
August 20 1S39

My deer Kr« President:

I have prepared and enclose herewith a
suggested veto message to be used in connect ion with
Senate Bill 2150, amending section 8 of the Clayton
Act, relating to interlooking bank directorates.

If I can be of any further service in this
connection, kindly let me know.

Respectfully,

enclosure

The Honorable,
The President of the United States
The Tihite House.
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S. 2150. I have withheld approval of S. 2150 entitled "An
Act to amend section 8 of the Act entitled fAn Act to supplement laws
against unlawful restraints and monopolies, and for other purposes,r

particularly with reference to interlocking bank directorates, known
as the Clayton Act*"

This bill would authorise the continuance until February 1,
1943 of certain interlocking relationships if they were lawfully in
existence on the date of the enactment of the Banking Act of 1935*

The purpose of section 8 of the Clayton Act, which this bill
would amend, is "to prevent as far as possible control over great ag-
gregation of money and capital through the medium of common directors
between banks and banking associations, the object being to prevent the
concentration of money or its distribution through a system of inter-
locking directorates .**

When the Banking Act of 1935 was enacted the provisions of
section 3 of the Clayton Act were amended and it was made applicable to
all member banks of the Federal Reserve System instead of merely to
national banks* the revised provision set up a statutory formula de-
signed to terminate interlocking directorates between competing banks
but, in order to allow affected banks tin© within which to make necessary
adjustments, it provided that all relationships lawful upon the date of
the enaoteaent of the Banking Act of 1935 could continue until February
1, 1939. This bill would extend the period for another four years.

It is evident that Congress believes that the provisions of
section 8 of the Clayton Act ultimately should become effective whether
or not the interlocking relationships were lawfully in existence when
the Banking Act of 1935 was enacted. I share the belief that it is in
the public interest to put an end to interlocking directorates between
competing banks*

If it is in the public interest to terminate these relation-
ships in 1943 it is in the public interest to terminate them now and,
aside from in fairness giving affected banks adequate notice and
adequate time in which to make adjustments, there is little to be
said in favor of granting the extension which this bill would grant.

In allowing over three years for the making of such adjust-
ments as might be necessary, it seems to me that the Banking Act of
1935 gave adequate notice and a generous allowance of time. Further-
more, in order not to disturb in the middle of their period of
service relationships established on an annual basis, I suggested to
the Board of Governors of the Federal Preserve System the advisability
of the Board exercising its statutory authority to permit service of
not more than one other bank for the remainder of the annual period
for which directors are usually elected. I am informed that the
Board has authorised such service until February 1, 1940*

In these circumstances I cannot give my approval to S. 2150.
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