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A meeting of the Board of Governors of the Federal Reserve
System was held in Washington on Thursday, June 23, 1938, at 11:30
a. in.
PRESENT:

Mr.
Mr.
Mr.
Mr.

Eccles, Chairman
Szymczak
McKee
Draper

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Consideration was 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 June 21, 1938, were approved unaniMously,
Letter to Mr. Scott D. Kellogg, reading as follows:
"In compliance with the request contained in your
letter of June 20, 1938, the Board of Governors of the
Federal Reserve System accepts your resignation, effective as of the close of July 6, 1938, as File Clerk in
the Office of the Secretary.
"The Board takes this action with regret, and wishes
you success in your future endeavors."
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Approved unanimously.
In connection with Mr. Kellogg's
resignation, Mr. Morrill had submitted
a memorandum under date of June 20,
1938, stating that Mr. Kellogg had used
all of the annual leave which would accrue to him through December 31, 1938,
in accordance with the Board's Leave
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Regulations, and that in view of his
decision to leave the Board's enploy he
would be obliged under the provisions
of the Leave Regulations to refund
salary covering the unearned annual leave
from July 7 to December 31, inclusive.
The memorandum recommended, however, for
the reasons stated therein, that Mr.
Kellogg's resignation be accepted as
tendered and that he be allowed the full
twenty-six days annual leave during the
current year. These recommendations
were approved by the Personnel Committee
and the Board.
Telegram to Mr. Curtiss, Federal Reserve Agent at the Federal
Reserve Bank of Boston, reading as follows:
"Retel June 22, Board approves appointment of Jasper
A. Lane as Alternate Assistant Federal Reserve Agent at
your bank at his present salary, with understanding that
Mr. Lane will be placed upon Agent's payroll and be solely
responsible to Agent, or during vacancy in office of
Agent to Assistant Federal Reserve Agent, and to Board
of Governors for proper performance of duties. When not
engaged in performance of duties as Alternate Assistant
Federal Reserve Agent, he may, with approval of Agent
or Assistant Agent and President, perform such work for
bank as will not be inconsistent with duties as Alternate
Assistant Federal Reserve Agent. Mr. Lane should execute
usual oath of office and surety bond in amount of $50,000
and should not enter upon performance of duties as Alternate Assistant Federal Reserve Agent until bond has been
exiimined by your counsel to determine whether its execution complies fully with rules printed on reverse side
of form of bond 182, following which bond should be forwarded to Board promptly for approval."
Approved unanimously.
Letter to the Presidents of all Federal reserve banks, prePared in accordance with the action taken at the meeting of the Board
°11 June 21, 1938, and reading as follows:
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"It is desired to obtain reports as of June 30, 1938,
from all holding company affiliates which hold general
voting permits, in order that the respective Federal Reserve banks and the Board may have information as of a
uniform date regarding the financial condition and management of such holding company affiliates and their relations
with subsidiary banks and other organizations, and as to
compliance by such holding company affiliates with the
provisions of agreements executed by them and with the
requirements of the law.
"There is inclosed a copy of a form for such reports,
additional copies of which are being forwarded to your
bank under separate cover. Please deliver immediately to
each holding company affiliate which has its principal
Office in your district and which now holds a general voting permit three copies of the form, with the request that
the report be filed in duplicate with your bank not later
than August 1, 1938. One complete copy of each report
filed with your bank should be forwarded promptly to the
Board. After you have had an opportunity to review the
reports filed, it will be appreciated if you will forward
to the Board any additional information, comments, or suggestions which you may have regarding each case.
"When delivering the report forms to any member or
nonmember insured banks in your district which are holding
company affiliates and which hold general voting permits,
please advise such banks that they may omit the following
data requested in the report forms:
Page 1 - Balance Sheet
Page 2 - Statement of Income
Page 2 - Analysis of Earned Surplus
Page 2 - Analyses of Other Surplus and Reserve
Accounts
Page 3 - Schedule A - Securities (Other than Securities of Affiliated Organizations)
Page 5 - Schedule E - Notes Payable
Page 5 - Schedule F - Accounts Payable
Page 6 - Capital Stock
Page 8 - Supplemental Information - Items 1, 2,
5, and 6.
"In any group in which there are two holding company
affiliates, detailed information need not be duplicated
in the reports filed by the holding company affiliates,
but such of the detailed information submitted by one
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"holding company affiliate as is applicable to the other
may be included by reference in the report submitted by
the latter.
"In obtaining these reports, the Board desires to
avoid placing any unnecessary burden upon holding company
affiliates. Accordingly, the inclosed form has been drafted
to provide a convenient means for furnishing the information which is desired at this time. However, if in the
ordinary course of its affairs a holding company affiliate
prepares financial or statistical data which contain the
Information requested in the report form, copies of such
data may be submitted in lieu of the report form or such
portions thereof as are covered by the holding company affiliate's own financial or other statements. It is,
nevertheless, essential that all details of the information requested in the inclosed form be clearly covered
in the data submitted by the holding company affiliate
as of June 30, 1938. Regardless of whether the information furnished by the holding company affiliate is supplied
in the form provided or in some other form, it is desired
that an officer of the holding company affiliate certify
that the report (including all accompanying schedules,
statements, and other data) has been examined by him and
is, to the best of his knowledge and belief, a true, correct and complete report.
"Attention is directed to the fact that the holding
company affiliate is requested to submit financial statements as of June 30, 1938, of each of its subsidiaries
and each other affiliated organization, as explained and
with the exceptions indicated in item 8 on page 8 of the
report form.
"Since holding company affiliates have not heretofore
been requested to submit reports of this kind to the Board
of Governors, it will be appreciated if you will explain
the nature and purpose of the report and arrange for representatives of your examination department to render whatever assistance may be necessary in compiling the data
requested.
"In view of the desirability of obtaining periodically,
as of uniform dates, certain information regarding holding
company affiliates which hold general voting permits, consideration is being given to requesting such holding company
affiliates to submit annual reports, beginning with a report for the year ending December 31, 1938, similar to the
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"form inclosed herewith. We shall appreciate your comments and suggestions regarding the form, together with
the comments and suggestions of the examination department
of your bank, based upon study of the form as now designed
and upon experience with it in obtaining the reports as of
Tune 50, 1938."
Approved unanimously.
Memorandum dated June 16, 1938, from Messrs. Goldenweiser,
Director of the Division of Research and Statistics, and Paulger, Chief
of the Division of Examinations, reading as follows:
"The National Bureau of Economic Research is planning a project for the study of long-term investments, with
Special reference to bond ratings, and will want some assistance from the Board and other governmental agencies.
Representatives of the National Bureau discussed this project some weeks ago with members of the Board's staff and
within the last few days they have informed us that arrangements are being made to begin work on it at an early date.
The Board will within a few days receive a letter from the
National Bureau indicating the type of assistance it will
wish and we would recommend that the Board express its
willingness to give such assistance as it may properly
render.
"The project is planned to include a comprehensive
quantitative investigation of certain elements affecting
interest yields and prices to investors and interest costs
to borrowers on long-term securities. It would involve
a census of the relevant data for all listed bonds and
same unlisted bonds over the period 1919-1938 and analysis
of the data with reference to such questions as the market
behavior and loss experience of securities with different
quality ratings, the net yield to investors of bonds in
different classes, the net cost to borrowers of financing
through the capital market, and the behavior of interest
rates on long-term securities in different industries with
different quality ratings and different maturities. It
would be designed especially with the view of testing the
ratings given to bonds by the various investment services.
"An investigation of long-term securities such as is
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"contemplated would be the most comprehensive ever undertaken. For the work of the Board of Governors it would
give important information relating to supervisory responsibility over bfink investments in securities, and phases
of monetary policy concerned with the general level and
trend of long-term interest rates and operations of the
capital market.
"The project will involve a large expenditure of time
and money and any single Government agency would hesitate
to undertake it. Furthermore, considering the many uses
which might be made of such an investigation, it would be
more appropriate for a private research agency, such as
the National Bureau, to undertake the direction of the
project, the analysis of the data, and the responsibility
for publishing findings.
"In order to make the study as useful as possible to
the interested Government agencies, the Bureau wishes to
have the benefit of consulting them without, however, having any agency assume the responsibility of a formal cooperating arrangement. Mr. Crowley, Chairman of the FDIC,
has already been in cormuunication with the National Bureau
to indicate his interest in the project, and a copy of
his letter is attached. He has offered to act for the
Bureau as Federal sponsor of a WPA project which would
take care of a major part of the work of collecting and
tabulating basic data and has offered to supply some technical assistance.
"As suggested by Mr. Crowley, the National Bureau
plans to approach the private rating agencies and the interested Federal agencies, including the Board of Governors
of the Federal Reserve System, the Office of the Comptroller
of the Currency, and the Securities and Exchange Commission,
and to determine whether they would be interested in cooperating informally on this project and in designating
individuals who could act in an advisory capacity, especially
in formulating detailed plans.
"As indicated by Mr. Crowley, it would be understood
that the WPA phase of the investigation would put the
material in convenient shape for analysis, under the supervision of the National Bureau. The National Bureau would
assume the primary responsibility for financing the analysis
of the material and for any publication of the material
or of findings based on it. Interested agencies would,
however, be able to receive detailed data for analysis
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"related to their own special problems.
"The work of the Divisions of Examinations and of Research would be materially aided by a comprehensive study
of this kind under such competent direction as the National
Bureau. Accordingly we would recommend that the Board
agree to informal cooperation in the investigation to the
extent of recommending to the WPA officials the proposed
WPA project for the detailed tabulation of data and also of
making available staff in the Divisions of Examinations and
of Research and Statistics to advise on technical problems
which may arise in connection with the project."
Approved unanimously, together with
a letter to Dr. Joseph H. Willits, Executive Director of the National Bureau of
Economic Research, New York, New York,
reading as follows:
"In reply to your letter of June 17 regarding the
project of the National Bureau of Economic Research for
the study of investment standards, I wish to inform you
that the Board of Governors is willing to cooperate in
this study in the manner outlined in your letter. It is
understood that the Board will not be responsible for the
conduct of the study or for its conclusions.
Woodlief Thomas, Assistant Director of the
Division of Research and Statistics and Mr. R. F. Leonard,
Assistant Chief of the Division of Examinations, are designated to serve as representatives of the Board in a consulting capacity with regard to the planning and operation
of the project. Miss Susan S. Burr will serve as alternate
to Mr. Thomas and Mr. Glenn M. Goodman as alternate to Mr.
Leonard. Mr. Leonard and Miss Burr expect to attend the
conference at 'Hillside' on Friday, June 24.
"The Board is also willing to endorse the application
by the Federal Deposit Insurance Corporation for a 10A
white collar project for the compiling and tabulating of
statistical data needed for this study."
Letter dated June 22, 1938, to Mr. Schaller, President of the
Pederal Reserve Bank of Chicago, reading as follows:
"The existing arrangement under which the accounts
of the Board's Fiscal Agent are audited by auditors from
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"the Federal Reserve Bank of Cleveland, under the direction
of Mr. F. V. Grayson, Auditor of that bank, will terminate
as of the close of June 30, 1938. This arrangement contemplates two audits during each yearly period, and provides that the Board shall reimburse the reserve bank for
the salaries of the auditors and the retirement contributions made by the bank for their account for the periods
they are absent from their official duties at the reserve
bank and engaged in the audits, together with their actual
necessary transportation expenses and an allowance for
each auditor of not to exceed 0.00 per diem in lieu of
subsistence. The two audits each year consist of one surprise audit made as of any date decided upon by the auditor
and one as of December 31.
"Mr. Grayson and his assistants have very ably performed this work, but the Board feels that it is desirable
to rotate the task among the auditors of several of the
reserve banks and will be glad to have your institution
undertake the work on the above basis during the year ending June 30, 1939. It is understood from my recent telephone
conversation with you that it would be entirely satisfactory
to you to permit the auditor of the Federal Reserve Bank
of Chicago to audit the Fiscal Agent's records during the
period indicated. It is therefore suggested that Mr.
Endres get in touch with Mr. Grayson for the purpose of
obtaining detailed information regarding the scope of the
audit as made by him and the procedure followed heretofore.
It will be appreciated if you will confirm the willingness
of your bank to undertake the work on the basis indicated."
Approved unanimously.
Letter to Mr. John C. Baumann, Assistant Counsel for the Board
or Governors, reading as follows:
"The Board of Governors has received an invitation
to the coimnencement exercises of the Class of 1938 of the
Graduate School of Banking at Rutgers University. It has
noted with pleasure that your name is included among the
graduates and has requested me to extend to you its congratulations upon this successful outcome of your studies."
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Approved unanimously, together with
similar letters to Messrs. Charles T. Malone,
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Federal Reserve Examiner, and Andrew W. Lee,
Assistant Federal Reserve EvRminer.
Mmmorandum dated June 20, 1938, from Mr. Morrill recommending
approval by the Board of the payment to the Wilmoth Paving Company, in
accordance with the mmmorandum prepared by Mr. Spurney, Building Manager,
under date of Tune 14, 1938, of the sum of $1,417.85 in full settlement
for work done by that company in connection with the Board's parking lot.
The memorandum had been approved by the Personnel Committee.
Approved unanimously.

Thereupon the meeting adjourned.

S Q..jW
cretary.
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Chairman.

