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A meeting of the Board of Governors of the Federal Reserve

SYstem was held in Washington on Tuesday, July 27, 1943, at 10:30
adn.,

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

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Goldenweiser, Director of the Divi-

sion of Research and Statistics
Mr. Smead, Chief of the Division of Bank

Operations
Mr. Leonard, Director of the Division of

Personnel Administration
Mr. Vest, Assistant General Attorney
Mr. Thomas, Assistant Director of the

Division of Research and Statistics
Mr. Vyatt, General Counsel

Mr. McKee stated that he had discussed with Mr. Crowley,

Chairman of the Federal Deposit Insurance Corporation, the advisa-

bilitY of action by the Board and the Corporation to reduce to 1-1/2

Per cent the maxjrnum rate of interest that might be paid by member

banks and by insured nonmember banks, respectively, on time and sav-
itiR A
'eP°sits, that Mr. Crowley had agreed to such a reduction, and

that 
at

his request the matter had been discussed in Mr. McKee's office
this

111°rning with Francis C. Brown, Solicitor, and Donald S. Thompson,
Chief

of the Division of Research and Statistics, of the Corporation,

WhO had Presented reasons which they felt might make it undesirable
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to take such action at this time.

The matter was discussed by the Board on the basis of the re-

ePonsibility of the Board and the Federal Deposit Insurance Corporation

for the regulation of the rate of interest which might be paid on time

and savin gs deposits, as well as of the relation of the present maxi-

munl rates to currently effective interest rates and of the rates of

inter est paid by banks on time and savings deposits to war financing.

It was agreed that Messrs. Goldenweiser, Smead, Vest, and

Thcxnas should discuss the matter further with Messrs. Brown and

Tho 
mpson with a view to action at as early a date as possible, and

they withdrew from the meeting for that purpose.

There was presented a memorandum dated July 23, 1943, from

Itt% Evans, recommending that Mr. T. W. Schultz, head of the Department

°f Economics and Sociology of the Iowa State College of Agriculture

and Mechanic Arts, be appointed as a Research Consultant in the Divi-

81.°11 of Research and Statistics for a temporary period of not to ex-

ceed two months, with salary at the rate of $1,000 per month, effec-

tive as of the date upon which he enters upon the performance of his

du. ti 
es, and that while absent from Ames, Iowa, in the official per-

forma
nee of these duties he receive $8 per diem in lieu of subsistence

14 addition to any actual necessary transportation expenses. Mr.

Lis stated that it was understood that the employment of Mr. Schultz

On this temporary basis would be entirely without commitment on his
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Part or on the part of the Board as to whether the employment would

be Placed on a permanent basis, that if Mr. Schultz were retained on

a Permanent basis it would be expected that his salary would be at

the rate of1.0,000 per annum, and that he would not be given a phys-

ical examination or become a member of the retirement system until it

was decided to make the appointment permanent.

Approved unanimously.

Before this meeting the attention of the members of the Board

had been called to a memorandum dated July 9, 1943, from Mr. Leonard

suggesting that the existing policy of the Board with respect to ma-

ternitY leave be modified in certain respects which, while permitting

(If some greater flexibility and liberality than the present policy,

11°111d retain all the limitations that seemed to him to be desirable.

The Illemorandum stated that the proposed revision would modify the ex-

isting policy in the following respects:

1. It eliminates the rigid requirement with re-
spect to the amount of leave taken prior to confinement.
Instead, it provides that an employee shall take a
reasonable amount of leave prior to expected confine-
ment and may be required to take such leave. The pro-
posed revision further provides that in any event, ex-
cept with special permission of her division head, an
employee shall take leave at least three months prior
to the date of expected confinement.

2. It stipulates no minimum time for return to
duty following confinement but provides that in any
case, before returning to duty, an employee shall pre-
sent a written statement from her physician that she
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is in condition to return to work.

3. It provides that return to active duty for the
?0-called permanent employees shall take place automat-
ically within six full semimonthly pay periods following
confinement upon presentation of the physician's state-
ment that she is in condition to return to work.

4. It continues for other employees, i.e., em-
Ployees appointed on a temporary basis, on a temporary
and indefinite basis, or for a specified period of time,
the present practice that reemployment does not take
Place automatically after confinement but after a review
of the situation by the Board upon recommendation by
the division head. The proposed policy also makes this
aPPlicable to the so-called permanent employees who do
not return to duty within six full semimonthly pay periods
following confinement but wish to return to duty after a
longer period.

The matter was considered

Pressed by Chairman Eccles that the

/lision in the present policy to the

Maternity leave shall not take place

bY Mr. Ransom that it was his feeling that even

Pr°Posed by Mr. Leonard the policy of the Board

.11c1 Was unjustified.

in the light of the opinion

Board should not change the

1110

ex-

pro-

effect that reemployment following

automatically and the statement

with the liberalization

was too restrictive

At the conclusion of the discussion,
the statement of Board policy was ap-
proved as follows, Mr. Ransom voting "no"
with the statement that, while he was
pleased that the Board had liberalized
the policy, he still regarded it as il-
liberal and archaic:

"The policy with respect to maternity leave and re-
er1.1ployment following confinement has been modified and
liberalized as follows:
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"1. Notice of approaching confinement shall be
given by an employee to her supervisor or the head of
her division not less than four months prior to the ex-
pected date of confinement.

"2. An employee shall take a reasonable amount of
leave prior to her expected confinement, and may be re-
quired to take such leave. In any event, she shall take
at least two months prior to date of expected confinement

"3. Maternity leave may include accumulated and
current accrued sick and annual leave.

114. Reemployment following expiration of maternity
leave shall not take place automatically but only after
review of the situation by the Board upon the recommenda-
tion of the division head. Maternity leave may extend
for six full semi-monthly pay periods following confine-
ment. Reemployment may be after a shorter interval, but
in any case, before returning to duty the employee shall
present a written statement from her physician that she
ls in condition to return to work.

"5. The Board will continue to make contributions
to the Retirement System on behalf of an employee during
absence without pay while on maternity leave provided she
Continues her own contributions; provided further, that
if special circumstances exist which in the opinion of
the1-. Board justify extending the maternity leave beyond

-x full semi-monthly pay periods following confinement,
in no case will the Board continue to make contributionsto the retirement system on behalf of the absent employee

or 
any period beyond one year from the date upon which

the maternity leave (including annual leave, sick leave,
and leave without pay) originally began."

At Mr. McKee's request, there had been circulated among the

illenibers of the Board before this meeting a letter dated July 6, 1943,

fl'°1T1Wi11iam Dean Embree of the law firm of Milbank, Tweed & Hope,

4" York, New York, referring to an informal discussion which had been

44 with representatives of the Board in Vashington on June 24 and en-
elostn

g among other papers, a memorandum outlining the reasons why

it was believed that the Board of Governors was empowered in its

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



1112

7/27/43 —6—

discretion to consent to the proposed purchase by The Chase Bank,

an Edge Act corporation, of stock of Inversiones Latinas, S. A., a

Mexican corporation recently organized under the laws of the Republic

Of Mexico for the purpose of giving conservative opportunities for

the investment of American capital in Mexico and to foster trade be-

tween Mexico and the United States.

Mr. McKee stated that the position had been taken by the at-

torneys for The Chase Bank that it had authority to purchase the stock

without specific action by the Board, and he questioned whether in all

the circumstances the Board should take any action which could be in-

ter
Preted as encouraging the transaction.

Chairman Eccles stated that he had discussed the matter over

the
telephone yesterday with Mr. Berle, Assistant Secretary of State,

Wh° was unfamiliar with the matter and had indicated a desire to look

into it. He also stated that it had been 'a long time since the Edge

Act had been amended, that during that period there had been broad

flindamental changes in the international picture and in the law with

r"Pect to international relationships, that Congress should review

the entire field of international banking, and that in the meantime

the Board should not do anything to encourage the expansion of opera-
t

°118 by corporations operating under sections 25 and 25(a) of the

Pederal Reserve Act.

The other members of the Board indicated agreement with
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Chairman Eccles' position, and Mr. McKee suggested that the letter

and enclosures from Mr. Embree be discussed informally with Mr. Sproul,

President of the Federal Reserve Bank of New York.

This suggestion was approved unani-
mously.

At this point Messrs. Goldenweiser, Smead, Vest, and Thomas

rejoined the meeting and Mr. Thurston, Special Assistant to the Chair-

nlan, also came into the room.

Mr. Goldenweiser stated that in accordance with the understand-

reached earlier in this meeting there had been a further discus-

si°n with Messrs. Brown and Thompson of the Federal Deposit Insurance

e°rPoration with respect to the proposed reduction to 1-1/2 per cent

c)f the maximum rate of interest that might be paid by insured banks

onJJte and savings deposits, and that the representatives of the Cor-

P"ation had stated that they would like to have a week or 10 days to

c°11sider the matter further in the light of reasons suggested by repre-

sentatives of the Board as to why action should be taken. Mr. Golden-

a130 said that he had stated that, while he could not speak for

the Board, he did not think the Board would have any objection to this

flIrther 
delay if it were understood that action could be taken to be

41111011nced before the middle of August.

During the course of the meeting Yr. McKee was called from the
room 

to talk over the telephone to Under Secretary of the Treasury Bell.
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UPon his return he stated that Mr. Bell had said that the Secretary

°f the Treasury was in favor of a reduction in the maximum rate and

that Mr. Bell had discussed the matter with Roy M. North, Deputy Third

Assistant Postmaster General, who would interpose no objection if the

Board and the Federal Deposit Insurance Corporation should decide to

take action.

After a discussion of the date as
of which a reduction in the maximum rate
should be made effective, it was under-
stood that pending further discussion
with the representatives of the Federal
Deposit Insurance Corporation Mr. Golden-
weiser should prepare, for consideration
by the Board, a draft of statement of
the reasons which made a reduction in
the maximum rate desirable at this time.

Approval was also given to the fol-
lowing telegram to the Presidents of all
the Federal Reserve Banks:

. "Board has under consideration question of desir-
ability of amending supplement to Regulation Q, so as
to lower to 1-1/2 per cent per annum the maximum rate
of interest that can be paid upon savings and time de-
posits. Matter is also being discussed with F.D.I.C.
with respect to insured nonmember banks, and with Treas-
ury with respect to effect upon postal savings deposits.
Before action is taken, Board would appreciate receiving
Your views and suggestions without consultation outside
of your bank. Would like to have your reply by wire as
soon as possible."

At this point Messrs. Thurston, Goldenweiser, Smead, Leonard,

Vest 
Thomas, and Wyatt withdrew from the meeting, and the action stated

With
respect to each of the matters hereinafter referred to was then
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taken by the Board:

The minutes of the meeting of the Board of Governors of the

Federal Reserve System held on July 26, 1943, were approved unani_

ntousiy.

Memorandum of this date from Mr. Morrill, recommending that

the aPPointments of Alvin Bissett, cook, and James Hayden, cafeteria

hell)", in the Secretary's Office, be extended on a temporary basis

an indefinite period, with no change in their present salaries at

the rate of 81,380 and lq.,1'60 per annum, respectively, effective as

°f the expiration of their present temporary appointments at the close

of 
business on July 30, 1943.

Approved unanimously.

Memorandum dated July 23, 1943, from Mr. Evans, recommending

that the basic salary of Miss Elsie M. Westman, his secretary, be in-

creased 
from , 1000 to 3,200 per annum, effective August 1, 1943.

Approved unanimously.

Letter to the board of directors of "The Wolf Bros. State

knk 

2 Centreville, Michigan", Centreville, Michigan, stating that,

subieot to conditions of membership numbered 1 to 3 contained in the

13°e'rd's Regulation H, the Board approves the bank's application for

IllemberehiP in the Federal Reserve System and for the appropriate

'a.rtiQunt of stock in the Federal Reserve Bank of Chicago.
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Approved unanimously, for transmis-
sion through the Federal Reserve Bank of
Chicago.

Letters to "The State Bank of Akron", Akron, Indiana, and

"The State Savings Bank of Lincoln Park, Michigan", Lincoln Park,

14ichigan, reading as follows:

"The Board is glad to learn that you have completed
all arrangements for the admission of your bank to the
Federal Reserve System and takes pleasure in transmitting
herewith a formal certificate of your membership.
. "It will be appreciated if you will acknowledge re-

ceipt of this certificate."

Approved unanimously.

Letter to the Comptroller of the Currency, reading as follows:

"It is respectfully requested that you place an
order with the Bureau of Engraving and Printing, supple-
menting the order of June 15, 1943, for printing of*6,000,000 of Federal Reserve notes of the 1934 Series
for the Federal Reserve Bank of St. Louis in the 1.500
denomination."

Approved unanimously.

Memorandum dated July 26, 1943, from Mr. McKee stating that
he h_,

0.u. been informed by Messrs. Paulger and Dreibelbis, who were in

- crancisco, that members of the Board's examining staff engaged

in th e current examination of Transamerica Corporation and its affil-

had found that they were unable to meet their expenses out of
the $.,t

per diem allowed under the Board's travel regulations. In
the

se
 .
.circumstances, the memorandum recommended that, effective as

of 1i 16, 1943, the Board increase the per diem allowance from 16

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



7/27/43

to V-7( for the examiners and assistant examiners during the period

they are engaged in the examination,

fr om the authorization of increased p

°facial headquarters the examiners and

would be

APProv

it

er

governed by the current travel

LIA /Lilt /

1117

being understood that aside

diem while absent from their

assistant examiners involved

regulations of the Board.

Approved unanimously.

Thereupon the meeting adjourned.

f(3) .46t,

Chairman.

Secretary.
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