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A Meeting of the Board of Governors of the Federal Reserve

Syst

eﬂw

; 48 held in Washington on Thursday, Jamuary 25, 1940, at 3:00
Dl

PRESENT: Mr, Eccles, Cheirman
Mr. Rensom, Vice Chaimman
Mr. Szymczek
Mr. Draper

Mr. Morrill, Secretary

Mr. 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. Paulger, Chief of the Division of
Exeminations

Mr. Goldenweiser, Director of the Division
of Research and Statistics

Mr. Dreibelbis, Assistant General Counsel

Mr. Gardner, Senior Economist in the
Division of Research and Statistics

Mr. Chase, Assistant Counsel

e ar:uestion was raised with respect to the action to be teken by
. - °% the mmerous inquiries being received as to the possibility
and3(e)her ®Xtension of the permission granted by subsections 3(a)

Of the Board's Regulation L, Interlocking Bank Directorates

ke C18Yton A i
°fﬁ¢ c¢t, under which & private banker or any director,
8

Under .

i » Op
; bagy ®ployee of a member bank could contimie to serve one other
L] Chu
™man Eeeles suggested that, as there had been no importent

n 4
Jmma he Situation since the matter was considered by the Board on

N 1940, tne Board should teke the position that, in view of
8ct %

hg
¥ the President vetoed a bill which would have extended
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intn Tebrary 1, 1944, the perfod during which lewfully existing
:lationships might be contimued and Congress had taken no further
t:::n in the matter, there was nothing the Board should do at this
8 in Connection with this matter Chairman Eccles stated that
th:t:: Wagner called him on the telephone yesterday afternoon and
SPPeared doubtful thet the President would take the matter

u
. Mt the Board,

I
1 the discussion which followed Mr. Wyatt referred to con-

ver
sations vt oh

Ay he had had with Mr. McKee on the question of the
sabil

" 1ty of the Board emending Reguletion L to pemmit the con-

&t op
i °f interlocking directorates in ceses where (1) ean indi-
0

& hg
8y h ; become o director or officer of another bank as a part of
e abil
%
b tation Program, (2) en individual is serving two nommember
g ang |

qire 1€ or both banks join the Federal Reserve System, (3) a
Ctop

aem ) orficer, or employee of a bank in the business section is
g g
o1y Smal) Neighborhood bank in an outlying district of the same

' Or
ay (4) 81 officer, director, or employee of a member bank serves

Orl.isp

g 3 i Company which receives no deposits repayable on demand
es
ey " loans except loans to individuals to be peid in instell-
8,

ef

at Srence was also made to the question whether the permission

eq i
n

of the Boarg' g regulation to a director, officer, or employee

a
Nemy,
8
T bank to serve a Morris Plan bank should be extended for a
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Thep
) Period for the reason that persons affected had been on notice

op om
Y 8 little over a year of the temmination of the permission.

t v
8 f
elt, however, that while arguments could be advanced for making

t
hege °hﬁnges, th
bs 4

8

n ere

A €Ct on ang after February 1, 1940, is in substential agree-
ent

th :
¢ the intent of Section 8 of the Clayton Act in its present
0

e Board's Regulation L in the form in which it will

ang
Yhat in the absence of further developments no further ac-
0
Uld be taken by the Board.

At the conclusion of the discussion,
ubon motion by Mr. Szymczek, it was agreed
Unanimously that Counsel should prepare
Teplies to the inquiries received by the

Boarg along the lines suggested by Chair-
man Eecles.

My,
Chase 1er the meeting at this point.

Mr.
Vel g Gerdner stated that the memorandum which he and Mr, Golden-
&

r
Dre
Pared on the proposed Inter-American Benk wes sent by mes-
ep tQ Mr

th&t My

Berle, Under Secretary of State, on Jamuary 19, 1940,

Be
Mg Tle subsequently advised that he liked the memorandum very
) th&

ths Tz‘ea

t
RO ERN Bianinded $he mattab tanthes with $he Heovetary of
ch sllry,
ep than the

¥hy
Ch the 1&tt

but that the latter had not teken a definite position
¥ he would go slong with the State Department's proposal
®r should present to Congress, that Mr, Berle asked the

Seq
¥ty o
Wegyy *he Treasury to undertake to obtein a decision on the
on

T
Hvea “lsed in the memorendum submitted by the Board's representa-

anqg
that, 8S a result of that suggestion another meeting of the
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Trea
8y
T State Department, and Federal Reserve representatives was
Yes
terday morning during which the Treasury representatives took

the
Dog
1tion that they could not undertaske to discuss further the ques~

4 :i::lated to participation of the Govermments or central banks in
¢

by hig tion of the proposed bank as that was a matter for decision

b Suthority, Mr. Gardner said he agreed with that position

*Hateq that there was to be another meeting of the Subcommittee

of g
e In
ter-Mmeri can Financial and Economic Advisory Committee that

&ft
*Toon Whi ep
of it was understood was going to contimie the discussion

€ pro
™ POSed bank and that his question was whether it would be pos-
€%

0
tng 8%t an agreement on the points of difference before that meet-

e
o 8NSWer o his question, Mr. Gardner sald, was that that was
&tter
for decision by Mr. Berle.

My,
t
h&t the dis

of
it the Subcommittee which was held yesterday afternoon so that

Gardner made the further stetement that it had been expected

CUssion of the plan for the bank would be finished at a

Couy g B
of th tmitted to the full committee end then to the Governments
e
Nte
Yest Tested nations, that that was not accomplished at the meeting

Erda
an
Yoy 4 another meeting was scheduled for tomorrow, and that
Klng ¢, Mr.

“*dner) cp11eq M le's attention to the rticles
oh had e r. Berle's attention to newspaper a e

a
theg, PPeareqd with respect to the proposed bank end stated that

hg (Mr Berle after yesterday's meeting of the subcommittee,

Wy

J ccounts imp1
Opy Plied that the proposed bank was the result of a
Te

COmm
*hdation by Treasury and Federsl Reserve experts, while
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" Tect thg Board wes not cormitted in any way on the matter. Mr.

nr ® Ye00guizeq that fact end indicated thet he was having difficulty

et&%ting the Treasury Department to discuss the points of difference
Veen representatives of the Treasury end the Board. Mr. Gardner

8dq

&d th&t at n 2 e
. O point hed the representatives of the other Govern-
en

ts p
ee
0 advigeq of the existence of any difference of opinion be-

Ween t
he
TeDresentatives of the Treasury end the Board. He also said

th
™ the Plan hag

th been to bring sbout the adoption of a convention by

8
Ntep

Sta ®8ted Governments to which would be attached the deteiled
0 es

Mgy Soverning the operestion of the benk which would be approved

€ ¢
the om’ention, but that Mr. Berle wes now working towards having

Ver
th Ment g 8pprove a convention which would state in genersl temms
. purpQSes

the . °f the bank and its power leaving the work of orgenizing
Gl

nk

0
o, ®D orgenization committee which would write the detailed
teg
0

T the bapk,
Duy
w | ‘M8 8 dlscussion of action that the Board might take it
greed
b
iy Y the members present that the Board should not permit &
i

On
0
8rise where the implication would be created that it had

Q&_eeﬂ .

0 th
tha ® Proposal submitted by the Treasury representatives so

t

Vene ere submitted to Congress for approval and the Board
Ve ;
&
fx\,m : " OPPortunity to express its opinion it would be precluded
e

Ste
g By Ting eny opposition that it might have to the plan, and

8rq 8
h
1118 of i determine whether it wanted to make known at the meet-
the
Drgp% eubcmﬂlﬂittae or elsewhere that it was not in favor of the
o 4

n
the form being discussed and had submitted another plen.
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Mr, Goldenweiser suggested that the most desiresble procedure

" e 4 talk with Mr. Berle and suggest thet he undertake to get
3 “ereament between the Americen experts on the matter, and that if

Seh MIaQTGEment were not obtained the Board could then determine
%herit desired to make its position known to the members of the

Sube,
O,
ttee op what other action it might teke.

It was agreed unanimously that Mr.
Goldenwei ser should call Mr. Berle on
the telephone this afternoon and suggest
that he underteke to get en agreement on
the pointe of difference in the memorsnda
Submitted by the representatives of the
Board andg the Treasury.

Let o Comection with the above matter Mr. Morrill presented a
tep
]

i “ated Jeamery 25, 1940, from Mr. Sproul, First Vice President
t e
F
iy *deral Reserve Bamk of New York, relating to conversetions
¢h

th
& ® bank hag peg with Carloe Guachella, representative of Bolivia
the

In
- ¥er-Amert can Finencisl snd Economic Advisory Committee, in
ch t

he
ey latten made inquiry on behalf of the centrsl benk of Bolivia

t
he &ttimd £ db
tOwa € of the Federel Reserve Bank of New York woul e
rd a

The ) Tequest, for a credit to help stebilize Bolivian-dollar exchange.
t
tny peragraph of the letter raised & question whether there is
Peci
iy x
g Procity 44 the procedure in effect between the Federal Reserve

e
g W York and the Board with respect to foreign bank relations

Stt

8 ed
that e Federal Reserve Bank would be very much interested

{
n recei

Ving &y information which could be given to it concerning the




/25744
s
Trent
Proposals end the progress of the negotiations being conducted

€ction witn the Inter-Americen Bank.

It was agreed unanimously that Mr.
Goldenweiser should call Mr. Sproul and
%ell him that if he or Mr. Knoke, Vice
President of the New York bank, would
Come to Washington the Board's staff
Would be pleased to show them in confi-

dence such informetion as it has on the
matter,

In teking this action it was under-
Stood that Mr. Coldenweicer would be au-
thorized to show to the representative of
the Federal Reserve Bank of New York in
confidence the memorandum prepared by the
Tepresentatives of the Treasury snd the
Memorandum prepared by Messrs. Goldenweiser
and Gardner.
r, :
Ry Morrily reported that there had been received in the Chair-
S ofpy
the ¢ @ letter dated Jamuery 23, 1940, from the Comptroller of
en
®» with which were enclosed copies of telegrasphic corres-
ex
Changed between the Comptroller's office and the chief na-
ank
Trugy “*aminer at San Frencisco and the Bank of America Nationel
& s
a
P "ings Association with respect to (1) the chief national bank
ner
m
re“ba 8king 8vailable to the State Bank Commissioner reports and
8
n
%%ri the Office of the chief examiner relating to the Bank of
' an
th 9 (2) the 1egal euthority under vhich the Comptroller of
rl‘enc :
Hop ¥ 18sued the order to show ceuse why the report of examina-
of 4,
e
Dational bank should not be published.
Cha
hehad Lrman Eccles left the room and upon his return stated that
J

st
talked over the telephone with Mr. Day, President of the
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ederal
Reserve Bank of San Francisco, end Mr. Davis who was in San

©) end that Mr. Day stated that the Bank of Americe had sub-

Nitte
an
1nquiry to the Federal Reserve bank with respect to the pro-
eedure
-
© e followed in the conversion of the bank into a State in-

Sty
ion
®1d that a copy of the inquiry end the Federal Reserve bank's

I‘ebly
-~ w&s
being sent to the Board by air mail. Mr. Day also said,

g
n
" Eccleg stated, that the nationsl bank had employed 0. K.

shin
€ o
9 : T San Franeisco, as special counsel, thet he was coming to
ship
gto
. 1 %0 telk to the Bosrd's counsel end possibly the Board, that
tat

L
i hart ey for the converted bemk would be issued today, that a
ing

of
g Shareholgers of the bank could be held on ten days' notice,
that

t

b he bankrg present thought was to convert into a State insti-
ion an

i

a
gy take the position that the converted benk was not a new
tutyg
tht 1 and that, therefore, it did not have to apply for member-
o ¢y
® System byt thet ite membership would contimue.

It
. W88 stated thet no enswer had been received from the Comp-
ey

of
the Currency to the suggestion thet representatives of the

W88 no action that need be teken by the Board at the present

Dal‘aq Wag Understood, however, that copies of the memorenda pre-

Y M
€8srg, Dreibelbis and Cagle regarding the condition of the

Ce
Ny, T¥ein practices of 1ts officers would be furnished to each
of
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There was then presented a letter to Mr. I'ry, Vice President
of

the

Federal Reserve Bank of Richmond, reading as follows. The let-
ey

a

? boen eirculated smong the members of the Board and Mr. Draper

haq
ng
i icated that he was not in agreement with the conclusion reached

193 "Reference is made to your letter of December 23,
Wegp( LeEenting for the consideration of the Board the
§ On whether Bethesda, Marylend, end Washington, D.
clgygge 'adjecent' within the meaning of section 8 of the
ce R Act, since the question has a bearing on the ser-
of B;tzfter February 1, 1940, of two directors of the Bank
rectoesda, Bethesda, Maryland, who are serving also as
"Irs of member benks in Washington, D. C.
111%1,1)0t 1s understood thet Rethesda, Maryland, is an un-
U sty oreved community lying within the seventh election
ling of 0? Maryland; that, elthough the southern boundary
Of the this election district touches the boundary line
Vari oy e Strict of Columbia, the election district includes

o

Iy axing units or areas smong which are such com-
nities

What oo 26 Chevy Chase, Friendship, end Somerset; that
op moTEy be regarded as Bethesda proper is situated a mile
taxyy ® beyond the District of Columbia line, that the

8reas or units known es Chevy Chase, Friendship,
the Merset are sjtuated between the boundery line of
Bethes(sitrict of Columbia and the community regarded as
a distia Proper., It is understood also that Bethesda is
the p.. ¢t community having its own business area, that
matel "% op Bethesda heving total resources of approxi-
WO million dollars is the only bank in the com-
is Dro‘:; 814 that the nature and extent of its business
tomers 21y coverned more by the convenience of its cus-
factOrsor Potential customers than by actual competitive
"
Boarg i:-its letter of October 11, 1935 (X-9341-a) the
OF oxoery 4 that in case of doubt as to the epplicability
°°nside2ti°n numbered (5) of section 8 of the Clayton Act,
Sthey aion might properly be given to the question
nteng there is any substentisl conflict of competitive
t St between the banks of one city, town or village
&nks of the other. Since there esppears to be
¥ whether the two cities are 'in practical ef-
Single city', end since there does not appear to

Sop. € b

e
foot SOub
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"b

tw:einy Substantiel conflict of competitive interest be-

the arg Oone bank in Bethesda snd the banks in Washington,
Welghi p gy 1s of the opinion thet Bethesda, Maryland, and

5 t;n’ D. C., should not be regarded as 'adjacent’
2(4) (5 € meaning of the exception set forth in section

°f the Board's Regulation L."

After discussion the letter was ap-
Proved, Mr. Dreper voting "no".

At thi
thig point, Messrs. Thurston, Wystt, Psulger, Goldenweiser,

by
Sp

et ¢,
€y
b Sl the matters hereinafter referred to was then teken
Y the Boﬂrd;

T left the meeting and the sction stated with re-

The
Feq Mnutes of the meeting of the Board of Governmors of the
€ra}

es
Toygy Ve System held on Jemary 24, 1940, were approved unani-
Yo

Memo
the D randun dated January 19, 1940, from Mr. Smead, Chief of
Wsion
Stateq °f Bank Operations, recommending that, for the reasons
e

0 the
Divi81 mexnorandum, Mr. Williem J. Rowan, an employee of the
on g B
1940 b e Operations, who will be 65 years of age on April 6,
) e I‘eti
%o 4y Ted as of June %0, 1940, end that the Board contribute
e

etiy
of iy et System of the Federal Reserve Bamks, for the purpose
creasl
& .
gy - & Mr. Rowen's retirement allowance, an amount (%1,250)
0
Bix anths' Salary.

The recommendations were approved
unanimously.

? Parker, President of the Federal Reserve Bank
Atlan a

’ reading as follows:
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"

in YOuIn accordance with the recommendation contained

apProv:sletter of Januaery 18 on the subject, the Board

eXeming the eppointment of N. B. Harwell as an assistant

adﬁ.se\f for the Federal Reserve Bank of Atlanta, Please

of S of the date Mr. Harwell sssumes his duties and
© salary he 1s to receive."

Approved unanimously.

Thereupon the meeting adjourned.

Chaimean.






