
47

A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Vednesday, Tanuary 10, 1940, at

3:15 P,m.

PRESENT: Mr. Eccles, Chairnan
Mr. Ransom, Vice Chairnan
Mr. Szymczak
Mr. McKee
Mr. Davis
Mr. Draper

Mr. Morrill, Secretary
/kr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman
Mr. Wyatt, General Counsel

Mr. Goldenweiser, Director of the Division

of Research and Statistics
Mr. Dreibelbis, Assistant General Counsel

Chairman Eccles stated that while he and Mr. Davis were at

the Trea 811/7 today in connection with another matter, Mr. Bell, Under

Secret
EirY of the Treasury, suggested that they see Mr. Delano, Comp-

tr*011er of the Currency, with respect to the Bank of America National

TIllst 6c Savings Association. Messrs. Eccles and Davis called at Mr.

Lelan°'s office who asked (1) what the Board knew with respect to the

eetj
g of stockholders of the Bank of America which was held in San

Pralaci
'8e0 yesterday and (2) whether the Board had reached a decision

" to what its Position would be with respect to the request that it

ke an exemi nation of the bank and also regarding the action proposed
hY the 

Comptroller of the Currency of citing the bank to show cause
Why

the July report of examination Should not be published. Mr. Delano

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



1/10/40 -2-

indicated that he was particularly interested in getting additional

information with respect to the alleged threat of the bank to convert

into a State institution.

Chairman Eccles said that he and Mr. Davis informed Mr. Delano

that the first information the Board had with respect to the stock-

holders meeting was when Mr. Delano called Chairman Eccles yesterday

m°111ing and advised him of it and that the Board had no information

Whatsoever with respect to the threat of the bank to surrender its

Dation,'
charter other than that contained in the accounts which ap-

Peered in the newspapers this morning (references to the shareholders

Meeting were made in the tall Street Journal and Washington Post this

m°111ing and copies of these references have been placed in the files).

Was call

At Mr. lielano's suggestion, Chairman Eccles said, Mr. Bell

d into the conference and Chairman Eccles repeated what he

had said 
previously

stockholders meeting end

institution, after which

with respect to

the threat

the Board's knowledge of the

of the bank to became a State

he stated to Mess. Bell and Delano that
ht a meeting of 

the Board held yesterday Mr. Morrill reported on the

Maetin held at the Treasury on the previous afternoon and that while
the 

matter had been discussed the Board had reached no decision as to
the 

position it would tice, that the report of the last

the information furnished by the Comptroller of the Currency
,
411 the hands of the staff for review, and that the Board would

examination
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not be prepared to f ..ive the matter further consideration until it

had had an opportunity to consider the digest made by the staff.

In connection with a discussion of the possibility of the

bank converting into a State institution, Chairman Eccles said he

suggested that if the bank were to take that step it would first want

to de4 _,
ullmine whether it could be a mamber of the Federal Reserve Sys-

tem as a State institution and that if such an application were made

the Board would have to determine the conditions of membership which

Would be prescribed.

Chairman Eccles made the further counent that the Cmnotroller

-3-
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the Currency  disclosed a point during the discussion which had not

been referred to at the conference at the Treasury on January 8, 1940,

that ie, that even if the order to Show cause were served on the bank

it '4" felt that there was no reason why the Comptroller of the Cu

renew 
could not take any of the other actions available to him. Chair-

Ecclest 
response to that was that it was his understanding that

the 11°tice would be to show cause why the report of examination should

'lot 
be Published and Mr. Delano answered that that was not entirely

the case- He then read the pertinent part of an order which would

cite
the uank to show cause why the Comptroller of the Currency should

not 
proceed to publish the report of examination, certify the facts

to the Board

°ther action

he stated to

of Governors for a section 30 proceeding, or take any

available to him under the law. Chairman Eccles said

the Comptroller of the Currency and Mr. Bell that this
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was the first any representative of the Board knew that such a course

Of action was contemplated as all that was talked about at the confer-

allce on J-enuary 8, was a citation to show cause why the report of ex-

aMination should not be published.

Chairnan Eccles made the further statement that it was also

learned a 4-11r,-ng the conference that Messrs. Bell and Delano were to

have another meeting with Mr. Crowley, Chairman of the Federal Deposit

Inslirance Corporation, this afternoon on the matter and that the Board

had not been invited to have a representative present at this confer-

ence and, therefore, no one from the Board or its staff would attend.

The members of the Board engar--ed in a further discussion of
the 

entire matter in the light of the additional information given by

Cheir°1an Eccles. The suggestion was made that if the order were sent
in the f

oas read by Mr. Lelano it was very likely that the bank
Itlight 

refuse to show cause and state that it had tried a year and a
hill.' £40 to get a hearing under a section 30 proceeding.

Mr- Wyatt pointed out that if the order to show cause should
be sent in this form and a hearing were held before Dean Bates and a
section

‘Ju proceeding were recommended by him, there would be two

heerit6s on the same facts.

Chairman Eccles made the observation that the bank, in threat-

t° convert into a State institution, has made it all the more

necessarY that the Board make no commitment not to examine the bank

r°1. the reason that if it should apply for membership an examination
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'ht be found to be necessary as a basis for determining the condi-

tions of membershin to be nrescribed.

At the conclusion of the discussion
the staff was reauested to present to the
Board, at the time the digest of informa-
tion with respect to the matter is sub-
mitted, recommendations with respect to
(1) the nosition of the Board relating to
whether it should undertake an examination
of the bank and (2) what its attitude should
be with respect to the proceeding proposed
by the Comptroller of the Currency, the
recommendations to be accompanied by a full
statement of reasons therefor.

TT—r. Dreibelbis said that he had been reviewing! the information

received from the Comptroller of the Currency and that it appeared from

these records that there were documents in the files of the Comptroller

Itich had not been sent to the Board, and he inquired whether the Board

desired to ask that these documents be made available.

It was agreed unanimously that if the
Staff should feel that any documents re-
ferred to in the records furnished were
necessary in order to obtain ell of the
essential facts involved, Mr. Morrill
Should cell Mr. Delano and ask that the
documents be sent to the Board.

It was further understood that the
review of the record by the staff should
be for the purpose of attempting to de-
termine what issues are involved in the
controversy between the Comptroller of
the Currency and the Bank of America and
that the staff would not be expected to
attempt to determine the merits of the
case.

It was also understood that a meet-
ing of the Board would be held on Monday,
January 15, 1940, for further considera-
tion of the matter.
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Before this meeting Mr. Morrill had sent to each member of

the Bipard a copy of a draft of a letter to Mr. Harrison, President

f the Federal Reserve Bank of New York, relating to correspondence

Itich the bank had had with the State Department at the request of

certain State member banks in New York City in connection with certain

Problens of
commercial banking arising under the Neutrality Act. The

draft of letter referred to comments contained in the correspondence

With respect to the New York bank acting as a channel for communica-

tic/hs between its member banks and the Government departments and of-
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in Washington and called attention to the Board's letter of

j-abltuarY 24, 1938 (S-69) which requested that such matters be taken up

rirst With the Board of Governors. The draft requested that in future

cases of this kind the Board be advised tamediately so that steps

aleY be taken to determine how best to submit the questions involved
to 

the Government department or agency concerned.

The Secretary was requested to prepare
a memorandum covering the facts in the pres-
ent case with a view to a discussion of the
matter by the Board with Mr. harrison at
the first opportunity.

Mr. Ransom suggested that it would be helpful if at some meet-

or the

or 
Research and Statistics

the 
Procedure followed in the

dUstrial production, that he had talked to Mr. Thomas, Assistant
41"ecto

Board in the near future representatives of the Division

could make a statement to the Board as to

computation of the Board's index of in-

r °f the Division, regarding the matter and that Yr. Thomas
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had advised that certain changes in the basis for computing the index

were 
contemplated which would have to be submitted to the Board in eny

el ent and that the matter miAl.t be handled in the manner proposed by

Mr. Ransom. In this connection Mr. Ransom distributed to the members

Of the Board mimeographed copies of a description of the index which

aPPeared in the February, 1927 issue of the Federal Reserve Bulletin.

It was agreed unanimously that the
representatives of the Division of Re-
search and Statistics Should be prepared
to make, at a meeting of the Board on
Tuesday, January 16, 1940, a statement
along the lines suggested by Mr. Ransom.

At this point Messrs. Thurston, Wyatt, Goldenweiser and Drei-
beibi„
. _Left the meeting and the action stated with respect to each of

the meitters hereinafter referred to was then taken by the Board:

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

Pede,
Reserve System held on January 9, 1940, were approved 

unanixaou Sly,

-

Letter to Mr. Fleming, President of the Federal Reserve Bank

of 
Cleveland, reeding as follows:

"Referring to your letter of January 5, 1940, it
ls noted that at a meeting of the Board of Directors
of the Federal Reserve Bank of Cleveland, held on Ian-
uerY 4, 1940, the salaries of all officers of the Bank
were fixed for the period January 1 to April 30, 1940,at the rates in effect for such officers, respectively,
on December 31, 1939.

"In accordance with the further action taken by
Yo4r Board of Directors, the Board of Governors approves
IpaYment of 8 retaining fee at the rate of 1,5,000 per
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"annum to the firm of Squire, Sanders & Dempsey, which
Was reappointed counsel for the year 1940."

Approved unanimously.

Thereupon the meeting adjourned.

fogials- 4-)
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