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PREFATORY STATEMENT 

The Administrative Committee of the American Bankers 
Association, at a meeting held April 21, 1940, authorized the 
president of the Association to appoint a committee of five to 
have charge of the preparation of any reports or material to be 
submitted in connection with hearings of the United States 
Senate Committee on Banking and Currency on a national 
monetary and banking policy, as provided for in Senate Reso
lution 125. This action was reported to and approved, April 
23, 1910, by the American Bankers Association's Executive 
Council, in which, under the constitution of the Association, 
is vested the administration of its affairs in the interim be
tween sessions of the General Convention. 

Following the receipt by the Association of a communica
tion from Senator Robert F. Wagner, chairman of the Com
mittee on Banking and Currency, under date of May 18, 1940, 
inviting it to prepare replies to certain questions compiled by 
his committee, the president of the Association, Robert M. 
Hanes, named a Special Banking Studies Committee of five to 
study the subject matter of the questionnaire and supervise 
the preparation of responsive material on behalf of the Asso
ciation. 

Colonel Leonard P. Ayres, vice president of the Cleveland 
Trust Company, Cleveland, Ohio, chairman of the Research 
Council and of the Economic Policy Commission of the Amer
ican Bankers Association, was designated as chairman of this 
committee and promptly organized it for work, the first meet
ing being held June 20, 1940. In October 1940, Colonel Ayres 
was called to Washington for military service, and W. Ran
dolph Burgess, vice chairman of the board of The National 
City Bank of New York, was appointed to serve as chairman in 
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Colonel Ayres' stead during his absence. The other members 
of the committee are Raymond N. Ball, President Lincoln· 
Alliance Bank & Trust Company, Rochester, New York; 
Harry A. Bryant, President Parsons Commercial Bank, Par
sons, Kansas; A. George Gilman, President Malden Savings 
Bank, Malden, Massachusetts, and S. H. Squire, President 
The Tiffin National Bank, Tiffin, Ohio; and the secretary, 
Gurden Edwards, Director Research Council and Secretary 
Economic Policy Commission, A.B.A. 

The group of 86 questions directed to the American Bankers 
Association is divided into six parts as follows: I. Deposit 
Insurance, II. Supervision, III. Legal Status of Banks, IV. 
Earnings and Interest Payments, V. Bank Organization and 
Structure, VI. Credit Control. At the first meeting of the spe· 
cia! committee in June 1940, sections of the questions were 
assigned to the members and the preparation of the studies 
and answers relative to them placed under their supervision. 
The facilities of the Research Council and other units in the 
general Association were placed at the disposal of the com· 
mittee by Executive Manager Harold Stonier. 

The secretary of the committee was directed to engage ade
quate technical assistance and have intensive studies prepared 
relative to each question, presenting ( 1) pertinent legal, statis
tical, and other factual material, ( 2) a digest of important 
authoritative opinion, and (3) tentative answer material. This 
preparatory background material was submitted by the secre
tary to the members of the committee and in cooperation with 
them proposed replies were drafted for the questions. As the 
proposed replies to each of the six groups of questions were 
completed they were submitted to the entire membership of 
the special committee and discussed at subsequent meetings. 
They were also submitted to the following groups in the 
Association:-

THE NATIONAL OFFICERS: 

President, P. D. Houston, Chairman of the Board Amer
ican National Bank, Nashville: Tennessee. 



First Vice President, H. W. Koeneke, President The 
Security Bank of Ponca City, Ponca City, Oklahoma. 

Second Vice President, W. L. Hemingway, President 
Mercantile-Commerce Bank and Trust Company, St. 
Louis, Missouri. 

Treasurer, B. Murray Peyton, President The Minnesota 
National Bank, Duluth, Minnesota. 

Executive Manager, Harold Stonier. 
General Counsel, D. J. Needham. 

THE EcoNOMIC PoLICY CoMMISSION: 

W. Randolph Burgess, Vice Chairman of Board National 
City Bank, New York, N.Y., Chairman. 

Lindsay Bradford, President City Bank Farmers Trust 
Company, New York, N.Y. 

A. P. Giannini, Chairman of Board Bank of America 
N.T. & S.A., San Francisco, California. 

Charles L. Smith, President First National Bank, Salt 
Lake City, Utah. 

Charles E. Spencer, Jr., President First National Bank, 
Boston, Massachusetts. 

F. M. Farris, President Third National Bank in Nashville, 
Tennessee. 

Richard S. Hawes, Vice President First National Bank, 
St. Louis, Missouri. 

Harold H. Helm, Vice President Chemical Bank & Trust 
Company, New York, N.Y. 

William M. Massie, Vice President Fort Worth National 
Bank, Fort Worth, Texas. 

Winthrop W. Aldrich, Chairman of Board The Chase 
National Bank, New York, N.Y. 

Gwilym A. Price, President Peoples-Pittsburgh Trust 
Company, Pittsburgh, Pennsylvania. 

E. S. Woosley, Vice President Louisville Trust Company, 
Louisville, Kentucky. 

THE RESEARCH CouNCIL: 

Mr. Burgess, Chai~man. 
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· Lawrence M. Arnold, Executive Vice President Seattle· 
First National :6ank, Seattle, Washington. 

G. Fred Berger, Treasurer Norristown-Penn-Trust Com· 
pany, Norristown, Pennsylvania. 

John B. Byrne, President Hartford-Connecticut Trust 
Company, Hartford, Connecticut. 

H. Grady Huddleston, Secretary Tennessee Bankers As
sociation, Nashville, Tennessee. 

Fred I. Kent, Director Bankers Trust Company, New 
York,N. Y. 

E. J. Miller, President South Texas National Bank, San 
Antonio, Texas. 

Clarence L. Robey, President Purcellville National Bank, 
Purcellville, Virginia. 

Earl B. Schwulst, First Vice President Bowery Savings 
Bank, New York, N.Y. 

Tom K. Smith, President The Boatmen's National Bank, 
St. Louis, Missouri. 

J. Harvie Wilkinson Jr., Vice President State-Planters 
,Bank and Trust Company, Richmond, Virginia. 

0. Howard Wolfe, Vice President and Cashier Philadel
phia National Bank, Philadelphia, Pennsylvania. 

H. Lane Young, President Citizens & Southern National 
Bank, Atlanta, Georgia. 

ADVISORY MEMBERS 

John J. Driscoll Jr., Driscoll, Millet & Company, Phila
delphia, Pennsylvania. 

Dr. Virgil Jordan, President The National Industrial 
Conference Board, New York, N.Y. 

Dr. Herman B. Wells, President Indiana University, 
Bloomington, Indiana. 

A.B.A. STAFF MEMBERS 

W. Espey Albig, Secretary Commerce and Marine Com
mission. 

Dr. PaufF. Cadman, Economist.· 



Gurden Edwards, Secretary Economic Policy Commis
sion. 

Dr. Ernest .M. Fisher, Director Research in Mortgage 
and Real Estate Finance. 

Thomas B. Paton, Assistant General Counsel. 
Frank W. Simmonds, Secretary Bank Management Com

mission. 
Gilbert T. Stephenson, Director Trust Research The 

Graduate School of Banking. 

The proposed replies were also submitted to A. L. M. Wig· 
gins, President Bank of Hartsville, Hartsville, South Carolina, 
Chairman Committee on Federal Legislation, A.B.A.; and to 
Thomas M. Steele, President First National Bank and Trust 
Company, New Haven, Connecticut, and R. E. Harding, 
President Fort Worth National Bank, Fort Worth, Texas, the 
two latter having been designated by the president of the Na
tional Bank Division to consult with the chairman of the 
special committee on points of specific national bank interest. 
Within the special committee, the president of the State Bank 
Division, Mr. Bryant, was designated to consult with represen
tatives of that division in respect to points of specific state bank 
interest, and similarly Mr. Gilman, who was president of the 
Savings Division, 1939-40, was designated to represent the 
viewpoints of savings banking. In addition, from time to time 
a number of special points were discussed with others deemed 
especially qualified to advise upon them. The committee is 
deeply indebted to Charles P. Blinn Jr., Executive Vice Presi
dent Philadelphia National Bank, Philadelphia, Pennsylvania, 
chairman of the Subcommittee on Section 5219 U.S. Revised 
Statutes of the Association's Committee on Federal Legisla
tion, and to his associates on the committee, for an exhaustive 
study made of and replies prepared to the questions raised in 
respect to 5219 in question 4, subdivision D, section II of the 
questionnaire; also to the American Institute of Banking Re
search Committee, G. Fred Berger, Treasurer Norristown
Penn Trust Company, Norristown, Pennsylvania, chairman, 
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for cooperation in obtaining a cross section survey of banker 
experience relative to a number of points brought up in other 
questions. 

The members of these various groups were asked by the 
special committee to review the proposed answers and submit 
criticisms or suggestions in regard to them. Numerous 
thoughtful and constructive replies were received and were 
considered by the committee in revising the proposed answers. 
These revisions were then resubmitted to the same groups 
and their replies again considered in preparing further revi
sions. On behalf of the Special Banking Studies Committee 
grateful acknowledgment is made to the many individuals 
who thus rendered it most valuable service in its endeavors to 
bring seasoned banking experience and judgment representa
tive of all types of banking to its aid in preparing the answers 
in the following pages. While many suggestions became 
directly or iiidirectly part of the report as now drafted, there 
inevitably remained some differences of opinion among those 
consulted which could not be wholly harmonized. The report 
does, however, represent a substantial consensus among them. 

This report is submitted with certain other qualifications. 
The facts presented and the conclusions drawn are based on 
information and conditions as of the time of the present writ
ing. The answers were prepared by a group of bankers who 
are well qualified by experience and capabilities to present 
constructive replies to the questions propounded, and they 
were advised and assisted by the broader groups indicated 
above. However, it is not assumed that the results will receive 
unanimous approval among the 15,000 banking institutions 
of the country, operated by many men of diverse minds and 
interests, and subject to the great diversity of local economic 
and social environments which are characteristic of the dy
namic and varied life of the United States as a whole. It is 
hoped that a broad expression of viewpoint from the banking 
profession will be called forth by this report. 

The present report is limited to responses to the questions 
propounded by the Senate Committee on Banking and Cur-
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rency in its printed questionnaire. The American Bankers 
Association desires to reserve the privilege of submitting sup
plementary statements and of presenting oral testimony re
lating to questions which may come before the committee. 

April15, 1941. 

P. D. HousToN, President 
American Bankers Association 
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Admission to Insurance, and Granting 
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State Bank Division, resolution on 
compulsory Federal Reserve 
membership, 83-84 

American Bankers Association resolu· 
tions 

admission of new banks to insur· 
ance, 69 

bank charters, limitation of, 30-31, 
69·70 

bank examinations, 29 
branch banking, 93-99 
checks and balances in supervision, 

65,77 
compulsory Federal Reserve mem

bership, 83-84 
dual system, 65, 77-78 
existing supervisory organization, 65 

Appeals from supervisory require· 
ments, 63-64 . 

Assessments, deposit insurance 
adequacy of, 21-22,25-26 
increase of. 26 
reduction of, 25-26 

Asset Quality and Type, 34-48 

Assets 
cash value of, 49 
distribution of, factors determining, 

42•43 

examiners' analysis of, 24-25 
liquidation of, by F.D.l.C., 23 
long term, 45"47 
losses on, charge-off of, 49·50 
quality of 

in examination agreement, 41 
F.D.I.C. policy regarding, 41 
improvement in, 24-25 
and type of, 34'48 

segregation of, against time deposits, 
99·101 

short term, 45·46 
supervisors' criticism of, 34-35 
types related to time and demand 

deposits, 44-46 
valuation of, 48·51 

Balance sheets, publication of, so 

Bank borrowing 
absence of, effect on rediscount rate, 

122 
from correspondents, 81-82, 115 
from Federal Reserve banks, 115 
of non-member banks, 81-82 
publication of amount of, 50·51 

Bank charters; see Charters 

Bank credit, effect of supervision on, 
27·2g, 66-67 

Bank examinations; see Examinations 

Bank examiners; see Examiners 

Bank failures; see Failures 

Bank Organization and Structure, 93-
105 

major conclusions regarding, 14-15 

Bank supervisors; see Supervising au· 
thorities 

Bank taxation 
amendment of national law on, 59· 

6o 
effect on capital, 57·6o 
methods of, 57·58 

Banking, justification for supervision 
of, 27 

Banking law, federal, codification of, 
99 

Ban king offices, number of 
adequacy of, 7114 
compared with population and in

come, 72 



Banking policies, emergency, 16·18 

Banking power: ooncentration of, 93· 
99 

Banking structure: see Bank Organiza
tion and Structure 

Banks 
oorrespondent 

borrowing from, 81-82, 115 
deposits with, 124 
functions of, 130 

with demand deposits 
oompulsory insurance of, 78-81 
oompulsory operation exclusively 

under national or state charters 
and supervision, 76-78 

divorce of, from securities oompa· 
nies, tOh{ 

failed, receivership of, 22·23 
Federal Reserve; see Federal Reserve 

banks 
functions of, 27, 85·86 
insured; ,!ee Insured banks 
member; see Member banks 
mutual savings, number, acoounts 

and deposits of, 100 
national; see National banks 
non-member; see Non-member 

banks 
non-mutual, number and deposits 

of, 100 
not having access to Federal Reserve 

credit, disadvantages of, 81-82 
not in par collection system, 81-82 
not subject to reserve requirements 

of Federal Reserve, disadvan
tages of, 81-83 

number of 
adequacy of, 71-7 4 
population and inoome compared 

with, 72 
1900·JJ,30 

personal loan departments, opera
tion by, 47-48 

state; see State banks 
suspensions of insured and unin· 

sured, I9J6·J9, 8o 
taxation of, 57-60 
uneoonomic, oonsolidation and li· 

quidation of, 73 
uninsured; see Uninsured banks 

Banks, legal status of, 69-84 
major oonclusions regarding, 14 

Board of Governors of the Federal 
Reserve System 

oomposition and powers of, sugges
tions for, 1o8-g 

Federal Reserve bank relationship, 
suggestions for, 108-g 

and Federal Reserve banks, friction 
between, 1 o6-8 

government control of system 
through, 111 

government official as member of, 
112•13 

interest on time deposits, regulation 
of, 8g-go 

members, number, tenure and sala· 
ries of, 106-7 

membership less attractive on, 109 
monetary policy 

criteria of, 116·17 
determination of, 115·16 

preferred stock retirement, approval 
of, 61 

Secretary of Treasury as member of, 
112•13 

weaknesses in set-up of, 106-8 

Boards of directors of Federal Reserve 
banks 

composition of, 109-10 
election of, 109·10 

Bond prices 
decline in, 115, 122·23 
effect of easy money on, 119-20 
high level of, 129 

Bond ratings, s8·39 

Bonds; see also Government securities, 
Investment regulation and In· 
vestments 

eligibility for bank portfolios, 36 
government, decline in market val· 

ues of, 37 
industrial, 44·45 
marketability requirements for, 39· 

40 
railroad, 44 •45 
reserve privilege, 128·29 
sale by Federal Reserve System and 

Treasury, 128·29 
supervisory control over, 35-40 
valuation of, in examinations, s6·37 

Borrowing; see Bank borrowing 

Branch banking, American Bankers 
Association resolutions on, 93"99 

Business activity 
oontraction of, monetary check re

lated to, 121 
disoount rate's influence on, 122 
Treasury and Federal Reserve poli· 

cies effect on, 129 

Capital, bank, 51·61; see al.!o Capital 
ratios, bank 



accumulation of, 56-,57. 85, 88 
adequacy of, 51·56 
earnings, effect on, 85, 88 
examination procedure, effect on, 37 
Federal Deposit Insurance Corpora-

tion policy regarding, 52, 55 
principles of public policy regard

ing, 51·52 

Capital, Federal Reserve bank, 112 

Capital ratios, bank 
deposit increases related to, 128·29 
legislation on, 52, 53 
supervisory control over, 54-56 
use of, 52-56 · 
weakness of, 53 

Cash policy, bank, 83 
Cash value of bank assets, 49 

Chain banking, 93-99 

Charge-off of losses on bank assets, 
49•5° 

Charters 
American Bankers Association reso· 

lutions favoring restriction of, 
30·31 

Economic Policy Commission report 
on, 73-74 

conversion of 
reasons for, 76 
statistics of, 75 

granting of 
and admission to insurance, 6g-81 
competition in, 29-31 
methods of, 6910 

national or state, exclusive opera
tion under, 76-78 

transfer of, 74-76 

Codification of federal bankinglaw,gg 

Committee on Federal Legislation, 
A.BA., Subcommittee on Sec
tion 5219, 59 

Commodity prices, influence of cheap 
money on, 125 

Competition 
bank,93, 99 
in bank service charges, 92 
charter, 29-31, 70, 74. 76 

Comptroller of the Currency 
independence of, 65 
investment regulation of, 36, 39·40 
preferred stock retirement, policy 

regarding, 54'55• 6o-61 
as receiver for failed national banks, 

23 

Concentration of banking power, 93, 
99 

Consolidation 
bank, approval of, 70-71 
of Federal Reserve banks, 113-14 
of uneconomic banks, 78 

Control; see Credit Control and Su
pervising authorities 

Conversions, charter, 75·76 

Correspondent banks 
borrowing from, 81-82,115 
deposits with, 124 
functions of, 130 

Coverage of deposit insurance, 20-21 

Credit; see Bank credit and Federal 
Reserve credit 

Credit Control, 106-3o; see also Mone· 
tary policy 

conclusions regarding, 15-16 
fiscal policies as instrument of, 117· 

19 
need to exercise, 114 
proposed measures for, 123 
rediscount eligibility regulations and 

rediscount rates, significance in, 
114-15 

security prices, relationship to, 121-
22 

supervision as instrument of, 27-29 

Credit expansion; see Monetary ex· 
pansion 

Credit policy; see also Monetary pol· 
icy 

and fiscal policy, coordination of, 
117-19 

Currency circulation, increase in, ef· 
feet on excess reserves, 125 

Demand deposits 
asset types related to, 44·46 
compulsory insurance of banks hold· 

ing, 78-81 
compulsory operation exclusively 

under national or state charters 
and supervision by banks hold
ing,76-78 

growth in, 126 
interest on, prohibition of, 91 
reserve ratio against, 126 
uniform federal laws for banks hold· 

ing, 65-66 
Deposit Insurance, 19-26; see also Fed· 

eral Deposit Insurance Corpora· 
tion and Guaranty of deposits 

admission of banks to, 6g, 78-81 



assessments 
adequacy of, 21-22, 15·16 
increase in, 26 
reduction of, 25-26 

bank operations under, 24-25 
as cause of bad banking. 24 
compulsory membership in, 78-81, 

83·84 
conclusions regarding, 12 
effect on segregation of assets, 101 
government guaranty of, 21·22 
increased coverage of, 20-21 
institution of, purpose of, 20 
number and deposits of banks with, 

79 
reasons for not joining, 79• 81 
regarded as experimental, 19, 24 
retention of, 19·20 
scope of plan of, 21·22 
termination of, 55·56, 62-63 

Depositors, per cent protected under 
depoSit insurance, 20-21 

Deposits 
additional, high reserve require-

ments against, 128 
in oorrespondent banks, 124, 129·30 
demand; see Demand deposits 
increases in, relating to capital ra-

tios, 128·29 
insurance coverage lor, 2o-21 
of insured and uninsured banks, 79 
interbank, continuation of, 129·30 
low velocity of, causes of, 126·27 
movements of, relation to monetary 

policy, 126 
protected by deposit insurance, 20· 

21 
ratio of time to demand, cause of 

increase in, 125-26 
reserve ratios against, 126 
savings; see Savings deposits 
time; see Time deposits 
velocity of 

in oomputing reserve require
ments, 127 

low, causes of, 126-27 

Devaluation of dollar, repeal power 
of, 123 

Directors, bank 
Federal Reserve 

appointment and oompensation 
of, 109·10 

election of, 111 
occupations of, 109-10 

interlocking, 70-71 
removal of, 62-63 

Discount rate; see Rediscount rates 

Dividends 
bank 

importance of, 85 
laws regulating payment of, 56 
supervisory oontrol over, 56·57 

on Federal Reserve stock, 112 

Dollar, repeal power to devalue, 123 
Dual system 

A.B.A. policy favoring, 65, 66, 77-78, 
83 

as check on receivership power of 
F.D.I.C., 22 

conversion of charters under, 74-76 

Earnings, bank 
adequacy of, 86-88 
and oorporate earnings, comparison 

of, 86-87 
effect on capital, 85, 88 
Federal Reserve, disposition of, 1 u 
necessity of, 85·86 
retention of, 56·57 
statements of, publication of, 88·8g 

Earnings and Interest Payments, 85-92 
conclusions regarding, 14 

Easy money; see Monetary policy, easy 

Eoonomic Policy Commission, A.B.A. 
membership of, 7 
report on charters, 73-74 

Eligibility 
of bonds lor bank portfolios, g6, 38, 

39"40 
rediscount significance of, 114·15 

Emergency, present, banking policies 
in, 16·!8 

Employment, influence of cbeap 
money on, 125 

Examination (s); see also Examiners, 
Supervision and Uniform ex
amination agreement 

of bonds, 36·37 
concentration in single federal 

agency, 64 ·65 
exchange of information from, 67·68 
joint, 67-68 
of loans,f.rinciples of, 4o-42 
reports o , publication of, 62 

Examiner(s): ste also Examinations, 
Supervising authorities and 
Uniform examination agree
ment 

advice to banks, 31-32 
analysis of assets, statistics of, 24-25 
appeal from requirements of, 63-64 
bond ratings, use by, g6, g8·gg 



charge-off of losses determined by, 
49·50 

criticism of loans by, 40-42 
<fucrimination against capital, long 

term, and real estate loans, 42 
enoourage tradition against borrow

ing, 115 
influence on 

bank cash policy, 33 
loans and investments, 34·35 
recovery, 32·33 

limitation on speculative activities, 
33"34 

valuation of assets, purposes of, 48 

Excess reserves 
cause of, 124 
oontrol of, 114, 123, 127·28 
dealing with, methods of, 128-29 
distribution of, 124 
effect of 

on borrowing, 115 
on eligibility and redisrount rates, 

114 
elimination of, 124-25 
magnitude of, facton determining, 

124 

Failures 
avoidance of, 31 
causes of, 29·31 
of insured and uninsured banks, 

I9J6·J9· So 
related to charter policies, 73·74 
supervision as factor in, 29·31 
under deposit insurance, 25, 79-80 

Federal deposit insurance; see Deposit 
Insurance and Federal Deposit 
Insurance Corporation 

Federal Deposit Insurance Corpora· 
tion; see also Deposit Insurance 

admission of banks by, 6g, 78-81 
assessments 

adequacy of, 21·22, 25·26 
increase of, 26 
reduction of, 25·26 

bank capital, policy regarding, 52, 
55 

bank operations under, 24-25 
bond supervisory policy of, 36 
oompulsory membership in. 83·84 
interest on time deposits, regulation 

by, 8g-go 
liquidation of assets by, 22·23 
potential liability of. 20·21 
preferred stock retirement, policy 

regarding. 55, 61 
quality of assets, policy regarding, 

41 

as receiver for failed insured banks, 
22-23 

supervision by, effect on credit, 66-
67 

uninsured banks, survey by, 79 

Federal Government 
ooncentration of supervision and ex· 

amination in, 64-65 
oontrol over Federal Reserve System, 

111 
guaranty of deposit insurance losses, 

21·22 
ownership of Federal Reserve banks, 

111-12 

Federal Open Market Committee 
additional power for, 108 
coordination with Treasury, 118-19 

Federal Reserve banks 
boards of directors of 

composition of, 109·10 
election of, 111 

borrowing from, 115 
consolidation of, 113·14 
friction between Federal Reserve 

board and, t o6·8 
government securities, sale by, 114· 

15, 123, 125, 128·29 
ownership of, 111·12 
presidents of, serving on board of 

governors, to8-g 
relations with board of governors, 

suggestions for, 108·9 
stock of, dividends and earnings on, 

112 

surplus of, return of, 112 

Federal Reserve credit, disadvantages 
of banks' not having access to, 
81-82 

Federal Reserve Membership, 81-84 

Federal Reserve policy; see also Mone
tary policy 

general o bj ecti ves of, 116 

Federal Reserve System; see a/so Board 
of Governors of the Federal Re· 
serve System 

admissions and withdrawals in, 
statistics of, 75 

compulsory membership of insured 
banks in, 83-84 

conflict with Treasury, 109 
cooperation with Treasury. 118·19 
government control over, 111 
government securities, sale by. 114· 

15· 123, 125, 128·29 
membership in, 74·76, 81 -S4 
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monetary policy 
determination of, 115-16 
effect on business, I9J7, 129 

organizational principle sought for, 
109 

ownership of Federal Reserve banks, 
111~12 

power over excess reserves needed 
by, 123, 128 

preparation for inflation by, 123 
reserves, proportion under, 83 
surplus, return to, 1 u 
tradition against borrowing encour

aged by, 115 

Fiscal policies, as instrument of mone
tary credit policy, "7"'9 

Gold 
coinage and certificates, circulation 

of, 123 
exports, effect on excess reserves, 125 
imports 

as cause of excess reserves, 124 
as factor in low interest rates, 122 
sterilization of, 123 

inactive, management of, 129 

Government, federal 
concentration of supervision and ex

aminations in, ltj-65 
control over Federal Reserve System, 

Ill 

guaranty of deposit insurance losses 
by, 21·22 

ownership of Federal Reserve banks, 
111~12 

Government securities 
decline in market values of, 37 
sale of, by Federal Reserve System, 

114·15, 123, 125, 128·29 

Granting of Charters, and Admission 
to Insurance, 6g-81 

Greenbacks, repeal power to issue, 123 

Group banking, 93·99 

Guaranty of deposits, state systems of 
encouraged bad banking, 24 
as factor in bank failures, 31 
history of, 19·20, So-81 
weaknesses of, So-81 

Holding companies, change in law on, 
104•5 

Inflation 
control of, 123 
threats of, response to, 125 

Insurance; see Deposit Insurance and 
Federal Deposit Insurance Cor
poration 

Insured banks . 
membership in Federal Reserve Sys-

tem, Sg-84 
non-member, dividends of, 56-57 
number and deposits of, 78-79 
operation exclusively under national 

or state charters and super
vision, 76-78 

suspensions of, I9Jii-J9• So 
uniform application of federal laws 

to, 65-66 

Interbank borrowing, 115 

Interbank deposits, continuation of, 
U9·30 

Interest on demand deposits, prohibi
tion of, 91 

Interest payments 
conclusions regarding, 14 
earnings and, 85-92 

Interest rates 
charged by banks, regulation of, go-

91 
discount rate's influence on, 122 
low, factors causing and continua

tion of, u2 
on personal loans, 47·48 
on time deposits, determination of, 

Sg-go 

Interlocking directorates, 70-71 

Investment banking, adequacy of facil
ities of, 102 

Investments, bank; see also Bond rat
ings, Bonds and Investment reg
ulation 

loans and, examiners' influence on, 
32•35 

in preferred stock, 43 ·44 
supervision of, 35-40 
valuation of, in examinations, 36·37 

Investment regulation, 36, 38·40 

Laws 
emergency monetary, conflict re

sulting from, 109 
federal banking, unification and 

codification of, 65-66, 99 
on holding companies and affiliates, 

changes in, 104-5 
on rules of monetary policy, 115-17 
violations of, citations by F.D.I.C. 

for, 55-56 



Legal Status of Banks, 6g·84 
conclusions regarding, 14 
Federal Reserve Membership, 81-84 
Granting of Charters, and Admis· 

sion to Insurance, 69-81 

Legislation on bank service charges, 
91·9~ 

Liquidation 
of assets, by F.D.I.C., 22-23 
of uneconomic banks, 73 
of values, deposit insurance in pe· 

riods of, 19·20 

Liquidity, factors in, 33 
Loans 

call, stock market, 44"45 
capital, 42, 46 
on commodity warehouse receipts, 

45 
examiners' criticism of, 42 
finance company, 45 
instalment, 47-48 
and investments, examiners' influ· 

ence on, 32-35 
long term, discrimination against, 

42 
personal, 4 7·48 
real estate, 42• 44·45· 46 
supervisory control over credit qual· 

ity of, 40-42 
working capital, 44-45 

Losses 
on bank assets 

charge-off of, 49-50 
statistics of, 24·25 

of banks and corporations, 87 
deposit insurance 

assessments and, 25-26 
government guaranty of, 21·22 

Management 
dependence of good banking on, !I 
incompetent, as factor in bank 

failures, 31 

Market values 
as determinant of cash values, 49 
use in bond appraisal, 36·37 

Marketability 
ofassets, 46·47 
of bonds, 36, 39-40 

Member banks 
borrowing by, effect on rediscount 

rate, 122 

earnings of, 86-87 
investments of, regulation of, 36 
ownership of Federal Reserve stock 

by, Ill 

reserves 
distribution of, 124 
proportion held by, 83 

service charges of, 92 

Mergers, approval of, 70-71 

Monetary expansion 
check to, 121-22 
danger of, 120 
need to control, 114 

Monetary laws, emergency, connict re· 
sulting from, 109 

Monetary policy; see also Credit Con· 
trol 

criteria of, 116·17 
deposit movements and, 126 
determination of, 115·16 
easy 

effects of, 119-21 
as factor in low interest rates, 1 u 
indications of excessive, 120·21 
inftuence on prices and employ· 

ment, 125 
limitation or abandonment of, 

120 
effect on business activity, 1937, 129 
fiscal policies as instrument of, 117· 

19 
reduction of excess reserves, 125 
relationship to business activity and 

prices, 121·22 

Money 
bank checks as, 27 
cheap; see Monetary policy, easy 
easy; see Monetary policy, easy 
velocity of, importance of, 125 

Mutual savings banks, 100 

National banks 
branches of; see Branch banking 
charter conversions of, statistiC> of, 

75·76 
interest rates charged by, 91 
investment regulation governing, 36 
preferred stock, retirement by, 61 
receivership of, 23 
taxation of, 57·6o 

Non-member banks, disadvantages 
with respect to 

Federal Reserve credit, 81-82 
par collection system, 81-82 
reserve requirements of Federal Re· 

serve, 81-83 
Non-mutual banks, number and de· 

posits of, too 

Occupations of Federal Reserve direct· 
ors, 109·10 
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Officers and directors, removal of, 6=· 
63 

Open market committee; see Federal 
Open Market Committee 

Organimtion 
bank, and structure, 93·105 
of Federal Reserve System, principle 

of, 109 
Par collection system 

disadvantage of banks' not being in, 
81·82 

number of banks in and not in, St 

Personal loan departments, 47·48 

Practices 
supervisory, publication of, 61·62 
unsound and unsafe 

citations by F.D.l.C. for, 55·56 
supervisory power to deal with, 

so, 62-63 

Preferred stock 
purchase by banks, 43'44 
R.F.C., retirement of, 54"55• 6o-61 

Presidents, Federal Reserve bank, on 
board of governors, 108-g 

Prices 
bond 

decline in, 115, 1U·23 
effect of easy money on, 119-20 
high level of, 129 

check on, related to monetary check, 
121·22 

commodity, influence of cheap 
money on, 125 

stock, influence of cheap money on, 
125 

Principles, supervisory, publication of, 
61·62 

Procedures 
appeal, adequacy of, 63-64 
supervisory, publication of, 61-62 

Procedures and Sanctions, 61-64 
Profits; see Earnings, bank 
Publication of 

balance sheets, 50 
borrowings, 50-51 
earnings statements, 88-Sg 
examination reports, 62 
supervisory prmciples, procedures 

and practices, 61·62 
Rates; see Interest rates and Redis· 

count rates 
Ratings; see Bond ratings 
Ratios; see Capital ratios, bank 

Receivership of failed banks, 2N3 
Reconstruction Finance Corporation 

purchase of preferred stock by, 54 
retirement of preferred stock. held 

by, 54"55· 6o-61 
Rerovery, examiners' influence on, 32· 

33 
Rediscount 

eligibility regulations, significance 
of, 114-15 

rates 
effectiveness of, 122 
significance and influence of, 114· 

15 
Regulation (s) 

of bank service charges, 91-92 
on eligibilitl. for rediscount, siguifi

cance o , 114-15 
of interest on time deposits, 89-go 
of interest rates charged by banks, 

90·91 
investment, s6. 38·40 
rules and, publication of super· 

visory, 61-62 
violations of, citation by F.D.I.C. for, 

ss·s6 
Relations Among Supervisory Agen

cies, 64-68 
Research Council, A.B.A., memhership 

of,7-g 
Reserve requirements 

additional power over, 108 
disadvantages of banks' not being 

subject to Federal Reserve's, 
81·83 

high, against additional deposits, 
128 

of member and non-member banks, 
82-83 

raising of, 123. 125, 128 
ratios against time and demand de· 

posits, 126 
supplemented by special require· 

ments, 128·29 
velocity of deposits in computing, 

127 
Reserves; see also Excess reserves 

member bank, distribution of, 124 
proportion under Federal Reserve 

System, 83 
Resolutions; see A.B.A. resolutions 
Rules 

of monetary policy, 115-16 
and regulations, publication of, 61-

62 



Sanctions 
appeals and hearings regarding, 63-

64 
enumeration of, 62-63 
procedures and, 61-64 
threat of using, 55· 56 

Savings 
effect of easy money on, 119·20 
shift in habits of, u6 

Savings deposits 
effect allow rate on, 120 
interest rate on, determination of, 

89·90 
segregation of assets against, 99-101 

Secretary of the Treasury; see also 
Treasury 

cooperation with Federal Open Mar
ket Committee, uS 

as member of Board of Governors of 
the Federal Reserve System, 
112-13 

Section 5219, U.S.R.S., 13, 57-6o · 

Securities; see Bonds, Government se
curities, Investments, and Stock 

Securities companies, divorce of banks 
from, 101-3 

Security underwriting by banks, 102-4 

Segregation of assets against time de
posits, 99-101 

Service charges, bank 
compared with income and deposits 

of member banks, 92 
regulation of, 91·92 

Silver 
as cause of low interest rates, 121 
repeal power to buy, 123 

Small loans, 47-48 

Special Banking Studies Committee, 
A.B.A. 

appointment of, 5 
membership of, s-6 
preparation of replies to question-

naire, 5·11 · 

Spi'CUlation 
bond, 36 
easy money as stimulant to, 121 
limitation on, by examiners and 

supervisors, 33·34 
security, relation to credit control, 

122 
State Bank Division, A.B.A., Federal 

Reserve membership stand of, 
83-84 

State banking departments 
exchange of information by, 67-68 
joint examinations by, 67 
as receivers for failed banks, 22 
regulation of interest on time de-

posits by, 89·90 
State banks 

appeal procedures for, 63 
branches of; see Branch banking 
compulsory insurance of, 83-84 
conversions of, statistics of, 75·76 
interest rates charged by, 91 
joint examination of, 67-68 
legal interest rates of, 91 
retirement of preferred stock of, 61 

State supervisors 
control over capital ratios by, 52, 

54"55 
joint examinations by, 67 
retirement of preferred stock, ap

proval by, 61 
Statements of earnings, publication of, 

88-89 
Sterilization of gold imports, 123 
Stock 

bank; see also Capital, bank 
interests of shareholders of, 51 
taxation of, 57·6o 

Federal Reserve bank 
dividends and earnings on, 112 
ownership of,ll1·12 

preferred 
purchase of, by banks, 43-44 
purchase of, by R.F.C., 54 
retirement of, 54-55, 6o-61 

Stock prices, influence of cbeap money 
on, 125 

Structure, bank, 93-105 
Supervising authorities; see also 

Comptroller of the Currency, 
Examinations, Examiners, Fed
eral Deposit Insurance Corpora
tion, State banking depart
ments, State supervisors, Super
vision, and Uniform examina
tion agreement 

advice to banks, 31-32 
appeal from requirements of, 63-64 
bank borrowings, publication by, 51 
cbarge·off of losses determined by, 

49·50 
charters, restriction by, 70 
control over 

bonds, 35-40 
capital ratios, 54-;;6 
loans, credit quality of, 40-42 
interest on time deposits, 8g-9o 
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rates charged by banks, go-gt 
criticism of assets by, 34-35 
federal, concentration of, 64-65 
influence on bank cash policy. 33 
influence on bank credit, 27-29 
interest on time deposits, determina-

tion by, Sg-go 
joint examinations by, 67-68 
merger or consolidation, approval 

by, 7011 
powers of, effective use of, 7416 
principles, procedures and practices 

of, publication of, 61·62 
relations among, 64-68 
retention of earnings, power to re

quire, 56-57 
retirement of preferred stock, ap· 

proval by, 54-55. 6o-61 
sanctions employed by, 55·56, 62·63 
speculation,limitatiou by, 33-34 
valuation of assets by, purposes of, 

48 
Supervision, 27·68; see also Examiners, 

Examination, Supervising au
thorities, and Uniform exami
nation agreeroent 

A.B.A. resolutions regar<Iing, 29, 65, 
77 

of asset quality and type, 34-48 
of bank capital, 51·61 
as bank failure factor, 29-31 
of bonds, 34• 35·40 
checks and balances in, 65, 77 
concentration of, in single federal 

agency, 64-65 
conclusions regarding, 12-13 
as credit control instrument, 27-29 
of distribution of assets, 42-43 
duplication of, by federal and state 

authorities. 67·68 
effect on volume of credit, 27-29 
F.D.I.C., effect on credit, 66-67 
federal, unification of, 65-66 
function of, 33 
general, 27-34 
as influence on management, 31·31 
justification lor, 27 
national or state, exclusive opera

tion under, 76-78 
of number of banking offices, 72-74 
procedures and sanctions used in, 

61-64 
relations among agencies exercising, 

64-68 
supervisors not inhibited from, 74-76 
valuation of assets in, 48-51 

Supervisors, supervisory agencies, SU· 
pervisory authorities; see Super· 
vising authorities 

Surplus; see also Capital, bank 
Federal Reserve bank, return of, 112 

Suspensions; see Failures 
Taxation; see Bank taxation 
Thomas amendment oi19JJ, proposed 

repeal of, 123 
Time deposits 

assets related to, 44-47 
growth of, 126 
interest rates on, determination of, 

8g-go 
reserve ratio against, u6 
segregation of assets against, 99-101 

Time and savings accounts, number 
of,gg 

Treasury; see also Secretary of the 
Treasury 

conflict with Federal Reserve Sys· 
tem, tog 

cooperation with Federal Reserve 
System, 118-19 

management or inactive gold by, 129 
sale of bonds by, 128 

Turnover of deposits; see Deposits and 
Velocity of deposits 

Underwriting of securities, by banks, 
102·4 

Unification, federal banking, 64-66 
Uniform examination agreement 

assets, criticism under, 34 
bonds, valuation under, 36-gg 
loans, criticism under, 40-42 
objectives embodied in, 49 

Uninsured banks 
number and deposits of, 79 
reasons for not being insured, 79 
suspensions of, Sa 

Unit banking, g3-gg 

Valuation of Assets, 48-51 
principles of public policy regard

ing, 48-49 
purposes of, 48 
supervisory function of, 28-29 

Value 
of bank assets, 48·50 
market, as determinant of cash value 

of bank assets, 28, 48-49 

Velocity of deposits 
in computing reserve requirements, 

127 
low, causes of, 126·27 

White, William R., discussion of cap· 
ital ratios by, 52·53 


