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Dear Sir: 

It seems likely that you may receive inquiries as to whether 
the Board will extend beyond February 1, 1940, the time during which 
interlocking relationships affected by the Clayton Act may continue; 
and the purpose of this letter is to enable you to reply to such in-
quiries. 

As you know, the Board, by amendments to section 3 of its 
Regulation L, extended until February 1, 1940 the time during which 
certain interlocking relationships which were lawfully existing on 
the date of the enactment of the Banking Act of 1935 could continue. 
This extension was made shortly before the President vetoed the bill 
S. 2150, which would have extended the date until February 1, 1943. 
In the course of his veto message, the President said: 

"* * * If it was in the public interest in 1935 for 
the Congress to decide to terminate these relationships, it 
is in the public interest to terminate them now. Affected 
banks and affected directorates have had over 4 years to 
make adjustments. That would seem to be a liberal time. 

"If the Congress wishes to reverse itself and allow 
interlocking directorships in the future, it can, of course, 
do so. But I do not think that the Congress should nullify 
its policy, declared in 1935, by extending interlocking 
directorships for another 4 years on top of the 4 years' 
extension which has already been given." 

In the circumstances, the Board does not believe at this time 
that it should intervene to extend the period further by regulation. 

Very truly yours, 

Chester Morrill, 
TO PRESIDENT'S. OF ALL Secretary. 
FEDERAL RESERVE BANKS 
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