr ibe any r u l e of genera l ap-
p l i c a b i l i t y wi th r e s p e c t t o the ques t ion whether l o a n s t o the w i f e 
of an e x e c u t i v e o f f i c e r of a member bank are p e r m i s s i b l e under s e c -
t i o n 22(g) of t h e Federal Reserve Act and t h e Board's Regula t ion 0 , 
in t h i s p a r t i c u l a r c a s e , i n view of the f a c t t h a t t h e w i f e of the 
e x e c u t i v e o f f i c e r has separate a s s e t s i n her own name s u f f i c i e n t 
t o j u s t i f y t h e loan and upon the assumption that t h e o f f i c e r w i l l 
not be l i a b l e in any way in connect ion w i t h t h e l o a n , t h e Board 
w i l l o f f e r no o b j e c t i o n t o the making of t h e proposed l o a n . 

Very t r u l y yours , 

(Signed) Chester M o r r i l l 

Chester M o r r i l l , 
S e c r e t a r y . 
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INTERPRETATION OF LAW OR REGULATION 

(Copies t o be sent t o a l l Federal Reserve banks) 

February 9 , 1959 

Mr. . 

Dear S i r : 

We r e g r e t t h a t pressure of other matters has p r e -
vented an e a r l i e r r e p l y to your l e t t e r o f December 20, 1958, 
addressed t o Chairman E c c l e s , i n which, i n connect ion with 
a common t r u s t fund proposed t o be operated by your c l i e n t , 

Trust Company, _________ you i n q u i r e con-
cerning the e f f e c t of the f o l l o w i n g p r o v i s i o n s of s e c t i o n 17 
of the Board's Regulat ion Fs 

"The t r u s t investment committee of a bank op-
e r a t i n g a Common Trust Fund s h a l l not permit any 
funds of any t r u s t t o be i n v e s t e d i n a Common Trust 
Fund i f i t has reason t o b e l i e v e that such t r u s t 
was not created or i s not be ing used f o r bona f i d e 
f i d u c i a r y purposes ." 

The f o r e g o i n g p r o v i s i o n s should be cons idered i n 
the l i g h t of the o ther p r o v i s i o n s of the same s e c t i o n , i n c l u d -
i n g t h e f o l l o w i n g : 

"The purpose of t h i s s e c t i o n i s to permit the 
use of Common Trust Funds, a s d e f i n e d i n s e c t i o n 
169 of the Revenue Act of 1956, f o r the investment 
o f funds he ld f o r t rue f i d u c i a r y purposes; and the 
operat ion of such Common Trust Funds as investment 
t r u s t s f o r o ther than s t r i c t l y f i d u c i a r y purposes 
i s hereby p r o h i b i t e d . " 

In amending Regulat ion F t o permit the operat ion of 
common t r u s t funds , the Board intended t h a t a common t r u s t 
fund should be used merely t o a i d i n the a d m i n i s t r a t i o n of 
t r u s t s by a t r u s t i n s t i t u t i o n through the commingled i n v e s t -
ment of funds of var ious t r u s t s and t h a t , whi le the operat ion 
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of a common t r u s t fund might thus enable a t r u s t i n s t i t u t i o n 
t o accept small t r u s t s which i t o therwise would be u n w i l l i n g 
t o handle , t r u s t g u i s e or form should not be used t o enable 
a t r u s t i n s t i t u t i o n t o operate a common t r u s t fund a s an i n -
vestment t r u s t a t t r a c t i n g money seek ing investment a lone and 
t o embark upon what would be i n e f f e c t the s a l e of p a r t i c i -
p a t i o n s i n a common t r u s t fund t o the publ i c as inves tments . 

In d e a l i n g wi th t h i s matter , i t appeared d e s i r a b l e 
t o use l a r g e l y genera l language, omi t t ing c e r t a i n e x a c t , a r -
b i t r a r y r e s t r i c t i o n s which might unduly hamper the use of 
common t r u s t funds f o r proper purposes , and, a c c o r d i n g l y , 
the above-quoted p r o v i s i o n s were incorporated i n the r e g u l a -
t i o n . By adopting t h i s approach, the Board p laced r e l i a n c e 
upon the e x e r c i s e of sound judgment and good f a i t h on the 
part of t r u s t i n s t i t u t i o n s and t h e i r t r u s t investment commit-
t e e s i n carrying out the broad i n t e n t and purposes of such 
p r o v i s i o n s . In determining whether a p a r t i c u l a r t r u s t i s 
created and used f o r "bona f i d e f i d u c i a r y purposes", i t i s 
necessary t o cons ider , i n the l i g h t of such i n t e n t and pur-
pose^ not on ly the terms o f the t r u s t instrument but a l s o 
other f a c t s and circumstances concerning the c r e a t i o n and use 
of the t r u s t . In t h i s connect ion , i t perhaps should be em-
phas ized t h a t the r e g u l a t i o n f o r b i d s the investment of funds 
of a t r u s t i n a common t r u s t fund i f the t r u s t investment 
committee "has reason t o b e l i e v e " t h a t the t r u s t does n o t 
conform. 

I t i s t r u s t e d that the forego ing comments may be 
of a s s i s t a n c e t o you i n connect ion with your problem. I f you 
have any f u r t h e r q u e s t i o n s , i t i s suggested t h a t they be 
taken up wi th the Federal Reserve Bank of , which 
w i l l submit than and a l l p e r t i n e n t f a c t s t o the Board i f i t 
appears n e c e s s a r y . 

Very t r u l y yours , 

(Signed) L. P. Bethea 

• L. P. Bethea, 
A s s i s t a n t Secre tary . 
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INTERPRETATION OF LAW OR REGULATION 

v (Copies t o be sent t o a l l Federal Reserve banks) 

1 March 1 , 1939. 

Mr. E. H. Gough, 
Deputy Comptroller of the Currency, 
Washington, D. C. 

Dear Mr. (tough: 

This r e f e r s t o your l e t t e r of February 1 , 1939, regard-
ing the request o f the Nat ional ________ Bank of . . 

. f o r adv ice as to the proper method of r e p o r t i n g repay-
ments on i n s t a l l m e n t l o a n s . This quest ion a r i s e s in connect ion 
with the r e v i s e d form of cond i t ion report and, a s s t a t e d in your 
l e t t e r , a l s o i n v o l v e s reports f o r the purpose of computing reserves* 

I t i s understood from your l e t t e r and from informat ion 
furn i shed by the Federal Reserve Bank of ____________ t h a t the N a t i o n a l 
________ Bank makes l oans which are payable in i n s t a l l m e n t s ; that 
when payments are rece ived a memorandum of the f a c t i s made on a 
card record and the payment i s entered i n a r e c e i p t book kept by 
the borrower but the amount o f the payment i s not entered or noted 
on the back of the n o t e ; and that t h e "bank c a r r i e s on i t s general 
l edger among i t s a s s e t s the t o t a l amount of these i n s t a l l m e n t loans 
and, in order t o show the amount of payments r e c e i v e d , c a r r i e s among 
i t s l i a b i l i t i e s the amount of payments r e c e i v e d . 

S ince t h e s e i n s t a l l m e n t s appear t o be payments on the note 
which, under the contract between the bank and the borrower, imme-
d i a t e l y reduce the unpaid balance of the loan when r e c e i v e d by the 
bank, they should not be reported as d e p o s i t s f o r re serve computa-
t i o n purposes . For your informat ion, in t h e c a s e o f a S t a t e member 
bank, we would take the p o s i t i o n that i n s t a l l m e n t payments of t h i s 
kind should not be reported in item 1 (c ) of schedule I of the con-
d i t i o n report but that- the net amount of the l oans a f t e r deduct ion 
of such payments should be reported in the statement of a s s e t s and 
in schedule A of the cond i t ion repor t . 

Very t r u l y yours , 

(Signed) L. P. Bethea 

L. P. Bethea, 
A s s i s t a n t S e c r e t a r y , 
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INTERPRETATION OF LAW OR REGULATION 

(Copies t o be sent t o a l l Federal Reserve banks) 

March 1 , 1939.. 

Mr. . V ice P r e s i d e n t , 
Federal Reserve Bank of , 

Dear Mr. 

This r e f e r s t o your l e t t e r of January 28 , 1939, and 
previous correspondence regarding the quest ion whether c e r t a i n 
repayments on i n s t a l l m e n t loans made by ___________ Trust Com-
pany, . . should be included in de-
p o s i t l i a b i l i t i e s in repor t s f o r re serve computation purposes 
and in c a l l r e p o r t s of c o n d i t i o n . 

We understand that the Trust Company u s e s s e v e r a l 
types of n o t e s i n i t s personal loan department and that t h e s e 
no te s f a l l i n t o two c l a s s e s f o r present purposes , namely, those 
providing f o r i n s t a l l m e n t payments and those providing f o r p e r i -
od ic d e p o s i t s by the borrower in an account which i s a s s igned 
t o the Trust Company as c o l l a t e r a l s e c u r i t y f o r the loan and 
which may be appl i ed t o the loan i f i t i s not paid at matur i ty . 

As a matter of convenience t o i t s e l f , the Trust Com-
pany accumulates amounts paid under the c l a s s of n o t e s providing 
f o r i n s t a l l m e n t payments in an account e n t i t l e d "Ins ta l lment 
payment fund" and makes e n t r i e s e x t i n g u i s h i n g the amount of the 
note and the accumulated payments from the r e s p e c t i v e accounts 
on ly a f t e r the f u l l amount of the loan has been pa id . S i n c e i t 
appears that under the contract embodied i n the note form the 
p e r i o d i c i n s t a l l m e n t s rece ived by the bank c o n s t i t u t e payments 
which, as between t h e Trust Company and the borrower, reduce 
the unpaid balance of the -loan a s soon as rece ived by the Trust 
Company, these i n s t a l l m e n t s do not c o n s t i t u t e d e p o s i t s and should 
not be inc luded in the depos i t l i a b i l i t i e s reported by the Trust 
Company f o r r e s e r v e computation purposes . Furthermore, i n pre-
paring c o n d i t i o n r e p o r t s , even though the i n s t a l l m e n t payments 
are carr ied on t h e Trust Company's books in a separate account 
and are not endorsed on the note a t the time of r e c e i p t , they 
should not be reported in item 1 (c ) "Repayments on i n s t a l l m e n t 
loans not app l i ed d i r e c t l y to loans" of schedule F "Time Depos-
i t s " , but should be deducted from the l oans and d i s c o u n t s of the 
bank and only the net f i g u r e should be reported in the s ta tement 
of a s s e t s and i n schedule A, item 10, 
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The other c l a s s of n o t e s provides f o r p e r i o d i c depos-
i t s in an account which i s ass igned t o the Trust Company as 
c o l l a t e r a l s e c u r i t y f o r the repayment of the l oan . Under the 
contract embodied in the note form used in connect ion w i t h t h e s e 
l o a n s , i t appears that the amounts depos i t ed i n the a s s i g n e d a c -
count do not reduce the unpaid balance of the loan but i n s t e a d 
i n c r e a s e the d e p o s i t balance in t h e account pledged as s e c u r i t y . 
As i n d i c a t e d in the r u l i n g publ ished a t page 538 of the Septem-
ber 1931 Federal Reserve B u l l e t i n and i n t h e Board's l e t t e r of 
February 5 , 1938 ( S - 7 2 ) , these as s igned d e p o s i t s should be i n -
cluded i n d e p o s i t l i a b i l i t i e s in reports f o r reserve computation 
purposes . L ikewise , they should be included in i tem 1 ( c ) o f 
schedule F in c a l l r e p o r t s of c o n d i t i o n . 

Very t r u l y yours , 

(Signed) L. P. Bethea 

L. P. Bethea, 
A s s i s t a n t S e c r e t a r y . 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

8-148 

A D D R E i * OFFICIAL C O R R E S P O N D E N C E 
TO T H E B O A R D 

March 6 , 1939. 

Dear S i r : 

The Board's l e t t e r of October 20 , 1932 
(X-7276) , requested t h a t funds contr ibuted by the 
Reserve bank t o t h e Federal Reserve c lub or s o c i e t y 
be accounted f o r s eparate ly from funds contr ibuted 
to the club by employees and t h a t a s tatement be 
s e n t t o the Board a t the end of each year showing 
the purposes f o r which the funds contr ibuted by 
the Reserve bank were expended# 

This matter has r e c e n t l y been reviewed, 
and you are adv i sed t h a t the annual repor t s h e r e t o -
f o r e submitted i n accordance with the Board's l e t -
t e r of October 20, 1932, may be d i scont inued . The 
Board's examiners w i l l , however, be expected to 
review expendi tures of funds contr ibuted t o Federal 
Reserve c lubs tjy the Reserve banks. 

Very t r u l y yours , 

L. P • Bethea, 
A s s i s t a n t Secre tary . 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Reg. U-27 

W A S H I N G T O N 

ADORCII orneiAL cannespaNOENec 
TO THE BOARD 

March 16, 1939 

Dear S i r : 

The Board, the Comptroller of the Currency, and the Federal 
Deposit Insurance Corporation have agreed upon c e r t a i n genera l p r i n c i p l e s 
f o r handl ing p o s s i b l e v i o l a t i o n s of Regulat ion U, the Board's r e g u l a t i o n 
r e l a t i n g t o loans by banks f o r the purpose of purchasing or carry ing 
s tocks r e g i s t e r e d on a n a t i o n a l s e c u r i t i e s exchange. These p r i n c i p l e s 
are as f o l l o w s : 

1 . Obtain compliance as f a r as p o s s i b l e by per -
suas ion , and do not burden a bank with l e g a l proceed-
i n g s u n l e s s i t shows t h a t i t i s not amenable t o other 
methods of c o r r e c t i o n . 

2 . Avoid as f a r a s p o s s i b l e any n e c e s s i t y f o r 
i n v e s t i g a t i o n of banks by the S e c u r i t i e s and Exchange 
Commission, which has c e r t a i n broad enforcement powers 
under the S e c u r i t i e s Exchange Act of 1954. 

3 . Arrange f o r examiners and bank superv i sory 
a u t h o r i t i e s t o f o l l o w , i n genera l , the same procedure 
as i n v i o l a t i o n s of other banking laws such as those 
r e l a t i n g t o i n t e r e s t on d e p o s i t s or purchase of s e -
c u r i t i e s . 

4 . Arrange f o r examiners t o report t o the 
Comptrol ler , the Federal Deposi t Insurance Corpora-
t i o n and the Federal Reserve banks, as the case may 
be , wi th t h e s e agenc ie s f e e l i n g f r e e t o present ques -
t i o n s t o the Board f o r i n t e r p r e t a t i o n whenever t h e y 
f e e l the need t o do s o . 

5 . Arrange t h a t when a case reaches a po int 
where l e g a l proceedings should bo i n s t i t u t e d , the 
Federal Reserve bank, i n t h e case of a S t a t e member 
bank, w i l l report d i r e c t l y t o the Board f o r the Board 
t o r e f e r the case t o the S e c u r i t i e s and Exchange 
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Commission or the Attorney General, depending upon 
whether c i v i l ( i n j u n c t i o n ) or cr iminal a c t i o n i s 
d e s i r a b l e ; and the Comptroller or the Federa l De-
p o s i t insurance Corporation, i n the casd of a na-
t i o n a l or insured nonmember bank, w i l l report d i r e c t l y 
t o the S e c u r i t i e s and Exchange Commission or the At-
torney General , i n accordance wi th t h e i r own judgment 
as t o whether c i v i l or cr iminal a c t i o n i s d e s i r a b l e , 
and w i l l send a copy of the r e p o r t . t o the Board f o r 
i t s in format ion . Arrange that the Board, f o r purposes 
of g e n e r a l in format ion , w i l l from time t o time adv i se 
the Comptroller of any c a s e s which the Board or the 

• Federal Depos i t Insurance Corporation has r e f e r r e d t o 
the S e c u r i t i e s and Exchange Commission or the Attorney 
General and which have not a lready been brought t o t h e 
a t t e n t i o n of the Comptrol ler , and l i k e w i s e w i l l adv i se 
the Federa l Deposi t Insurance Corporation of any such 
c a s e s which the Board or the Comptroller may have so 
r e f e r r e d and which have not a lready been brought t o 
the a t t e n t i o n of the Federal Deposit Insurance Corpora-
t i o n . 

6 . Encourage c l o s e informal cooperat ion between 
a l l the agenc ie s and t h e i r s t a f f s . 

I t w i l l be apprec iated i f you w i l l f o l l o w these genera l p r i n c i -
p l e s i n connect ion wi th p o s s i b l e v i o l a t i o n s of the r e g u l a t i o n ; and f o r your 
f u r t h e r in format ion i n t h i s r e s p e c t there are s e t f o r t h below the r e l e v a n t 
p o r t i o n s of a l e t t e r which the Board has p r e v i o u s l y addressed t o the Comp-
t r o l l e r of the Currency regarding such a p o s s i b l e v i o l a t i o n s 

"Reference i s made t o Deputy Comptroller 
' s l e t t e r of . regarding ques -

t i o n s w i t h r e s p e c t t o Regulat ion U which were r a i s e d 
by the June 6 , 1938 examination of the 
Nat iona l Bank, , . 

"I t i s understood that the bank made a loan on 
September 2, 1957, f o r the purchase of s tocks r e g i s -
t ered on a n a t i o n a l s e c u r i t i e s exchange, and t h a t 
whi l e the s t o c k s s erv ing as c o l l a t e r a l f o r the l o a n 
then had a market va lue of on ly $20 ,178 , the loan was 
i n the amount of $10 ,000 . At t h a t time the r e g u l a t i o n 
gave s tocks a maximum loan va lue of 45 per cen t of t h e i r 
market v a l u e . Accordingly , the $10,000 loan exceeded 
such maximum loan value by $920. 
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" E f f e c t i v e November 1, 1937, the loan value of 
s t o c k s f o r the purposes of Regulat ion U was changed 
t o 60 per cent of current market v a l u e . The market 
va lue of the c o l l a t e r a l in quest ion on November 1 , 
however, i s not i n d i c a t e d . 

"At the time of the examination on June 6 , 1938, 
the s t o c k s had a market value of $13 ,193 , 

"Questions are presented as t o whether the loan 
became conforming a s the r e s u l t of the change i n loan 
v a l u e s , as t o the e f f e c t of the d e c l i n e in the market 
va lue of the c o l l a t e r a l to $13 ,193 , and as t o the 
• reduct ion neces sary or the amount of the a d d i t i o n a l 
c o l l a t e r a l required to correc t 1 the v i o l a t i o n i f there 
was a v i o l a t i o n . 

"From the f a c t s as s t a t e d i t appears t h a t when 
the loan was made on September 2 i t v i o l a t e d Regula-
t i o n U because the loan exceeded the maximum loan 
value of the c o l l a t e r a l ; and t h i s v i o l a t i o n was not 
correc ted by the November 1 change in loan v a l u e s . 
Broadly s t a t e d , Regulat ion U d e a l s wi th the making 
of l o a n s and wi th the subsequent withdrawals and sub-
s t i t u t i o n s of c o l l a t e r a l but i t does not require a 
bank, i n the event of d e c l i n e s in the market va lue of 
c o l l a t e r a l , to reduce any l o a n , obta in a d d i t i o n a l c o l -
l a t e r a l f o r any outs tanding loan , or c a l l any outs tand-
ing l o a n . The p r o h i b i t i o n of the r e g u l a t i o n i s directed 
in the f i r s t i n s t a n c e aga ins t making a loan in e x c e s s 
of the maximum loan value of the c o l l a t e r a l , and 
s t r i c t l y as a matter of c o n s t r u c t i o n of the regula-> 
t i o n , the unlawful making of a loan would not be made 
l awfu l by a subsequent change in loan value of the 
c o l l a t e r a l , by a subsequent reduct ion in the amount 
of the loan* or by the pledge of a d d i t i o n a l c o l l a t -
e r a l . 

"With r e s p e c t t o the obta in ing of compliance 
wi th the r e g u l a t i o n , or more e x p l i c i t l y what should 
be done by the supervisory a u t h o r i t y i n the event of 
a p o s s i b l e v i o l a t i o n , you w i l l r e c a l l that some time 
ago r e p r e s e n t a t i v e s of your o f f i c e , the Federal De-
p o s i t Insurance Corporation and the Board d i s c u s s e d 
the matter of procedure wi th r e s p e c t t o such p o s s i b l e 
v i o l a t i o n s , wi th a view to securing u n i f o r m i t y , and 
th&t the consensus of the d i s c u s s i o n was o u t l i n e d in 
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t h e Board's l e t t e r t o you * * * , In genera l , t h i s 
procedure contemplated t h a t such p o s s i b l e v i o l a t i o n s 
would be handled i n the same manner as p o s s i b l e v i o -
l a t i o n s of o t h e r banking laws and t h a t compliance 
would be obta ined so f a r as p o s s i b l e by p e r s u a s i o n , 
p a r t i c u l a r l y where the v i o l a t i o n appeared t o the 
examiner t o be inadvertent a s d i s t i n g u i s h e d from a 
w i l l f u l d i sregard of the law and r e g u l a t i o n . 

"In the circumstances of the i n s t a n t c a s e , 
p a r t i c u l a r l y i n view of the smal l amount i n v o l v e d , 
i t i s q u e s t i o n a b l e what good purpose would be served 
by requir ing e i t h e r a reduct ion in the amount of the 
loan or the p ledge of a d d i t i o n a l c o l l a t e r a l . The 
important c o n s i d e r a t i o n , assuming t h a t the v i o l a t i o n 
was not w i l l f u l , would seem t o be t h a t the bank under-
stand c l e a r l y the prov i s ions of the law and r e g u l a -
t i o n s so t h a t such v i o l a t i o n s w i l l not occur i n the 
f u t u r e . On the other hand, in d i f f e r e n t c ircumstances , 
p a r t i c u l a r l y i f t h i s or other v i o l a t i o n s of Regulat ion 
U should seem to be i n d i c a t i v e of a w i l l f u l i n t e n t t o 
d i sregard s t a t u t o r y r e s t r i c t i o n s , more d r a s t i c meas-
ures might be requ ired ." 

ery truly vours 

L. P. Bethea , 
A s s i s t a n t S e c r e t a r y . 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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S-150 
Reg. T—85 

BOARD OF GOVERNORS 3 Q Q 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R f l l O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 17 , 1959. 

Dear S i r : 

There i s a t tached a copy of a r u l i n g 

which w i l l be publ ished i n the Federal Reserve 

B u l l e t i n regarding "Extension of Time by Commit-

t e e of Exchange a f t e r Orig inal Period Has Expired". 

I t w i l l be noted t h a t the a t tached r u l -

ing i s i n the form of a statement f o r the press 

which, however, i s not to be r e l e a s e d u n t i l the 

time s p e c i f i e d on the s tatement . 

Very 

L. P. Bethea, 
A s s i s t a n t Secre tary . 

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

FEDERAL RESERVE SYSTEM 

STATEMENT FOR THE PRESS 

For r e l e a s e in morning papers, 
Tuesday, March 21, 1939. 

The f o l l o w i n g r u l i n g w i l l appear in the Federal 

Reserve B u l l e t i n : 

Extens ion of Time by Committee of Exchange a f t e r 
Orig inal Period Has Expired. 

S e c t i o n 3(b) of Regulat ion T provides that when a 

customer e f f e c t s c e r t a i n t r a n s a c t i o n s in a general account the 

c r e d i t o r must obta in the depos i t of c e r t a i n cash or s e c u r i t i e s 

in t h e account , and must obta in such cash or s e c u r i t i e s be fore 

the e x p i r a t i o n of three f u l l bus iness days f o l l o w i n g the date 

of the t r a n s a c t i o n . S e c t i o n 3(e) provides that i f such cash 

or s e c u r i t i e s are not obtained w i t h i n the s p e c i f i e d per iod , 

c e r t a i n l i q u i d a t i o n s must be e f f e c t e d in the account during 

the per iod . S e c t i o n 3 ( f ) prov ides , however, as f o l l o w s : 

"Extensions of t i m e . - In e x c e p t i o n a l c a s e s , the 
three -day period s p e c i f i e d in s e c t i o n 3(b) may, on 
a p p l i c a t i o n of the c r e d i t o r , be extended f o r one or 
more l i m i t e d per iods commensurate wi th t h e circum-
s t a n c e s by any r e g u l a r l y c o n s t i t u t e d committee of a 
n a t i o n a l s e c u r i t i e s exchange having j u r i s d i c t i o n over 
the b u s i n e s s conduct of i t s members, of which exchange 
t h e c r e d i t o r i s a member or through which h i s t r a n s -
a c t i o n s are e f f e c t e d , provided such committee i s 
s a t i s f i e d that the c r e d i t o r i s a c t i n g in good f a i t h 
in making the a p p l i c a t i o n and that the c ircumstances 
are in f a c t except iona l and warrant such a c t i o n . " 

S e c t i o n 4 (c ) r e l a t i n g t o the s p e c i a l cash account 

provides t h a t , i n g e n e r a l , i f a customer does not make f u l l 
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cash payment f o r a s e c u r i t y purchased by him in the account 

w i t h i n seven days a f t e r the date on which the s e c u r i t y was 

purchased, t h e c r e d i t o r s h a l l promptly cancel or otherwise 

l i q u i d a t e the t r a n s a c t i o n . Another paragraph of t h e s e c t i o n 

s p e c i f i e s d i f f e r e n t per iods of time f o r c e r t a i n s p e c i a l t ypes 

of t r a n s a c t i o n s , and t h e s e c t i o n then provides: 

"If any r e g u l a r l y c o n s t i t u t e d committee of a 
n a t i o n a l s e c u r i t i e s exchange having j u r i s d i c t i o n 
over the bus ines s conduct of i t s members, of which 
exchange the c r e d i t o r i s a member or through which 
h i s t r a n s a c t i o n s are e f f e c t e d , i s s a t i s f i e d that 
the c r e d i t o r i s a c t i n g in good f a i t h in making t h e 
a p p l i c a t i o n , that the a p p l i c a t i o n r e l a t e s t o a 
bona f i d e cash t r a n s a c t i o n , and that e x c e p t i o n a l 
c ircumstances warrant such a c t i o n , such committee, 
on a p p l i c a t i o n of the c r e d i t o r , may (A) extend 
any per iod s p e c i f i e d in the two preceding para-
graphs f o r one or more l i m i t e d per iods commensurate 
w i th t h e c ircumstances , or (B) in the case of the 
purchase of a r e g i s t e r e d or exempted s e c u r i t y which 
has been e f f e c t e d by the customer in the account , 
author ize the t r a n s f e r of the t r a n s a c t i o n t o a 
general account or s p e c i a l omnibus account and the 
completion of the t r a n s a c t i o n pursuant t o t h e prov i -
s i o n s of t h i s r e g u l a t i o n r e l a t i n g t o such accounts ." 

The Board has r e c e n t l y been asked whether an a p p l i c a -

t i o n f o r such an ex tens ion of time pursuant t o s e c t i o n 3 ( f ) , or 

f o r an e x t e n s i o n of time or t r a n s f e r of a t r a n s a c t i o n pursuant 

t o s e c t i o n 4 ( c ) , may be approved by a bus ines s conduct committee 

a f t e r the e x p i r a t i o n of the period o r i g i n a l l y a p p l i c a b l e t o the 

t r a n s a c t i o n . 

I t i s the view of the Board t h a t such an a p p l i c a t i o n 

may not be granted a f t e r such period has expired . 
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Thus an a p p l i c a t i o n f o r an ex tens ion of the t h r e e -

day period a p p l i c a b l e t o a t r a n s a c t i o n i n the general account 

could not be approved by the committee a f t e r midnight of the 

t h i r d f u l l bus ines s day f o l l o w i n g the date of the t r a n s a c t i o n . 

S i m i l a r l y , in t h e case of a t r a n s a c t i o n in the s p e c i a l cash 

account t o which the standard seven-day period i s a p p l i c a b l e , 

an a p p l i c a t i o n f o r an ex tens ion of t ime or f o r a t r a n s f e r of 

t h e t r a n s a c t i o n should be passed upon by the committee not 

l a t e r than midnight of the seventh calendar day a f t e r the date 

of the t r a n s a c t i o n . In case an e x t e n s i o n of time has been 

granted f o r a p a r t i c u l a r t r a n s a c t i o n , any a p p l i c a t i o n f o r a 

f u r t h e r e x t e n s i o n or f o r a t r a n s f e r of the t r a n s a c t i o n should 

be r e c e i v e d and acted upon before the e x p i r a t i o n of the pr ior 

e x t e n s i o n . 

In order t o f a c i l i t a t e i t s cons idera t ion of the ap-

p l i c a t i o n s , each bus ines s conduct committee may, of course , 

f u r t h e r l i m i t the period f o l l o w i n g a t r a n s a c t i o n w i t h i n which 

i t w i l l r e c e i v e any such a p p l i c a t i o n . 
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I 

BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
TO T H E B O A R D 

March 21, 1939. 

Dear S i r : 

Attached i s a copy of a l e t t e r dated March 7 , 1939, 
from the Administrator of the United S t a t e s Housing Author i ty , 
r e q u e s t i n g advice a s t o whether i t would be p o s s i b l e f o r the 
Federal Reserve banks t o a c t as agents of the United S t a t e s 
Housing Authority i n connect ion with a proposed new plan f o r 
f u r n i s h i n g l o c a l housing agenc ie s with necessary funds f o r the 
c o n s t r u c t i o n of l ow-rent housing p r o j e c t s . 

The plan contemplates the s a l e of bonds by the l o c a l 
housing a g e n c i e s , the proceeds of such bond o f f e r i n g s to be 
d e p o s i t e d with the Federal Reserve banks and r e l e a s e d to l o c a l 
d e p o s i t a r i e s of the l o c a l housing a g e n c i e s on the s o l e order of 
the United S t a t e s Housing Authority from time to time as funds 
are needed f o r c o n s t r u c t i o n of the p r o j e c t s . 

The United S t a t e s Housing Act of 1937 s p e c i f i c a l l y d i -
r e c t s the Federal Reserve banks t o a c t a s d e p o s i t a r i e s , c u s t o -
d ians , and f i s c a l agents f o r the United S t a t e s Housing Author i ty , 
and the Board s e e s no o b j e c t i o n to the Federal Reserve banks 
a c t i n g i n the capac i ty requested i n the a t tached l e t t e r . 

I t i s understood t h a t , i f i t appears to be necessary 
or d e s i r a b l e , e x i s t i n g agreements between the r e s p e c t i v e banks 
and the Authority w i l l be modif ied t o such e x t e n t a s may be 
appropriate or new agreements w i l l be entered i n t o t o cover 
the performance of these s e r v i c e s . 

Vezy t ru ly yoi 

L. P. Bethea, 
A s s i s t a n t S e c r e t a i y . 

Enclosure 
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COPY 
DEPARTMENT OF THE INTERIOR 

UNITED STATES HOUSING AUTHORITY 
Washington 

March 7, 1959. 

Gentlemen: 

The plan of f i n a n c i n g contemplated by the United S t a t e s 
Housing Authority pr ior t o the present time a n t i c i p a t e d t h a t i t 
would be neces sary f o r the United S t a t e s Housing Author i ty to l end 
to publ ic housing a g e n c i e s 90% of the development c o s t of l ow-
rent housing p r o j e c t s . The remaining 10% was to be r a i s e d from 
sources o ther than the United S t a t e s Housing Author i ty . The e n -
t i r e 100% was t o be represented by bonds of the housing a g e n c i e s . 
Under such a p lan , i t was p o s s i b l e f o r the United S t a t e s Housing 
Authori ty , and i t has been our p r a c t i c e , to advance funds from 
time to time as needed. Prospec t ive i n v e s t o r s had no o b j e c t i o n 
to the d e p o s i t of the proceeds of the bonds they were to purchase 
( represent ing only 10% of the loan) i n the l o c a l banks which 
acted as d e p o s i t a r i e s f o r the housing a g e n c i e s . 

At the present t ime, we expect the housing a g e n c i e s to 
be ab le to s e l l bonds r e p r e s e n t i n g as much as 95% of the c o s t o f 
the p r o j e c t s t o p r i v a t e i n v e s t o r s , the bonds t o carry an i n t e r * 
e s t r a t e lower than the minimum r a t e a t which we are author ized 
to lend funds . One o b s t a c l e to such a plan i s the r e f u s a l o f 
prospec t ive i n v e s t o r s to permit the immediate d e p o s i t of the en-
t i r e proceeds of t h e s a l e of such bonds i n the l o c a l d e p o s i t a r i e s . 
Bond i s s u e s of l o c a l a u t h o r i t i e s w i l l amount to s e v e r a l m i l l i o n s 
of d o l l a r s i n many c a s e s , and the prospec t ive purchasers are un-
w i l l i n g to have the e n t i r e amount depos i t ed i n l o c a l banks during 
the e n t i r e c o n s t r u c t i o n per iod . In a d d i t i o n , i t i s contemplated 
t h a t the bond o f f e r i n g s of the l o c a l a u t h o r i t i e s w i l l be c o o r d i -
nated so t h a t the t o t a l o f f e r i n g s a t one t ime may be as much as 
$200 ,000 ,000 . The p r o s p e c t i v e i n v e s t o r s have suggested t h a t t h i s 
money could be depos i t ed i n s e v e r a l New York banks, but we are 
u n w i l l i n g to have such an amount represent ing a l a r g e part of 
our present program on d e p o s i t i n one or s e v e r a l banks a t any 
one t ime. For t h e s e reasons , we f i n d i t necessary to ask your 
advice as t o whether i t w i l l be p o s s i b l e f o r the Federal Reserve 
Banks to a c t a s our agents i n carrying out the f o l l o w i n g plan. 

The publ ic housing a g e n c i e s (which are publ ic bod ie s of 
the s e v e r a l s t a t e s , created under s t a t e enabl ing a c t s ) w i l l au-
t h o r i z e t h e i r bonds and a d v e r t i s e them f o r s a l e . A f t e r b ids have 
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been r e c e i v e d and the bonds awarded, we w i l l make arrangements 
with the Federal Reserve Bank f o r the Federal Reserve D i s t r i c t i n 
which the l o c a l housing agency i s s i t u a t e d to accept the d e p o s i t 
of the proceeds of the s a l e of such bonds of the l o c a l housing 
agency. These proceeds w i l l be he ld by the p a r t i c u l a r Federal 
Reserve Bank f o r r e l e a s e , on the s o l e order of the United S t a t e s 
Housing Author i ty , from time to time as funds are needed f o r con-
s t r u c t i o n of the p r o j e c t s . As funds are r e l e a s e d on the order 
of the United S t a t e s Housing Authori ty , they w i l l be d e p o s i t e d 
i n the l o c a l d e p o s i t a r i e s of the housing a g e n c i e s . Such r e l e a s e s 
w i l l be i n s i z a b l e amounts est imated a t #100,000 or more f o r a v e r -
age p r o j e c t s , and w i l l be supplemented from time to time with 
funds r e p r e s e n t i n g a d d i t i o n a l bond purchases ty the United S t a t e s 
Housing Authority i n the manner provided by our present arrange-
ments with the Federal Reserve Banks. Under the proposed p lan , 
the same amount of money w i l l be depos i ted i n and disbursed from 
l o c a l banks as would have been depos i t ed i n and disbursed from 
l o c a l banks under our present p lan . 

Upon r e c e i p t of advice that the procedure proposed above 
i s agreeable to you, we w i l l communicate with the s e v e r a l Federal 
Reserve Banks and arrange the necessary d e t a i l s . 

F a i t h f u l l y yours , 

(Signed) Nathan Straus 

NATHAN STRAUS, 
Administrator . 

Board of Governors of the 
Federal Reserve System, 

Federal Reserve Bui ld ing 
Washington, D. C. 
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$-152 " 
Reg. A-6 

INTERPRETATION OF LAW OK REGULATION 

(Copies to be s e n t t o a l l Federal Reserve banks) 

March 20, 1959. 

Mr. 

Dear Mr. 

This r e f e r s to your l e t t e r of March 8 , 1959, present ing the 
q u e s t i o n whether n o t e s g iven by c r e d i t unions to banks as ev idence of 
l oans made t o them can be d i scounted with Federal Reserve banks. You 
enc losed with your l e t t e r a copy of a l e t t e r dated February 9, 1959, 
from Mr. . A s s i s t a n t General Manager, _________ Mutual S o c i e t y , 

, with r e f e r e n c e t o t h i s q u e s t i o n . 

While i t i s the usual p r a c t i c e of the Board of Governors to 
pass upon q u e s t i o n s on ly upon the b a s i s of a f u l l and d e f i n i t e s t a t e -
ment of the f a c t s of an a c t u a l c a s e , i n t h i s i n s t a n c e i t i s b e l i e v e d 
t h a t c e r t a i n genera l p r i n c i p l e s can be s t a t e d which may be of a s s i s t -
ance to Mr. with r e s p e c t t o t h i s matter. 

Although the ques t ion presented i n your l e t t e r i s r e s t r i c t e d 
to whether n o t e s g iven by c r e d i t unions to banks tian be d i scounted 
with Federal Reserve banks, i t i s assumed t h a t you d e s i r e t o be ad-
v i s e d concerning any method by which such n o t e s may be used as a 
b a s i s f o r the e x t e n s i o n o f c r e d i t by Federal Reserve banks to member 
banks. Sec t ion 10(b) of the Federal Reserve Act , which s e c t i o n was 
f i r s t enacted i n 1952 and has subsequently been amended, now author-
i z e s advances by a Federal Reserve bank to a member bank on the l a t -
t e r ' s promissory n o t e , f o r per iods n o t exceeding four months and a t 
r a t e s not l e s s than one-ha l f of one per cent h igher than the d i s c o u n t 
r a t e f o r e l i g i b l e paper, on any s e c u r i t y which i s s a t i s f a c t o r y to the 
Federal Reserve bank. I f a note g iven by a c r e d i t union to a member 
bank as ev idence of a loan made to i t by the bank should be c o n s i d -
ered by the Federal Reserve bank as s a t i s f a c t o r y c o l l a t e r a l f o r an 
advance to the member bank, such a note could be used a s c o l l a t e r a l 
s e c u r i t y f o r an advance under s e c t i o n 1 0 ( b ) , and t h i s would be true 
r e g a r d l e s s o f the use which the c r e d i t union made of the proceeds of 
the loan by the member bank. 

With r e f e r e n c e t o the ques t ion whether n o t e s g iven by c r e d -
i t unions to member banks are e l i g i b l e f o r d i scount with the Federal 
Reserve banks, i t w i l l be observed from the enc losed copy of the 
Board's Regulat ion A, that Federal Reserve banks are author ized by 
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law to d i s count f o r member banks, under c e r t a i n r e s t r i c t i o n s and l i m i -
t a t i o n s , commercial, a g r i c u l t u r a l and i n d u s t r i a l paper. The f a c t 
t h a t l oans t y c r e d i t unions t o t h e i r members were made f o r provident 
or product ive purposes would not i n i t s e l f make the paper ev idenc ing 
such l o a n s e l i g i b l e f o r d i s count by a Federal Reserve bank. However, 
i f the proceeds of a loan made by a member bank to a c r e d i t union were 
a c t u a l l y used tay the c r e d i t union t o make loans f o r e l i g i b l e purposes 
i t would be p o s s i b l e f o r a Federal Reserve bank to d i s count f o r a mem-
ber bank a note ev idenc ing such a l o a n to the c r e d i t union i f the note 
complied i n o ther r e s p e c t s with the law and the r e g u l a t i o n and was 
acceptab le from a c r e d i t s tandpoint . 

Although i t does not seem probable t h a t the usua l c r e d i t 
union would be engaged i n a type o f b u s i n e s s which would cause i t s 
n o t e s to a member bank to be e l i g i b l e f o r d i s c o u n t , there may p o s s i -
bly be c a s e s where the no te s o f , t h e c r e d i t union would be e l i g i b l e . 
In any p a r t i c u l a r c a s e , of course , the quest ion whether paper o f f e r e d 
f o r d i scount meets the requirements as to e l i g i b i l i t y and whether i t 
i s acceptab le from a c r e d i t s tandpoint i s one f o r the c o n s i d e r a t i o n 
of the Federal Reserve bank a t the time the paper i s o f f e r e d , i n the 
l i g h t of a l l of the c ircumstances of the case . 

In seeking to determine whether the n o t e s of any p a r t i c u -
l a r c r e d i t union are e l i g i b l e f o r d i s c o u n t , your a t t e n t i o n i s i n v i t e d 
to two r u l i n g s of the Board of Governors which may have some bear ing 
on the q u e s t i o n , At page 1190 of the enc losed copy o f the Federal 
Reserve B u l l e t i n f o r December 1957, the Board publ i shed a r u l i n g t o 
tiie e f f e c t t h a t a borrowing f o r the purpose of making a purchase of 
goods i s a borrowing f o r a commercial purpose, whether the borrower 
in tends t o use the goods h imse l f or to r e s e l l them. In t h i s r u l i n g 
the Board a l s o s t a t e d t h a t t h e note of a f i n a n c e company g iven to a 
member bank, the proceeds of which are loaned t o o ther borrowers who 
use the funds thus obta ined t o purchase goods f o r use or consumption, 
w i l l be e l i g i b l e f o r d i scount by a Federal Reserve bank i f the note 
meets the a p p l i c a b l e requirements o f the r e g u l a t i o n as to maturity 
and i n o ther r e s p e c t s . Another r u l i n g on t h i s s u b j e c t appears a t 
page 86 o f the February 1958 Federal Reserve B u l l e t i n , a copy o f 
which i s a l s o enc lo sed . 

I t i s hoped t h a t t h i s information w i l l be of a s s i s t a n c e t o 
you i n answering Mr. ' s inqu izy . However, i f you should have 
any f u r t h e r q u e s t i o n s , p l e a s e f e e l f r e e t o communicate wi th us aga in . 

Very t r u l y y o u r s , 

(Signed) L. P. Bethea 

L. P. Bethea, 
A s s i s t a n t S e c r e t a r y . 
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Sec . 11 (m) FRA-2 

INTERPRETATION OF LAW OR REGULATION 

(Copies to be s e n t t o a l l Federal Reserve banks) 

March 20, 1939. 

Mr. , Vice P r e s i d e n t , 
Federal Reserve Bank of . 

Dear Mr. : 

Reference i s made t o your l e t t e r of March 3 , 1939, with 
r e s p e c t to s e c t i o n 11(m) of the Federal Reserve Act , which provides 
i n part a s f o l l o w s : 

" . . . l oans secured by s tock or bond c o l l a t e r a l 
made by member banks . . . , but no such loan s h a l l be 
made by any such bank to any person i n an amount i n e x -
c e s s of 10 per centum of the unimpaired c a p i t a l and 
surplus of such bank . . . " 

Although o ther p r o v i s i o n s of s e c t i o n 11(m) a u t h o r i z e the 
Board of Governors to p lace c e r t a i n l i m i t a t i o n s on the aggregate 
amount o f member banks' l oans secured by s tock or bond c o l l a t e r a l , 
a c t i o n by the Board t o impose such an aggregate l i m i t a t i o n i s n o t 
a p r e r e q u i s i t e to the operat ion o f the 10 per c e n t l i m i t a t i o h 
quoted above. 

I t i s a s e t t l e d p r i n c i p l e of the law a p p l i c a b l e to p a r t -
nersh ips t h a t each general partner i s i n d i v i d u a l l y l i a b l e f o r the 
debts o f the partnersh ip . Accordingly , the Board agrees wi th the 
view expressed by counse l to your bank t h a t , i f a person i s a gen-
e r a l partner i n an un l imi ted partnership and a S t a t e member bank 
already has outs tanding t o the partnership l o a n s on s tock or bond 
c o l l a t e r a l i n an amount equal to 10 per cent o f the bank's unim-
paired c a p i t a l and surp lus , the quoted p r o v i s i o n f o r b i d s the bank 
to make any a d d i t i o n a l loan on such c o l l a t e r a l t o one of the gen-
e r a l par tners . 

I t i s assumed, of course , t h a t the l o a n s are not secured 
by Government o b l i g a t i o n s and hence do not g e t the b e n e f i t of the 
25 per cent s p e c i a l loan l i m i t s p e c i f i e d i n s e c t i o n l l ( m ) f o r l o a n s 
on such s e c u r i t i e s . 

Very t r u l y yours , 

(Signed) L. P. Bethea 

L. P. Bethea, 
A s s i s t a n t Secre tary . 
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BOARD O F G O V E R N O R S S-154 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E I I O F F I C I A L C O R R C a P O N D E N C C 
TO T H E I O A R D 

March 23, 1939 

Dear S i r 

There have been forwarded to you today under separate cover 
the i n d i c a t e d number of c o p i e s o f the s i x forms a t tached h e r e t o , f o r 
the use o f S t a t e bank members and t h e i r a f f i l i a t e s i n submit t ing r e -
ports a s of the n e x t c a l l date: 

Number of 

Form F. R. 105, Report of cond i t i on of S t a t e bank member. 

Form F. R. 105b (Schedule "0"), Loans and advances t o 
a f f i l i a t e s and investments in and l oans secured by o b l i -
g a t i o n s of a f f i l i a t e s . 

Form F. R. 105e , P u b l i s h e r ' s copy of report of c o n d i t i o n 
o f S t a t e bank member. 

Form F. R. 220, Report of a f f i l i a t e or ho ld ing company 
a f f i l i a t e . 

Form F. R. 220a, P u b l i s h e r ' s copy of report of a f f i l i a t e 
or ho ld ing company a f f i l i a t e . 

Form F. R. 220b, I n s t r u c t i o n s f o r preparat ion of r e p o r t s 
of a f f i l i a t e s and ho ld ing company a f f i l i a t e s . 

No change has been made i n any of the forms except form 
F. R. 105e . On t h a t form a n o t a r y ' s j u r a t has been added f o l l o w i n g 
the s i g n a t u r e s o f the bank o f f i c e r s and d i r e c t o r s , a l s o f o l l o w i n g 
the c e r t i f i c a t e of p u b l i c a t i o n on the reverse s i d e , with a no te to 
the e f f e c t t h a t the j u r a t need not be executed i f not required by 
the S t a t e banking department. Prov i s ion has a l s o been made i n the 
c e r t i f i c a t e of p u b l i c a t i o n f o r the s ignature of e i t h e r an o f f i c e r 
of the bank or an o f f i c e r of the newspaper. The execut ion of the 

c o p i e s Form 
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C e r t i f i c a t e of p u b l i c a t i o n by e i t h e r one may be accepted by Federal 
Reserve banks. The changes on form F. R. 105e were made a t the sug-
g e s t i o n of a number of Federal Reserve banks, i n order t o f a c i l i t a t e 
the s i n g l e , j o i n t p u b l i c a t i o n of cond i t ion repor t s rendered by S t a t e 
bank members to t h e i r r e s p e c t i v e Federal Reserve banks and S t a t e 
banking departments. 

There i s e n c l o s e d a memorandum with r e s p e c t to the p r i n c i -
pal i tems t h a t were i n c o r r e c t l y reported in the December 31, 1938, 
c a l l r e p o r t s of S t a t e bank members. 

.y yours , 

L. P. Bethea, 
A s s i s t a n t Secretary 

Enclosures 7 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BAMS 
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S-154-a 

MEMORANDUM IN CONNECTION WITH CONDITION 
REPORTS OF STATE BANK MEMBERS 

March 25, 1959. 

Schedule A. "Loans and d i scounts" . Amounts reported 
a g a i n s t i tem 5 , "Other loans f o r the purpose of purchasing or 
carrying s t o c k s , bonds, and other s e c u r i t i e s " , should inc lude 
l oans made t o enable persons to purchase s t o c k s , bonds and other 
s e c u r i t i e s , l oans f o r t h i s purpose t h a t have been renewed, and 
borrowings f o r the purpose of providing funds t o pay o f f i n d e b t -
edness incurred i n purchasing s e c u r i t i e s . I f a person borrows 
f o r b u s i n e s s purposes and use s s t o c k s , bonds or o ther s e c u r i t i e s 
as c o l l a t e r a l , such l oans should be reported a g a i n s t i tem 1 , 
"Commercial and i n d u s t r i a l loans" . S i m i l a r l y , borrowings f o r 
a g r i c u l t u r a l purposes should be reported a g a i n s t i tem 2, "Agri-
c u l t u r a l loans" , even though secured by s t o c k s , bonds, or o ther 
s e c u r i t i e s . Loans to i n d i v i d u a l s f o r the purpose o f enabl ing 
them to purchase household equipment or automobi les , to repa ir 
or r e p a i n t t h e i r homes, to pay medical and educat iona l expenses , 
to provide funds f o r v a c a t i o n , e t c . , should be reported a s "All 
o ther loans" a g a i n s t i tem 8 of the schedule , even though secured 
by s t o c k s , bonds, or o ther s e c u r i t i e s . 

I f no informat ion i s a v a i l a b l e as to the purpose of a 
g iven loan t h a t i s a lready outs tanding , f o r the reason t h a t the 
loan i s an o l d one or f o r some other reason, the loan may be 
presumed (even though secured by s t o c k s and bonds) t o be "com-
mercia l and i n d u s t r i a l " i f the borrower i s a b u s i n e s s e n t e r p r i s e 
and "agr i cu l tura l" i f the borrower i s a farmer. I f no informa-
t i o n i s a v a i l a b l e a s t o the purpose of a loan to a borrower o ther 
than a b u s i n e s s e n t e r p r i s e , farmer, or bank, and the loan i s s e -
cured by s t o c k s and bonds, i t may be regarded as having been made 
f o r the purpose of enabl ing the borrower to purchase or carry 
s t o c k s , bonds, and other s e c u r i t i e s . 

Schedule B. "Bonds. S tocks , and Other S e c u r i t i e s " . The 
only s e c u r i t i e s now outstanding which can properly be reported 
a g a i n s t i tem 1 ( b ) ( 4 ) of Schedule B are (1) n o t e s i s s u e d by the 
Commodity Cred i t Corporation, (2) n o t e s i s s u e d by the United 
S t a t e s Housing Author i ty , and (5) Mutual Mortgage Insurance Fund 
debentures i s s u e d by the Federal Housing Adminis trat ion f o l l o w -
ing f o r e c l o s u r e of insured mortgages. 

The only s e c u r i t i e s now outs tanding which can properly 
be reported a g a i n s t i tem 5 ( a ) ( 5 ) of Schedule B are debentures of 
Federal Home Loan banks and n o t e s of t h e Federal Nat ional Mortgage 
A s s o c i a t i o n . 
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The amount reported a g a i n s t item 6 of Schedule B should 
be c o n s i s t e n t with the f i g u r e s reported under item 1 ( b ) . Item 6 
should, t h e r e f o r e , inc lude a l l o b l i g a t i o n s of the Reconstruct ion 
Finance Corporation as shown a g a i n s t item 1 ( b ) ( 1 ) , a l l o b l i g a t i o n s 
of the Commodity Credi t Corporation included i n item 1 ( b ) ( 4 ) , and 
any Home Owners' Loan Corporation bonds and Federal Farm Mortgage 
Corporation bonds maturing i n 1 9 3 9 - 1 9 4 5 inc luded i n i tems 1 ( b ) ( 2 ) 
and 1 ( b ) ( 3 ) . 

The amount reported a g a i n s t i tem 7 should be c o n s i s t e n t 
with the f i g u r e s reported under i tem 5 ( a ) . Item 7 should , t h e r e -
f o r e , inc lude a l l o b l i g a t i o n s of the Federal Intermediate Credi t 
banks as shown a g a i n s t item 5 ( a ) ( 2 ) , a l l debentures of Federal 
Home Loan Banks inc luded i n i tem 3 ( a ) ( 3 ) , and such o b l i g a t i o n s 
of the Federal Nat iona l Mortgage A s s o c i a t i o n inc luded i n i tem 
3 ( a ) ( 3 ) a s mature i n 1959 - 1945. 

Unal located va lua t ion a l lowances on l oans and i n v e s t -
ments. Allowances which have been s e t up a g a i n s t t o t a l l o a n s , 
t o t a l s e c u r i t i e s or c e r t a i n groups of loans and s e c u r i t i e s , should 
be a l l o c a t e d on an approximate b a s i s , f o r the purpose of the con-
d i t i o n r e p o r t , a g a i n s t the appropriate i tems of Schedules A and B. 
(See th i rd paragraph on page 11 and second paragraph on page 14 
of i n s t r u c t i o n s , form F. R. 105a . ) S ta te bank members may, i f 
they wish , show i n parentheses to the l e f t of the extended f i g u r e s 
in Schedules A and B, the amounts of u n a l l o c a t e d r e s e r v e s deducted 
from the a p p l i c a b l e i tems i n the schedules . 

Memorandum item 52. "Secured and preferred l i a b i l i t i e s " . 
The f i g u r e s reported under item 52 should represent the amounts 
of secured and preferred l i a b i l i t i e s , not the amounts of a s s e t s 
pledged a g a i n s t such l i a b i l i t i e s . 

A l l d e p o s i t s secured by pledged a s s e t s , i n c l u d i n g those 
s tanding to the c r e d i t of the t r u s t department, should be reported 
a g a i n s t item 3 2 ( a ) . 
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S-155 
Reg. L-7 

INTERPRETATION OF LAW OR REGULATION 

(Copies t o be sent t o a l l Federal Reserve banks) 

March 2 8 , 1939. 

Mr. . Vice P r e s i d e n t , 
Federal Reserve Bank of . 

Dear Mr. ' 

Careful cons idera t ion has been g i v e n t o your l e t t e r of 
March 7 , 1939, and e n c l o s u r e s , regarding the Clayton Act s t a t u s of 
Mr. _____________________ who i s a partner in the f i rm of -

Co. and a d i r e c t o r of Trust Company, 

The quest ion i s whether the t r u s t company i s "engaged in a 
c l a s s or c l a s s e s of bus iness" in which the f i rm i s engaged, w i t h i n 
the meaning of s e c t i o n 3 ( d ) ( 4 ) of Regulat ion L, and in t h i s connec-
t i o n i t appears that there are only three i tems in the statement of 
the t r u s t company t o which t h i s phrase might be a p p l i c a b l e : the de-
p o s i t of one corporat ion , aga ins t which no checks are drawn; 44 de-
p o s i t s of i n d i v i d u a l s which "are handled f o r the Trust Company by 
The Nat iona l ' Bank w ; and c e r t a i n l oans on 
s tock or bond c o l l a t e r a l , a l l but one of which are loans t o p r o t e c -
t i v e committees f o r which the t r u s t company i s a c t i n g as d e p o s i t a r y , 
the l oans being secured by the s e c u r i t i e s so depos i t ed . 

The ques t ion presented i s s i m i l a r to that which has been 
considered by the Board in a number of cases where an i n d i v i d u a l was 
serv ing a t r u s t company engaged almost e n t i r e l y in trus t business, and a 
commercial bank. In each of those c a s e s i t appeared that both i n s t i -
t u t i o n s were engaged t o a c e r t a i n ex tent in the same c l a s s e s of b u s i -
n e s s , and the Board found that the corresponding p r o v i s i o n of the 
s t a t u t e (paragraph (5 ) ) was not a p p l i c a b l e . 

You are f a m i l i a r w i th the experience of the Board in apply-
ing the i n d e f i n i t e standards which were contained in t h i s s t a t u t e 
before i t was r e w r i t t e n by the Banking Act of 1935. Those standards 
were found to be unworkable and extremely u n s a t i s f a c t o r y not o n l y 
from the s tandpoint of the Board but more p a r t i c u l a r l y from the stand-
point of the d i r e c t o r s , o f f i c e r s and banks a f f e c t e d , s i n c e no one 
could know whether h i s s e r v i c e s were l e g a l u n t i l he had furn i shed f u l l 
information and submitted the matter to the d i s c r e t i o n of the Board i n 
Washington. I t wys f o r t h i s reason that the s t a t u t e was complete ly re 
v i s e d in 1935 so as t o prescr ibe a s e t of d e f i n i t e r u l e s . 
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I f the Board should decide that the small amount of b u s i -
nes s which e x i s t s in the present case did not render the s t a t u t e 
i n a p p l i c a b l e , i t would be necessary in o ther c a s e s to dec ide whether 
a s l i g h t l y l a r g e r amount should produce a d i f f e r e n t r e s u l t . The i s -
sue then would not be whether the two i n s t i t u t i o n s were engaged i n 
any of the same c l a s s e s of b u s i n e s s , but whether they were engaged 
in the same c l a s s e s of bus ines s to such an ex tent that the i n t e r l o c k -
ing r e l a t i o n s h i p s would, in the opinion of the Board, produce a s i t u a -
t i o n which would be i n c o n f l i c t w i t h one or more of the o b j e c t i v e s of 
the s t a t u t e . These o b j e c t i v e s , moreover, are themselves i n d e f i n i t e , 
s ince s e c t i o n 8 , as r e v i s e d in 1935, does not even conta in the refer-* 
ences t o " s u b s t a n t i a l competit ion" and the "public i n t e r e s t " which i t 
formerly conta ined . Such a d e c i s i o n , t h e r e f o r e , by re in troduc ing an 
i n d e f i n i t e standard, would carry wi th i t a l l the d isadvantages of the 
former procedure. 

The standard prescr ibed in paragraph (6) i s d e f i n i t e , and 
the Board's exper ience in adminis ter ing t h i s s t a t u t e has shown beyond 
any doubt t h a t a s e t of d e f i n i t e r u l e s produce f a r fewer u n s a t i s f a c -
tory r e s u l t s than one which requ ires a long-range appra i sa l of the 
f a c t s in each c a s e . No r u l e s of general a p p l i c a t i o n can produce u n i -
formly p e r f e c t r e s u l t s , and the Board b e l i e v e s t h a t the d i r e c t o r s and 
o f f i c e r s of member banks w i l l f a r e much b e t t e r under r u l e s which ob-
v i a t e the inconvenience and u n c e r t a i n t y which were inherent in the 
former procedure. 

For t h e s e reasons the Board b e l i e v e s , c o n s i s t e n t l y w i t h i t s 
previous r u l i n g s in s i m i l a r c a s e s , that Mr. ' s r e l a t i o n -
sh ips are not excepted from the p r o h i b i t i o n s of the s t a t u t e . 

Very t r u l y yours , 

(Signed) L. P. Bethea 

L, P. Bethea, 
A s s i s t a n t S e c r e t a r y . 
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BOARD OF GOVERNORS S-156 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

A D D R E S S O F F I C I A L O O R R I M D N O C N O t 
TO T H E B O A R D 

Apri l 6 , 1959. 

Dear S i r ; 

This r e f e r s to the Board's Regulat ion G, S e r i e s of 1952, 
r e l a t i n g to the red i scount of n o t e s secured by adjus ted s e r v i c e 
c e r t i f i c a t e s . 

I t appears from the records of the Board t h a t the Fed-
e r a l Reserve banks do not hold a t t h i s time any n o t e s secured by 
adjus ted s e r v i c e c e r t i f i c a t e s and t h a t no such n o t e s have been 
rediscounted with a Federal Reserve bank f o r a number of y e a r s . 
In a d d i t i o n , as you know, the law provides f o r the payment of an 
adjus ted s e r v i c e c e r t i f i c a t e by the Veterans Adminis trat ion a t 
the opt ion of the ve teran hold ing the c e r t i f i c a t e , and a veteran 
may obta in from the Veterans Administrat ion a loan on h i s c e r -
t i f i c a t e . While banks may s t i l l make loans on the s e c u r i t y of 
adjus ted s e r v i c e c e r t i f i c a t e s , i t seems improbable, i n a l l the 
c ircumstances , t h a t a Federal Reserve bank w i l l be c a l l e d upon 
t o red i s count a note secured by an adjusted s e r v i c e c e r t i f i c a t e . 
Accordingly , the Board has today repea led i t s Regulat ion G, 
S e r i e s of 1932. 

In the event t h a t you should r e c e i v e an a p p l i c a t i o n 
f o r the red i scount of a note secured by an adjus ted s e r v i c e c e r -
t i f i c a t e , i t i s reques ted that you handle such a p p l i c a t i o n under 
the p e r t i n e n t p r o v i s i o n s of law i n the same manner as you would 
i f the p r o v i s i o n s of Regulat ion G were s t i l l i n e f f e c t . 

Very t r u l y yours , 

A s s i s t a n t Secre tary , 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS S-15? 

O F T H E 

ADDRlll OFFICIAL CORRKIPONDCNOE 
TO THE BOARD 

A p r i l 8 , 1939. 

Dear S i r : 

The Board concurs in the a c t i o n of the Conference of 
P r e s i d e n t s he ld March 6 , 1939, in approving the f o l l o w i n g r e c -
ommendations of the Standing Committee on C o l l e c t i o n s , contained 
in i t s report dated January 14, 1930. Paragraph numbers r e f e r 
t o corresponding numbers i n the Committee's r e p o r t . 

(3) Country i tems payable i n own Federal Reserve bank 
or branch t e r r i t o r y 

That each Federal Reserve bank and branch g i v e 
de ferred c r e d i t of not t o exceed two b u s i n e s s days f o r 
a l l country i tems payable i n i t s own t e r r i t o r y , regard-
l e s s of whether such Items are rece ived from i t s own 
member banks or from other Federal Reserve banks and 
branches and t h e i r d i r e c t rout ing member banks. 

(4) Items payable o u t s i d e own Federal Reserve bank o r 
branch t e r r i t o r y 

That each Federal Reserve bank and branch g i v e 
de ferred c r e d i t of not t o exceed three b u s i n e s s days 
f o r a l l i tems payable o u t s i d e of i t s own t e r r i t o r y when 
r e c e i v e d from i t s own member banks. 

(5) and (6) Items routed d i r e c t e i t h e r by ordinary or 
a i r mai l 

That each Federal Reserve bank and branch g i v e 
de ferred c r e d i t of not t o exceed three b u s i n e s s days 
from date of d i s p a t c h f o r a l l i tems routed d i r e c t e i t h e r 
by ordinary or a i r mail t o o ther Federal Reserve banks 
and branches, provided, however, that one and two-day 
deferred c r e d i t from date of d i spa tch be g iven f o r t h o s e 
i tems which can be c o l l e c t e d in one and two days . 
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(7) Member banks' own d r a f t s on t h e i r commercial bank 
correspondents 

That each Federal Reserve bank and branch g ive 
deferred c r e d i t based on a c t u a l t r a n s i t time f o r mem-
ber banks' own d r a f t s on t h e i r commercial bank corre -
spondents . 

(10) Amend paragraph (c) of S e c t i o n 2 of Regulat ion D 

That, a t an appropriate t ime, to be determined 
by the Board of Governors, Regulat ion D be amended t o 
agree w i th Regulat ion J as i t r e l a t e s t o u n c o l l e c t e d 
funds . 

(11) Telegraphic a d v i c e s regarding dishonored items 

That no wire c o s t s be absorbed in connect ion 
with t e l e g r a p h i c adv ices regarding dishonored i tems 
r e c e i v e d from a d i r e c t rout ing bank or from a Federal 
Reserve bank or branch. 

(12) Absorption of shipping charges on currency and co in 
r e c e i v e d from nonmember r e m i t t i n g banks 

That no s t e p s be taken a t t h i s time t o br ing 
about un i formi ty of p r a c t i c e on the part of Federal 
Reserve banks w i th regard t o the absorpt ion of s h i p -
ping expense on currency and co in rece ived from non-
member r e m i t t i n g banks. 

(13) Cash l e t t e r s prepared by n a t i o n a l l y known corpora-
t i o n s 

That, w h i l e there i s no o b j e c t i o n t o the ac -
ceptance by Federal Reserve banks from t h e i r member 
banks of d e p o s i t s of checks where the cash l e t t e r s 
are prepared by n a t i o n a l l y known corporat ions but ac -
t u a l l y depos i t ed by the member banks, no arrangements 
be made w i t h member banks f o r the acceptance of depos-
i t s of checks d i r e c t l y from such corporat ions them-
s e l v e s f o r the c r e d i t of the member banks without f i r s t 
s ecur ing opin ion of counsel that such acceptance i s not 
in v i o l a t i o n of laws r e l a t i n g t o branch banking. 

(23) Subcommittee of the Standing Committee on C o l l e c -
t i o n s 

That a Subcommittee of the Standing Committee 
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on C o l l e c t i o n s c o n s i s t i n g of three persons , who are not 
members of the Standing Committee on C o l l e c t i o n s and who 
can devote t h e i r e n t i r e time to the development of the 
subjec t and a comprehensive report thereon, be appointed 
by the Conference of P r e s i d e n t s to make a study of the 
check c o l l e c t i o n system in i t s e n t i r e t y t o determine what 
improvements may be made. 

The recommendations contained in paragraphs (8) and (9) 
with re spec t t o an amendment t o Regulat ion J and a change in the 
check c o l l e c t i o n c i r c u l a r r e l a t i n g to d i r e c t rout ing and the r e c -
ommendations contained in the report of the Committee of Counsel , 
paragraphs (14) t o ( 2 2 ) , are now under c o n s i d e r a t i o n . You w i l l 
be advised wi th r e s p e c t to these recommendations a t an e a r l y date . 

The Board understands that the Standing Committee on 
C o l l e c t i o n s and the Committee of Counsel w i l l meet in Chicago on 
Apr i l 19 f o r the purpose of cons ider ing the proposed r e g u l a t i o n 
on noncash c o l l e c t i o n s , amendments to Regulat ion J , and changes 
in the uniform paragraphs of the cash and noncash c o l l e c t i o n c i r -
c u l a r s . In the c ircumstances , i t i s assumed that no Federal Re-
serve bank w i l l make any of the changcs which have been suggested 
in i t s cash or noncash c o l l e c t i o n c i r c u l a r s or in a v a i l a b i l i t y 
schedules u n t i l a f t e r these meetings have been h e l d . 

In forwarding the rev i s ed time schedules between Fed-
era l Reserve bank and branch c i t i e s to the Board f o r approval , i t 
w i l l be apprec iated i f at the same time you w i l l send us .copies 
of the cash and noncash c o l l e c t i o n c i r c u l a r s w i th the proposed 
changes incorporated t h e r e i n in order that the Board may have an 
opportunity to review them before they are r e l e a s e d . 

Very t r u l y yours , 

L. P. Bethea, 
A s s i s t a n t S e c r e t a r y . 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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BOARD OF GOVERNORS 

O F T H E 
S-158 FEDERAL RESERVE SYSTEM 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 13, 1939 

Dear Sir: 

For your information there is en-

closed a copy of a letter sent today to 

Mr. Harrison, President of the Federal Re-

serve Bank of New York. 

Enclosure 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
EXCEPT NEW YORK 

V.ery truly yours 

L. P. Bethea, 
Assistant Secretary 
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April 13, 1939. 

Mr. George L. Harrison, President, 
Federal Reserve Bank of New York, 
33 Liberty Street, 
New York City. 

Dear Mr. Harrison: 

As you know, the reports of the Committee on Branch, 
Group, and Chain Banking were never formally adopted by the 
Federal Reserve Board and with a few exceptions they have not 
been made available to persons outside the System. These few 
exceptions, however, have resulted in academic or press cita-
tions which have inspired a considerable number of requests for 
access to the reports. 

In order to make the useful material in t h e s e reports 
available without discrimination, it is suggested that respon-
sible persons be permitted to use them at the libraries of the 
Board or Reserve banks so far as such use will not interfere 
with regular operations. Attention of persons using the reports 
should be directed, however, to the fact that they were prepared 
as research reports for the information of the Board but were 
not adopted or approved by the Board as an official expression 
of its views. Citations of the reports should reflect this 
limitation. A notice to this effect probably should be attached 
to each of the reports. 

A copy of our reply to Mr. of 
U n i v e r s i t y , who requested the use of one of the reports, is en-
closed. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
S-159 

W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 17, 1939. 

Bear Sir: 

The Board has received replies from all of the Federal Re-
serve banks to its letter of March 15, 1939, (R-423) with respect to 
the suggestion that the Board furnish copies of the Federal Reserve 
Bulletin to out-of-town branches of member banks. 

All but one of the banks were in favor of some libeializa-
tion of the present arrangement under which one copy of the Federal 
Reserve Bulletin is sent to each member bank without charge. Some of 
the bankd suggested, however, that no distinction should be made be-
tween branches located in the head office city of the member bank and 
out-of-town branches and that consideration be given to the advisabil-
ity of sending the Bulletin to branches of member banks, regardless 
of location, that carry on substantial banking activities and are more 
than offices for the receipt of deposits and the cashing of checks. 

Accordingly, the Board has decided that in the future, it 
will send a copy of the Bulletin to each domestic branch of a member 
bank, the business of which, in the opinion of the Federal Reserve 
bank, is sufficiently important to justify the Board in making a copy 
of the Bulletin available to the managing officer of the branch, ex-
cept that not more than 50 copies will be sent to the branches of any 
one member bank. It will be appreciated, therefore, if you will send 
to the Board a list of the names and addresses of the branches of mem-
ber banks in your district to which you feel copies of the Bulletin 
should be sent in accordance with this policy. 

The suggestion was also made by a Federal Reserve bank that 
it might be desirable to furnish the larger member banks with addi-
tional copies of the Bulletin for the use of officers and departments 
of the head office. The Board has given consideration to this sugges-
tion but has found it impossible to determine upon a satisfactory basis 
upon which such additional copies could be sent. 

ours, 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS. Digitized for FRASER 
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O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

-160 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 21, 1959. 

Dear Sir: 

One of the Federal Reserve banks has inquired of the 
Board of Governors whether a thesis on some phase of banking or 
credit written by an officer or employee of a Federal Reserve 
bank for the purpose of meeting the graduation requirements of 
the Graduate School of Banking comes within the purview of the 
Board's letters relating to the submission to the Board of ad-
dresses by officers and employees of Federal Reserve banks and 
whether an advance copy of the thesis should be sent to the Board 
of Governors. 

The Board does not regard Graduate School of Banking 
theses as being covered by the letters above referred to. It is 
of the opinion, however, that the officer or employee should 
make it entirely clear in the preface or foreword to his thesis 
that he assumes full responsibility for the statements contained 
therein, that any opinions expressed are his own personal views 
formulated on the basis of an independent study of the subject, 
and that the thesis does not in any way express or reflect the 
opinions or policies of the Federal Reserve bank or the Board 
of Governors. 

ery truly yours 

L. P. Bethea, 
Assistant Secretary. 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

S-161 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 26, 1939. 

Dear Sir: 

In the enclosure which accompanied the Board's letter X-9474 
of January 31, 1936, it was stated that, regardless of whether or not 
a member bank desires to have allowable deductions from gross demand 
deposits taken into consideration in the determination of its reserve 
requirements, it must show tl) gross demand deposits, (2) balances 
subject to immediate withdrawal due from other banks, (5) cash items 
in process of collection, and (4) time deposits, in the required re-
ports of deposits submitted to the Federal Reserve bank for reserve 
computation purposes. It was further stated, however, that, in such 
reports of deposits, cash items forwarded to a correspondent bank for 
collection and credit and charged to "due from banks" may be included 
in "balances subject to immediate withdrawal due from other banks" 
instead of in "cash items in process of collection". 

Recently there has been raised the question whether or not 
the Board's letter X-9474 was intended to mean that member banks must 
without exception report as "cash items in process of collection" any 
cash items sent to Federal Reserve banks and in process of collection. 
As you know, it is a common practice for country member banks to make 
no distinction, on their books, between cash items with Federal Re-
serve 'banks in process of collection and collected reserve balances; 
that is to say, they commonly debit "Reserve with Federal Reserve 
bank" as soon as the cash items are sent to the Federal Reserve bank 
for collection and credit. Such action does not, of course, affect 
the amount of reserve balances used in determining whether or not the 
bank has a deficiency in reserves, because the figures used for that 
purpose are the collected reserve balances reflected by the books of 
the Federal Reserve bank. 

You are advised that, for the purpose of the reports of de-
posits above referred to, the Board's letter X-9474 should be inter-
preted to mean that cash items with Federal Reserve bank in process 
of collection need be reported as "cash items in process of collection" 
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only if shown as such on the member bank's books. Permission to follow 
the same procedure in submitting condition reports on Form F. R. 105 
will be incorporated in the letter sending out the forms for the next 
call. Items with the Federal Reserve bank in process of collection if 
shown separately on the bank's books may, of course, be deducted from 
gross demand deposits to obtain net demand deposits on which reserves 
are computed, and member banks should be encouraged to make the segre-
gation, but they should not be required to do so. 

Very truly yours 

L. P. Bethea, 
Assistant Secretary. 

# 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

S-162 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

April 29, 1939. 

Dear S i r : 

At the close of the year 1938 certain questions arose in 
connection with the termination of custody of Federal Reserve notes, 
collateral, and other property held by Federal Reserve agents who were 
going out of office. There have also been occasions in the past when 
a retiring Federal Reserve agent has asked the Board for suggestions 
as to a procedure which he might follow in terminating his custody of 
property held by him in his capacity as Federal Reserve agent. For 
the information and records of your office, it may be said that the 
following suggestion, based upon the Board's past consideration of 
this matter, is one method which may be used in the future, if de-
sired, in connection with the transfer of Federal Reserve notes, col-
lateral, and other property from a retiring Federal Reserve agent to 
his successor: 

The auditing department of the Federal Reserve bank should 
prepare an instrument certifying the amounts of Federal Reserve notes, 
collateral, and other property in the various accounts in the Federal 
Reserve agent's department for which he is responsible as of the close 
of business on the last day of official duty of the agent. This cer-
tificate should be signed by the auditor and should be attested by the 
outgoing Federal Reserve agent and, with respect to property held in 
joint custody, by the joint custodians. Counsel for the Federal Re-
serve bank should then prepare a receipt in duplicate based upon the 
certificate prepared by the auditing department. 

In the event the outgoing Federal Reserve agent is to be 
immediately succeeded by a new Federal Reserve agent, such receipt 
should be signed by the incoming Federal Reserve agent on the day he 
executes the oath of office and enters upon his duties. One of the 
duplicate originals of such receipt should be delivered to the out-
going Federal Reserve agent. In cases where an outgoing Federal Re-
serve agent is not immediately succeeded by a new agent, the ranking 
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assistant Federal Reserve agent should execute the receipt in duplicate 
and one of the duplicate originals should be delivered to the outgoing 
Federal Reserve agent. In such a case, upon the appointment of a nev? 
Federal Reserve agent, the procedure outlined in the preceding para-
graph should be followed, with a certificate and receipt prepared as 
of the day the new Federal Reserve agent executes his oath of office 
and enters upon his duties. A duplicate original of this receipt, 
properly executed by the new agent, should be delivered to the rank-
ing assistant Federal Reserve agent,. 

Copies of such receipts and documents need not be forwarded 
to the Board, but it will be appreciated in each case if the Board is 
advised in general terms of what has been done. 

In all cases counsel for the Federal Reserve bank should be 
consulted in connection with the preparation of such documents as may 
be utilized in this connection. 

As indicated above, the procedure outlined is not prescribed 
but merely suggested as one method which may be used; and any procedure 
may be followed which is satisfactory to the parties concerned and is 
approved by counsel for the Federal Reserve bank. 

Very truly your 

L. P. Bethea, 
Assistant Secretary. 

TO ALL FEDERAL RESERVE AGENTS 
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Reg. Q-36 

INTERPRETATION OF LAW OR REGULATION 

(Copies to be sent to all Federal Reserve banks) 

May 15, 1939 

Mr. , Vice President, 
Bank & Trust Company, 

> 

> • 

Dear Mr. : 

This refers to your letter of May 3, addressed to , with 
regard to the question whether the practice described in an enclosed clipping 
from the (newspaper) is in conflict with Regulation Q of the Board of Governors 
of the Federal Reserve System. 

It appears from the clipping that depositors who have special check-
ing accounts in a member bank are offered a credit of $1 for the introduction 
to the bank of depositors who open new special checking accounts. This amount 
may be given in the form of cash or in the form of ten free checks, for which 
these depositors would ordinarily pay 10 cents each. The plan is apparently 
a temporary one, expiring June 17, 1939. 

The Federal Reserve Act forbids the direct or indirect payment of 
interest on demand deposits and the Board's Regulation Q provides that "Within 
this regulation, any payment to or for the account of any depositor as compen-
sation for the use of funds constituting a deposit shall be considered interest." 
The amount of $1, which is given by the bank to a depositor for bringing in a 
new deposit account, is not compensation for the use of the funds constituting 
the deposit account of such depositor but apparently is for the service which 
he renders in introducing the new depositor to the bank. Such a service con-
ceivably might be rendered by any person, whether or not a depositor. Likewise, 
it does not appear that the payment is one which should be regarded as compen-
sation for the use of the funds constituting the account of the new depositor, 
as it does not inure to his benefit but is made to the person who introduces 
him. 

Accordingly, it is the view of the Board of Governors, on the basis 
of the information enclosed with your letter, that the payment in question is 
not a payment of interest within the meaning of the statute or the Board's Reg-
ulation Q. 

Very truly yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Assistant Secretary. 
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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

S-164 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 12, 1959 

Dear Sir: 

At the Conference of Presidents on March 6, 1959, approval 
was given to a recommendation of the Leased Wire Committee that tele-
grams between Federal Reserve banks and branches now being sent over 
commercial wires be sent over the Federal Reserve leased wires, except 
in cases where undesirable circuitous routing is involved, and that 
a charge be made for the service on the basis of commercial wire rates. 
This action was taken by the Conference with the understanding that 
telegraphic advices between Federal Reserve banks and branches regard-
ing dishonored items would continue to be sent over the leased wires 
and that charges for such advices would be assessed. The Board of 
Governors approves these suggested changes and has amended the regu-
lations set forth in its letter of May 2, 1958, 8-95, regarding tele-
graphic transfers of funds and the Federal Reserve leased wires to 
read as follows, effective July 1, 1959: 

1. The leased wires should be used for all telegrams 
between the Federal Reserve banks and branches, unless 
these wires are overcrowded or transmission over the leased 
wires would involve undue delay or undesirable circuitous 
routing. 

2. Telegraphic transfers between Federal Reserve banks 
and branches of bank balances in multiples of $1,000 will 
be made for member banks without charge. Such transfers 
will be made for and paid to member banks only. The term 
"bank balance" shall be construed to mean an accumulation 
of funds comprising an established account carried by one 
bank with another bank. The descriptive data in telegrams 
transferring such bank balances without charge must be lim-
ited to the name of the sending member bank, name of its 
correspondent member bank requesting the transfer, name of 
the member bank receiving credit, and name of its corre-
spondent member bank. 
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3. When a Federal Reserve bank makes a charge 
against a member or nonmember clearing bank in connection 
with a telegram sent to or received from another Federal 
Reserve bank or branch, such charge should be based on 
the commercial wire rate (without tax on messages trans-
mitted over the leased wires) regardless of whether the 
message is transmitted over leased or commercial wires. 
Proceeds of such charges shall be retained in each case 
by the Federal Reserve bank assessing the charge. 

4. The Federal Reserve code, including test word, 
must be used for all messages involving the transfer of 
funds. 

5. In addition to the usual mail advice to the 
bank receiving credit for telegraphic transfers of funds, 
immediate advice by telegraph, or otherwise, should be 
given by the Federal Reserve bank receiving the trans-
fer in cases where the sending bank or the credited bank 
has stated that other than the usual mail advice is nec-
essary, or where the nature of the transaction or the 
amount involved indicates that the additional expense 
is justified, as to which the receiving Federal Reserve 
bank will exercise its discretion. All such wire ad-
vices should be at the expense of the bank receiving 
credit and, therefore, should be sent collect. 

6. Requests for telegraphic transfers of funds 
for consummation on date of receipt should not be ac-
cepted by Federal Reserve banks later than thirty (50) 
minutes prior to the closing hour of the Federal Re-
serve bank to which transfer is to be made. Any tele-
graphic transfers of funds requested after such time 
will be made at the discretion of the Federal Reserve 
bank receiving credit. 

7. Except where a loss might be involved, the 
mails rather than the leased wires shall be used for 
reconciling exceptions in accounts between Federal 
Reserve banks. 

8. Any loss resulting from negligence on the 
part of the Federal Reserve System in the transmission 
of telegrams transferring funds over the leased wires 
through relay stations shall be borne by the sending 
Federal Reserve bank, unless responsibility can be 
definitely placed upon the Federal Reserve bank to 
which the telegram was addressed. 
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9. Telegrams must be worded as concisely as possible. 
Telegrams should not be sent when communication by mail 
will suffice. For the purpose of enforcing these regula-
tions, provision should be made in each Federal Reserve 
bank so that any misuse of the leased wires will be brought 
to the attention of a designated officer for reference to 
the originating department, or, in the case of incoming 
messages, to the sending Federal Reserve bank. 

The following paragraphs under the respective headings 
should be included by all Federal Reserve banks in their circulars 
to member and nonmember clearing banks relating to telegraphic trans-
fers of funds: 

Transfers of Bank Balances for Member Banks 

1. Telegraphic transfers between Federal Reserve banks 
and branches of bank balances in multiples of $1,000 will 
be made for member banks without charge. Such transfers 
will be made for and paid to member banks only. The term 
"bank balance" shall be construed to mean an accumulation 
of funds comprising an established account maintained by a 
member bank with its Federal Reserve bank or with another 
member bank. 

2. The descriptive data in telegrams transferring 
bank balances without charge must be limited to the name 
of the sending member bank, name of its correspondent 
member bank requesting the transfer, name of the member 
bank receiving credit, and the name of its correspondent 
member bank. 

3. Transfers for the benefit or use of an individual, 
firm, corporation, or nonmember bank and transfers of the 
proceeds of individual collection items or individual cash 
letters will not be made without charge. 

Other Transfers 

1. Telegraphic transfers of funds for any purpose 
and in any amount and without limitation as to descriptive 
data will be made for and paid to member banks subject in 
each case to a charge which will approximate but not ex-
ceed the commercial wire rate for the telegram or tele-
grams involved in the transfer. While such transfers 
will be accepted from and paid to member banks only, they 
may be for the use of any bank, individual, firm or 
corporation. 
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2. Telegraphic transfers of bank balances in multi-
ples of $100 will be made for nonmember clearing banks 
subject to a charge as outlined in the preceding paragraph. 
Such transfers will be accepted from any member bank for 
the credit of any nonmember clearing bank, and from any 
nonmember clearing bank for the credit of any member bank 
or any other nonmember clearing bank. 

3. Member and nonmember clearing banks should pre-
pay the cost of telegrams requesting transfers that are 
subject to a charge, and telegrams to member and nonmem-
ber clearing banks advising of credit will be sent 
"collect". 

Liability of the Federal Reserve Bank 

The Federal Reserve Bank of will use 
due diligence and care in the transfer of funds by tele-
graph to the receiving Federal Reserve bank for credit 
to the account of the payee bank, but will not be re-
sponsible for errors or delays caused by circumstances 
beyond its control. 

Very truly yours, 

Chester Morrill, 
Secretary. 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BOARD OF GOVERNORS 
O F T H E 

FEDERAL RESERVE SYSTEM 
W A S H I N G T O N 

S-165 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

June 20, 1939. 

Dear Sir: 

In the Board's letter of March 15, 1937, X-9841, you were 
advised that the Board did not feel it would be warranted in asking 
for Congressional authority to destroy records accumulated by the 
Federal Reserve agents in the performance of certain nonstatutory 
functions for the full period from the date of the organization of 
the Federal Reserve banks to the date of the transfer of the non-
statutory duties of the agents to the banks until after a lapse of 
a reasonable period of time following the transfer. It appears to 
the Board that sufficient time has now elapsed to warrant its mak-
ing such request but it does not feel that authority should be re-
quested at this time to destroy any bank examination reports. 

While authority will be requested to destroy other records 
from the date of the organization of the Federal Reserve banks to 
the date of the transfer of the nonstatutory duties of the agents 
to the banks, no records should, of course, be destroyed until after 
they have been held for the minimum retention period recommended in 
the report, dated June 11, 1936, of the Committee on the Destruction 
of Records maintained by the Federal Reserve banks nor until their 
destruction has been authorized by the Board. The minimum retention 
periods recommended in the Committee's report, in so far as they re-
late to the nonpermanent records accumulated by the Federal Reserve 
agents in performing nonstatutory duties, are shown in the attached 
statement (Exhibit I). 

As mentioned in the Board's letter X-9841, Congressional 
approval need not be obtained for the destruction of books, periodi-
cals, newspapers, etc., that have been printed by others for general 
distribution, or for the destruction of surplus copies of like mate-
rial printed at your bank for general distribution. It is also unnec-
essary to obtain Congressional approval for the destruction of auditing 
records, as such records are accumulated by the Chairman of the Board 
of Directors, not the Federal Reserve agent. It is intended, however, 
to request authority at this time, as mentioned in the Board's letter 
X-9841, for the destruction of nonpermanent records accumulated in 
connection with Federal Reserve note issues, in accordance with the 
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retention schedule in the Committee's report which is shown in the 
attached statement (Exhibit 2). 

It is quite possible that, in addition to the records 
which were included, in the Committee's report, authority may be 
desired to destroy other records accumulated by the agents in per-
forming both statutory and nonstatutory duties. For example, the 
Committee, as stated on page 5 of its report, made no recommenda-
tions with respect to statistical reports received from sources 
outside the System and it would appear desirable for each agent 
to have such reports reviewed at this time. It will be appreci-
ated if you will furnish the Board with a list of any records not 
included in the Committee's report which are now recommended for 
destruction. 

The list of additional records recommended for destruc-
tion should show the title or description of the records, whether 
the material consists of "original" or "duplicate" copies, the 
period covered, the retention period recommended, and the approx-
imate quantity of the records in linear feet. A sample of each 
item (preferably not a blank form), marked with an identification 
number, should accompany the list. It will not be necessary, how-
ever, to submit at this time samples of any items recommended for 
destruction in the Committee's report (see Exhibits 1 and 2) as 
such records are practically the same at all Reserve banks and it 
is our present intention to request one Federal Reserve Agent to 
submit a consolidated list, with samples, which will suffice for 
all agents. A similar procedure was recently followed in making 
a request for authority to destroy certain fiscal agency records 
(see Board's letter R-55-9 of December 14, 1938). 

After recommendations for the destruction of additional 
records and the consolidated list referred to above are received, 
the Board will request authority from the joint Congressional Com-
mittee through the Archivist of the United States for the destruc-
tion of such records of the Federal Reserve agents as it appears 
desirable to destroy. 

Very truly yours,, 

L. P. Bethea, 
Assistant Secretary. 

Enclosures 

„ --

TO ALL FEDERAL RESERVE AGENTS 
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EXHIBIT 1 

MINIMUM RETENTION PERIODS RECOMMENDED IN REPORT, DATED JUNE 11, 
1936 OF COMMITTEE ON THE DESTRUCTION OF RECORDS MAINTAINED BY 
THE FEDERAL RESERVE BANKS FOR NONPERMANENT RECORDS* ACCUMULATED 
BY FEDERAL RESERVE AGENTS IN PERFORMING NONSTATUTORY DUTIES 

(Paragraph number is that shown in Committee's report) 

Schedule A of Committee's report 

Form No. 

FRB 107" 
(2129) 

Retain 

Member banks Report of Earnings and Dividends. 5 years 

FRB 105 
(2130) 

Call report and affiliate forms. 5 years 

Inter-office communications regarding 
applications under the Clayton Act and 
Section 52 of Federal Reserve Act* 

Until permit is 
no longer in ef-
fect or until 
records can serve 
no further useful 
purpose. 

FRB 220 A-B Report of affiliate or holding company of 
a member bank made in compliance with the 
requirements of the Banking Act of 1933. 5 years 

Statistical Records 

Page 5 of Committee's report 

10. Information assembled with respect to trade or commerce should be 
retained in original form for a minimum period of three years if 
such information is subsequently printed and so becomes permanent-
ly available in printed form, but if such information does not 
become a part of any printed record the original records should 
be retained for a minimum period of ten years. 

^Except Bank Examination reports. 
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EXHIBIT 1 (cont'd) 

Statistical Records (cont'd) 

Schedule B of Committee's report 

Form No. Retain 

Work sheets and copy of text of Annual Report 
of Federal Reserve Agent to Federal Reserve 
Board • 2 years 

FRB B 804* Federal Reserve Board's condition statement 
of weekly reporting member banks. 1 year 

FRB 209* Report of prevailing interest and discount 
rates. 1 year-

Member bank's weekly condition report. 1 year 

Monthly review - copies of text sent to 
Federal Reserve Board. 1 year 

FRB B 814* Daily Federal Reserve Board statement for 
the press .** 5 months 

FRB B 801* Weekly Federal Reserve Board statement for 
the press. 6 months 

Monthly review mailing list requests. Until next 
revision 

*Mimeographed statement issued by Board of Governors and may be destroyed 
in discretion of each bank without Congressional authority - should not 
be included in consolidated list. 

**Form B-814 is entitled "Confidential daily summary" and is not for the 
press. 
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EXHIBIT 2 

MINIMUM RETENTION PERIODS RECOMMENDED IN REPORT, DATED JUNE 11, 
1956 OF COMMITTEE ON THE DESTRUCTION OF RECORDS MAINTAINED BY 
THE FEDERAL RESERVE BANKS FOR NONPERMANENT RECORDS ACCUMULATED 
BY FEDERAL RESERVE AGENTS IN CONNECTION WITH FEDERAL RESERVE 

NOTE ISSUES 

(Paragraph number is that shown in Committee's report) 

Records in connection with F. R. Note Issues 

Page 5 of Committee's report 

7. Inter-office communications regarding the issuance and retirement of 
Federal Reserve Notes should be kept for a minimum period of two years. 

Schedule A of Committee's report 

Form No. Retain 

FRB 45 

FRB 44 

FRB 194 

TREAS %528 
2329 
2350 
2328A 

Requisition to Federal Reserve Board for 
Federal Reserve Notes. 

Report to Federal Reserve Board of Federal 
Reserve Notes - received, issued to bank, 
returned to Comptroller and on hand by de-
nomination and aggregate amount. 

Report to Federal Reserve Board of receipts 
ana issues of Federal Reserve Notes and 
amount of Federal Reserve Notes and gold 
certificates on hand. 

Advice to Comptroller of Currency of issue, 
return or reissue of Federal Reserve Notes 
and Bank Notes. 

2 years 

2 years 

2 years 

2 years 

;550A 

Vault deposit and withdrawal tickets used 2 years except in 
in Federal Reserve Agent's Function in case of segregated 
connection with currency transactions. cash under seal, 

in which case the 
records should be 
kept until seal is 
broken and currency 
disposed of. 
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TELEGRAM 

YOUNG - BOSTON 
HARRISON - NEW YORK 
SINCLAIR - PHILADELPHIA 
FLEMING - CLEVELAND 
LEACH - RICHMOND 
PARKER - ATLANTA 

June 22, 1939. 

SCHALLER - CHICAGO 
MARTIN - ST. LOUIS 
PEYTON - MINNEAPOLIS 
HAMILTON - KANSAS CITY 
GILBERT - DALLAS 
DAY - SAN FRANCISCO 

Referring letter R-488 of June 16, please furnish 

as of next and future call dates summary statement showing 

amount of each item one to five, inclusive, on face of member 

bank call reports, separately for (l) central reserve city 

member banks, (2) reserve city member banks, and (3) country 

member banks. If practicable, statement should be mailed to 

reach Board within three weeks from date of announcement of 

call. 

(Signed) L. P. Bethea 

BETHEA 
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