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B O A R D O F G O V E R N O R S 
O F T H E 

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

141 
R-807 

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 21, 1941 

Bear Sir: 

There are enclosed for your infor-

mation a table showing applications for mem-

bership received by the Board during 1941, 

and a statement containing excerpts from the 

bank relations reports submitted by the Fed-

eral Reserve Banks for the month of February. 

Very truly yours, 

Chester Morrill, 
Secretary. 

Enclosures 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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BANKS ELIGIBLE- FOR FEDERAL RESERVE MEMBERSHIP ON DECEMBER 31, 
1939, AND BANKS WHICH APPLIED FOR MEMBERSHIP DURING 1961 

Number of Nonmemfccr Corn- Numbe r of Banks Deposits of Nonmeiaber Deposits of Banks 
Federal mercial Banks Eligible*- for Vjhich Applied for Commercia 1 Banks Eligible* Which Applied for 
Reserve Federal Reserve Membership Federal Reserve for Federal Reserve Member- Federal Reserve 
District on December 31, 1939 Mvmbe rship During— ship on D ecamber 31, 1.939 Membership I W i n g — 

Total I On Par List February i This Year Total iOn Far List February 1 Tr lis Year 
(in thousands of dollars) 

Boston 141 141 0 0 469,330 469,330 0 0 
New York 2.24 224 6 11 981,529 981,529 22,900 31,000 
Philadelphia 225 225 0 1 550,836 550,836 0 1,700 
Cleveland 475 474 2 2 577,670 577,367 700 700 

Richmond 394 232 1 3 481,555 396,447 500 1,200 
Atlanta 484 52 0 0 302,655 70,987 0 0 
Chicago 1,219 1,079 7 12 1,114,286 1,054,464 8,400 10,700 
St. Louis 664 434 2 4 428,385 309,111 1,000 1,800 

Minneapolis 420 73 0 0 189,225 53,439 0 0 
Kansas City 487 402 0 0 198,993 178,372 0 0 
Dallas 282 174 0 0 154,549 110,025 0 0 
San Francisco 194 182 0 0 545,398 541,763 0 0 

Total 5,209 3,697 18 33 5,994,411 5,293,675 33,500 47,100 

* By eligible banks is meant banks with sufficient capital stock to meet the minimum statutory capital require-
ments for Federal Reserve membership 
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March 21, 1941 

Not for Publication 

EXCERPTS FROM BANK RELATIONS REPORTS 
FOR THE MOUTH OF FEBRUARY 1941 

BOSTON 

At all points visited where mills, factories, and machine 
shops are located, pay rolls and employment were increasing and re-
tail trade was said to be good. 

NEW YORK 

Officers of the commercial as well as the savings banks in 
Middlesex County, New Jersey, believe that many of their savings de-
positors will subscribe to the forthcoming issues of defense bonds in 
order to take advantage of an investment that will give a higher re-
turn than the maximum rate of 1 per cent now being paid on savings 
accounts. The commercial bankers also say that they will welcome the 
opportunity of purchasing sizable blocks- of the future defense issues 
at par, several indicating that their institutions will have tax ex-
emption for many months to come and that the new taxable securities 
will therefore produce a higher income. 

Although there has been considerable increase in industrial 
activity in this county in the production of goods for both military 
and civilian uses, the banks have had very little demand for regular 
commercial loans or for defense financing. It is said that most of 
the large concerns in this area have New York City offices and obtain 
their credit needs from Manhattan banks. 

PHILADELPHIA 

The area covered by this report comprises 3 counties in 
northern Pennsylvania, with a population of 359,700, served by 25 mem-
ber banks with resources of ,|155,541,000 and 13 nonmember banks with 
resources of #32,484,000. Anthracite mining, dairy farming, railroad 
operations, and manufacturing provide the principal sources of income. 

Conditions in this area are somewhat better as far as the 
farmer is concerned for prices for dairy and orchard products were 
better in 1940 than in 1939• There has also been an improvement in 
anthracite mining operations, although the total pay roll of this in-
dustry is considerably below what it was about fifteen years ago, when 
the mines were at the zenith of their prosperity. Since that time, 
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labor troubles and higher costs of production have resulted in a wider 
use of other fuels, with the result that this area has experienced 
widespread unemployment for years. The manufacturing and other large 
establishments in this section are busy, but defense work has, thus 
far, been confined to subcontracts. 

Several bankers complained that there should be more defense 
work in this area, stating that there was ample man-power and factory 
buildings, but admitting a shortage of mechanical equipment and man-
agement to bring the business to the plants. Local Chambers of Com-
merce are striving now to bring new concerns into this area to utilize 
some of the idle labor, advertising the fact that labor conditions are 
now much more settled than in the past. 

Demand for credit is strong, but is chiefly for small amounts 
and, because of poor economic conditions in recent years, great care is 
exercised in the selection of risks. FHA mortgages are being consid-
ered for investment, but the bankers prefer not to place any on local 
properties. 

CLEVELAND 

A number of banks in the Cincinnati area have sold substan-
tial amounts of long-term United States securities. 

Competition of building and loan associations is keen and 
there is some evidence that bankers in this area, which has always been 
a high rate section, are beginning to realize that in present condi-
tions a 6—3 per cent rate can no longer be maintained. 

Within the last few days we have had an unusual demand for 
currency of the $1,000 denomination. One small bank requesting $20,000 
of such currency stated, upon inquiry, that it was to pay off a large 
savings depositor whom they had offered to pay in 50's and 100's but who 
insisted on bills of the larger denomination. It was stated that a 
rumor had been going around in that vicinity to the effect that the 
Government was going to obtain from all banks a report of the amounts 
individuals had on deposit, and that subsequently they would tax such 
depositors 2 per cent of the amount on deposit. While the basis of 
any such rumor has not been discovered, we are wondering if it might 
not possibly be the result of a loose interpretation by newspapers and 
other agencies of the announced Treasury program of financing a sub-
stantial part of the defense program out of savings. 
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145 
RICHMOND 

Maryland 

Baltimore industries will hire more than thirty-five thou-
sand additional skilled and semiskilled workers this year, according 
to well-informed estimators. 

Delivery of materials and supplies necessary for the de-
fense programs at Maryland's five major military posts has greatly 
increased rail traffic. It is necessary to move 2,320 cars into the 
five posts each month, as compared to an average of only 400 cars 
last winter. Most of the traffic at the present time consists of 
construction supplies, such as, lumber, steel, cement, sand, etc. 

Virginia 

The first project of the U. S. Housing Administration now 
under way in Richmond is a slum-clearance project for colored people 
that will cost S3>191>000. Philip Morris & Company will rebuild the 
old United States Tobacco Company plant in Richmond. Heavy increases 
in cigarette demand has caused the company to expand further, here. 
This company has recently made large purchases of English-made ciga-
rette manufacturing machinery, as well as some American machinery. 

Newport News Shipbuilding and Dry Dock Company has 21 ships 
under construction, including 13 naval vessels and 8 merchant ships. 
The naval construction includes 1 battleship, 8 aircraft carriers, 
and 4 cruisers. Appropriations for the Williamsburg restoration 
agencies for 1941 amount to $3>300,000, to be divided approximately 
equally between capital outlay and operating expenses. 

West Virginia 

The Westinghouse Electric and Manufacturing Company will 
build a $3>000,000 plant near Fairmont, West Virginia, to fill the 
lighting needs of new industrial plants working for national defense. 
Between 800 and 1,000 persons, mostly women, will be employed in the 
manufacture of fluorescent lamps after operations are started. The 
plant is expected to begin production by July, and will be the larg-
est of its kind in the world. 

North Carolina 

Sixty-one new industries and ninety-one additions to exist-
ing plants were established in North Carolina in 1940. Seventeen new 
hosiery mills were established, and additions were made to twenty-
three others. This is the third straight year in which hosiery mills 

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



-4- R-807-b 

have led the establishment of new "industries". The textile industry 
as a whole accounts for thirty-one of the new plants and sixty-seven 
of the additions. Together, new plants and additions accounted for ap^ 
proximately $10,000,000 in contracts for industrial construction, ex-
clusive of equipment. Furthermore, they provided jobs for 10,000 
persons, and are estimated to have added $8,500,000 to the State's an-
nual pay roll. 

South Carolina 

Manufacturing industries in South Carolina in the fiscal 
year 1939-1940 showed a gain in new investment of $13,449,000, or 3.4 
per cent. Of this gain, $5,780,000, or 43 per cent, was accounted 
for by the cotton textile industry. 

South Carolina will have to import cotton for the first time 
this year to meet the requirements of her mills. The crop this year 
is estimated at around 1,000,000 bales, while the mills will consume 
about 1,500,000 bales. 

ATLANTA 

Officers and representatives of the head office and branches 
attended 10 national defense meetings sponsored by State banking asso-
ciations and civic groups and at each an officer of the Bank described 
the functions of the Federal Reserve System in the defense program, par-
ticularly with regard to defense loans. 

A number of large textile plants in the eastern central area 
are now operating full time on a three-shift basis. 

At Pascagoula in Mississippi, a large ship building plant 
is now engaged in the construction of a number of ships for the Mari-
time Commission. The company is presently building four ships at a 
cost of $2,800,000 each and has employed 2,200 people in its plant. 
It is further understood that this same company will, within the near 
future, begin construction of four additional ships at a cost of fifty 
million dollars in the aggregate. A housing project is under way at 
Pascagoula at a cost of $2,500,000. In addition to this project many 
houses are being constructed by private citizens for rental purposes. 

CHICAGO 

An application for membership has been received from the 
largest nonmember bank in the Seventh Federal Reserve District. 
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The month of February saw a further mounting of backlogs in 
the steel industry and continued lengthening of delivery dates. Ex-
cept for mechanical difficulties, the rate of ingot operations in the 
Chicago area has continued close to capacity. Demand has been active 
for all products without exception, even including tin plate which at 
this season of the year is generally not heavily demanded. Automo-
tive and railroad buying has been especially strong. Railroads are 
putting pressure on the mills for deliveries of plates for their new 
car-building programsj the demand by automobile manufacturers has been 
extremely heavy for sheets and strip. The automobile industry itself 
continues to maintain volume operations, and stocks of new cars at 
dealers continue to grow. It is reported that sales of new cars have 
been excellent. 

ST. LOUIS 

Agricultural Conditions 

In Tennessee, higher prices have resulted in heavy shipments 
of meat animals to market in recent months. Newburn is one of the 
largest mule markets in the State, and is experiencing activity due to 
demand for draft animals created by the defense program. Outlook for 
the fruit crops this year is favorable. Strawberry acreage has been 
considerably increased. 

In Illinois counties visited, the season to raid-February has 
been favorable for fall sown grains, and present outlook for winter 
wheat is mainly excellent. Prospects for peaches are also very promis-
ing. Orchards have come through the winter in prime condition. 

The Kentucky area covered is important agriculturally. Larg-
est revenues are derived from production of tobacco and the livestock 
industry. The 1940 tobacco crop was larger than expected, and included 
some excellent leaf. However, prices realized were disappointing. 
Markets for the 1940 crop have just closed. Prices at the opening ses-
sions were satisfactory, but receded sharply as the season progressed. 
For example, the burley average ranged downward from $17.71 per cwt. 
during the first week to $12.13 in the week ended February 7. Average 
for the session on this type was $-15.85, or $1.86 per cwt. less than 
average on the 1939 crop. 

Banking Conditions 

Demand for credit showed improvement through 1940, particu-
larly during the last quarter. There has been a good demand for small 
personal loans. Expansion was reported in requirements for carrying 
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livestock. Incidentally several bankers expressed concern relative 
to the future of the livestock market should this country enter the 
war. 

One Louisville bank, which has made an extensive survey of 
industrial concerns in its trade area and furnishes complete data to 
customers on all Government contracts awarded, reports a fair amount 
of credit extended for defense program purposes. However, but few 
loans have been made 'that were based on assignment of claims against 
the Government. 

MINNEAPOLIS 

At the request of the Chippewa Valley Bond Club, a group of 
bankers who meet monthly for the purpose of reviewing their bank hold-
ings of securities, one of our officers started a series of three lec-
tures interpreting the Federal Reserve combined statement and discussing 
with the members of the club the factors that supply and use Reserve 
funds. 

The general soil moisture situation in the district, espe-
cially in the Dakotas, is favorable. In general, the Northwest is in 
the finest condition agriculturally that it has been in a decade or 
more, for not only has there been an adequate supply of moisture last 
fall, but heavy snowfalls have been experienced in most sections dur-
ing the winter. Feed supplies, both grain and roughage, are abundant, 
and livestock populations are at optimum levels. Because of the mild, 
wet fall, cash crop raising areas were able to complete as large or 
a larger portion of fall field work than usual. Fall sown rye and 
wheat are in excellent condition. These favorable conditions, togeth-
er with the good 1940 crop of grains, as well as livestock, are being 
translated into higher business volumes for this area. 

General business conditions may be said to be the best since 
1929 or 1930. Retail trade during February was at the highest level 
for the month since 1929 and was running about 10 per cent above one 
year earlier. Building, especially residential, was in substantially 
greater volume than a year ago, and the volume of manufacturing pro-
duction, although a very small part of our total business picture, 
was from 8 to 10 per cent above the same period for 1940. 

KANSAS CITI 

Some unfavorable comment was heard among bankers concerning 
what seemed to them a sudden scrapping of the information they had pre-
pared with considerable effort in response to the defense questionnaire. 
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A good deal of interest has been found in the new setup announced more 
than a month ago designed to help small business firms make contact 
with defense work and to inform banks how they can help finance it. 
In the meantime a month has passed with few developments and there is 
a tendency to wait and see what comes out of it. 

Some tendency was found among banks to shift from longer to 
shorter-term Governments. There is some feeling that the price of 
long-term bonds has passed its crest. This fact, together with the 
prospect of an increase in the demand for loans, is an important fac-
tor in causing a shift to shorter maturities. 

Bankers are doing considerable wondering about the wheat 
situation. The almost complete blockade of Europe since last summer 
has greatly restricted foreign outlets and, with the growing diffi-
culty of Great Britain in establishing funds in this country to buy 
urgently needed war materials, it seems probable that country will 
supply her neeas from the large surplus wheat supplies of Canada and 
elsewhere. In the past, wars have almost invariably been stimulating 
to wheat prices but the feeling is growing that the reverse is true 
this time. 

Bankers are also greatly concerned as to how the 1941 wheat 
crop will be handled. Virtually all available storage capacity is 
now utilized by Government stocks. There is every indication now that 
the crop will be a large one. 

Many comments by bankers in the southeastern section of 
Kansas and the western part of Missouri were heard regarding the im-
proved situation in the coal mines. Railroads and chemical companies 
contracted for coal with the result that operations have been much 
steadier than usual, even though the winter has been a mild one. This 
part of the District is also interested in recent lead and zinc de-
velopments, Oklahoma being the largest producer of zinc and Missouri 
of lead. The very important part zinc is playing in the defense pro-
gram has developed a critical situation and attention is already being 
given to methods of minimizing competitive bidding and runaway prices 
for this metal. A very different situation has existed in regard, to 
lead as the war cut off markets of foreign producers and those dammed-
up foreign stocks have been overhanging the domestic lead market. 

DALLAS 

The demand for bank credit in the agricultural region in 
the north central section of Texas is moderately heavier than it was 
a year ago, which means that most of the banks have enough sound ap-
plications for credit to absorb practically all of their loanable 
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« funds. As a result, earnings this year will be quite satisfactory in 

most cases. 

The livestock and oil-producing counties of West Texas are 
semi-arid, but this winter has been exceptionally mild with consider-
ably more than normal moisture, and the ranges are in first-class 
shape. As a consequence, cattle are in excellent condition, and with 
present high prices, the raisers are all in funds and have paid off 
most of their bank indebtedness. Contracts are already being made 

* for spring calves at prices ranging from ten to thirteen cents a pound, 
and cows with calves are bringing $75• 

Sheep men also have prospered with wool from 35 to 38 cents 
and top prices for lambs. Mohair brings 45 cents. Because of the 
two-way profit, through increase and clip, cattle in this locality 
are being rapidly replaced with sheep and goats. 

While oil activity was less last year than it was a few 
"* years earlier, several new fields in the vicinity of Monahans have 

been opened recently and considerable development is now in progress. 
Some of this oil is a higher grade than in the older fields, but the 
pool is from 7,000 to 9,000 feet below the surface, which makes drill-

• ing too expensive for independent operators, and the work is being 
done by the larger companies. 

All the banks visited are making good earnings and seemed 
entirely satisfied with present conditions. However, apprehension is 
felt concerning the outcome of the war, and it is the general opinion 
that this country is going to have very bad conditions regardless of 
who wins. Most of them think that England's chance of winning is not 
particularly good. 

SAN FRANCISCO 

For some time past flax has been grown for fiber in the 
Willamette Valley, Oregon. The amount grown is limited to the ton-
nage which present processing plants can handle. There are four such 
plants and a movement is on foot to build a new one of 2,000 tons ca-
pacity. The projected plant is in a district which produces flax 
fiber about 3 feet long, which is rated as the best flax fiber grown 
in the United States. ' 

Because venture capital is timid, financing of the new plant 
has bogged down. However, the people of the community proposing the 
new plant are now going to approach the bank for cooperatives to see 
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if the setup can be made one which they can finance. The growing of 
flax for fiber can be greatly increased in the future if a way is 
found of building the processing plants. 

It is interesting to note that when land is used for flax 
growing there must be a rotation of crops for five years before it is 
again ready to produce flax. Having been grown for several years 
past, the crop is now well enough understood so that others will not 
hesitate to go into it. 

It is hoped that this activity can supply some of the short-
ages in fiber due to upset world trade conditions. 

PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

February 1941 

F ederal 
Reserve Visits to Banks Meetings Attended Addresses Made 
Bank Member Nonmember 1 Total Number 1 Attendance Number Attendanc 

Boston 24 3 27 3 1/ 1 75 
New York 62 35 97 7 5,670 2 320 
Philadelphia 38 27 65 7 2,625 7 2,625 
Cleveland 23 11 34 4 2,785 5 361 

Richmond 11 9 20 10 4,628 2 90 
Atlanta 19 13 32 4 485 10 732 
Chicago 12 17 29 5 1,245 3 260 
St. Louis 38 113 151 5 700 1 80 

Minneapolis 13 6 19 7 2,278 19 1,580 
Kansas City 9 12 21 6 680 3 290 
Dallas 56 14 70 7 4,350 4 2,300 
San Francisco 10 8 18 11 810 2 120 

1/ Not reported. 
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