
A meeting of the Board of Governors of the Federal Reserve

SYstem
- was held in Washington on Monday, January 15, 1940, at 2:35

P.m.

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

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
Mr. Dreibelbis, Assistant General Counsel
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The meeting was held in the conference room for the purpose

Of li„
'' ening to a telephone conversation over the loudspeaker between

Mr. MdKee and President Day of the Federal Reserve Bank of San Fran-

Mr. pay came on the telephone and Mr. McKee informed him of
the

recillast received by the Board from Mr. Charles W. Collins, At-

tc)rneY or the Bank of America National Trust & Savings Association

that
the Board make an examination of the bank. Mr. McKee also said

that th0 Board had taken no action on the matter awaiting advice from
the b

61" of its ratification of the request, and that a copy of a

res°1ut1on of ratification adopted by the board of directors of the

beak 0,
January 9, 1940, had been received by the Board today.

Mr. McKee then inquired whether Mr. Day had heard anything
furth 

er with respect to the possibility of the bank being converted

14t0 a
State institution to which Mr. bay replied in the negative,

it,
reSPOnSe to a further inquiry, stated that he had not checked

he State banking department to see whether the matter had 
been
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taken 111) with it. He added, in reply to a further question, that no

inqtlirY had been made by the bank at the Federal Reserve bank with

Oct to membership in the Federal Reserve System and that, in his

°Pinion) there was little likelihood that the bank would be converted.

Mr. McKee then informed Mr. Day that the Comptroller of the

ellrl'encY on Sanuary 11, 1940, issued an order to the bank to show

cause why the July report of examination should not be published,

end) in that connection, outlined the procedure which the Comptroller

e°11templated Would be followed under the order. Mr. Day said he had
tot been advised of that action, that if the report were published

it 141)111d Probably cause some talk and newspaper articles, and that

he did not attach any significance to the request that the Board

rileke
an 

examination as the matter was between the bank and the Comp-

t/)oller of the Currency. Mr. McKee stated that a copy of the order
Would

be sent to Kr. Day by airmail today and that after he had re-

eeiv d it the Board might desire to talk to him again.

In response to an inquiry from Mr. McKee as to whether he
thou„,

=,11-c the bank would itself publish the report of examination, Mr.
4Y exn„

-4-Lessed the opinion that that would not be done. Fe also stated

he did not fear any adverse public reaction to the publication
Or the

reP°rt, that the attitude of the public in California toward

was nothine less than astonishing, and that no one seemedtO be payin6: any

attention to the controversy with the Comptroller
°r the currency,

which was regarded as a personal matter. In further
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c°versationtlr. Day stated again that the Reserve bank had not been

approached by the national bank with respect to conversion into a

State institution and that he would keep in touch with the State bank-

dsPartment in the event such a step should be taken.

Following the telephone conversation
with Mr. Day, Mr. Morrill was requested
to send to Mr. Day by airmail a copy of
the order to show cause issued by the Comp-
troller of the Currency and a copy of the
letter of January 13, 1940, received by
the Board today from Mr. R. P. P.. Everard,
Secretary of the Bank of America, together
with a copy of the resolution inclosed
therewith which was adopted by the board
of directors of the bank on January 9, 1940,
approving the letter sent to the Board by
Mr. Collins as Counsel for the bank under
date of December 29, 1939, in which the
request was made that the Board make an
examination of the bank. He was also re-
quested to send a copy of Mr. Everard's
letter and inclosure to the Comptroller
Of the Currency.

Chairman Eccles stated that in accordance with the action
te en

at the meeting of the Board on January 8 he had talked with Mr.

Assistant Secretary of State, with respect to the proposed ere-
ction of en Inter-American Bank and that Mr. Berle advised that the

discussiOs with regard to the organization of the bank were going
r°rwal-d and that it would be necessary in the near future to reach a

decision 
whether the ownership and management of the bank would be

13111ced in the hands of the Governments of the participating nations
(31' their central banks.
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Chairman Eccles added that members of the Treasury staff had

Prepared a plan, on which the Secretary of the Treasury had not taken

11 Position, ithich would place the ownership and management of the
bank in

the hands of the Governments and that the State Department
had no.,

-L reached a conclusion on it, feeling that the establishment
Bold fUnctions of the basil; were more important considerations. In re-

sPonse to an inquiry as to what the State Department expects to ac-

c°Tqaish through the bank, Chairman Eccles stated that he thought the

cre"1"- of the bank would be largely for other than economic reasons,
that it was felt that it could be useftl as a mechanism for exchange

st"ilization and assisting in the making and servicing of lons even

thollh it did not make loans itself, and that it would provide a forum

the consideration of economic problems. He made the further state-

111e/it that there were about hO0,000,000 of South American balances in

this collntrY which, if deposited with the Inter-American Bank, could
be us ,1

(11/4' to advantage by the bank in stabilizing conditions in the
Sokith

erican countries from which the funds came.

There 
followed a discussion of the sources of the bank's funds

atid the basis upon which it might be operated and it was pointed out
that rearaless

the Governaent,

requir

of whether the ownership and management is placed in

or central banks Congressional authorization would be

ad for participation by the Treasury or the Federal Reserve Sys-

eheiralan Eccl€5 stated that the discussions of the matter were
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getting to a point where the Board would have to determine what its

attitude toward the proposed bank would be or it may be in the position

°f having 
tacitly approved the creation of the bank and the plan sub-

mitted by the Treasury representatives.

The suggestion was made by Mr. Ransom that Messrs. Goldenweiser,

Director of the Division of Research and Statistics, and Gardner, Senior

Ec°n°mist in the Division of Research and Statistics, who have been

ParticiPating in the discussions of the proposed bank with representa-
tives

of the Treasury and State Departments, be requested to submit a

reec)ralliendation to the Board promptly as to the organization that might

be set P. Chairman Eccles said M. Gardner was attending a meeting
°a the 

matter this afternoon and that, if agreeable to the Board, he
would 'equest Messrs. Goldenweiser and Gardner to submit a recommenda-

ticla in accordance with Mr. Ransom's suggestion.

This was agreed to unanimously.

At this point Mr. Dreibelbis left the meeting and the action
etated 

with respect to each of the matters hereinafter referred to was
then 

taken by the Board:

The minutes of the meetings of the Board of Governors of the Fed-

eral l'eserve System with the Chairmen of the Federal Reserve Banks held
01 

December 5 and 6, 1939, were approved unanimously.

The minutes of the meeting of the Board of Governors of the Fed-eral
Reserve System held on JanuarY 13, 1940, were approved unanimously.

411 
Bonds, in the amounts of P10,000 each, executed under date of

liar
') 1940, by Robert L. Shepherd as Assistant Federal Reserve
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AEerit and Terrice

end on 
January 6,

Lee 
Emrich Anderson

IkEett's 
Representative,

131nai
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C. Gibson as Alternate Assistant Federal Reserve Agent,

1940, by Robert Lassiter as Federal Reserve Agent and

and Charles Elliott Francis as Federal Reserve

all at the Federal Reserve Bank of Richmond.

Approved unanimously.

Letter to "The Howard National Ban".,<: and Trust Company of

gton" 
Burlinton, Vermont, reading as follows:

, "The Board of Governors of the Federal Reserve Sys-
Consideration to your supplemental applica-

-4eret!1°11 for fiduciary powers, and, in addition to the authority
:ofore granted to act as trustee, executor, adminis-
trator) registrar of stocks and bonds, guardian of estates,
e2sieneal receiver, and committee of estates of lunatics,P'arits You authority to act, when not in contravention of°y!Ite 

You authority
law, in any other fiduciary capacity in

State banks, trust companies or other corporations
teleh come into competition with national banks are permit-
eru to act under the laws of the State of Vermont, the ex-

Of the
of all such rights to be subject to the provisions

'Ile Federal Reserve Act and the regulations of the Boardvl 
Getviernors of the Federal Reserve System.

fiduo!his letter will be your authority to exercise the
tio 'c.rY powers granted by the Board pending the prepare-
vi„11formal certificate covering such authorization,

wil'4"-ch l be forwarded to you in due course."

1.151:11,0

Approved unanimously.

Thereupon the meeting adjourned.

Secretary.

Chairman.
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