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Luncheon with dr, John Feyton, rregident of the Federal Regerve Benk of Minnesypolisg

from 1936 to 1952
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Europe, then ceme home and worked in & gold mine, then went to
DBuluth znd sterted the Northern sinnesots Bank of Duluth, waich nresumsbly wes suc-
cessful end prosperous. In Jonuery, 1931 the secretary of the liinnegcta Bankerg
Associstion told Mr. Peyton that the benks in the stete were in very bad shepe &nd
that tae then-Governor Olson refused to reappoint tus existing commission. lir,
Peyton had never had anytaing to do with politics, and he was grestly astonished when

- o .

esked him to become Banking Commigsioner of the stete

jeN

Governor Ulson phoned hix wn
f Minnecota., Mr. Peyton objected that ne wag not peopuler with the voters and thet
he knew nothing sbout the ususl political deasl which he assumed would have to be made.

The Governor's reply was, "You take core of the bankg. I'1l teke cere of the votes."

From then on Gavernor Olson becked him up, end as they were just on the verge of the

trovbles that lcd to the banking holidey, that mesnt consi
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new pogt. He wes asstounded &t conditions and shocked that he

had gresl esiteen had got into such e megg, He intimeted toet neot ali »f thig was

without bleme on the vort of some of the banksrs. Tas problem, he ssid, wves hew to
N Y’em 4 "ﬁj A AR Wb'
clezn up the mess snd restore conficdence #m tne state.

would not have hed te feil hed the ususl strict benking
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crash

nower for two yeers during wich ae

s

bank =ad tae confidence of tae

, to vork to reesteblish the

i
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benkers in country towvns bouzit they had no buciness to

3

zné suffered sccordingly.

the cetegirovhe wiich
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conficence

banks hed »ut thelr

unzbie to recuce it, Hr.

restoretion of public conficdence from t“e low state teo waich it had failen. &) he

act tulckly, b) ne felt that the benks had to be rendered "sbaclulel

 which had been mede. Some banseg nad securities thet would surely come

securities thet would probabiy never come back. cerent hed to
e cleasred up, and penkg in nrdsce of that hed

mnonsy
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so forth, #nd, no
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, content leers,

tnege

Yor

eonference, they came direct to

v g

Pevton, 2nd & second conference weg held with him. Az he had vhet emounted to sbsoiute

nover of and deatn over the benks, finel, btut it erested ¢ good

deel of
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Governor Olgon, snd ne now gays thet tiis enmi tne end of ebout ten yvesrs.
Ksenwnile, he was in benking circles onsz of the most unpepulsr men in Minnesote,
dis ides was thet tne clesn-up should be very fast. If he geve the
luences vould come in end mske toe vwroblem just tn
rigidity of the clesn-un rrogram for sowvency, snd speed he
ors in outting the thing over.
shed, in nlece of 11,000 state benks in #Minnesots, there were
7,000, Tais does not mean thet 4,000 benks nad szuddenly died, Certzin combinstions
ﬂﬁ%%ﬁwwﬁﬁ
were worked oul in some ingtences, iosg _ﬂb.@ gomevnel com-
vliceted situstion, By Moy 15, 1933 sii the banks in Minnesots vere clesned up, but
g few of them hod not yet'beed cpened. v, Pevton was the bank aolidey in
thie operation (that is, the Federsl benk holidsy), but his own work wes done inder.en—
dently of tne Roosevelt deting.
The clesn-up weg so coliplete thet to the best of his xnowledge there nss been

no bank trouble in Minnesotsz since, except en cccecionel theft of funds. In his own
rind &t lesst, ne eliminated bad menegement from the Minnesote situstion.

On Mey 15, 1933 Mr., Perton ceme to tne Minnesnolis Federal Reserve Bank as
chairman, He had previousiy been calied to Washington by Mr. Adelph Miller, end by
coincidence he traveled to the Cepitol with Governor Olson who agreed that he shouid
go into the Federal service in thet position. (The truth of the metter wes, of course,
thet his work wasg done in minnegote, and congldering the degree of enmity wihich ae had
eroused, there was no vosgsibility of his crntinuing as & astete commissioner of beanking.
He would neve been a nolitical lisbiiity in a big way.)

Mr. reyton describes Adolpn Miller ag & great telker and seys thiat in tneir
firgt interview, he taiked straight without gtohnnny from 10 to 11:30 a.m. Mr. Fillex
and Mr. Jemeg of the Board were at‘that tire not on speeldng terms. They sat at
opposite ends of the teble and made on.y nominai recognitien of eacn other's precence.

Bupgene Meyer was there at the time, Mr. Thomas snd Mr, Hemlin,
saying thet the Board wented at that moment 1o get & nev reginme
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whereby the chairmen wonld run the basnlksg, and they wented to do awey »ith the governcrs.,
It was for tais rezson thet to ey rut Mre revton in. dis own testimony is thstl es

cneivmen he ven the bank. He hsd no trouble with Governor Geery who was tiaen Uovernor

. T » * - al ]
of the finnespolis Federal Reserve Bank. He said thst Mr. Williams =t Cleveland had

tne geme gitueti con.

From the point of view of tae isite commigsioner of benking of the gtate of

Minnesote, the chsirmanchip of the Federsli Peserve Bank of Minnearolis looked like @

bed of rogses. It wes vhile he wag in office thet itne theory of ronetsry control waes |
?‘3"’& WY e ) i “E,uav»tfg bpakoteter, FRATAL E@%é
developing. Abbesw thet time, he regerds the Federsl Raserve crerction ﬁiaq beaking

ferationxané oniy in & somewast uncounsclous fashion ¢id rmonetery control come into the

ficture.jg?eyton wag interested in tihe Federsl debt end how to handie it, in the oren

market rate, in problems of tine Treasury versus the Board of Governors, in Keyneg end

British experience, in Goldenveiser wha fought vith bLeeles. Hr. Peyton sat for the

Board on the Open Market Committee and wetched it develop. He said taet Frofessor

John Williems of Herverd gave more mature thinking to economic control in these days

A

then did eayone else. He thought thet Golcenweiger lest nls gripy s Eccles grew

dictztoriel., He found that Governor Harrison &lso was dictetorizl and esger to maintein

the prestige of the New York Benk. In his mind the Hew York control continued umtil

es "smoothg buv shrerp." Hde had & tendency to

concentrate power wierever he wss gitting.

Eugene Mever, wvho weg then heed of tiae Board, by no means hed & unified Boerd,
end he had no intention of steying on it. George Jemes was thinking in terms of cotton.
Themes wes & nice man, & political appointee, and temporary cheirmen of the Boerd. In
that post, Herricon ren all over him. Milier he degcribed &s en economist so wrapped

up in himself and in his own ideas thet ne seldom peyed much sttention to what other
people said or thought, but grobebly the most sble man on the Bozrd. Mr. Psyton describes

him ag "e dilettente in thinking."
He regerds Eccles' appointment as by and lerpge & good ides for the system.
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iy end with an zctive and curious mind.
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Spealking of tne Open Market Gomrittee, Mr. Feyton said that Mr. Mever had
egked dMre. Harrison to invite Wiliisms end Peyton to join, slso Roy Young, Eugene Black,
Hsrrison, Hemilton from Kenses City, #nd McKinney from Texes. Harrison objected.

At the second meeting Herrison geid that Eceles wess set on putting the Bosrd on the

Committee.

2z}

Mr. Peyton thinks toat the Open Market group developed within tne President

Conference.

opinion thet the Federsl Heserve ovatem todsy is suffering from »

end that tee many reseerch men have been made presidents of

0

£8

tne baznks. Abbott Mills, now on the Board, and Erickson in Boston he regerds

prectical bankers. Othervige, the neads of benks ne tainks

(‘J

2re all theory men. What

they need 1s = bzlance between experienced precticsl bankers and the taeoreticians,

He regards the wartime negging of bonds as fetal in that it brougnt about

=

s depreciation of the currency from which the country has not yebt recovered and
Wbt

vhich bids feir to become 2 habit. He said that if he could pers*<deA9f tie need f
this ba lcnce between . experienced prscticsl bankers and theorsticians, he would con-
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ig time well spent. (Hde spent three hours on this intervi

should be interested in the welfare of the digtrict, but
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not solely in member banks, thet they must tske into consideration the welfare of zll
the banks in the district. Unliess they brosdened snd set their sights beyond the
indivicual banig, they would find themselves a fallure.

He raised the nueation as to why ali

(_'.

Heserve System end seemed to think it & matter

.

Obviously, legislation vould have to be passed to bring this sbout, and there is un-

Ft&" é} [

doubtedly a grest desl of controversy on the subject ofhflearing for non-member banks.

o)
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Speaking of bsnk relations in tne Minnesnolis district, Mr. feyton said thst
the bank invited zll professors of money and banking in the ninth district to fom 2
courmittee, then brought that committee in to Minneapolis znd gave them thrse deys in-
doctrination, then took them to New York for tharee dsys, then to the Board for three

. o

The idea was thet they would spread thig informsation and the sense of these

UII

Ay s,
contacts among their fellows and particulsrly smong their students.
The WNew York Bank and the Bosrd said tast zll this was "too much worlk,™
but Minnesotes considers it & viitel nert of their publiic reistions worlk, thus informing
not onty the professors but alse the student body, snd through them the whole public.
Reverting to the maztter of clesning up tae bauks in tae thirties, he seid
that field men were sent out to Montena and [ekots for thig purpose. They established

locsl centers of congulitstion which made it possible for bankers in remote towns to

have the same kind of service that was given city bankers in Minneawnollis. Also it

Intervoleting & bit of feawily hlstery, Mr. Pevtoh
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=t nls grendfather

+ 1 3 3 ‘
was a banker in

Gaeneve, Nevw York: nis grest-grendfatler in Steunton, Virginia: and that
his son is a vice vresident of the Horthvestern Netional Bank%; his grendsons sre also
going into benking. Given tae vigorous and vivid personality of the wmen, this might
meke & banking family biography.

On the subject of holding companizs in sianesote, Mr. Feyton weg somevhet

=

gloomy. He ssid thet they were established ss & way of rescuing the benks in the

|.a

pression. TFor a while, tzey did not expand, but conditions in Minnesots have included

bank officers.ithet they could not afford to retire. In turn, these

men went to the corporations and found it wes nossibie to trade in their stock without
peying any income tax. In this way the hoiding compsnies ere gatiering in bank after
bank &s their owners grovw old. Mr, Pevton fears thst this may mean tane end of inde-
pendent banking in Minnezote.

Following tais line of thought, he telked at ilength zhout the velue to the

United States of tae small bznks snd pointed out thet wmersss Canede had set up five
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big benks end steyed dorment for yesrs, the United States had thoussnds of littie banks
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& thegis which is re-
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scatiered across the country and had grown grestly. (Tais i

peated by various people inciuding Donslid Woodwasrd. It would be intsresting to find
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eve that the loogeness of
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out where it started. Mr. Woodward goes so far sg to bel

ntrol and even the existence of bsuks which could not survive were a fector in
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the speedy development of the frontier regions. It would be interesting to Tind out
vaetiher enybody had done 2 good historicel job on this. At the present time it is
probably not a2 thesis thaet would be widely accepted, as the moral would undoubtedliy
be drawn thet weak and badly menesged banks were a good idea.)

Mr. Peyton is just bzck from Formose where he has been doing some consulting

work for the govermment.
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