
BOARD OF GOVERNORS 
OF" THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON 

12 

R-857 

ADDRESS OF"F"ICIAL CORRESPONDENCE 

TO THE SOARD 

July 18, 1941 

Dear Sir: 

There is enclosed for your information 

a table showing, among other things, the number 

and aggregate of deposits of State banks admitted 

to membership in the Federal Reserve System dur-

ing 1940 and tho first six months of 1941, to-

gethor with a statement containing excerpts from 

the bank relations reports submitted by the Fed-

oral Reserve Banks .for the month of June. 

Enclosures 

L. P. Bethea., 
Assistant Secreta~J. 

TO TI1E PRESIDENTS OF ALL FEDERAL RESERVE BM~KS 
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Federal 
Reser-.,re 
District 

STATE BANKS ADMITTED TO FEDERAL RESERVE r~mA:BERSHIP R-857-a 

(Deposits are in thousands of dollars) 
Banks admitted Banks admitted 1 Number of nonmember corn.rnercie.l banks with sufficient 

to 1 to membership cap1.tal stock to meet the ffil.nlmum statutory 
membership during I during 1940 requirements for Federal Reserve membership-~-
Jan. -- June 1941 Total ! ey Sl.Ze or deposits I Number 
Number · Deposits Number Deposits Number I Under $1 I $1 -10 . I $10 millions 

1 

on Par 

---------11-----+------+-----t------ I ~h':- I million millions I and over _ List 

I 0 I 0 141 II 45 87 I 8 I 141 Boston 
New York 
Philadelphia 

C1evela.Yld 
Richmond 
Atlanta 

Chicago 
St. Louis 
Minneapolis 

Kansas City 
Dallas 
San Francisco 

Total 

0 
25 
6 

10 
5 
l 

30 
10 

0 

l 
":)"""'' 'J'''~ 

2 

0 
52,150 
7,380 

6,150 
2,200 

730 

113,170 
8,570 

0 

I' 8 l 12,026 224 76 I 126 I 21 I 224 
4 3, 777 225 101 108 13 i 225 

~~ ~i;~~~ ~~~ I ~{ 1~b I ~ I g~ 
3 5,298 484 415 1 65 ! 2 . 52 

I 62 I 74,483 ,1,219 I 1,008 I 200 I 10 I 1,079 
43/+ 

78 I 2~ I ~:j~~ ' ~~ I ~~~ I ~ II' 6 I 

1,~g i.· ~~ ! ~i:i~~7 ~~~!I ~~~ I ~~ I g I 
s3o 4 5,125 194 13s 37 I 9 : I I 

402 
174 
182 

3,697 1 
93 • 192,420 1****188 _

1
218,317 I 5,-2-09--t,---4,-0-9-2-~-----1-,0-10·-r--79 1 

---.,v-,*"--.T.,.h_e_s--e--.f"i-Jgu'--r-e_s_a_r_P ___ J-a_s_o-;f....-..:D-e_c_em~lSr'-e-r---:3""1'-,__,1..,.9:-;!3'""'9-,---;"'th,...e__,l,_a..,t_e_s.:.,.t-. -,-..,---..,.--'----,-~..---+--d.....-at'a hav~ been compiled. 

-1H~ These totals inClude, and the distribution by r:...rnount of deposits excludes, 28 banks vrit,h no deposits or 
for v:hich deposit figures were not available. 

~~~r;(- Includ_es one ne1vly organized bar1k vzith no deposits. 

~-lBH~ Excludes two banks orgr:mized to succeed national banks, one organized to succeed a State member as part of 
a rehabilj_tation progrc:Jn, and one organized to succeed a State member whose charter had expired. 
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R-857-b 
July 18, 1941 

Not for publication 

EXCERPTS FROM BANK RELATIONS REPORTS 
FOR THE MONTH OF JUN:E 19@ 

BOSTON 

Visits were made to fourteen member banks, two in Rhode 
Island and twelve in northern New Hampshire. 

All banks visited reported increases in loans and deposits, 
and earnings for the first six-months period were above those of the 
corresponding period of a year ago. • Sales of Defense Bonds 
were not large at ar~ point--a number of bankers expressed the view 
that no increase could be expected in t,he absence of a vigorous sales 
campaign. 

NEW YORK 

Western New York 

Oil fields are partic-ularly active as the refineries are 
purchasing all the oil obtainable. • • • There arc now approximately 
100 strings of tools in operation in this area, which compares to 20 
or 25 a year ago. Cr~de oil is currently selling for $2.55 a barrel, 
having advanced 15 cents within the last few weeks. The increased 
tempo of business and the fact that shipments of Texas and Louisiana 
oil have been curtailed due to withdrawal for overseas duties of ap
proximately one-fifth of the oil tankers operating on the Atlantic 
seaboard, are said to be responsible for the greatly increased pro
duction of the whole Bradford-Allegany field·. 

Northeastern New York 

Loan demru1d is, in general, showing improvement and the loan 
total of $32,100,000 reflects an increase of about 7 per cent in the 
last year. The chief increases in bank loans are in institutions 
which are active in the consumer credit, personal loan, and mortgage 
fields. A number of bankers in the rural areas report that many new 
loans have resulted from the purchase of equipment b,y farmers who are 
being forced to mechanize their operations due to the shortage in 
farm labor. The officers of one smnll bank state that the,r do not 
share the opinion often expressed that banks must be satisfied with 
lower loan totals as compared with the 1920's and say that loans can 
be obtained ~- going after them. • • • Another bank has advertised 
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in the newspapers that rates as low as 4 per cent will be granted on 
satisfactory loans of $1,000 and over, which has resulted in an ex
pansion of their list, some borrowers coming from outside of the ter
ritory. At two other institutions, loans have increased since the.1 
have shown the public that they are anxious to raakc loans. 

Paper and pulp mills constitute the chief industrial activ
ity in this territory and their operations have been at capaci~ since 
shortlY after the outbreak of the European war, when importations of 
Canadian and Scandinavian pulp were curtailed. The cutting of lumber 
and of pulp wood in the area is said to be at the highest point 
reached in many years, and there is an actual shortage of labor in 
this field. 

In an area to the north of the village of North Creek, about 
twenty-five miles west of Lake George, the Titanium Corporation of 
America, a subsidiary of the National Lead Compaey, has purchased a 
vast tract of ore land and has started construction of a mining and 
smelting project which, it is reported, will cost between five a.'1d 
ten million dollars. 

Western New Jersgr 

Hunterdon County ranks first among all New Jersey counties 
in the chicken industry--selling day-old chicks, producing eggs, and 
marketing poultry. A large cooperative activity which has developed 
during the last few years is the Flemington Auction Market for the 
selling of eggs and poultry, which now does a business in excess of 
$2,225,000 annually. The successful operation of this organization 
has resulted in this plan of selling being widely copied by poultry
men elsewhere • 

PHILADELPHIA 

Schgrlkill and Luzerne Counties, Pennsylvania 

For the first time in several years bankers in this area 
are taking an optimistic view of the future of the anthracite indus
try. Many believe that the prospective shortage of oil in the eastern 
and northeastern States, attributable to the lack of transportation 
facilities, together with the proposed conservation of oil supplies 
for defense purposes, will greatly u1crease the alreaqy heavy demand 
for hard coal. This view receives further support through reports 
that manufacturers of coal stokers have received such a volume of 
orders in the last month that many of them cannot make deliveries 
for from four to nine months. • • • A few of the larger operators 
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such as the Hudson Coal Compan,y, the Glen Alden Coal Company, and the 
Philadelphia and Reading Coal and Iroil Company were reported to have 
reopened or to be preparing to reopen certain mines which have been 
idle for several years. 

Illegal mining of anthracite, commonly known as bootleggi,."lg, 
still flourishes in Schuylkill County, but an increasing number of op
erators are obtaining leases to the properties on which the,y operate. 
In some instances these operators are compelled to sell their output 
to breakers operated by the owners of the land. 

Mar~ farmers in Schuylkill Coun~ have been quite successful 
in growing tomatoes under contract for H. J. Hein.z Company and this 
crop a.t present appears to be in good condition. Grain and l".t.O¥ crops 
are somewhat stunted because of the dry weather in M~ but no loss is 
anticipated as the yield is heavy and p~ices are good. The apple crop 
was partially destroyed by late frosts and some loss will result. 

CLEVELAND 

There appears to be no rnyme or reason to the varying suc
cess in the sale of Defense Bonds. In certain industrial communities 
where employment and wages are high, bonds are net moving to the ex
tent that they are in other corrum.mi ties \7here the market would not 
appear to be so good. In a few scattered instances sales are reported 
to be 11 surprisingly large". Generally, they are somewhat disappoint
ing. 

The active officer of a recently admitted State bank stated 
that two city correspondent banks had asked him his reasons for want
ing to become a member of the Federal Reserve System. • • • He said 
that all city bankers tell him the,y cannot get along without the Fad
eral Reserve, and ut the same time wonder wqy the smaller banks join 
the System. 

RICHMOND 

Mar:( land 

Rain came too late to repair the damage done to strawberries, 
peas, and other advanced truck crops tr~oughout the State •••• The 
tobacco crop in southern Maryland has not been affected b,y drought •••• 
Maryland tobacco prices are now at an all-time high level. 

Many farmers are accepting the offer of the Federal Govern
ment to lend $1.09 or $1.07 a bushel, according to the grade of the 
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wheat, and if the price of wheat advances next spring the owner is en
titled to the advance, but if the wheat remains the same price or drops 
lower, the Federal Government owns the wheat. 

An order for $'74,000,000 worth of additional bombers and 
spare parts has been awarded to the Glenn L. Martin Company, which al
ready has a backlog of more than $323,000,000 in orders. 

National defense activities in the Baltimore area are mir
rored in a continued sharp rise in the electric output of the Consoli
dated Gas, Electric Light a~d Power Company. • • • This company placed 
a new 33,500 horsepower generating unit in service at Westport last 
August, and an additional 6'7,000 horsepower unit will go into,use dur
ing the current yeTJX. 

The increasing emplqyment of 1nen in defense activities has 
been reflected in the filling of many light-work positions around 
Baltimore with women workers. A number of office buildings have be
gun a change over to women elevator operators; women cab drivers are 
increasing in number; and girls are being used for messenger service 
and office-boy duty. 

Virginia 

The co~nercial apple crop is indicated about 25 per cent be
low last year •••• The peach crop, however, is in a much better con
dition, with production indicated 50 per cent above last year. 

Additional defense contracts during June were announced 
calling for expenditures that will include a $6,000,000 Ar~ depot to 
be built near Richmond, Virginia, a $2,500,000 Army warehouse at 
Alexandria, Virginia, with further construction amounting to approxi
mately $2,)00,000 to be effected at Camp Lee and about $3,400,000 of 
new construction and housing facilities at Fort Belvoir. 

West Virginia 

The wheat yield is indicated at two bushels per acre less 
than last year. Corn stands are thin because of poor germination •••• 
The largest crop of cherries in the history of Jefferson and Berkeley 
Counties is now moving to market. The crop is expected to total around 
J, 000,000 pounds. • • • Thousa.."l.ds of new peach trees set out in the 
near past are bearing a record-breaking crop of 490,000 bushels. 

Coal production in the first six months is slightly below 
the same period last year. 

,• Increased employment at the ordnance plant and various cbemi,.-
cal pl~nts in the Charleston area has created a business boom and at 
the same tune has created a housing shortage. 

t.? 
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North Carolina 

The growth of cotton has not been seriously impaired. To
bacco is improving, but still mostly in unsatisfactozy condition •••• 
Cantaloup producers expect to harvest the largest crop on record this 
season. A production of 722,000 crates is indicated, which is 27 per 
cent greater than last year. Good apple and peach crops are 
currently indicated. 

Passage of the deficiency appropriation bill at Washington 
provided for expenditure of approximately $24,190,000 in the Carolinas 
for national defense. Of this sum, $14,990,000 will be spent for the 
marine aviation base on the Neuse River in North Carolina. 

A building and loan association in Raleigh reduced interest 
rates on home loans from 6 per cent to as lmv as 4 per cent beginning 
June 2, ar1d extended the ma.\:imum ter:a of loans from 11-1/2 to 15 years. 

Several firms have announced a second wage increase within 
a few months. Sixi:ff-two thousand of North Carolina's 113,469 textile 
workers have benefited from the raise i.11 minimum wages. 

South Carolina 

Coastal tomatoes c...nd cucu.11bers were damaged by flooding rains. 
Tobacco stands are irregular. • Weather conditions were also con-
ducive to an increase jn weevil activity. 

ATLANTA 

Northwestern Alabama 

Current crop prospects are very good and little or no damage 
has resulted from the recent drought. 

In most of the smaller couunu..'l.i ties, the farmers are said to 
be so interested in liquidating old debts and making purchases that 
they have deferred for some time before buying Defense Bonds. 

CHICAGO 

There was considerable discussion at the Michigan bank con
vention of the Governor's recent veto of a bill to prohibit State-wide 
br&nch barJcing. 

1.8 
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By the end of May, seventh district employment showed an in
crease of approximately 27 per cent over the corresponding period a 
year ago. Pay rolls were up 47 per cent. 

A two-month backlog of unfilled orders presents a problem to 
furniture manufacturers and few of them can promise immediate delivery. 
Most of the factories already are on a capaci-cy production basis. 

In the latter part of June the corn in central Illinois was 
the finest and earliest :L11 you.rs • 

.ST. LOUIS 

In northern Missouri the laud is for the most part fertile 
and is intelligently farmed. • • • There is broad diversification of 
crops. The high prices of milk and eggs have served to lift farm in
comes, and farmers are doL'"lg well. Farms are well kept, and equipment 
is modern. Shipments of livestock in 1940 were heaviest in a munber 
of years. With the exception of winter wheat, which was severely dam
aged bJ the freeze last Novembel', proopects for crops are exceptionally 
fine, and in the recent past have been improved b,y rains. 

Almost universally bankers are taking an active part in dis
tritrution of Defense Bonds. 

MINNEAPOLIS 

Western North Dakota and Northwestern South Dakota 

In aL"nost all of this territory one of the major problems 
confronting bankers is the profitable employment of excess funds. 
Local demand for money is light, with but few exceptions. • • • Quite 
general~ banks receive 7 per cent, the legal rate, on chattel mort
gage loans. Very few real estate loans are b0ing maae·. With but few 
exceptions, bankers indicate they are very conservative in making 
cattle loans. 

Bankers frequently commented on changed conditions in banl{
ing and pointed out the contrast in the territory now served by them 
as compared to the situation that existed nome years ago. One banker 
stated that his bank is the onl;y one left of 17 that previously oper
ated in that county, and in another case, the banker stc..ted that of 23 
banks formerJ.y in that trade area, his b~1k is the sole survivor. 

At Dick:L.•son, North De.kota, it was asserted that during 1940 
there was no moisture from May 1.3 u.."ltil fall, while this year they had 
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12.99 inches during a 1'1-d~ period i.n the latter part of May and ear]¥ 
in June. 

At New England ln southwestern North Dakota, it was reported 
that over one lilillion bushels of whoat were ahipped out in each of the 
past two years. • • • It is ~stimated that the 1941 wheat crop will 
be the heaviest since 19.32. • • • Ma.ny bankers believe that one of 
the most serious questions for this urea is the marketing of the pros
pective wheat crop. Grain elevators are full. • • • Serious thought 
is being given to the erection of snall storage buildings b<J those 
able to bear the expense in order to protect their crop. 

I.and for range purposes can be lr:.Hlsed chee.ply. In one in
stance it was stated that the figure agreed upon was only six cents 
per acre annually. 

Lignite mines are o. source of considerable revenue~ In many 
parts of this terri tory, lignite is a.vu.Hable at prices r~mging from 
$1.50 to $2.00 a ton. At Dickinson, North Dakota, there is u two mil
lion dollar lignite briquet .Pla'1t. In several other towns the produc
tion of lignite is ostir.1utcd at about .300,000 tons an.11Ually. 

Southeastern $outh Dakota 

In the western part of this area the farmers have had on]¥ 
one crop of corn in ten years and very little small grain. This year 
they had five inches of rain in April followed qy· three weeks of dry 
weather and more recently tr.r showers. A fair crop is in prospect. 
The one principal hazard which is menacing a"t the present time is 
grasshoppers. The hatch was exceptionally large. 

The statement i~ commonly made that no one ever loses ll."\Y 
money on o. feeder loan a...>1d since the bulk of the rediscounts which 
have been offered to us recent]¥ consists of feoder paper, it seemed 
desirable to check this statement with some of the old-timers. A 
majority of the bankers whose banks have weathered all of the storms 
in the last twenty-five years did not endorse this broad statement. 

The recent State legislation permitting the establishment 
of offices in the same or adjoining counties to transact all types of 
banking business except the making of loans has created a number of 
serious problems. • • • Twenty-one are alreaczy in operation in the 
State and sixty more have either been applied for or are known to be 
contemplated. Accounting systems lack uniformity. • • • Under some 
conditions the head office and the branch office real]¥ constitute 
two banks with only one capital structure. At times a comrnunity with
out a bank c~'l play two neighboring bm1ks against each other and in 
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that way obtain a branch office even though the volume of business 
is not sufficient to warrant the office. • • • The branch offices 
range widely in size. At Tabor, for example, the office has only 
$40,000 of deposits and $18,000 of loans, the office being operated 
~J one girl at a salary of $12 a week. • • • 

NortP~central ~~esgta 

The principal industry in tho so-called Iron Range is, of 
course, iron mining, and it is expected that this year the total ton
nage will be 75,000,000 as against a previous high of 62,000,000 tons. 

KANSAS CI'U. 

Excessive rains have done considerable darnage: the wheat 
crop will be much below whe.t vms expected a nonth ago and heavy ruins 
have caused loss from soil erosion. But tho general moisture situa
tion is so greatly improved over recent ye~.rs and prices of farm 
products have advanced so rapidly thu.t tnere is little disposition 
arzy-where to complain. 

Bankers report no shortage of harvest labor. As a matter 
of fact, they say little labor is required on small farms under modern 
conditions as it is a common practice for a farmer himself to operate 
his combine and stop the machine long enough to haul awa.y the wheat. 

Almost without exception, the demand for Defense Bonds in 
rural commu.."'li ties is very disappointing. Bankers say that farm people 
have been hard up for so long and havo such pr,3ssing needs for things 
they for years have been unable to buy that there is little prospect 
of substantial sules to them in the im.med.iate future. On the other 
hand, Defense Bonds arc selling much better in communities vrhere there 
are retired people and where employment has picked up sharply. 

DALLAS 

No report received. 

SAN FRAHCISCO 

Crops and ranges are in excellent condition. Frequent rain
fall has continued through the late spring months, a.>1d ground moisture 
conditions are "Cotter than for a numbor of years. This also has l'e

sulted in augmentirJ.g the water in storage for irrigation purposes. 
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PUBLIC rn:LATIONS ACTIVITI.ES OF FEDEHAL RESERVE BANKS 

June 1941 

Federal . ' Visits to Banks I Meetings Attended Addresses Made 
Reserve 

Bank Member !Nonmember! Total t Number jA t tendance Number J Attendance 
I 

Boston 14 0 14 9 1/ 0 0 
New York 115 32 147 16 1.,070 2 325 
Philadelphia 62 28 90 1 50 1 50 
Cleveland 70 25 95 14 4,305 4 361 

Richmond ll1- 26 ;.o 7 1,917 1 50 
Atlanta 16 16 32 1 1-1 0 0 
Chicago 11 0 11 2 1,202 1 140 
St. Louis 62 95 157 7 1,982 3 885 

Minneapolis 78 101 179 6 2,900 3 324 
Kansas City .39 60 99. 11 1,061+- 2 254 
Dallas 0 0 0 ,.., 

.:. 175 0 0 
San Francisco 21 7 28 17 3,777 5 780 

11' Not reported 
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