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A meeting of the Federal Reserve Board with the Governors of

Federal Reserve Banks was held in Washington on Monday, March 5, 1934, at

10:30 a. mt.

PRESENT: Mr. Black, Governor
Mr. Hamlin
Mr. Miller
Mr. Thomas
Mr. Szymczak
Mr. O'Connor

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
Mr. Bethea, Assistant Secretary
Mr. Martin, Assistant to the Governor
Mr. Wyatt, General Counsel
Mr. Smead, Chief, Division of Bank

Operations
Mr. Goldenweiser, Director, Division of

Research and Statistics

ALSO PRESENT: Messrs. Young, Norris, Seay, Schaller,
Martin, Geery, Hamilton, McKinney and
Calkins, Governors of the Federal Reserve
Banks of Boston, Philadelphia, Richmond,
Chicago, St. Louis, Minneapolis, Kansas
City, Dallas and San Francisco, respec-
tively

Mr. Iohns, Acting Governor, Federal Reserve
Bank of Atlanta,

Messrs. Burgess and Flaming, Deputy Governors
of the Federal Reserve BrInks of New York
and Cleveland, respectively
Strater, Secretary, Governors' Conference

Governor Black reported, for the information of the governors,

that the bill extending for a further period from March 3, 1934, the

authority of the Federal reserve banks to pledge government securities as

collateral for Federal reserve notes, passed the House of Representatives

°a March 3 in the form in which it passed the Senate on February 28, and

therefore may be signed by the President today.

He also suggested that it might be desirable while the governors

are in Washington to hold a statutory meeting of the Federal Open Market
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Committee, and stated that the Secretary of the Treasury had requested an

opportunity of meeting with the governors at 12 o'clock for the purpose of

discussing the financing program of the Government.

After furnishing each of the governors with a copy of a prelim-

inarY draft, as revised to March 1, 1934, of the bill to provide for the

creation of credit banks for industry, Governor Black reviewed briefly the

Consideration which has been given to the question of the organization of

credit banks for industry and the conferences which he had had with the

President, the Secretary of the Treasury, the Director of the Budget and

representatives of the Reconstruction Finance Corporation and the Federal

Deposit Insurance Corporation, and stated that, with the exception of the

representatives of the Reconstruction Finance Corporation who reserved

their opinions, all of those with whom the matter had been discussed had

expressed the opinion that the kind of credit sought to be made available

by the 
proposed bill should be made available through credit banks of the

kind contemplated by the bill. Governor Black also stated that before the

bill 4
J.e presented to the President for his final decision, he would like

to have an expression of opinion from the governors with regard to the

bill- The bill was then considered section by section and possible changes

were discussed.

During the discussion of the bill Mr. O'Connor left the meeting.

At 12:10, 11,r. Mbrgenthau, Secretary of the Treasury, Mr. Tam K.

Smith, Adviser to the Secretary on Banks and Banking Problems, Mr. Aubrey

G. Lanston, Technical Assistant to the Secretary, Mr. D. W. Bell, Canmis-

stoner of Accounts and Deposits, and LTr. W. R. Stark, Chief, Section of

11-flancial and Economic esearch, joined the meeting. Mr. Morgenthau stated
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that government expenditures have not been ',lade at the rate anticipated

earlier in the year; that while it is expected that such expenditures will

be made later, the lower rate of expenditure has resulted in a cash bal-

ance in the Treasury of approximately :2,000,000,000; and that the sugges-

tion had been made that, in order to reduce the balance, there be no offer-

ing Of c",overnment securities on Yarch 15, with the understanding that the

requirements of the Treasury for refinancing and new funds will be met by

two offerinL;s on April 2 and Eay 15, 1934. He stated also that he would

like to have the rovernors discuss the suggestion with Mr. Smith and the

other representatives of the Treasury Department present and that he would

return to the meeting at 2:30 p. m. to receive the suiTestions of the

overnors.

Mr. Lorcenthau then left the 1%eeting.

In response to the question whether the Treasury De-artment should

(Iffer an issue of i;overnment securities on March 15, the consensus of the

'''°1/ernors was that the Larket is ex rectinc; an issue on that date, and that

the present market price of the 3/4,L certificates of indebtedness due on

that date is influenced substantially by the anticipation of the issuance

of se curities on March lb with the privilege of conversion. The feeling

was also expressed that in view of the present large Treasury balance, in-

the profit from the devaluation of gold, an offering of a reasonable

"sue of securities on March 15 would make relatively little difference in

the Treasury situation and would be advisable fram a market standpoint.

Mr. amith then requested an expression of opinion on the question,

if 84 issue of approximately ::500,000,000, with the privileE;e of conversion,

12 or on Larch lb, what the term and rate of interest on the offering
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should be, and the general opinion was expressed by the governors that an

offering of four-year obligations at a rate of approximately 3% would be

successful.

Mr. Lanston referred to the heavy financing operations which will

be 
necessary in April and May, and inquired whether, in the opinion of the

governors, it would be advisable, in order to obviate the necessity of is-

suing Treasury bills in April to meet requirements for new money, to in-

crease the March 15 offering from approximately ;)500,000,000 to $750,000,000

orNA, o00,000,000, and it was the consensus of the governors that the dif-

ference of $250,000,000 or 4300,000,000 would not affect materially the

success of the offering.

The meeting recessed at 1:20 p. in. and reconvened at 2:35 p. in.

with the same attendance as at the morning session, with the exception of

O'Connor and the representatives of the Treasury Department.

The detailed consideration of the draft of the bill to provide

creation of credit banks for industry was resumed.
for the

The

At the conclusion of the discussion, Gov-
ernor Geery moved approval of the bill as sub-
mitted, with the understanding that considera-
tion would be given by the Board to the sug-
gestions made during the discussion of the bill.

Governor Geery's motion was approved
unanimously by the governors.

question was then raised by Governor Black as to what if any

action should be taken with regard to requesting the issuance to the Fed-

"al reserve banks of gold certificates in payment of the credits estab-

4811ed on the books of the Treasury pursuant to the Gold Reserve Act of 1934.

Croy em,
-'10r Black stated that the certificates are being prepared by the Tree-

8417 Department in denominations of cr,100,000, 40,000, $1,000 and $100,
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and that the Department had expressed a willingness to deliver them to the

Federal reserve banks as soon as they are ready.

After a brief discussion, it was understood
that the question would be considered by each
Federal reserve bank, and the Board advised of
their wishes in the matter.

The Secretary of the Treasury and the other representatives of the

Treasury Department who attended the morning session joined the meeting at

this Point and Governor Black reviewed, for the information of Mr. Morgen-

thau, the 
Opinions expressed by the governors with regard to an issue of

g°verament securities on March 15. Mr. Morgenthau stated that these opin-

ions would be carefully considered by the Treasury Department.

Ur. 1R)rgenthau then presented the following telegram which had been

addressed by the Treasury Department on March 2, 1934, to 112 banks through-

oUt the country, and he suggested that the Federal reserve banks address

telegrams to each of the member banks in their respective districts

in Order that there may be available a more complete survey with regard to

the needs for credit of the type which it is contemplated will be made

available by the credit banks for industry:

The

"I shall appreciate a collect telegram from you stating how
Much, if any, credit is needed in your trade territory for the pur-
Pose of providing working capital for established industrial or

commercial businesses with sufficient unincumbered assets and

Prospects to justify loans having maturities not exceeding five

Years, such credit not to apply on liquidation of existing debt.
Shall also appreciate your indicating to what extent in numbers
the extension of this credit would continue the present employment,
as well as the numbers by which the payrolls would be increased."

eUggestion was also made that it might be desirable to obtain similar

information from representative industrial concerns.

After a brief discussion, the governors stated

that the Federal reserve banks would undertake to

obtain the suggested information.
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The Secretary of the Treasury, the representatives of the Treasury

Department, and 1.1r. Burgess withdrew from the meeting.

It was understood that each governor would
send a telegram to his bank requesting that the
telegram presented by the Secretary of the Trea-
sury be sent to all member banks in the district
except the banks to which the Treasury Department
had sent the telegram, and to each chamber of com-
merce in the district, and that the information
contained in the replies be tabulated and forward-
ed to the Federal Reserve Board as soon as pos-
sible, not later than Friday, 1.1arch 9, 1934.

At the request of aovernor Black consideration was then given to

the question as to what policy the Federal reserve banks should follow in

the future with regard to the issue and retirement of Federal reserve bank

notes, and the suggestion was made that it would be desirable for the banks

to retire the notes as soon as possible in order to save the tax imposed

bY Section 18 of the Federal Reserve Act. The ensuing discussion developed

the °Pinion that, even if the reason for keeping a substantial amount of

the notes in circulation no lon7,er obtains, they should not be retired too

raPidlY, and that it be the cause of unfavorable comment should the

deposit at once lawful money with the Treasury Department to dis-

ch4rge their entire liability on Federal reserve bank notes, which would

result in the removal from the weekly Federal reserve bank statement of the

item 
of Federal reserve bank notes in circulation.

At the conclusion of the discussion, it was sug-

-;ested that each bank might give consideration to the

retirement, at a reasonable rate to be determined

by each Federal reserve bank in the light of the

discussion at this meeting, of the notes now in cir-

culation. No objection was expressed to this sugges-

tion.

Governor Black then referred to the suggestion which was made

l'eeeutlY that the Federal reserve banks take up with the member banks in
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their respective districts the possibility of increasing the number of

banks in each district participating in government security purchases

through war loan account and the amount of the authorization of the banks

now participating. Certain of the governors referred to the steps which

had been taken by them in this connection, and it was understood that the

matter of the further action to be taken should be left to the discretion

Of each Federal reserve bank.

Governor Calkins read to the conference the memorandum submitted

by Mr. amead to Governor Black under date of February 28, 1934, with re-

gard to the desire of the Farm Credit Administration to avail itself of

the services of the Federal reserve banks in facilitating the operations

Of the Federal Land Banks in exchanging bonds of the Federal Farm V:ortgage

Corporation for farm mortgages, and after a brief discussion it was under-

stood 
that the governors would recommend to the directors of their respec-

tive 
beaks that the banks comply with a request from the Secretary of the

TreasurY that they perform the services contemplated for the Farm Credit

Admi
nistration.

Thereupon the meeting adjourned.

414)110yed:
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