Franklin Roosevelt’s 1933
Glass-Steagall Act

The following excerpts are taken from the 37-page
H.R. 5661, “Public—No. 66-73d Congress,” the
Glass-Steagall Banking Act of 1933.”

AnAct

To provide for the safer and more effective use of
the assets of banks, to regulate interbank control, to
prevent the undue diversion of funds into speculative
operations, and for other purposes. ...

[Sec. 3 (a)] Each Federal reserve bank shall keep
itself informed of the general character and amount
of the loans and investments of its member banks
with a view to ascertaining whether undue use is
being made of bank credit for the speculative carry-
ing of or trading in securities, real estate, or com-
modities, or for any other purpose inconsistent with
the maintenance of sound credit conditions; and, in
determining whether to grant or refuse advances, re-
discounts or other credit accomodations, the Federal
reserve bank shall give consideration to such infor-
mation. The chairman of the Federal reserve bank
shall report to the Federal Reserve Board any such
undue use of bank credit by any member bank, to-
gether with his recommendation.

[Sec. 7] The Federal Reserve Board shall have
power to fix from time to time for each Federal re-
serve district the percentage of individual bank capi-
tal and surplus which may be represented by loans
secured by stock or bond collateral made by member
banks within such district. .. It shall be the duty of the
Board to establish such percentages with a view to
preventing the undue use of bank loans for the specu-
lative carrying of securities....

[Sec. 11 (a)] No member bank shall act as the
medium or agent of any non-banking corporation,
partnership, association, business trust, or individual

in making loans on the security of stocks, bonds, and
other investment securities to brokers or dealers in
stocks, bonds, and other investment securities. . ..

[Sec. 20] After one year from the date of the enact-
ment of this Act, no member bank shall be affiliated in
any manner described in section 2 (b) hereof with any
corporation, association, business trust, or other simi-
lar organization engaged principally in the issue, flota-
tion, underwriting, public sale, or distribution at whole-
sale or retail or through syndicate participation of
stocks, bonds, debentures, notes, or other securities. . ..

[Sec. 21 (a)] After the expiration of one year after
the date of enactment of this Act it shall be unlawful—

(1) For any person, firm, corporation, association,
business trust, or other similar organization, engaged
in the business of issuing, underwriting, selling, or
distributing, at wholesale or retail, or through syndi-
cate participation, stocks, bonds, debentures, notes,
or other securities, to engage at the same time to any
extent whatever in the business of receiving deposits
subject to check or to repayment upon presentation of
a passbook, certificate of deposit, or other evidence of
debt, or upon request of the depositor. ...

[Sec. 32] From and after January 1, 1934, no offi-
cer or director of any member bank shall be an officer,
director, or manager of any corporation, partnership,
or unincorporated association engaged primarily in
the business of purchasing, selling, or negotiating se-
curities, and no member bank shall perform the func-
tions of a correspondent bank on behalf of any such
individual, partnership, corporation, or unincorpo-
rated association and no such individual, partnership,
corporation, or unincorporated association shall per-
form the functions of a correspondent for any member
bank or hold on deposit any funds on behalf of any
member bank, unless in any such case there is a permit
therefor issued by the Federal Reserve Board; and the
Board is authorized to issue such permit if in its judg-
ment it is not incompatible with the public interest,
and to revoke any such permit whenever it finds after
reasonable notice and opportunity to be heard, that
the public interest requires such revocation....

September 16, 2011

EIR

Economics 31




