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A meeting of the Board of Governors of the Federal Reserve

SYsten e
: § held in Washington on Thursday, February 1, 1940, at 11:00
- m.

PRESENT: Mr. Eccles, Chairman
Mr. Rensom, Vice Chairmen
Mr. Szymczek
Mr, Davis
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. Peaulger, Chief of the Division of
Exeminations

Mr. Cagle, Assistant Chief of the Division
of Exemineations

Mr. Chase, Assistant Counsel

Cha
"°rn1 Lrman Eccles read the following letter received by him this
g

£
™0 the President of the United States:

n

the 4 In viey of my veto last year of the Bill extending
iy Viewe for ending interlocking bank directorships and
d1rector°f the apparent hope on the part of some of these
°Xtensios that some method could be devised for a slight
BOard ton Of the final date, I sm writing to you end the
tensio tell You that I have no objection to a short ex-

is l-- Say three monthe but no longer than four months.
ments_ glve ample time to meke the necessary arrange-
that th As 1 8aid in my veto message, I honestly believe
effect © intent or the law should be definitely put into

el&psea.sspecially because so much time has already

Chag
hQQW1t ™Man Eecles then stated that during conversations which he

Sen
tors Wagner and Glass on January 30 and 31 they raised the
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®8tiop
o Of the possibility of & further extension by the Board of
1 psrmission
U

granted by Regulation L, Interlocking Directorates
b & Clayton Act, for the contimation of certain interlocking

ank a
Tre
i ¢Yorates, that they both desired that the extension be granted,
t

at

i YeSterday afternoon Senator Wegner got in touch with the
te Hoy

b S 8gain, following which the President celled him (Chairmen
¢ eB)

X Ch&il‘man Eccles seid that after outlining briefly for the
0
A D Of the President the position in which the Board found it-

el
With

- Tespect to a further extension, the President stated that he
d

Send
thy 8 letter to the Board immediately suggesting an extension of
Se

0
T fouy months,

D
Dl'ap Ting the discussion which ensued Mr. Morrill read, at Mr.
ep!

8 re
¥y Test, the following statement which had been prepared by

) Dr&p

er
o Se¥ting forth his position vith respect to a further exten-
0

e th
e
Permission granted by Regulation L:

"
be Srarsl%:g%d a8 4 months' extension under Regulation L

n
1y m_li' ACCOrding to some proponents of this extension,
Boﬁrds Provide time for the banks to readjust their
Thi g w I accordance with the so-celled 'new situation'.
Deng g OeStion of requesting additional time for readjust-
d&te, 1 bank boards has been discussed at every cut-off
1939, - vas discussed on Jamuary 1, 1929, on August 1,
1'96180n ag DOW on Jenuary 31, 1940. You remember that the
Wag thag Vanced for the extension on Januery lst, 1939,
ek g the the banks needed more time so that they might
Jaﬂua Necessary changes of their directors at the
Teagqy a Shnua) meetings of their respective boards. The
On Januaghen for extensions on August 1, 1929, end now
TY 81, 1940, are on the surface more or less
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"
diffs;ent, but essentially they are the same.
undoubtf We grant this 4 months' extension now, it will
Precedezgly be asked for again on June 1, 1940, end if
® 2kked S are any indication of future behavior, it will
has by for just as persistently on June 1, 1940, as it
Ctagpp d°n the three previous occasions. Every time this
shayy telate approaches, we eare told: 'But this time we
Elready 1 the banks that we mean business'. We have
°c°asionn0t1fied the banks accordingly on two separate
oy &vs before, How seriously have they taken it?
thepe are taken it so lightly that in New York City today
hag 4 € 8l directors of big banks who, if they really
from ®h our regulation seriously, would have retired
groyp 0: ; respective boards over a year ago. In this
b i 1l men, there are 4 who represent a large private
al gy g @nother large bank or trust company. There are
Roth ., gn who represent a large trust company and
Site op ank or trust company. It is obvious that in
on Seri‘epeated extensions, this lew is not being
Utig) 4 Ously by some of the largest and most influ-
"o anks in New York City.
8ion ad;o Other proponents of this request for an exten-
°PPOrtcate it on the ground that it will give Congress
datg, Unity to pass legislation extending the cut-off
isl&tionou may remember that Congress did pass such leg-
the Pre31at its last session. The bill was vetoed by
S dent. Have we received any information recently
thig Uld indicate thet the President will not veto
1 for the seme reasons that he advanced when
Wrpggg o, Similer bill last July? If not, vhet useful
Slon °nlwill be served by granting this 4 months exten-
®Xbengy ¥ %o have Congress pass a bill grenting & further
the p °l which in turn will undoubtedly be vetoed by
Tesident?
Whi op ; There is g very simple, effective method by
Bestoq { Solve this difficulty. It is the method sug-
It 4 3 the veto of last year's bill by the President.
lay, ag er Congress to change the basic provisions of the
To difrinacted~many years ago. If Congress will do this,
ine the ::lty should present itself in properly administer-
this, enatUte. But if Congress has not and will not do
Smp¢ e 1t seems to me that we are deliberately at-
§°nt1 i O circumvent the expressed will of Congress by
bZZi £ ey ranting these extensions that in essence
c Sta

tiiect of mullifying the obvious intent of the
e.
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&I‘G"If the President personally communicetes with the
U8 tq Concerning an extension of this statute and pemits
88

R g Y in our statement to the public that we are making

We Shoencslion with his knowledge and consent, I feel that

vhicp - accede to his wishes, If, however, the statement

presSede relesse to the public does not indicate the ex-

Uke £ consent of the President mentioned above, I should
Vote 'no' on this resolution."

My,

" Ransom stated that he had talked over the tel ephone with

b
. (:Kee
o late Yesterday and that the latter indicated that in the
I‘Qum
8ty
ces he woula favor emending Regulation L to extend the per-

miBEi
On
. grant eq by the Boerd for a further period of six months or a
T,
Co :
" Bsideration wes given to the statement that would be released

e
br
, ®%8 1n the event action were taken by the Board and question
Wseq
g, “hether the Boerd would be et liber ty to quote the Presi-

8 19tter $i :
ﬁscel‘t such a statement, Chaimmen Eccles left the room to
8i

n
o *he attitude of the White House on this point and upon his
n 8
aj
tel‘i ¢ thet he hed been advised that the Board could use the let-
n
Sy

Y&y it saw fit.

Thereupon Mr. Szymczak moved that the

f0110\\rj.ng resolution be adopted:
"

reetor;ESOLVED, That Reguletion L, Interlocking Bank Di-

1mm€di ©S Under the Clayton Act, be amended, effective
nvely, as follows:

top 3(‘ By changing the date 'Februery 1, 1940' in sec-
"28) to the date 'June 1, 1940'; &end

tiop 3(. By chenging the date 'February 1, 1940' in sec-

®) to the date 'June 1, 1940'."

Mr, Szymczak's motion was put by the
¢hair snd carried unenimously.
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Approval was also given to the following
DPress statement, with the understanding that
it would be released immediately and that a
Copy thereof would be sent by telegraph to
each Federal Reserve bank:
hag a;zhe Board of Governors of the Federal Reserve System
Telaty Nded subsections 3(a) end 3(e) of its Regulation L
QYtozg to interlocking bank directorates under the
Tune Act, effective immediately, so &s to extend until
have 1. 1940, the time during which certain persons who
Tembgy in Serving member banks may contime to serve a
w20 and not more than one other bank.
Senatoihis Tinal extension was made at the request of
mittee Of&gner, Chairman of the Banking and Currency Com-
Of tha, 2 the Senate, and of Senator Gless, senior member
ommittee, and upon receipt of the following letter
© President addressed to the Chairmen of the Board:
e 'In view of my veto last year of the Bill
A ending the time for ending interlocking bank
OHT:Etorships and in view of the apparent hope
met € part of some of these directors that some
e 0d could be devised for a slight extension
the final date, I em writing to you end the
Shzrd to tell you that I have no objection to a
th Tt extension -- say three months but no longer
ma;n four months. This will give emple time to
ny ® the necessary arrangements. As I said in
% Veto message, I honestly believe that the in-
0% of the law should be definitely put into

:ffect: especially because so much time has al-
e&dy elapSed. (X}

]@rt A$ this point Messrs. Thurston, Wyatt, Paulger, Cagle and Chase

mmwerse;meeting and the action stated with respect to each of the
ereinarter referred to was then taken by the Board:

Peder e Wtes of the meeting of the Board of Governors of the

es
9 Ve System held on Jemary 31, 1940, were approved unani-
y:
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Bonds, ip the amount of $10,000 each, executed under date of

Ianu
ary .
19, 1940, by Jere V. D. Stryker as Assistant Federal Reserve

A@mn

' ®0d by Nomen C. Cooper snd Robert W. Bullock as Alternate

nt
. Federal Reserve Agents, all at the Federal Reserve Bank of
Sw YO

Tk,

Approved unanimously.

M
e MMOTandum deted Jamuary 31, 1940, from Mr. Morrill recommend-
' Upop

the request of Mr. Goldenweiser, Director of the Division of

esearch fnd Statisti v R. G £450
: Seeret gy RS MRy T S e e g
%aﬁ*ties s Office, be transferred to the Division of Research and
ot Febp, * Yth selary at the rate of §1,800 per anmum, effective as
L 1940, The memorandum also recommended that the salaries

of th
e fol
l°wing Stenographers in the Secretary's Office be increased,

8fp
8etiye Febl‘uary 1
. ?

1940:
From To
Lida B & &
) + Sloan $1,560 $1,800
f&rsaret Lee Higdon 1,620 1,800
Ucy E, Fulwiler 1,620 1,800
Claire A, Bastable 1,680 1,800

Approved unanimously.

&m,
OT8ndum dated Jamuary 27, 1940, from Mr. Carpenter, Assistant

8

Ql‘et&ry’ :

LT By eCommending, for the reason stated in the memorendum, that
th M

‘dth Crary pe appointed as a file clerk in the Secretary's Office,

Salg
TV at the rate of $1,320 per annum, effective as of February
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40
» Subject to her passing satisfactorily the usual physical exam-
ety o,
Approved unanimously.
M
B MOrandum dated Jamuary 25, 1940, from Mr. Goldenweiser,

I‘ectol‘
°f the Division of Research and Statistics, recommending,

for
the »
& °8%0n stated in the memorandum end with the concurrence of
e sSer ;
et
" 8Ty's Office, that Miss Margeret Johnston, a file clerk in
e SBCretary'

8 Office, be transferred to the Division of Research

Staty
s "
tics as & stenographer, with salary at the rate of $1,440

gy

Pep

' ®ffective ag of the date upon vhich she enters upon the

Derr
0
ane
® of her new auties.
Approved unanimously.
et
Srg ter to the board of directors of the "Jersey State Bank",

Syviyy
e
t Illinois, stating that, subject to conditions of member-

Sy
p numhered l
&&lo %0 3 contained in the Board's Regulation H and the

"ng
8
oy Pecial conditions, the Board approves the bank's application

Iy
Porantp 4 4 Fed S for th ri
m“Mn e Federal Reserve System and for e appropriate

of
" Stock 1n the Federal Reserve Bank of St. Louis:
4y No
e P&yment or distribution shall be made by such
°°ntrzg the trustee for waiving depositors and
Undey Uting stockholders, pursuant to the plan
wit tWhiCh the bank was reopened in 1933, except

he prior approval of the Federsl Reserve

Btk of st pouts:
b
. PI‘i
i °T to admission to membership, such bank, if it

: 10t already done so, shall charge off or other-
® eliminate estimated losses of £9,476.44, as
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"Shown in the report of exsmination of such bank
88 of September 11, 1939, made by &an examiner for
the Federal Reserve Bank of St. Louis."

Approved unanimously, together with
8 letter to Mr. Martin, President of the
Federal Reserve Bank of St. Louis, reading
8s follows:

"The Board of Governors of the Federal Reserve Sys-
or “PProves the application of the 'Jersey Stﬁate Bank',
sSr:eYville’ I1llinois, for membership in the Federal Re-
encle System, subject to the conditions prescribed in the

OSed letter which you are requested to forward to the
le::d °f Directors of the institution. Two copies of such
ang °T &re also enclosed, one of which is for your files
Audi € other of which you are requested to forward to the
hi tor of Public Accounts for the State of Illinois for
S Informaty o,
Dity v 8ccordence with the recommendation of your com-
0 °®, the Board has prescribed a condition of membership
Ba Tequi re the bank to obtain the approvel of the Reserve
brygt, efore meking eny distributions or payments to the
It y, €e for waiving depositors end contributing stockholders.
a COQS D0t been the practice of the Board to prescribe such
owendi On generally. It has been prescribed in this case,
thanver’ in view of the fact that you anticipate th?t more
faipg he Ordinary degree of supervision of the bank's af-
8y S needed. It is assumed, of course, that in the
N1y ,ovTation of the condition the Reserve Bamk vill give

Qepg o 2 Proper consideration to the rights of the waiving
p°sit0rs.

dig "In View of the unfavorable factors which have been
:llsse in the report of exsmination and the presentation
they 09NN sutmitted with the epplication, it is understood
Darhiyou intend to advise the management of the bank, in
Adep, ®Ular President Chapman and Executive Vice President
8ng t}’l 88 to whet will be expected in the way of improvement
Mq peo YOU Will follow the affeirs of the bank closely
dssire e such assistance as you can in seeing that the
St%de Progress is made. In this connection, it is under-
80 Pep .0 that the president of the benk, who owns nearly

be a .. €0t of the stock of the institution and i? said to
rield Of substantial meens and successful in his own
ln ) "uld be responsive to & request to meke a change

8ctive management should that become necessary.
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steﬂd;'Please advise the Boerd of the results of the under-

curren:f reached with the management and keep the Board

effecty ¥ advised as to the progress made by the bank in

by Yourng the needed improvements and as to the steps taken

wit Office to see that such improvements are effected
out undue delay."

Thereupon the meeting adjourned.

Wekonzza Noniep__

Secretary.






