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‘) 4 meeting of the Federal Reserve Board with the Governors of Federal

RBServ
9 Ba.nks, the appointive directors of the Reconstruction Finance Corpora-

tion
» and Tepresentatives of the Treasury Department and the office of the

Comp
! Toller of the Currency was held in Washington on Thursday, April 20,

‘7 1983, qt 10:30 ae m

PRESENT: Mr. Meyer, Governor
Ir. Hamlin
Mr. Miller
Mr. James

f Mr. Morrill, Secretary

L Mr. McClelland, Assistant Secretary

: Mr. Harrison, Assistant to the Govermor

Mr. Smead, Chief, Division of Bank Operations

lr. Goliemweiser, Director, Division of

Research and Statistics

Mr. Paulger, Chief, Division of Examinations
Mr. Wyatt, General Counsel

‘“ Mr. Vest, Assistant Counsel

ALSO PRESENT: HMessrs. Young, Harrison, Norris, Fancher, Seay,
Black, Martin, Geery, Hamilton, McKinney and
Calkins, Governors of Federal reserve banks

Mr. McKay, Deputy Governor of the Federal Reserve
Bank of Chicago

Mr. Strater, Secretary of the Governors' Confer-
ence.

llessrs. Jones, Couch and MeCarthy, Directors of

the Reconstruction Finance Corporation

Mr. Awalt, Acting Comptroller of the Currency

Mr. Cummings, Executive Assistant to the Secretary
of the Treasury.

Go :
Vernor lleyer stated that he had been informed that the Secretary

QQQu i
4 Pled at the moment but expected to join the meeting later, and that
t

he ne
s Sntime the meeting might consider the question as to what action can

&ken 1
5 © @ssist licensed banks in unsatisfactory condition and to expedite
OPeny

%€ of banks not yet licensed by the Secretary of the Treasury.

el‘110::
lie
Yer then asked 1. Jesse Jones, member of the Reconstruction Finance

II’°1‘at
io
n, to Teview the policy of the corporation in this regard.
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Ir. Jones replied that the corporation is doing everything possible
% be op assistance to banks which are open and is meeting the problem of
ODGning Closed banks, wherever possible, through subscriptions to preferred

8tock, op by lending the money for the purchase of preferred stock by local

interests» taking the preferred stock and additional collateral as security.
b Stated that the present policy in this comnection is to require, when the
QorporatiOR Subscribes for preferred stock, that at least an equal emount be
*hserineq by others; that the chief difficulty met by the corporation is

lack op local capital and the unwillingness of local interests to subscribe
Witiong) funds; that the corporation feels its subscription to the preferred
Ptock of g bank results in increased confidence of the public in that institu-
Hen 80 that care has to be exercised to see that the bank is reorganized on

¥ Soung basis; and that, in view of the responsibility on the part of the

°°1‘D0ration, 1t has also adopted the policy of examining banks on its own
behalf before Ssubscribing for preferred stock therein. He also expressed

: °Pinion that a number of banks were licensed to reopen which should not
e been licensed, some of which are losing deposits, and that some of them
o have o Tesort to the issuance of preferred stock, and be given sub-
Btantial A%sistance by the Federal reserve banks and the Reconstruction

5]
"anee Corporation,

Ur. Jones stated that it is his feeling that there is no reason, in
Viey Of the Tecent amendments to the law, why any member bank should borrow
i the Reconstruction Finance Corporation, but that the requirements of
Sucy banks Shoild be taken cabe of by the Federal reserve banks. He

Sy
Seateq *hat the Federal reserve banks should obtain a list of the member
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benlcs bOI‘rowing from the Reconstruction Finance Corporation and make advances
b them fop the purpose of paying their loans to the Reconstruction Finance
GOI‘p°1‘&1"10n, and that this action is particularly desirable in view of the
Prosent Tequirement of the law that the loans made by the Reconstruction
Haenge Corporation be made public.

Governor leyer called attention to the requirement of section 4 of
the Feder&l Reserve Act that such discounts, advances and accommodations to
Dembep banks ghall be extended by Federal reserve banks as may be safely and
re““ably made with due regard for the claims and demands of other member
bankﬂ? and to the fact that the total capital and surplus of the Federal re-
YevTe banks amounts to only approximmtely ;425,000,000 whereas the Recon-

8 ¢
truCtion Finance Corporation has available resources of approximately

(43
94,000,000,000’ and that the problem of assisting banks must be handled with
" regarg %o the limits imposed by the capital and surplus of the Federal

Y
®serve banks, ang in the light of the possible demands that may be made on

them gy, the future, their responsibilities as banks of issue, and the risk
inml"'ed in taking into their assets large amounts of unliguid paper which
ght TOSUlt in unfavorsble comment as to their condition.

Mr. Jones stated that it is believed that the amount which would be
required %0 take over member bemk losns from the Reconstruction Finance
Qorpm‘&tion Would not be more than approximately $125,000,000.

4% this point the Chairman joined the meeting.

Me Voodin stated that a new gold order has just been signed by the
“ang pyy has not yet been released to the press; that a copy will be

Sep.
s the eeting; and that he would like to have it considered. He also

RASER
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Stated tnat o bill, known as the Thomas Bill, is being drafted for intro-
Betion In the Senate, possibly today, and that he would furnish the
Sovernors g copy as soon as possible; that he would like to discuss with
the Governors the plan proposed to be inserted in the Glass Bill %o provide
for the insurance of bank deposits; and that he would appreciate it if they
foulg arrange to remain in Washington during the remainder of the week. In
"8ponge 1, the Chairman's suggestion all of the Governors indicated that,
Widle they feel that they should return home as soon as possible for the
Teason that they should be at their respective posts of duty, they would

rem&i
n -
in Washington as long as may be necessary. The Chairman then with-

tro from the meeting.
: The discussion of lir. Jones' suggestion that the Federal reserve
:nks take oyer the loans made to member banks by the Recomstruction Finance
a:rDOration Wwas continued. Governor lieyer stated that as the Federal re-
! r:uz:nks are banks of issue, it is highly important that they be kept in
e : Position. He also stated that the Secretary of the Treasury and
%8Td feel that the problem to be considered is not the taking over by
: rui:::;al reserve banks of loans made to member banks by the Recon-
Ree%tru Finance Gorporation, but how the Federal reserve bamks, the
et ¢¥ion Finance Corporation and the Comptroller of the Currency can
® In being of further assistance to such banks.
A genera] discussion ensued during which Lir. Jones suggested the

DQSS'
il
ty of g procedure being adopted which would provide that whenever

a
Rsmber bank §
S in need of funds it meke application both to the Federal

SER




ll‘"'l"
pa
1Y

4
/20/33 -5

TSServe benk ang the Reconstruction Finance Corporation, the immediate ad-

Tence being made by the Federal reserve bank with a cormitment on the part

of the Reconstruction Finance Corporation to take over the loan at the

X iration of a specified period, say, sixty days. He stated that under

Such g Procedure, counsel for the corporation was of the opinion that the

°0um1tment of the Reconstruction Finance Corporation to the member bank

:eed U0t be published, and stated that, before the time arrived for the

*ing OVer of the advance by the Reconstruction Finance Corporation, con-

Ritions In many cases might be so changed as to make an advance by the

econstruction Finance Corporation unnecessary. The question was raised

" % What methoq would be used in appraising assets which would be taken

. security Tor advances under such a plan by the Federal reserve banks and

t:er b the Reconstruction Finance Corporation, and the opinion was expressed
% Mifornity in this phase of the suggested procedure is very desirable.

00::;8%8 further discussion it was agreed that lir. Avalt, Acting

o oller or the Currency, lMr. Cummings, Executive Assistant to the Secretary

Qndthe T’-‘easury’ lr. Jones, lMember of the Reconstruction Finance Corporation,

ham:overnor Fancher, representing the Covernors of the Federal reserve

e I;n:"“ld act as a cormittee for the purpose of considering in detail

8" SUggestion and in general the matter of cooperation between these

The directors of the Recomstruction Tinance Corporation then

1

The Governor read the following Executive Order, a copy of which

haq
.Tust T
€ached him from the office of the Secretary of the Treasury:

SER




’ 4/20/3,3 £
"By virtue of the authority vested in me by Section 5(b) of
Phe Aet of October 6, 1917, as amended by Section 2 of the Act of
Yarch 9, 1933, entitled 'An Act to provide relief in the existing
National emergency in banking, and for other purposes,' in which
| dmendatory fet Congress declared that a serious emergency exists,
2 I, Franklin p, Roosevelt, President of the United States of
| tica, do declare that said national emergency still continues
© exist and pursuant to said section and by virtue of all other

igéhOrity vested in me, do hereby issue the following executive
er:

"L, Until further order, the earmarking for foreign account

;gi the export of gold coin, gold bullion or gold certificat?s

h M the United States or any place subject to the jurisdietion

Trereof are hereby prohibited, except that the Secretary of the
®4sury, in his discretion and subject to such regulations as he

cognprescribe, may issue licenses authorizing the export of gold

for and bullion (a) earmarked or held in trust for a recognized

nat? &1 government or foreign central bank or the Bank for Inter-

oy ional Settlements, (b) imported far reexport or gold in

}‘ 8Sonable amounts for usual trade requirements of refiners im-

?Zyting 2old bearing materials under agreement to export gold,

into o ally required for the fulfilment of eny contract entered

Obediprior to the date of this order, by an applicant who in

‘ ®nce to the Executive Order of April 5, 1933, has delivered

&ppr°°°in, gold bullion or gpld certificates, and (d) with the

nBQSBVal of the President, for transactions which he may deem
8ary to promote the public interest.

authzz. Until further order, the Secretary of the Treasury is
et Tizeqd, through any agency that he may designate, to investi-
he mé Tegulate, or prohibit, under such rules and regulations as
actioy prescribe. by means of licenses or otherwise, any trans-

4 Vi ?n foreign exchange, transfers of credit from any banking
Jury ution within the United States or any place subject to the
Sdlction thereof to any fareign branch or office of such

expoi:g ins?itution or to any foreign bank or banker, and the
Se Or withdrawal of currency from the United States or any
1nd1v1§ubje°t %o the jurisdiction of the United States, by any
Uniteq oor? Partnerships, asscciation, or corporation within the
Yates or any place subject to the jurisdiction thereof;
Parip gy Secretary of the Treasury may require any individual,
Srship, association, or corporation engaged in any transaction

| ref
*\ rel:rred to herein to furnish under oath, complete information
¢

ntiive thereto, including the production of any books 9f account,
QustOdcta’ letters or other papers, in connection therewith in the
T cory O control of such individusl, partnership, association,
Paration either before or after such transaction is completed.
"
°0nta?. The provisions relating to foreign exchange transactions.
1ed in the Lxecutive Order of larch 10, 1953, shall remain in

as R
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"full force and effect except as amended or supplemented by this
order and by regulations issued hereunder.

"4, Applicants who have gold coin, gold bullion or gold
certificates in their possession, or who in obedience to the
“Xecutive Order of April 5, 1933 have delivered gold coin, gold
v bullion or gold certificates shall be entitled to licenses as
i Provided in Section 8 of said Executive Order for amounts not
8Xceeding the equivalent of such coin, bullion or certificates
held or delivered. The Secretary may in his discretion issue
Or decline to issue any other licenses under said Executive

Order, which shall in all other respects remain in full force
and effect.,

. "S. Whoever willfully violates any provision of this
Executive Order or of any rule, regulation or license issued
thereunder may be fined not more than {10,000, or, if a natural
Pérson, may be imprisoned for not more than ten years, or both;
and any officer, director, or agent of any corporation who

,lbmo"’iﬂgly participates in any such violation may be punished
¥ & like fine, imprisomment, ar both."
,‘ This order may be modified or revoked at any time.

FRANKLIN D. ROOSEVELT.
THE WHITE Houswm
4pril 20, 1933.n

A discussion of the order ensued, particular attention being given

to
Beet
lon 4, and I, Douglas, Assistant Secretary of the Treasury, was

nvited into the meeting to explain certain features of the order.

L % lir, Douglas stated that, when it was decided not to issue licenses

; ® export of gold, it was felt that a new executive order was necessary
Whi::der (1) %o Protect the Secretary of the Treasury from the contention

‘ Night pe made that he was under some legal obligation to issue licenses
) *Ttaiy Classes of cases, and (2) to extend his authority to regulate

rore
ign
®Xchange transactions as far as the Act of March 9, 1933, might

Dermi
s R
He stateq that, in the original draft of the new order, there was

RASER
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included & statement to the effect that nothing in the order of April 5, 1939,
Sl pe Construed to impose an obligation on the Secretary of the Treasury
%0 Lssue licenses; that the Solicitor General felt that, although that would
aceomplish the purpose, it left grave doubt as to the effect of the order of
forq) 5, because in drawing that order reliance was placed on the fact that
Moever tumed in gold was getting a fair value in return, whereas it seemed
b2 hin that Some question may now arise as to whether that is the case; and
th&t’ after some discussion, section 4 was inserted in the new order with

Yhe thought thay under its provisions nothing would be taken away without

1 Drocess or proper compensation, the Solicitor General feeling satisfied

that, 1 Provision were made for issuing licenses for proper purposes 1o
Dersons Who have zold at the present time or who tummed it in in reliance
0 the Executive Order of April 5, the order could be sustained.
Mr. Douglas also stated that section 4 of the mew order is limited
" 1ts PPlication by section 1(c) which requires that the purpose for which
e fold 15 4 be used shall be in fulfillment of a contract entered into
oy %o the date of the order; that under the new order the Secretary is
"Wap %bligation to issue licenses for the export of gold only where a
P*7n hag had gold which he has turned in in accordance with the Executive
"er op 4ril 5, or where he still has gold; that the Secretary is not
Tny ®ligation to 1asue Licemses in other cases; and that, while this
G Tosult in Tavoring persons who have not yet turned in their gold or
B %0 after 4pril 5, it was felt that section 4 was necessary in order ‘b.o
Mooy Y question as to the validity of the order.

lir,

Douglag stated further that while the order had not yet been

Tag 2
® bl 1t would probably be issued today unless some further changes

RS ER
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Were determined upon.

Certain other phases of the order were discussed, following which
tix, Douglas 1ert the meeting.

Governor Calkins then suggested that the meeting recess to afford
the Governors an opportunity to hold a separate session for the purpose of
developing, Tor the benefit of Govermor Fancher, the views of the Governors
wtﬁlregard to the details of the program suggested by Mr. Jones of the
ReeOnStI‘uction Finance Corparation for lending assistance to member banks.
AceOrdingly, the meeting recessed and reconvened at 4:00 p.m. with the
app°intive embers of the Board, llessrs. Liorrill, licClelland, Harrison,

&IB&
Ry Goldenweiser, Wyatt and Vest of the Board's staff, the members of

the
Governapg Conference, and 1. Strater being present.
Mr, liorrill read a draft of the so-called Thomas Bill, a confidential

°f Which had been fumished to the meeting by the Secretary of the

Treas
UTYe  The draft of the bill read as follows:

" ANMENDMENT
n
intended to be proposed by Mr. to the bill (H.R.3835)
agr§911°Ve the existing national economic emergency by increasing

Cultural purchasing power,

Yize
%' On page 43, after line 5, insert:

Part 6--Financing--And Exercising Power Conferred

by Section 8 of Article I of the Constitution: To

Coin lloney and to Regulate the Value Thereof
that :§°°~ 34, Vhenever the President finds, upon investigation,
atfe ) the Toreign commerce of the United States is adversely

%%ed by reason of the depreciation in the value of the

¢y of any other government or governments in relation to
®sent standard value of gold, or (2) action under this
on is necessary in order to regulate and maintain the parity
Trency issues of the United States, or (3) that an economic

Currey
the pp

Secti
cu
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"ﬁmergency requires an expansion of credit, or (4) that an expansion
Of credit ig necessary to secure by international agreement a
8tabilization at proper levels of the currencies of various govern-
ents; the President is authorized, in his discretion, —-

"(a) To direct the Secretary of the Treasury to enter into
8greementg with the several Federal reserve banks and with the Fed-
®ral Reserve Board whereby the Federal Reserve Board will, notwith-
Standing any provisions of law or rules and regulations tg the
sontrary, pemit such reserve banks to agree, that they will (1)
eonduct, bursuant to existing law, throughout specified periods
oben market operations in obligations of the Federal Govermment
o Corporations in which the United States is the principal stock-
e der, ang (2) purchase directly and hold in portfolio for an
38reed period or periods of time, Treasury bills or other
ligations of the United States Government in an aggregzate sum of
3'000'000-000 in addition to those they may then hold, unless
Prior ¢4 the termination of such period or periods the Secretary

Consent to their sale. The provisions of existing law
§GQu1ring an automatic inecrease in the discount rate shall not

esy

1t in an increase in such rate by reason of operations under
Section.

"(®) If the Seecret when directed by the President, is
inable to sequre th: aszzi% of the several Federal reserve banks
ig? the TPederal Reserve Board to the agreements authorized in

8 section or if operations under the above provisions prove to
. inadequate to meet the purposes of this section of this Act,
:zeif for any other reason additional measures are required in

Judagnent of the President to meet such purposes, then he is
authOrized -

"l.

i To direct the Secretary of the Treasury to cause to be
S Sued in

Un Ssuch amount or emounts as he may fLrom time time order,
Lteq States notes, as provided in the Act entitled 'An Act to
2§th0rize the issue of United States notes and for the redemption

Unit 7 thereof and for funding the floating debt of the

°d States,' spproved Tebruary 25, 1862, and Acts supplementary
eoiret°’ and amendatory thereof, in the same size, and of similar
enor o the Federal reserve notes heretofore issued, and in
$loominations of 31, $5, $10, &#=20, $50, $100, $500, $1,000, and
innOOO; but notes issued under this subsection shall be‘issued
repy for the burpose of meeting maturing Federal oblig&tlonsrto :
Staiy Sums horrowed by the United States and for purchasingﬂpnite
States bonds and other interest bearing obligations of the United
purp2:; EEQE}QEQ, That when any such notes are used for such

be reti;ethe bond or other obligation so acouired or taken up shall

0 gy,
qMmoyny

d and canceled. Such notes shall be issued at such times
¢h amounts as the President may approve, but the aggregate
©f such notes outstanding at eny time shall not exceed
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3'000s000,000. There is hereby appropriated, out of any money
1 the Treasury not otherwise appropriated, an emount sufficient
%o emable the Secretary of the Treasury to retire and cancel 4
Per centunm annually of such outstanding notes and the Secretary
of the Treasury is hereby directed to retire and cancel annually
Per centum of such outstanding notes. Such notes and all other
Solns anq ceurrencies heretofore or hereafter issued by or under
'he authority or the United States shall be legal tender for all
debtg Public and private.

"2. By proclamation, to fix the weight of the gold dollar
in 8rains nine-tenths fine at an emount that he finds is necessary
{rom nig investigation to protect the fareign commerce of the
Uniteq States against the adverse effect of depreciated foreign
currencieS, or in case the Govermment of the United States enters
tn O an agreement with any govemment or governments under the
c::ms Of which the ratio between the value of gold and other
s Teney issued by the United States and by any such government
b S0vernments is established, the President may fix the weight
T the golg dollar in accordance with the ratio so agreed upon,

‘ :n‘i Such gold dollar, the weight of which is so fixed, shall be

coi Standard unit of value, and all forms of money issued or

thined by the United States shall be maintained at a parity with

Tres Standard and it shall be the duty of the Secretary of the

w61QSUry %o maintain such parity, but in no event shall the

WGiGht of the gold dollar be Tixed so as to reduce its present
&t more then 50 per centum.

of "Sec. 35, The Secretary of the Treasury, with the approval
rul he President, is hereby authorized to meke and promulgate
b ®8 and regylations covering any action teken or to be tgkﬁn
¥ the Presigent unier subsection (a), (b), or (c) of section 34.

ory "Sec. 36, (a) The President of the United States is auth-
A “®d %o accept silver, in emounts mot to exceed in the :
SPegate in value in United States currency 100,000,000, in

¥ of the whole or any part of any amount of principal or

due from any foreign government or governments on

ot of any indebtedness to our Government, such silver to

Theaecepted at not to exceed the price of 50 cents an ounce.

orj authority of the President to accept silver as herein auth-
8d 8hall be limited to a period of not to exceed one year

g
Tom the Passage of this Acte

thig "(b) The silver bullion purchased under the provi§ions of
S8ction shall ve subject to the requirements of existing

of dzt the regulations of the mint service governing the methods

amg ®Imining the amount of pure silver contained, and the

Wt of the charges or deductions, if any, to be made; but such

SER
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"silver bullion shall not be counted as part of the silver bullion
Quthorized or required to be purchased and coined under the pro-
Visions or existing law.

"(¢) The silver accepted and received under the provisions
of thig Section shall be deposited in the Treasury of the United

iggtes’ to be held, used, and disposed of as in this section pro-
ed,

"(d) The President shall cause silver certificates to be
is?ued in denominations of $1, to the total number of dollars for
¥hich Such silver was accepted in payment of debts. Such silver
Certificates shall be usedﬁby the Treasurer of the United States

U Dayment of any obligations of the United States.

cot "(e) The silver so accepted under this section §hall be
aufged‘into standard silver dollars and subsidiary coins
i leient, in the opinion of the Secretary of the Treasury to
ungt any demands for redemption of such silver certificates issued
reter %he provisions of this section, and such coins shall be
de &lned in the Treasury for the payment of such certlflcates.on
exgan * The silver so obtained and deposited under this section,
aee:pt 80 much thereof as is coined under the provisions of this
aid_ion, shall be held in the Treasury for the sole purpose of
in g in maintaining the parity of such certificates as p?ovided
wheexiStinG law. Any such certificates or reissued certificates,
e 3 Dresented at the Treasury, shall be redeemed in standard
% ver dollars, or in subsidiary silver coin, at the option of
holder of the certificates: DProvided, That, in the redemption
exc:uch Silver certificates issued under this section,.not to
the ?d One-third of the coin required for such redempt%on may in
sidiJudgment of the Secretary of the Treasury be made in sub-
8Ty coins, the balance to be made in stendard silver dollars.

¥ias "(2) Vmen any silver certificates issued under the pro-
T ions op this section are redeered or received into the

Stat from any source whatsoever, and belong to the United
shalis' they shall not be retired, cancelled, or destroyed, but
but = te Telssued and paid out again and kept in circulation;

)

hing herein shall prevent the cancellation and

de
ceizigction of mitilated certificates and the issue of other

Tica
by

tes of like denomination in their stead, as provided

¥
rules'(g) The Secretary of the Treasury is authorized to make

Se amd regulations for carrying out the provisions of this
ety Qn, 1

SER
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{ A detailed discussion ensued as to the probable effects of the bill,
ir 3
¥ S8hould be enacted into law. During the discussion it was stated that
the 1y
bllla in Substantially the form quoted above, had been introduced in the
te this afternoon by Senator Thomas of Oklahoma as an amendment to the
Pengj
ng farm bill., It was also announced that the executive order prohibiting
he e
POrt of gold had been issued by the President in the form submitted
at
K Worning session.
Governor lieyer stated that the Secretary of the Treasury had in-
Torng
d hin that Senator Glass had advised the Secretary that a copy of the

Tevise
d Glass Bill would not be available until approved by the sub-committee

Of the
B&nkina and Currency Committee of the Senate, and that, in the cir-

Qumst
P &nces’ it was apparent that the provision with regard to the insurance
of b
an
% Qeposits, whioh it 1s understood is to be included in the bill,

eould
10t he discusseq by the meeting.

Thereupon the meeting adjourned.

% X ow, G0

Secrgtary.

5
=

nor .

Govex
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o
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