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W A S H I N G T O N R-672 

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 22, 1940 

Dear Sir: 

There are enclosed for your information 

a table showing applications for membership re-

ceived by the Board during 1940, and a statement 

containing excerpts from the bank relations re-

ports submitted by the Federal Reserve Banks for 

the month of May. 

•Very truly vours, 

L. P. Bethea, 
Assistant Secretary. 

Enclosures 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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Applications for Membership Received 

by the Board during 196.0 

District 

Boston 

New York 

Philadelphia 

Cleveland 

Richmond 

Atlanta 

Chicago 

St. Louis 

Minneapolis 

Kansas City-

Dallas 

San Francisco 

Total 

May 
Number Deposits 

2 S 900,000 

1 700,000 

4 2,300,000 

1 2,400,000 

2 1,100,000 

1 300,000 

3 2,500,000 

14 

This Year 
Number Deposits 

3 $ 3,000,000 

10 12,200,000 

6 5,700,000 

14 11,200,000 

8 6,200,000 

4 2,300,000 

2 900,000 

13 8,400,000 

_1 2.000.000 

6l 
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June 22, 1940 

Not for publication 

EXCERPTS FROM BANK RELATIONS REPORTS FOR THE 
MONTH OF MAY 1940 

BOSTON 

During the month of May, visits were made to 26 member banks and 
11 nonmember banks, located mostly in western Massachusetts. 

The downward movement in security prices was the matter of prin-
cipal concern among the bankers visited. No particular concern was ex-
pressed by any bankers with regard to the Government bond market. Here 
and there a banker referred to the President's armament program and some 
were inclined to want to speculate on the method of its financing, rates, 
etc. Only one or two bankers indicated that they contemplated averaging 
down the price of their Government portfolios in the event of a decline to 
levels which would warrant such action. 

Retail trade in the section visited was reported as being only 
fair. There is some indication of a tendency to lower interest rates on 
savings deposits in this section, such as was found in Connecticut recent-
ly. One member and one nonmember bank will reduce rates at the end of the 
present quarter. One other bank may lower its rate if its earning posi-
tion does not improve. All along the line a greater demand for loans was 
seen, the demand coming from small borrowers. 

NEW. YORK 

During the month of May 261 banks were visited, of which 189 
were member banks and 72 were nonmember banks. 

Middlesex and Union Counties. New Jersey 

The majority of bankers state that their commercial deposits are 
showing a tendency to decline gradually but that there has been an upward 
trend in savings deposits. The continued increase in savings deposits and 
idle cash is affecting the earning power of banks in this territory, and 
in addition there has been a tendency during the last few years for many 
banks to switch from long to shorter bond maturities, resulting in lower 
income from their investments. Several bankers state that they sold sub-
stantial blocks of long term Government bonds at the high prices prevail-
ing prior to the German invasion, of the Low Countries, and have held the 
funds uninvested. The banks in general have favored maintaining a high 
cash position and have also spaced the maturities of their bond portfolios 
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so as to have sizeable blocks of securities falling due within the next 
five years in order to take advantage of opportunities to purchase bonds 
at lower levels. 

Many bankers commented favorably about the new system the New 
York Bank is trying out in connection with Check Department operations in 
preparing cash letters, and practically all of them said that their insti-
tutions have experienced little or no difficulty since the plan was put 
into effect several months ago. 

Cattaraugus and Chautauqua Counties. New York (Buffalo Branch Territory) 

Security investments of the banks aggregate $38,876,000, of which 
$20,449,000, or 53 per cent, are United States Government obligations. Few 
investments are being purchased by the banks at this time. A number of 
bankers remarked that they regret the privilege of subscribing to United 
States Savings Bonds has been withdrawn and several stated that they are 
confining their purchases to State, municipal, and United States Government 
obligations, with a rather heavy concentration in municipals in some of 
these institutions. 

The demand for loans was reported light except in a few small 
banks in the agricultural sections. 

Cayuga. Ontario. Oswego. Seneca. Schuyler. Steuben, Wayne, and Yates Coun-
ties. New York 

A majority of the banks continue to maintain a highly liquid po-
sition, holding a large proportion of idle cash and United States Govern-
ment obligations. One small State member bank sold practically all of its 
bonds at the outset of the European war and has since held 1355,000 of its 
$370,000 deposits in cash, although the cashier says that the State Banking 
Department examiners have suggested that he should reinvest the funds. 

Loans and discounts show only a slight increase (1-1/2 per cent) 
as compared with the figures of a year ago although quite a number of banks 
are soliciting personal and consumer credit loans. While the majority con-
tinue to adhere rather rigidly to a 6 per cent rate for ordinary commercial 
borrowing, there are many who are granting well secured loans at rates of 
5 and even 4 per cent. The president of one State member institution has 
recently granted to practically all borrowers an unsolicited reduction to 
5 per cent, as a good will gesture. 

Other real estate owned by the seven savings institutions in these 
counties amounts to more than #3,000,000 and continues to be their chief 
problem. Officers of these banks state that their present policy is to ac-
cept any reasonable offer for properties, taking losses up to 25 or 30 per 
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cent rather than to hold them for an indefinite period. The State Banking 
Department, it is said, is requiring rather drastic write-downs in the case 
of all real estate held for five years or more, and present holdings re-
flect a decrease during the past year of almost 13 per cent as a result of 
sales and charge-offs. 

Herkimer. Jefferson, Lewis. St. Lawrence, and Schoharie Counties. New York 

A number of bank officers visited early in May stated that the un-
settled conditions abroad have prompted them to adopt a policy of making no 
investments whatever, despite the fact that their banks have an unusually 
large amount of idle cash. Many of the smaller institutions indicate a de-
sire to increase their holdings of Government securities but say they cannot 
afford to pay high premiums and that they will buy only when prices go lower. 
Following the German invasion of Holland and Belgium, some concern was ex-
pressed over the extent of the decline in bond prices, but the feeling pre-
vails among some bankers that the Government bond market will be supported 
if a crisis brings a drastic and sustained drop in prices. 

The loan accounts of a majority of these banks are higher than 
six months ago. Two of the larger institutions have adopted a policy of 
granting lower rates and meeting the competition of banks in New York City 
and Albany, which has resulted in a gratifying increase in their loan to-
tals. Many bankers comment that their personal loan departments are es-
pecially active, and that an increased volume of installment loans on 
farming implements and automobiles has been developed this year. Municipal 
and school district borrowings increased during the late winter and spring, 
and in areas where drought conditions prevailed .last summer the banks re-
port a heavier demand for loans for the purpose of buying hay and fodder. 

PHILADELPHIA 

In May representatives of the Philadelphia Bank visited 36 banks, 
comprising 63 member and 23 nonmember banks. The area covered was 2,166 
square miles in the southeastern part of Pennsylvania. Sixty-two member 
banks with resources of $173,096,000 and 19 nonmembers with resources of 
$56,487,000 serve the 496,000 residents. These totals represent an increase 
of $13,500,000 since June 1939. 

This area is an important producer of both agricultural and manu-
factured goods. Industrial activity is at a high level in nearly all lines 
except the manufacture of shoes, which is seasonally slack. Agricultural 
ventures were generally satisfactory last year. Tobacco sold for 18 cents 
a pound, a good price, and dairy prices have been well maintained. Prices 
for beef cattle have declined somewhat, although it is estimated that there 
is still a margin of profit. Low prices prevailed for many other farm 
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products but farmers at least broke even. 

Prospects for the coming year are indefinite at present because 
of the lateness of the season. In an effort to offset lost time, farmers 
have equipped tractors and other farm implements with lights and are work-
ing night and day. 

Demand for credit is improving, partly because of a greater 
utilization of the special types of credit such as FHA, personal, and au-
tomobile loans, and partly because of a stronger commercial demand. In-
vestment accounts show the effects of recent decline, but most of these 
accounts appear to be receiving proper attention. The trend toward con-
centrating investments in Government issues has continued during the past 
year. 

The real estate market is dull and, although housing shortages 
exist in several cities and towns, there is a relatively small amount of 
new construction. This is due partly to the threat to values presented 
by the large amount of old real estate held by the Closed Bank Division 
of the Pennsylvania Department of Banking. These properties were said to 
be offered at sacrifice prices and to deter the sale of real estate in gen-
eral. 

Comments by nonmember bankers relative to membership were very 
friendly and three of the bankers interviewed said that they were now ready 
seriously to discuss having their banks become members of the System. 

One of the arguments often advanced against membership is that 
vault cash counts as reserve under the laws of the three States in this 
District but does not when banks become members. However, one banker 
stated that he considered the vault cash requirement of his State a source 
of danger and he had long been apprehensive of hold-up or burglary. He 
said that he realized that from the bank's published statement anyone 
knowing the legal reserve requirements could easily determine the minimum 
amount of cash in the bank> and thus estimate the possible booty to be ob-
tained. The fact that this condition would be changed if the bank became 
a member was one of the reasons why this officer is anxious to have his 
bank in the System. This is the first time in the representatives' ex-
perience that so favorable a construction has been placed upon this dif-
ference in reserve requirements. 

CLEVELAND 

During the month of May 125 member and £6 nonmember banks were 
visited, making a total of 211. 
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During May four Ohio State banks, having a total in resources of 
$4)064,000, were admitted to membership. 

In a manufacturing center of some 40,000 in the Ohio River Valley 
the two principal commercial banks reported an improvement in the demand 
for loans for commercial purposes, largely to replenish inventories. One 
of these banks with a loan total at the end of the year slightly under two 
million dollars has since that time increased its loans about $200,000; 
part of this is attributed to the installation of a small loan department; 
the bulk, however, comes from commercial interests. 

In two other towns in the Ohio River Valley, not far distant from 
the one mentioned above, banks are meeting severe competition in making 
loans, particularly from insurance companies. At one city the local banks 
recently agreed to reduce interest rates on time and savings deposits from 
2 to 1% effective July 1. It was stated that the next step would be to dis-
continue the payment of interest- altogether, and to reduce the loan rate. The 
banks have operated as a unit in refusing to make loans at a rate less than 6%. 
Insurance companies in this territory are soliciting mortgage loans at 4-3/2$. 

At the other town the banks are adhering strictly to a 6$ rate, 
as a result of which they have recently lost several loans (one single 
loan amounted to $20,000) to insurance companies. One banker stated that 
it was becoming more difficult to make new loans because of outside com-
petition. If such competition continues, one banker suggests that local 
banks follow the general trend and reduce the rate of interest on loans. 

In a discussion of the advantages of membership with a banker^in 
Kentucky it was stated that the bank had continued to mark time unti-L it 
is definitely determined whether the Government- will make farm loans at a 
3% rate and force country bankers to liquidate. The officer interviewed 
was very pessimistic about the future of banks, and believes the trend is 
toward nation-wide Government-sponsored branch banking. 

A few banks have within the past month taken profits on Govern-
ment bonds and their principal worry now.j.s what, to do with the money. 

RICHMOND 

In May 40 banks were visited, of which 23 were member banks and 
17 were nonmember institutions. 

Maryland 

Allegany and Garrett Counties comprise the greater part of the 
Maryland panhandle. Eighty-seven per cent of those gainfully engaged in 
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Allegany County are occupied in a diversified list of industries, and thir-
teen per cent in agriculture. Garrett County, on the other hand, supports 
forty-six per cent of its income earners on farms and fifty-four per cent 
in industry, of which coal mining affords the largest employment outlet. 

Coal mining, though still a large employment outlet in both coun-
ties, is waning in importance due to a loss of market to the lower cost 
fields further south. Retail trade reports from the area for April reveal 
a gain of twelve per cent over a year ago. 

Deposits of banks interviewed are at or near all-time high levels, 
and a substantial portion of the deposits are of the savings variety. Inter-
est paid on savings deposits since December 1939, has been mainly 1-1/2 per 
cent, though one bank is still paying 2 per cent. There was no noticeable 
loss of deposits by any of the banks following the reduction, and savings 
deposits have since continued their normal rate of increase. Bankers here 
are of the opinion that the rate of interest is of little consequence to a 
saver, and that security and ready availability are the prime considerations. 

In contrast with deposits, loans are materially below their peak 
levels. This is said to be in part due to a dearth of outside commercial 
paper procured through correspondents, which was formerly an important part 
of the loans of these banks. Local loan demand is primarily on real estate 
and personal commitments, and the former is in declining volume in a number 
of towns owing to a decline in population. Loss of loan volume has been for 
the most part offset by investments, largely Governments. Loan rates are 
generally at 6 per cent. Earnings have been meager and, with reluctance, 
service charges are being initiated. 

South Carolina 

Chester and York Counties located in the northern part of the State 
have 53 and 57/5, respectively, of their income earners engaged in agriculture. 
Cotton is the chief cash crop, of which 16,800 bales were raised in 1939. 
The growing season has not been favorable to cotton this year. Much replant-
ing was necessary, and present indications point to a smaller crop than last 
year. 

Industrial activity in Rock Hill, which has been at a good level 
for some months, turned somewhat erratic on the war developments, and in 
general curtailment has ensued. Industrial activity in Chester has been de-
clining in recent months. 

Deposits in all of the banks interviewed are higher than a year 
ago. Savings deposits are a minor part of the total. Some banks have re-
fused to accept new savings accounts. Rates of 1 and 2$ are paid on savings, 
and some bankers say the lower rate tends to discourage the formation of sav-
ings accounts. 
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Loan volume runs between 20 and 30% of deposits, with several 
banks showing a larger loan portfolio than a year ago. Average lending 
rates are between 5-1/2% and a little over 6%. Investments of most banks 
are notably higher than last year. 

ATLANTA 

In May 88 banks were visited, comprising 49 members and 39 non-
member banks. 

Most of the bankers interviewed in central and southern Alabama 
reported favorable earnings during 1939 and good spring demand for agricul-
tural credit. In southeastern Ala.barna, however, crops were almost a com-
plete failure last year and banks were required to carry over a large volume 
of farm loans. As a result of reduced farm income in this area, bank de-
posits failed to show the usual seasonal increase and a number of the banks 
have been hard pressed to meet current demands for agricultural credit. 
Many of the farmers have obtained loans from the Disaster Loan Corporation. 

The average interest rate paid on savings accounts is 2% while 8% 
is the usual rate charged for agricultural loans throughout this section. 

Business conditions throughout north Georgia are reported to have 
been exceptionally good during the first 4 months of this year, but during 
the last 30 days an appreciable decline in practically all lines has been 
noted. Bankers attribute this to the general nervous tension caused by the 
turn of events in the European situation. Bank deposits are generally 
higher than a year ago, and demand for agricultural credit during the plant-
ing season is said to have been favorable. In some communities bankers com-
plained of competition from Governmental lending agencies, but on the whole 
the aggregate of loan portfolios is higher than last spring. 

^ The average rate charged for agricultural loans is 8% while k% to 
b% is charged on commercial loans. Several banks located near Atlanta have 
been forced to reduce their commercial loan rate in order to meet competi-
tion from the large city banks. Many of the banks have also reduced the 
rate on automobile loans to 5% to compete with the finance companies. 

All the nonmember banks visited charge exchange on incoming checks 
and in many instances it was reported that income from this source consti-
tutes a large portion of the banks' earnings. While officers of these banks 
were found very cordial and friendly toward the Federal Reserve System, none 
of them showed any interest in membership. In each case the loss of exchange 
was the principal objection mentioned. 
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CHICAGO 

In May 89 banks were visited, of which 36 were member banks and 
53 were nonmember banks. 

Notwithstanding the disquieting news from the European war zone, 
bankers interviewed displayed a feeling of caution rather than one of fear. 
They are apparently not worried regarding their holdings of U. S. Govern-
ment bonds nor do they appear to be unduly concerned about other high-grade 
securities. A number stated that they did not intend to sell their better 
bonds; in fact, a few purchases have been made at the market. The dispo-
sition is apparently to hold the good bonds and build up their cash posi-
tion by new deposits and funds received in payment of called bonds. Several 
bankers expressed interest in possible new financing by the Treasury Depart-
ment. 

In the corn belt a great deal of sealed corn is being released 
and disposed of locally due to the shortage of free corn for feeding pur-
poses. Reports are received from some sections that banks which have large 
cattle feeder loans are insisting on prompt liquidation of these at matu-
rity due to the price uncertainty. In the last week of May corn planting 
over the Seventh District was practically completed, and reports indicated 
that the crop was off to an excellent start, although growth has been de-
layed by cool weather. However, in some quarters in the western part of 
Iowa considerable concern is felt about the recent dry and extremely hot 
weather and some minor dust storms have been reported. 

The drastic mid-May decline in many important Seventh District 
farm commodities will be an important factor in reducing farm income in 
this area, providing that prices remaiji at the lower levels. However, the 
major marketing season is yet to come and in these days of swift change, 
anything can happen to the price structure in a few weeks. Bankers from 
various parts of the district feel that prices will go up. 

Activity in the steel industry of the Chicago district continues 
its rapidly rising trend. Mill operations are averaging 85 per cent of 
capacity, or better, the current rate representing an expansion of almost 
30 points in the past 6 weeks. In the last week of May large tonnages had 
been entered on the books in nearly all products, with sheets and strip, 
semi-finished steel, and bars the most active products. Though few or- •• 
ders for machine tools have been received for use in making actual, war 
materials, increased inquiries indicate that the war influence has been a 
major factor. May pig iron shipments were well ahead of April. The scrap 
market is still quite strong, because of increased steel mill .operations. 
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ST. LOUIS 

During the month of May 40 member and 101 nonmember banks were 
visited, making a total of 141 banks. 

Agricultural Conditions 

In the sections of Missouri visited, agriculture, dairy products, 
livestock and poultry are the chief sources of income. On the whole, Mis-
souri farmers are optimistic and look for a fairly profitable season in 
1940. 

Industry and Trade 

In the Illinois area visited, production of oil is the principal 
industry. Salem, in Marion County, continues as the chief oil center of 
the State. Production has far exceeded expectations and almost daily new 
wells are brought in. Housing facilities in Salem are inadequate and plans 
are now under way for construction of small homes, encouraged by FHA. Local 
business conditions are the best in several years and retail sales have 
reached an all-time high. 

Commercial Banking 

Illinois bankers reported a fair demand, for credit with loan rates 
ranging from L$ to 7/°. Time money is credited with interest from 1-.1/2 to 
2%. One bank reported that it accepts only a limited amount of time money 
from each customer. 

Some of the Missouri banks visited are having difficulty meeting 
provisions of the Wage and Hour Law, and several banks criticized the Gov-
ernment for interfering with business. Several bankers complained of small 
earnings, but expressed the opinion that the situation is improving. In-
terest on time deposits ranged from nothing to 2-1/2% One bank pays no in-
terest on time deposits less than $500 and limits the amount on which 
interest will be paid to $2,500 per customer. Loan rates varied from 6% to 
8%, with demand for credit only fair. 

Member and Nonmember Banks - Relations with Reserve Bank and Attitude Toward 
System 

The president of a Kentucky nonmember, who spoke in generalities 
and was not truly unfriendly, said that he sees evidences of the System be-
coming humanized. He was surprised when told that there are more State mem-
bers in the System today than there were in December 1929. He stated that 
not long ago he received a letter soliciting membership in an organization 
of independent nonmember banks, but was not inclined to discuss the details. 
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He admitted that his bank was obtaining many indirect benefits of member-
ship. The assistant cashier of a Missouri national bank stated that it 
was necessary to use a commercial correspondent for custody service to a 
certain extent because we do not accept, for safekeeping, securities 
which belong to his customers. 

MINNEAPOLIS 

During the month of May 348 banks were visited, comprising 123 
member banks and 225 nonmember banks. 

Field work in the form of visits at banks expanded sharply dur-
ing May with the coming of suitable weather. Eight representatives of the 
head office and all of the officers of the Helena Branch paid visits to 
banks totaling 348 during the month. In addition, officers of the head 
office and the Branch attended numerous bankers' meetings. 

An interesting development • of the month was visits by 942 stu-
dents to the head office and the Helena Branch. A year ago only 230 stu-
dents visited the Bank. 

Eastern Minnesota and Western Wisconsin 

Loans were reported in satisfactory and growing volume by most 
banks, although the bankers claimed that they were not reaching for risky 
loans. No particular type of loan seems to predominate. Bond port-
folios are generally small in these banks. The bankers expressed only a 
mild interest in the effects of the war on interest rates. One banker 
asked whether the Federal Reserve System would prevent Government bonds 
from going below par. There seemed to be no anxiety as to the Federal 
Government's ability to finance the defense program. 

Deposits are rising throughout this district and are crowding 
the 10 to 1 capital ratio in some banks. Earnings in this area are gen-
erally excellent, although there were a few bankers who complained of 
their inability to earn a satisfactory income. 

The bankers were uniformly friendly and several commented on 
the change in the Federal Reserve officers' attitude toward the country 
banker in recent years. The national bankers liked the last Member Bank 
Conference. 

Several bankers complained about Father Coughlin's activities 
in discrediting the present banking system. Most of them had no construc-
tive ideas to offer but, since the Federal Reserve System is the chief 
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target, they thought that we should lead the way in combatting the Coughlin 
influence. One banker commended the radio programs last winter as a move 
in the right direction. 

One banker in a French-Canadian community is doing an interest-
ing job of combatting the Coughlin influence in his community, which has 
been a Coughlin hotbed for many years. In cooperation with the village 
priest and the principal of the high school, the banker has conducted an 
educational campaign in the community. He encourages people with ques-
tions to come to the bank where he discusses these questions in simple 
language. He also furnishes the priest and the teachers with banking in-
formation. The high school principal is an excellent assistant in this 
project. 

The president of one bank stated that he has not joined the 
System, even though he is on the par list, because, up to the present 
time, the Coughlin influence in his community was strong enough to make 
Federal Reserve membership a detriment. However, he stated that the 
Coughlin sentiment was wearing out under the educational backfire which 
he was conducting. 

Southeastern South Dakota 

There is a fair demand for local loans in most banks. A great 
number of bankers have a large amount of corn loans. Bankers in this sec-
tion made special reference to the recent Member Bank Conference, consid-
ering it a most noteworthy event in which they reap great profit. 

Northwestern Minnesota 

Generally speaking, banking business has been good and a healthy 
demand for loans is evident. The interest rate is being maintained at 6% 
with some shading here and there where competition makes it necessary. 
Banks are paying 2 to 2-1/2% for time money, but are not accepting time 
funds from outside points. 

East Central South Dakota 

In 1939 this section had one of the finest crops that has been 
produced in more than twelve years. The bankers and the farmers are in 
a buoyant frame of mind, not only because the proceeds from last year's 
crop liquidated many old debts, but also because the prospects for 1940 
are even brighter than they were last year at this time. 

Good prices received for farm commodities, with the exception 
of hogs, have increased bank deposits, and most of these banks which 
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found themselves with surplus funds have fine-combed their communities in 
search for good loans. This past winter, the majority of the banks lent 
considerable money on corn. One bank with deposits of but $365,000 lent 
over $200,000 on corn. With the liquidation of these corn loans, banks 
are going more heavily into loans secured by tractors, automobiles, wash-
ing machines, radios, etc. Experience with this class of paper has been 
remarkably good, but observation shows significantly that the banker is 
careful to pick only favorable risks. Every banker visited said that he 
had made money in 1939, while many of them said it was the best year in 
their history for earnings. 

KANSAS CITY 

During the month of May 72 banks were visited, comprising 42 
member banks and 30 nonmember banks. 

The serious turn in the war situation in May created a profound 
impression. This concern was particularly noticeable in discussions at 
the meetings as to what should be done with the investment account. Al-
though no bankers were found who were panicky about Government bonds, 
there seemed to be some tendency to defer buying these securities during 
the war crisis and the general opinion expressed privately by these bank-
ers was that bankers should be exceedingly careful and cautious at this 
time not only with respect to municipals and corporations but with Gov-
ernments as well. Bankers are especially skeptical of long-term bonds 
and isolated cases were found where banks, although reluctant to dispose 
of earning assets, were cashing in on some of their profits and reducing 
holdings of Government bonds because of unsettled conditions. A few in-
stances were found where banks were tightening up on loans because of the 
war situation. The general feeling is that the defense program will be 
financed with cheap money and that yields on securities will be unusually 
low for years. While there was no hysteria, the attitude toward the war 
was generally one of great uncertainty. 

Many cases were found of good bank earnings. In Nebraska the 
large banks especially seem to be doing well while small banks appear to 
be much less profitable. Considerable discussion of consumer credit 
loans was heard at the meetings. Bankers who have already entered this 
field expect to increase the volume of business and many bankers who have 
not heretofore thought it advisable to make consumer credit loans are now 
seriously considering doing so because of the outstandingly satisfactory 
results others have obtained. A few bankers felt it absolutely necessary 
in order to provide an outlet for funds and thereby a return to pay ex-
penses and dividends. At one bank 85 per cent of its loans were install-
ment loans. All of these notes bear a minimum *1 a month interest and 
service charge. In some localities a good many of these loans are tractor 
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and combine loans. It was reported that examiners have criticized rather 
sharply some of this paper. In some localities banks are hungry for loans 
while in others it is said there is a good demand for money. One Oklahoma 
banker said he had been writing large numbers of letters to eastern bank-
ers soliciting blocks of $5,000 time deposits at 2-1/2%. His competitor 
across the street, on the other hand, said he had turned down $30,000 or 
$40,000 of time deposits. 

Bankers report great changes in their communities over a period 
of time. One Oklahoma town in 1925 had six banks with deposits of ap-
proximately $8,000,000 and loans of $4,000,000. Now this town has only 
two banks with deposits of $1,340,000 and loans of only $834>000. In 
north central Oklahoma, wheat and other crops are taking the place of cot-
ton. It seems to be the local opinion that the movement away from cotton 
raising has been greatly overdone. 

DALLAS 

In May 46 member banks and 14 nonmember banks were visited, mak-
ing a total of 60 banks. 

North Texas 

Banks in this area report that the farmers are well satisfied 
with the Government1s farm program. The bankers themselves feel that it 
has, on the whole, proved beneficial to them in many ways. 

In contrast with the situation prevailing in most sections of 
the State the banks in this area are not particularly disturbed by the 
competition of production credit associations and other Federal lending 
agencies. In most cases the local banks and the agencies seem to be dis-
pensing credit harmoniously and without friction. There appears to be a 
slightly increased demand this year for bank credit in the communities 
served by the banks visited. 

Southeast Texas 

Crop restrictions here, as elsewhere in the Dallas district, are 
forcing farmers to seek ways and means of diversifying their production 
efforts, and as a result there has been a sharp increase in cattle and 
poultry raising. 

The familiar complaints against the Government's production 
credit associations still continue. It is asserted that the lending oper-
ations of these agencies are not only injurious to the banks because the 
latter cannot compete with the low interest rates offered by these agencies, 
but it is claimed that in many cases they are ruining the small farmer by 
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making advances to him so large that he cannot possibly repay them in the 
two-year period allowed. Cases were cited where the farmers have been 
closed out by the Government's agency and are now unsafe risks for the 
banks. 

Some of the larger banks expressed the hope that the Fair Labor 
Standards Act would be amended so as to permit banks to average working 
hours over a period of about four weeks. 

SAN FRANCISCO 

During the month of May 42 banks were visited, comprising 31 mem-
ber and 11 nonmember banks. 

Weber County. Utah 

Precipitation has been very low during the month of May; however, 
irrigated crops are doing well, in fact are above normal. Beet acreage is 
estimated slightly under that of last year, being approximately 6500 acres 
as against 7000 in 1939. Livestock are reported doing nicely. The low 
ranges are showing the effects of the lack of rain, but the high ranges are 
still in good condition. 

Sheep receipts at Ogden during April were considerably below ship-
ments for April 1939; however, it is reported that May receipts were consid-
erably larger this year than last since California shipping was moved up 
about a month last year due to the excessive dryness of grasses. Prices 
were about the same in April as those of last year, although weights aver-
aged around 6 or 7 pounds per head heavier this year and prices strengthened 
as the month progressed and May prices have held. Wool prices are remain-
ing firm and sales have been delayed in some sections in anticipation of 
better prices. Retail sales are somewhat in advance of last year. 

PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

May 1940 
Federal ' ' 
Reserve Visits to Banks Meetings Attended Addresses Made 
Bank Member Nonmember Total Number Attendance Number Attendance 

Boston 26 11 37 3 II 3 400 
New York 189 72 26.1 10 2,985 2 155 
Philadelphia 63 23 36 4 1,930 3 466 
Cleveland 125 86 211 14 3,348 5 356 

Richmond 23 17 40 9 2,129 4 293 
Atlanta 49 39 88 3 1,150 1 110 
Chicago 36 53 89 21 7,667 3 1,002 
St. Louis 40 101 141 15 5,122 2 110 

Minneapolis 123 225 348 6 2,790 4 2,245 
Kansas City 42 30 72 12 5,630 1 40 
Dallas 46 14 60 2 1,400 3 1/ 
San Francisco 31 11 42 28 3,355 3 143 

1/ Not reported Digitized for FRASER 
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