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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Friday, April 22, 1938, at 2:35 p.m.

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

Mr. Morrill, Secretary
Mr. Wyatt, General Counsel

There was presented a telegram to Mr. Newton, President of

the Federal Reserve Bank of Atlanta, stating that the Board approves

the establishment by the Federal Reserve Bank of Atlanta of a rate of

2 % per annum on advances to individuals, partnerships or corporations

8ecu3.ed by direct obligations of the United States under the last pare.-

Of section 13 of the Federal Reserve Act, effective on the first

business day following that on which approved by the Board.

Approved unanimously.

There were also presented telegrams to Messrs. Kimball, Post,

41111,,
-46 and Sargent, Secretaries of the Federal Reserve Banks of New York,

Philadelphia, Chicago and San Francisco, respectively, stating that the

13°ard approves the establishment without change by the Federal Reserve

Bent-
of San Francisco on April 19, by the Federal Reserve Banks of New

YO
)Chicago and San Francisco on April 21, 1938; and by the Federal

Reserve Bank of Philadelphia today, of the rates of discount and purchase

ill their existing schedules.

Approved unanimously.
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Mr. Szymczak referred to the fact that he had been serving

aS chairman of a committee, of which Mr. John H. Fahey, Chairman of

the Home Owners' Loan Corporation, and Mr. W. I. Myers, Governor of

the Farm Credit Administration, were also members, and with which Mr.

DraPer had been sitting informally, which had been designated by Mr.

IkTne C. Taylor, Assistant Secretary of the Treasury, to consider a

Plan for a permanent organization for making small loans to small

business
enterprises along lines similar to those followed by the

Pr°6uction Credit Corporations and Associations under the Farm Credit

Administration. Mr. Szymczak stated that a great deal of considera-

tion had been given by the committee to the various aspects of the

Pl.°blems involved; that Mr. Taylor had inpuired of him as to the

Pr°gress being made; and that he had advised Mr. Taylor what was be-

ing done. Mr. Szymczak said that he had called Mr. Taylor's atten-

ti°n to the thought that, as a part of such a program, the regulations

of the Comptroller of the Currency relating to investment securities,

aS well as the regulations of the Securities and Exchange Commission

re
lating to the registration of issues of new securities, should be

Qdified and liberalized, and that the examination policies of the

Federal bank supervisory agencies should be modified and coordinated;

but that Mr. Taylor had advised him that the committee was not ex-

to give

other hand, it

consideration to these other matters and that, on the

was contemplated that the committee would confine it-

0 the preparation of a plan for a permanent organization for the

P4 t,
r'-'e of making small loans to small business enterprises along the
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lines Previously previously indicated. In these circumstances, Mr. Szymczak

suggested that he be given instructions by the Board as to his fur-

ther
activity in this connection.

After discussion, upon motion by Mr.
Ransom and with Mr. Szymczak's concurrence,
it was agreed unanimously that Chairman
Eccles should be requested to advise Mr.
Taylor that, in the opinion of the Board,
the proposed plan was not necessary or de-
sirable and that, therefore, Mr. Szymczak
should be relieved from further service on
the committee.

Mr. Ransom reported that at the adjournment of the last meet-

ing of the House Banking and Currency Committee when the Patman Bill

(H.R. 7230) was under consideration, Mr. Goldsborough had asked, as a

Personal favor, that the Board of Governors arrange to give him an

afternoon at the first convenient opportunity when he could call at

the Board's offices and discuss with the members of the Board the

bill (H.R. 7188) which he has introduced, which has been revised sev-

eral times, and which he regards very seriously. Mr. Ransom said that

he had obtained several copies of the bill and had requested Counsel's

Office to attach to a copy thereof to be furnished to each member of

the Board an analysis of the bill, which should be cleared first with

1411' Goldenweiser in view of the fact that the question involved in the

bill is almost wholly an economic one. Mr. Ransom suggested that each

member of the Board review the bill carefully with a view to being pre-

for the discussion with Mr. Goldsborough. He said that Mr.

Q°1clehorough had requested that, if the members of the Board did not
look ,

With favor upon his bill, they offer their suggestions as to any
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substitute which they would regard as more desirable.

All of the members of the Board con-

curred in Mr. Ransom's suggestion and it
was agreed unanimously that arrangements

should be made to meet with Mr. Goldsborough

sometime during the first week in May.

Mr. McKee referred to the item on the pending docket relat-

453

in g to a draft of an amendment to Regulation U, Loans by Banks for

the Purpose of Purchasing or Carrying Stocks Registered on a Nation-

al- Securities Exchange, which embodies a suggestion that he had made

to the Board some time ago, providing for lower margin requirements

for "amortized investment purchase loans" and asked that the proposed

amendment be considered carefully by the other members of the Board

with the view to discussion at the earliest opportunity at a meeting

°f the Board.

Mr. McKee then referred to discussions which had taken place

am°ng the members of the Board and its staff regarding the possible

m°dification of the Board's existing policy with respect to the treat-

10r examination purposes of depreciation in securities held by

meMber banks. He stated that, in this connection, there had been sub-

Mitted to him for approval on behalf of the Board an application for

Ille°)ership in the System and that the staff had proposed that the

ilenal conditions of membership be prescribed. He said that, since

°Ile of such conditions involved the question of charging off depre-

eiation in securities in accordance with the Board's existing policy,

he vr.
wuld recommend that the proposed conditions as to the applicant

/54nk be modified so as to avoid any apparent inconsistency with the
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Proposals which the Board has under consideration with respect to

examination policy.

()Pinion

The members of the Board agreed unan-
imously with Mr. McKee, and also agreed that

the question of an appropriate modification

of such condition of membership should be

left to the determination of Mr. McKee.

During the foregoing discussion, Mr. McKee expressed the

that it would be desirable to review all of the standard

_ 454

c°nditions of membership with the view to such modification and sim-

Plification of the conditions as might be appropriate in view of the

desirability of an ultimate unification of bank supervision and par-

ticularly to avoid any unnecessary inconsistency between the require-

14ente imposed upon nonmember banks by the Board of Governors in con-

nection with admission to membership in the System and the requirements

imPosed upon nonmember banks by the Federal Deposit Insurance Corpora-

ti°11 in connection with admission to the insurance fund.

After discussion, the members of the

Board requested Mr. McKee to review the con-

ditions of membership now being prescribed
by the Board and to submit to the Board his

recommendations as to the revisions which he

felt should be made therein.

Consideration was then given to a letter dated April 7, 1938,

fi*c4a Mn, DAY, President of the Federal Reserve Bank of San Francisco,

tl'ellemitting a letter from the Chairman of the Industrial Advisory

Committee of the Twelfth Federal Reserve District regarding the effect

°f leb°r conditions in the district on industrial loans.

At the conclusion of a discussion, it

was agreed unanimously that a copy of the

communication from the Chairman of the In-

dustrial Advisory Committee referred to
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above should be transmitted to the National

Labor Relations Board for its information
and that President Day be advised of this
action.

At this point Mr. Wyatt left the meeting and consideration

was then given to each of the matters hereinafter referred to and

the' action stated with respect thereto was taken by the Board:

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

Federal Reserve System held on April 21, 1938, were approved unani-

niouely.

455

Memorandum dated April 16, 1938, from Mr. Goldenweiser, Di-

l'ect°1' of the Division of Research and Statistics, recommending the

aPPointment of Miss Dorothea G. Paetow as a clerk in the Division,

With salary at the rate of $1,700 per annum, effective as of the date

4130/1 which she enters upon the performance of her duties after having

Passed satisfactorily the usual physical examination.

Approved unanimously.

Memorandum dated April 18, 1938, from Mr. Morrill recommending

that, for the reason stated in the memorandum, Miss Lida B. Sloan be

4
Pp0

jnted as a stenographer in the Office of the Secretary on a tem-

P°rarY basis for a period of not to exceed six months, with salary at

the
rate of $125 per month, effective as of the date upon which she

euters upon the performance of her duties.

Approved unanimously.

Memorandum dated April 16, 1938, from Mr. Carpenter, Assistant
,(3ecre 

tarY, recommending, for the reason stated in the memorandum, that

(1) Miss Hazel Coffman, who has been serving as a temporary file clerk
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in the Files Section, be appointed on a permanent basis, with

salary at the rate of $1,320 per annum, effective upon her pass-

ing satisfactorily the usual physical examination; and (2) the

foilowing persons be employed on a temporary basis as file clerks

in the Files Section, for such period as may be necessary to cam-

Plete the work (possibly running into 1939), each with salary at

the rate of $100 per month, effective immediately:

Vivian Katherine Haislip
June Shirley Thompson
Ruth McCrary
Annie Arden Ball

The recommendations were approved
unanimously.

Memorandum dated April 180 1958, from Mr. Morrill, recom-

mending that (1) Jerry Williams, a porter assigned to the Build-
in
-g Operation and Maintenance unit of the Secretary's Office, be

transferred to the Division of Bank Operations as a messenger, with

no change in his present salary at the rate of $1,080 per annum,

erfective immediately; and (2) Claiborne Johnson be appointed as a

PcIrter and assigned to the Building Operation and Maintenance unit

°I* the Secretary's Office, with salary at the rate of $960 per annum,

effective as of the date upon which he enters upon the performance

'.1-
V,4

E duties after having passed satisfactorily the usual physical

exam
ination.

The recommendations were approved
unanimously.
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Thereupon the meeting adjourned.
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