CONFIDENTIAL

G OVERNORS'! CONFERENCE

January 20, 1934

Washington, D. C.

Morning Session

The Conference was called at the request of the Federal
Reserve Board to consider the proposed Gold Reserve Act of 1934, to
enable the Board to obtain the views of the Governors on that Bill,
and also to confer with the Secretary of the Treasury concerning the
Government's financing program.
The Conference was called to order at 10:45 o'clock a. m,
with Governor Black presiding.
Present: Governor Black and Messrs. Hamlin, Miller,
James, Thomas, Sazymczak of the Federal
Reserve Board, and Governor Calkins,
Chairman of the Governors' Conference,
Governors Young, Norris, Fancher, Seay,
Geery, Martin, Hamilton, and McKinney.
Also Acting Governors Johng and Schaller
and Deputy Governor Burgess; Mr. Strater,
Seceretary of the Governors' Conference;
and Messrs. Martin and Morrill of the Fed-
eral Reserve Board staff.
After a brief preliminary discussion, at 11:00 o'clock
a. m. Secretary of the Treasury Morgenthau and Mr. Ballie entered
the Conference and outlined tentative planms for the immediate program
of Government financing, which was the subject of general discussion,
after which the Secretary of the Treasury requested the individual
views of the Governors present. All of the Governors expressed them-
gselves as willing to cooperate to make the program a success.

At 12:30 o'clock p. m, Secretary of the Treasury Morgenthau

retired from the meeting, and at 12:36 o'clock p. m. Mr. Ballie retired.

‘ At 12:40 o'clock p. m. the Conference adjourned to reconvene

at 1:45 o'clock p. m.,
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Afternoon Session

The meeting was called to order at 1345 o'clock p. m.
with the same attendance as at the morning sessiony also the
Honorable Newton D. Baker, Special System Counsel, and Mr. Walter
Wyatt, General Counsely; Dr. Goldenweiser and Mr. Smead of the Fed-
eral Reserve Board staff.

Governor Black reviewed previous consideration of the
Gold gquestion and referred to the hearings before the Senate Commit-
tee on Banking and Currency and to the statements which he made to
that committee concerning the proposed Bill,and it appeared from
the discussions which ensued that the Governors present were in ac-
cord with the position which Governor Black had taken. Governor
Black then asked the Governors to consider the Bill "To protect
the currency system of the United States, to provide for the better
ugse of the monetary gold stock of the United States, and for other
purposes (S. 2366 of the 73d Congress, 24 Semsion)",

The discussion then centered around Section 2(a) of the

Bill which proposes to vest in the United States all right, title,

and Interest in and to any and all gold coin and gold bullion, in-

cluding that held by and for the Federal Reserve banks. The general
opinion wag expressed by the members of the Conference that there
might be some doubt of the constitutionality of that section and the
question raised as to whether, if any such doubt existed, the Feder-
al Reserve System should accept its provision as Law if passed. It
was the general opinion of the Governors present that the Boards of

Directors of the seveveral reserve banks could safely be guided by
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the opinion of Special System Counsel, General Counsel for the
Federal Reserve Board, and Counsel for the individual Federal Re-
serve banks.

In response to a direct question, Mr. Baker expressed
the opinion that if the Bill is passed and signed by the President,
the terms of Section 2(a) should be complied with. Mr. Wyatt con-
curred in Mr. Baker's opinion.

The Conference then considered the suggested amendments
to the Bill which had been prepared by a committee of the Federal
Reserve Board and a number of the Governors on the previous day.

It was

VOTED +that the proposed amendments be considered and

acted upon separately. Thereupon, the Conference proceeded to

consider the following separate amendments:
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1. Substitution for Seotion 2{a)s

Section 2{a)s In the swat that the welight of
the gold delliar ghell st sny time be reduced, an szount
equal to say resulting inereass in the dollar welue of
sll gold wiich at the tine of sush weduotion ig cwned
by the Federal Noserve banka, incluting thet nledged
with the Federsl Resorwe Ageuts snd that held for the
Teders! Reserve banie by the Fedorsl Ressrve Boapr? end
the Treasury, shall be psid to the Treasurer of the
United Stetor ae & frenchise tax, Ouch frenchive tax

1 fund of the Tressury,

ummm and mey be used ap sesurity for Vederel e
sorve notes sad for all other purposes foy vhich gold
certiffcates uay be usnd,

The Conference wvoted umsnisously to approws this ssendsent,

In the eveat the preceding mmendment, providisg » substitution o
Section 7(e) is not sosepteble, the folloeing ssenducnt w8) ;suggested in Sec-
tion 2(n) e 1t aypears in the BillLy

2¢ The pentence om page teo, begluniag with Line six snd ending
on line nine and reading ss follows “Dalances in such eow
sounts ghall be payeble im gold certifiontes, whioh shell
be in guoh fors snd in such denosinstions 89 the Hesroe

of the Treasury asy deteraine® be smsnded ¢ rosd

"Belsaces in such sseounts ghell be sayeble in gold
sertificstes, whioh ghall be in puch dencaiuntions, nob
exosoding §1,000,000, as the Searetary of the Tressury
sey deteraine®,

The Conferente voted unaniscusly %o spprove this emendseat,
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3¢« CSecticon 3, shioh snds on line sewen, page nine, of the
BILL be smended by adding the folloving entences
*This seotion shell bave no effect after the expires
tion of the existing Netional emergency®, and that
dection 4 be by sdding after the vord "gustody"
on Line ten, pege nloe, the followiag Tduring the ese
ioating Hetional smergency®,

The Confurence woted unenimously to apyrove this smeadsont,

de Ooction 6 of the Bill, which rends as follows on page ten,
lines flve, alx, seven, sand eight, "Ixeent to the extont
peraitted in regulations whioch may be lscued herounder
by the Ceoretary of the Tressuwry with the approvel of the
President, no eurrensy of the United Stetes shall be Pee
dosned i gold® be seended to resd as followas "Rzoept
s provided ia Sectione 3679 snd 3700 of the Rewised
tee, of the United Dtates
shall be redeesed in gold®; end that there be inserted
umrzruuermmmm-xwmronm
tu'mnu.mmw gold bullion enusl %o the

mumw-mmmmmwmpma
Lises one and tee on page cleven,

The Confervnoe woted unsnimously Yo sporowe the asendments to thie

S, That Sccotion 8 be amended by the following seatsnce
on Lino seven, pege twelver "After the tersiantion of the
eaxigting Netional emevgenay, the lcoretary of the
shall purehase all gold offered to him for sale and shell
pey for 1t in en equlvelent seount of lawful money®,

The Conf:rense voted unsnimously to sporove this ssendaont,

6e That ing with line ninoteen cm mage teelve, sfter the
word tie following words on that line snd on
lines twenty, twenty-one, Swealyetwo, and twentyethree be
striskan from the Bill end the fellowing substitution made
therefors "That, after the terminstion of the existing
Sational emergency, the Seerwtary of the Tressury and the
mamm,mmmzmmmwm




L

Seoretary of the Treasury, -unuupumnam
equivalent swounts in lawful ir the gold 1s roe
it { Bl g-alh

guired (a) for nonwsonetery
hoarding, or (b) for sxportation®,

The Conferonce woted unenimously to ssorowve this swmenduont,

7« Thet Sectien 10{e), beginning with line Swentyefour, page
twelve, and extending through line six on sage thirteen,
reading ae followes “feetion 10{a)s Por the purpose
of stebilizing the exchange value of the dollaw, the Seoe
roetary of the Tressury, direetly or through sush agenoics
s he mey designate, 1s suthorised, for the secount of the
fund established in this section, to deal in gold and
foreign exchange, and such other instruments of epedit o
peourity e» he pay desn necepsary to earry out the purpope
of this seetion, An sanusl sudit of such fund phell be
made and & yesort thepeof submitted %o the Presidest® be
gnonded ¢o voad *Section 10{e), For the sele purpose of
stabilising the foreign exchangs walue of the dollar, the
Seeretary of the Treasury, the Qovernor of the Federal
Reserwe Boaprd, end one other sorpon degignated by the
Progident, mu sonstitute & Jtebiliset on Jomsittes,
shioh, until the termination of the exioting Nations}
sanergenay, shell heve the nowers and dutiss onferved
this seation, Baid commitiee, drectly or through
agencies as 1t may designete, 1s suthorised, for the ade
count of the fund epteblished i{n this seetiom, to deal
in gold end foreligh euchange, snd push other instruments
of eredit or seourity payeble in foreign countriss or fore
elgh ourrencios, ap 1t nwey desm neoossary to sarry out the
purpoge of this seetlion, An annusl sudit of push fusd
shall be made and a veoort thepeof submitted to the Presie
dant®,

The Conference woted unenimously to amrove this asendaent,

Bs That the words "Otabilisstion Committea® he substituted for
the "Seoretary of the Troasury® on line seven, naje thire
teen) thet the wvords "sald comuittoe® be subsbituted for
the words “Searvtsry of the Tressury® cu line fourtesn,
oage thivteen; end thet linss eighteen Qom-tmiu
emtnwmnmm
stricken out of the Bill
therefors "pald ocoumitiee
thumatlw
the dollsr in relation %

pog g 2
. quired for such puross
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in direst obligetione of the United Btates®,
The Confearenss unenimcusly sy toved this aaondusnt,

e That the words ®of ite pressut welight® on lises twclw
and thirteesn of page fourteon be strighen fros the
Bl end the following substituted therefows “or
lege than 50 per eentum of the welght, tweaty«five
and elghtetenths greing, nine-tenths fine, fixed by
Section 3911 of the Revised Otatutes, snd Beotion }
of the Aot of Eareh 14, 1900 » , That
nothing in this fon shall be , BB OPOw
bibiting the President fr e changing from tine o
w&? velght of the gold dullar within such
Lisite®,

The Conference unanisouslr sproved this asenducnt,

10, That thewe Do inserted betwen the words "gold esertifie
setes® and “pllver gertifigates® oo lise six of peage
fifteon the follovingt *(including those Llssued to
Fedors! Heporve bDanke under the provigions of this
Aot)® end that the following sentence bo added st the
end of line teentyethres of page fiftesns *For the
purposes of this Aot sod Sections 367 snd P00 of the
Reviged Statutes as smended by this Aot, the existing
fletions! omewgency shall be desned to have torwinated
vhen the President shall have declaved by proclssstion
thet the esergencsy rescgnised by the President Yy
proolamation of Heseh 6, 1737 has temineteds and the
provigions of Ceetions 3 end A0 of this Aot shall not
thereaftor heve sny effeet®,

The Confer-uce umsnimously sy roved this ssenireni,

It was the sense of the Conference that svorovel of the suggeste
od smenduents to BLLL 5,2306 wes to e eonslidered s» sn exyvession of
opinion on the sart of the Conferentse, snd & be presented %o the Federsl
Regerwe Bospd to be used in its diseretion,

A% Ll ofolosk p. me Br, Baker left the Confervnce,

The Jeerstary of the Treasury, during the moraing seesiom, Pee
guosted the Confermmes to somglder the advisabilfity of giving e stetesent
to the Press regarding the attitvde of the Foderal Reserve Systes towerd
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the Government financing program, and it was
VOTED that the following statement be approved:

"A Conference of Governors of the reserve
banks was held today at which there was full con-
sideration of the present financing program of
the Government, and full cooperation _with this
plan was accorded to the Treasury by the Governors".
It was further
VOTED that Governor Black convey this statement to

the Secretary of the Treasury, and that Governor Black be author-
ized in his discretion to give the statement to the Press.
Shortly after the opening of the afternoon session,
Deputy Governor Burgess left the Conference to appear as a wit-
nese before the Senate Committee on Banking and Currency, and re-

turned to the meeting at 4:05 o'clock p. m.

Adjourned at 5:00 o'eclock p. m.
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