
A meeting of the Board of Governors of the Federal Reserve

SYstsm was held in Washington on Thursday, March 6, 1941, at 10:30

adti.

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

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary

Mr. Thurston, Special Assistant to the

Chairman

Mr. Szymczak related for the information of the other mem-

bers
(311 the Board the conversations which he had had with Mr. Lewis,

Ch
n of the board of directors of the Federal Reserve Bank of

Neag°, following the meeting of the Board yesterday which resulted

ina 
request from Messrs. Lewis and Cummings for an opportunity to

48e1188 with the Board the possibility of deferring for the time be-

trig t he selection of a President of the Federal Reserve Bank of

In the discussion which ensued it was pointed out that any

4 In the appointment of a President of the Bank would be very

1111desi
liable from the standpoint of the effectiveness and morale of

the /3
ankis officers and staff and that the longer the matter w

as

14)tnt,

„--settled the more difficult it would become from the stand-

°f the reactions of the press.
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There was a discussion of the position that the Board should

take in talking with Messrs. Lewis and Cummings and there was gen-

eral agreement that the Board should say that it was opposed to the

P0340nement of the selection of a President for the reason that it

17°111d be of no advantage to the Bank, that it would result in fur-

ther confusion, in a greater danger of the exertion of political in-

both within and without the System, and that it would leave

the officers and staff of the Bank in a condition of greatest uncer-

taintY and demorilization until the matter was settled, during which
tize

the matter would be constantly discussed in the press.

At 11:57 a.m. Messrs. Lewis, Gregory, and Cummings were in-

'v.-Ited into the meeting.

Mr. Lewis stated that he had discussed with Mr. Szymczak last

tlight the possibility of deferring action on the selection of a Pres-

ident of the Chicago Bank, and that he (Mr. Lewis) saw no reason why

°ling should not be allowed to continue to function for the time
bet,'
"gnti1 the newspaper publicity was over. He said he was con-

'L.-1-Y receiving newspaper clippings, letters, and telegrams about
the

Inatter and that, while arrangements had been made for a meeting
or e;

'ght of the directors tomorrow for the purpose of selecting a

dent, he personally could see no necessity for it, that there

4 to
° much being said for the directors to function adequately,

411d that he was making the suggestion that the appointment of a Pres-

1411t 
be postponed, having in mind the best interests of the Board
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or Governors, the System, and the directors at Chicago.

In response to an inquiry from Mr. Ransom as to whether Mr.

Lewis would have the Bank function without a President or a First

vice 
President, Mr. Lewis stated that the Bank was functioning in

that manner now.

Statements were made by members of the Board as to why that

Pl‘°cedure would be highly undesirable and, in connection with the

atatemen t by Mr. Lewis that postponement of the action would stop

new
sPaPer publicity, members of the Board expressed opinions that

the
oPposite would be true.

Mr. Lewis then inquired what would be the situation if the

of directors at its meeting tomorrow said that they were not

e°111g to elect a President, that they were not going to assume blame

to
something that should not be unloaded on them, and that they wanted

to consider the matter further. He said that the directors could

11°t call up Mr. Peyton or Mr. Sinclair and get a decision from them

(41a moment's notice.

Chairman Eccles responded that that same situation would ex-

lat in
a month from now and that if the directors wanted to ascertain

---LY whether anyone was available they could get a prompt reply,
that .

lf action were delayed the board of directors would be in ex-

4etl:Y the same position a month from now, and that in the meantime

would be further publicity and pressure from the outside and
there
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the 4
34-tuation might become a national issue instead of a purely lo—

cal one.

—4—

He expressed the further opinion that such a development

w°11-14 be very unfortunate for the System, and stated that the Board

had tried to avoid making a comprehensive statement of the whole mat

ter, 
but that if the situation continued the Board would be forced

to
make a public statement giving all of the facts as they had de—

veloped and that was what the Board would do, stating what its posi—
tion was and why

it was within its rights in taking that position

090

14Icler the law. He made the further statement that if the Board

fclInd it necessary it would appoint a full time Chairman at the Fed—

el'Il lleeerve Bank of Chicago and pay him the salary that may be neces-

88 to obtain his services to work the situation out. He said that

it vin
—8 apparent that the board of directors of the Chicago Bank was

tIct fu
nctioning at a time when many important matters were under con—

including

the Chicago Bank was
that the officers of

"ded that, so far as

open market policy and Treasury financing, that

not in a position to meet that situation, and

the Bank did not know where they stood. He

he was concerned, he was going to find out

tether 
the Board had to sit by and accept that situation or whether

ill taking action it was interfering

and that the matter could not be brought to an issue too soon
to suit 

him
.

in a manner that it had no right
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Mr. Cummings stated that he understood that the directors

Were in •vited to Washington to find a solution of the matter to which

n Eccles responded that a solution was found at the meeting

rest
erdaY at which the directors who were present said they were

,
ng 60 go back to Chicago for the purpose of electing a Presi-

dent of the Bank.

Mr. Cummings stated that he had not changed his mind on

and Mr. Lewis concurred in Chairman Eccles, statement.

Mr. Cummings said that he had always said that the matter

(I go to the next meeting of the directors.

Chairman Eccles said that if he had misjudged the position

ssrs. Lewis and Cummings and that if it was their intention to

go bac

316/41

Chat

the

sho

Or lie

lc to Chicago and hold an election of a President tomorrow, he

Wished
to apologize for the statements that he had made but that he

had th
ought that their statements had created the impression, and

the
1mPlication was, that they could not get an election.

Mr. Lewis said that there was that danger, that there were

eight a4
-.‘rectors, and that he thought it might be a good idea to de-

tel'ation until after the publicity had been forgotten and then at

the 4111 meeting action could be taken.

Mr. Szymczak stated that a program was agreed 
upon yesterday

4 d
11 that

no change had been made in that.

Mr. Lewis agreed that there had been no change in that 
plan
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Stated that he was going to Chicago to elect a President, that

no °ne had control of his vote, that he did not think there was any-

°Ile else whose vote was controlled, that he was completely free from

aril? 4
4-ntluence, but that, as Chairman of the board, he wanted to bring

Ort t he point that it might be a good thing if action could be de-

.1)1.ect until the regular meeting or until the April meeting, but that,.f

1 that was wrong, then he would push that suggestion aside.

In response to an inquiry from Mr. Szymczak whether it was

the
'mention of the directors to go back to Chicago for the pur-

Pose
Of electing a President and First Vice President tomorrow, Mr.

Ls
Ills stated that if that was not done the directors did not want

to hav
e any blame placed upon them.

14r. McKee stated that the Board did not want Mr. Lewis to
aeaume

any burden that was beyond his physical ability to carry and

that
lt that situltion arose the members of the Board wanted him to

telj 
"14. Mr. Lewis responded that that was not the situation and

that .
lf the Board felt that he was not capable as Chairman they had

the_i
'lght to remove him. Mr. Ransom responded that it had not only

the to
lght but the duty to do so and that Mr. Lewis could be assured

that w
henever the Board reached that conclusion it would advise him

144 that the 
the 

lioay.
members of the Board were hopeful that he would advise

d if the burden became too great.

In connection with a statement by Mr. Davis with respect to
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the
Possibility of a meeting of the Open Market Committee being

called next week, Mr. Cummings said that he thought the Chicago di—

l'ectOrs had elected a First Vice President who might serve on that

Committee. Mr. McKee responded that the First Vice President does

not serve as a member of the Committee in the absence of the Presi—

dent but that an alternate is appointed for each representative

illelliber of the Committee.

In this connection Mr. Ransom suggested that at the next

fleeting of the Chicago board action be taken on the election of a

nleMber and alternate member of the Federal Open Market Committee from

the 
Chicago and St. Louis districts and Chairman Eccles referred to

the ,
vending Treasury financing as a reason for promptly filling the

ion of President at the Chicago Bank.

Mr. Cummings stated that if the Board did not want action

del
Yed the directors who were present at this meeting would act ac—

C Orclingiy

Mr. Gregory stated that, as he understood it, when Mr. Lewis

ealle4
the meeting of the board of directors together tomorrow the

ord.
-1* of business would be to proceed with the election of a President

• 
kci

Lewis agreed that that was the case.

Thereupon Messrs. Lewis, Gregory, Cummings, and Thurston

'elv from the meeting and the action stated with respect to each

th
e matters hereinafter referred to was then taken by the Board:
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The minutes of the meeting of the Board of Governors of the

Nieral Reserve System held on March 5, 1941, were approved unani-

mously.

Letter to the board of directors of the "Glen Cove Trust

Conipany„,
Glen Cove, New York, stating that, subject to conditions

()f Membership numbered 1 to 6, inclusive, contained in the Board's

Reglaation H and the following special condition, the Board approves

theba
t" 8 application for membership in the Federal Reserve System

alld for the appropriate amount of stock in the Federal Reserve Bank

c3f New York:

H7. Prior to admission to membership, such bank, if it
has not already done so, shall charge off or other-

wise eliminate estimated losses of $41,814, as shown
In the report of examination of such bank as of Jan-
uary 18, 1941, made by an examiner for the Federal

Reserve Bank of New York."

Approved unanimously, together with
a letter to Mr. Sproul, President of the

Federal Reserve Bank of New York, reading
as follows:

"The Board of Governors of the Federal Reserve Sys-tem 
approves the application of the "Glen Cove Trust Com-

r!nY", Glen Cove, New York, for membership in the Federalserve System, subject to the conditions prescribed in
1118 enclosed letter which you are requested to forward to
the Board of Directors of the institution. Two copies of

51.1ch letter are also enclosed, one of which is for your

Iles and the other of which you are requested to forwardto 
the Superintendent of Banks for the State of New York

or his information.
"Standard condition of membership numbered 6 has been

Prescribed in order that its provisions may be invoked at
any time in the future, if necessary, but as in other cases
and in accordance with the general authorization previously
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granted by the Board, you are authorized to waive compli-
ance with the condition until further notice insofar as the
condition applies to funds which are given statutory prefer-
ence in the State of New York.
, "It has been noted that the supervising examiner for
Lhe Federal Deposit Insurance Corporation had planned to
require that in connection with any further retirements of
capital debentures, if and when such retirements seemed
Pstified, provision be made for corresponding increases

common stock. Capital stock of $100,000 is of course
T'clY for the volume of the bank's business and it is assumed

the matter will be given appropriate attention when
tLIe time comes to pass upon future retirements of deben-
tures.

'Tour comments with respect to the service of Mr.
B. Ineson as a director of the bank and an employee of

'Pencer Trask & Co. have been noted. It is assumed that
You will follow this matter and also that of the bank's

,ringing into conformity with the provisions of law and
uhe Board's regulations the savings accounts listed on
Page 16(1) of the report of examination for membership."

Thereupon the meeting adjourned.
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