
July 17,
CONFIDENTIAL

To: Chairman Eccles

From: Mr# Dreibelbis

Mr. Reuss of OPACS and I met with Mr* OfConnell of the
Treasury this afternoon.

Fr. OfConnell advised us that when the Treasury staff met
with the Secretary to discuss the proposed Executive Order he stated
that he did not want to go into its details but that he wanted a
flvetot! power over action by the Board under the Order because of its
possible effect on the bond market. Mr. OfConnell stated that while
the Secretary might never want to exercise the power, nevertheless he
wished to be in a position to do so. In view of this it was plain
from the outset that our group had very little to talk about*

He had prepared a suggested additional paragraph (d) to
Section 1 of the proposed Order which deals with the question of
liaison. The suggested paragraph which he prepared is attached.

In reading over the paragraph I commented that I could not
think of any action under the Order which would not "directly or
indirectlyff affect tfthe fiscal activities of the Federal Government",
to which he nodded his approval. I suggested that it would seem that,
in practically every conceivable case, action under the Order would
aid the fiscal activities of the Government and that this would be
true either in a situation in which restrictive action would be
appropriate or in a situation in which liberalizing action would be
called for. Ee replied that that was probably true and that that
would be a reason why the Secretary probably never would want to
exercise the power.

I asked him if he did not think that if the Treasury was
given such power other agencies, particularly the Federal Loan Agency,
might want also to have it. He stated that in principle probably they
would and that when this fact had been mentioned to the Secretary,
he had commented that he didnft care about the other agencies; that
what he was interested in was the Treasury. Mr. Reuss asked him if he
did not think that the interest of OPACS was greater than that of the
Treasury, to which he replied that, at this time, he would think so
and that he would place the interest of the Treasury somewhere between
that of OPACS and that of the Federal Loan Agency. He suggested that
"when the smoke had blown away11 there might be an advisory committee
with no veto power such as is set up in the Order creating OPACS.
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He had considered such a committee and, while I do not recall that
he so stated I gathered that such a possibility was mentioned to the
Secretary• However, Mr. OfConnell was very careful to emphasize the
fact that the Secretary wanted a lSretotf power.

I suggested to him that, in principle, the power of veto
in this case seemed no different from the case of changing reserve
requirements, of changing discount rates, of conducting open market
operations, of fixing margin requirements, or of administering other
credit powers of the Board - to which he agreed and more or less
laughingly replied that they would like to have veto power in those
cases*

In the light of this discussion I told him that it would
seem to me that the question was more fundamental than I had anticipated
and the three of us agreed that it would have to be resolved by our
superiors. I told him that I doubted very much if you would be willing
to go along with the suggestion but that if you were it was my opinion
that his language accomplished the purpose satisfactorily.

In passing, he commented that he thought that he could
ttdeliver Henderson!f but that he would not try to do so. Mr. Reuss,
from his comments to me after the meeting, did not seem to think that
Mr. Henderson would object seriously to the Treasury proposal but I
do not believe that he has much to go on one way or the other in this
conclusion.

We agreed that Mr. Reuss would report the Treasury view to
Mr* Henderson and I would report it to you. After we left Mr. Reuss
and I agreed that in reporting to Mr. Henderson he ask him not to do
anything until you had talked to him.
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