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A meeting of the Board of Governors of the Federal Reserve System

was held in Washington on Friday, April 3, 1936, at 3:50 P. m.

PRESENT: Mr. Broderick, Chairman pro tern
Mr. Szymczak
Mr. McKee
Mr. Ransom

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. Bradley, Assistant Chief of the

Division of Security Loans

Mr. Vest, Assistant General Counsel

Mr. Morrill read a telegram received this afternoon from Mr. Case,

Federal Reserve Agent at the Federal Reserve Bank of New York, advising

that, after careful consideration of the request of the New York Stock

Exchange for postponement until May 1, 1936, of the effective date of

subdivision (2) of the supplement to Regulation "T", it was the conclusion

c)f the bank that the Exchange was faced with real problems in the altera-

tl°n of its rules to make them consistent with the Board's regulations

and that these problems required careful study by the Exchange. The

telegram also stated that until May 1, 1956, a serious discrimination

wcalld exist in credit facilities available to out-of-town brokers who

customarily borrow from New York brokers compared with the facilities

available to brokers borrowing direct from banks; that, in the circum-

stances, it was believed the request of the New York Stock Exchange was

l'etisonable; and that it was recommended that it be granted as promptly as

Possible.
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Mr. Bradley stated that following receipt of Mr. Rounds' letter

transmitting the request of the New York Stock Exchange he had talked

with Mr. Andrew Stewart, of the firm of Haskins & Sells, over the telephone,

71110 had advised that, while the matter was one of policy for decision by

the Board and he would prefer not to make a recommendation, he felt there

was no emergency in the situation although some inconvenience might be

caused to brokers whose accounts with brokers in New York City would be—

Come restricted by the application of the 40% margin requirement. Mr.

4adleY also stated that he had discussed the matter informally with Mr.

David Saperstein, Director of the Trading and Exchange Division of the

Securities and Exchange Commission, who had stated unofficially that he

8aw no sufficient reason why the Board should take the action suggested.

Mr. Bradley then pointed out that if the Board should grant the

l'squest he understood that it would be necessary for it to issue a new

auPPlement which would supersede the existing supplement and that before

May 1 a new supplement would have to be issued reestablishing the require—

ments contained in the present supplement. He said that, inasmuch as

there had not been called to the Board's attention a single case of

elliergencY or serious inconvenience and the letter from the New York Stock

Ibtehange had referred only generally to possible confusion and discrimina—

ti°11 against brokers who carry their accounts with other brokers, he was

illelined to the position that the Board should take no action in the

Matter, but that, in view of the recommendation from the Federal Reserve

Agent at New York, the Board might wish to give the Federal Reserve Bank
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Of New York and possibly a representative of the New York Stock Exchange

an oPportunity to present reasons for the request.

During a discussion of the matter, reference was made to paragraph

(d) of Section 10 of Regulation "T" rhich provides for emergency loans by

a member of a national securities exchange, with the approval of the

buBiness conduct committee of the exchange, to meet the emergency needs

Of any other such member or of a broker or dealer transacting business

through the medium of any such member, and Mr. Bradley stated that, if an

emergency situation should arise in the case of any broker because of the

requirements of the supplement to Regulation "T", his correspondent

broker could make an advance under the provisions of this paragraph to

which the 40% margin requirement would not apply. Mr. Bradley also stated

that he
felt that, if there were any possibility of the matter being of

sufficient importance to justify action by the Board, complaints would

halre been received from sources outside of New York.

APProved:

At the conclusion of the discussion, the
Secretary was requested to advise Mr. Case that
the Board had given careful consideration to the
request of the New York Stock Exchange and did

not feel that the information submitted was suf—
ficient to justify the suspension of subdivision

(2) of the supplement to Regulation "T".

Thereupon the meeting adjourned.
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