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A meeting of the Board of Governors of the Federal Reserve

SYstem was held in Washington on Tuesday, November 1, 1938, at 10:30

a. m.

PRESENT: Mr. Eccles, Chairman
Mr. Szymczak
Mr. McKee
Mr. Davis
Mr. Draper

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

The action stated with respect to each of the matters herein-

after 
referred to was taken by the Board:

The minutes of the meeting of the Board of Governors of the

l'aderal Reserve System held on October 31, 1938, were approved. unani-

mouziy..

Letter to Mr. Leo T. Crowley, Chairman of the Federal Deposit

Inkurance Corporation, reading as follows:

"Receipt is acknowledged of your letter of October

201 1938, in which you refer to the unsatisfactory con-
dition of the First Citizens Bank and Trust Company of
Utica, Utica, New York. You advise it is your considered
()Pinion that the institution's general condition and
absence of capital protection combine to constitute a
hazard to its depositors and your Corporation which can-
not be permitted to continue unchanged and ask to be ad-
vised relative to any program which the Board of Governors
may presently have under consideration for the correction
Of this situation, or any suggestions which the Board
may care to make concerning it.

"In view of the bank's position as the largest com-
mercial banking institution in Utica and its many asset
Problems, aggravated by the unfavorable economic condi-
tions existing in the community, the situation of the
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"bank has been the cause of much concern for some time,
both to the Federal Reserve Bank of New York and the
Board of Governors. The Federal Reserve Bank has urged
that steps be taken to provide additional capital and
to strengthen the bank's manap,ement. In their efforts
to effect the desired corrections representatives of the
Federal Reserve Bank have from time to time conferred
with representatives of the State Banking Department, the

Reconstruction Finance Corporation, and your supervising
examiner, particularly since the examination made as of
Xune 24, 1938, which disclosed a materially weaker posi-
tion. They have also discussed the situation with certain
leading individuals not connected with the institution
but familiar with local conditions and cognizant of the
bank's problems,

"As you know, within recent weeks word was received
that the bank planned to strengthen its management through
the appointment of a successor to the executive vice presi-
dent, who had recently resigned, and that the bank had
selected the new officer. Upon learning of the move,
Governor McKee, of the Board of Governors, discussed the
condition of the bank with the Reconstruction Finance
Corporation and urged that the various agencies interested
not temporize with the situation nor regard the appoint-
ment of an executive vice president as the answer. He
Urged that, as the practical owner of the bank, the Re-
construction Finance Corporation arrange a sound rehabil-
itation program with the introduction of new capital and
the provision of a thoroughly capable management. It
appears that sufficient funds to rehabilitate the bank
°n a sound basis are not available from local sources
end that the principal part of any new funds introduced
must came from the Reconstruction Finance Corporation
and Your Corporation. In such circumstances it is be-
lieved that the details of the rehabilitation program
should be largely determined by those who are to provide
the needed funds.
, "The Board is pleased to learn that your Corporation

enc. the Reconstruction Finance Corporation have agreed in
Principle upon a plan to provide funds for the reorganiza-

tl°n of the bank upon a sound basis and both the Board
and the Federal Reserve Brink of New York will be glad to
cooperate to the fullest extent in the consummation of
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"the program. In this connection as you know State
Superintendent White has arranged a conference for this
afternoon at the offices of your Corporation for a dis-
cussion of the problem."

Approved unanimously.

Letter to Mr. Sargent, Vice President of the Federal Reserve

Of San Francisco, reading as follows:

"Receipt is acknowledged of your letter of October
11, 1938, inclosing a copy of a letter dated October 8,
1938, from Mr. John M. Grant, President of Transamerica

Corporation, regarding the relationship between his corpor-
ation and Bankamerica Company.

"It is noted that in his letter Mr. Grant expresses
a desire to cooperate with the Board and to comply with
the letter and spirit of the provisions of section 5144
Of the Revised Statutes and states that he will get in
touch immediately with the management of Western States

Corporation with a view to initiating negotiations look-
trig toward the effective divestment of the interest which
Transamerica Corporation has in Bankamerica Company.

"The views contained in the Board's letters of May
3, 1938, and September 23, 1938, were expressed for the
Purpose of avoiding any possibility that Transamerica

Corporation might rely upon an assumption that the Board
di°. not consider any further action necessary with re-
spect to Bankamerica Company; and, in view of the facts
recited in the Board's letter of September 23, 1938, the
Board is unable to understand how Transamerica Corpora-
tion could be surprised to learn that the Board is of
the opinion that Transamerica Corporation has an 'in-
terest' in Bankamerica Company within the meaning of
section 5144 of the Revised Statutes and the agreement
executed by Transamerica Corporation pursuant thereto.

"Linder the language of section 5144 and the agree-
ment, even if Transamerica Corporation does not own,
control, or participate in the management or direction
of Bankamerica Company (concerning which the Board is
not in possession of sufficient information to enable it
to reach a determination), it would be a violation of

section 5144 and the agreement for Transamerica Corporation
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"to continue to have any 'interest' in Bankamerica Company
after November 29, 1938. The conclusion that Transamerica
Corporation has an 'interest' in Bankamerica Company is
based upon the facts set forth in the Board's letter of
September 23, 1938, and Mr. Grant's letter of October 8,
1938, and upon advice from the Board's counsel the cor-
rectness of which is so clear that it is not necessary
for it to be supported by any formal opinion.

"The question as to the best means of divesting Trans-
america Corporation of any interest in Bankamerica Com-
pany depends upon many factors, such as the availability
Of prospective purchasers, the price which could be ob-
tained from a sale of stock, the feasibility of distribut-
lug the stock or the assets involved, and other similar
matters, which must be weighed by persons having responsi-
bility to those financially interested in the company.
In the circumstances, the Board feels that it would not
be appropriate for it to offer specific suggestions as
to the method to be adopted.

"In connection with the consideration Transamerica
Corporation is giving to the termination of its relation-
ship with Bankamerica Company, it is assumed that consid-
eration is being given to such action with respect to any
other securities companies, including hancamerica-Blair
Corporation to which reference has been made in previous
correspondence.

"Please advise Transamerica Corporation in accord-
ance with this letter and keep the Board advised concerning
future developments."

Approved unanimously.

Letter to Mr. William J. Field, President, Commercial Trust

C°1nPanY of New Jersey, Jersey City, New Jersey, prepared for the sig-

11"11re of Chairman Eccles, and reading as follows:

"Because of the pressure of other matters, I regret
that I have not made an earlier acknowledgment of your
letter of October 14 in regard to the expiration on Feb-
ruary 1, 1939, of the period during which section 8 of
."he Clayton Act allows the continuation of certain inter-
-Locking directorates which were lawfully in existence on
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"the date of the enactment of the Banking Act of 1935.

appreciate thoroughly, and I know all the other members
Of the Board do also, the practical difficulties which

confront banks in obtaining and retaining the services
Of valuable directors, as well as the sense of loss which
they must feel at the prospective termination of services

of present directors, many of Idiom have been associated
for a long time with particular institutions.

. "No doubt these considerations were in the contempla-

tion of Congress when it passed the Banking Act of 1935

and entered into its decision to allow the relationships

in question to continue until kebruary 1, 1939, thus giv-

ing a period of more than three years within which to
make the necessary arrangements and adjustments to comply

with the terms of the law. Apparently Congress considered

that this would be ample time. In this connection, it

should be noted that in adopting this provision Congress

repealed the authority of the Board to issue individual

permits and under the present law its power to authorize

interlocking relationships, within the limitations speci-
fied in the statute, is confined to the issuance of

general regulations applicable to every one similarly

situated throughout the United States. Consequently the

Board is without authority to make exceptions in indi-

vidual cases.
"I have recited these circumstances in order that

You may appreciate the reasons which led the Board on

August 10, 1938 (in a letter a copy of which is attached)
to advise the Federal Reserve Banks that it saw no reason

for extending the time fixed by Congress for the ter-

mination of such relationships. However, your letter

Will be brought to the attention of the other members
oC the Board, and you may be assured that it will receive

full consideration by them."

Approved unanimously, with the

understanding that such letter will be

used as a basis for replies by the mem-

bers of the Board and by the staff to

other incoming letters raising similar

questions.

Letter to Mr. Marvin H. McIntyre, Secretary to the President,

Pl'ePared for the signature of Chairman Eccles, end reading as follows:
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"This is in reply to your letter of October 19 re-
questing the views of the Board regarding the problem of
statistical organization in the Federal Government.

"In the determination of Federal Reserve policies
the Board necessarily makes use of statistical informa-
tion concerning many phases of economic activity. Some
Of the information used by the Board is collected by the
/ederal Reserve banks, but a large part of it is obtained
from other agencies of the Federal Government and some
from other sources. The Board, therefore, has a vital
interest in the organization of the statistical services
of the Government.

"The Board is convinced that it is best to preserve
a decentralized form of organization of statistical work
in accordance with the alternative suggestion outlined
in the second paragraph of your letter. Such an arranEe-
ment places the collection of each group of statistics
in the hands of the agencies best qualified to determine
tne inquiries that are needed and can be readily obtained
and to supervise, edit, compile, and interpret the re-
sulting material. For example, this Board, which is
responsible for credit policy, could not very well depend
On any other agency for the collection and interpretation
of banking and financial statistics.
. "The Board recognizes, however, that there are many
kinds of non-administrative statistics - some of which
can be and are collected by a purely statistical agency
such as the Census Bureau. It also recognizes that the
avoidance of duplication of effort and expense, both to
the Government and to reporting business concerns, makes
it necessary to have an agency charged with the duty of
acting as a clearing house of available statistical data
.!..nd as a coordinating body for the statistical agencies.
In addition to preventing duplication, such an organiza-
tion should use its influence to see that the agencies
collecting statistics for their own use do as much as
Possible to satisfy the needs of other governmental
agencies, which are less directly concerned with the par-
ticular statistics, but nevertheless need them in their
work.

. "This work has been performed by the Central Statis-
tical Board, which has been in operation for five years,
and has been extremely useful and effective. In the
Board's judgment, the Central Statistical Board should
continue to function, and its ability to make its efforts
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"towards economy and efficiency effective should be in-
creased by providing appropriate machinery for enforcing
its decisions.

"It is this Board's understanding that the Central
Statistical Board has been asked by the President to sur-
vey the situation and to report its findings and recom-
mendations, and that it is at present engaged in this
work. Decision about the exact means for bringing about
the desired results should, in the opinion of the Board
Of Governors, await this report of the Central Statistical
Board."

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.
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