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A meeting of the Board of Governors of the Federal Reserve

System wag held in Washington on Thursday, July 25, 1940, at 10:30

a.m,

PRESENT: Mr. Eccles, Chairman 5
Mr. Szymczak .
Mr. McKee
Mr. Davis

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman i
Mr. Smead, Chief of the Division of Bank
Operations

Mr. Dreibelbis, Assistant General Counsel
Reference was made to a draft of letter to the directors of ;
al . :
Federal Reserve Banks reading as follows:

. "It has occurred to the Board that Class A, B and
C directors of the Federal Reserve Banks may be interested
receiving regularly copies of the material prepared
€ach month showing applications for membership received
and containing excerpts from bank relations reports sub-
Mitted by the Federal Reserve Banks during the previous
gontP- Accordingly, there is enclosed, for your confi-
Jentlal use, a copy of the Board's letter R-678 dated
uly 19, 1940, together with its attachments.
"Although it is probable that copies of these re-
Ports are being made available to you by the Reserve Bank,
t was thought that there would be some advantage in for-
:azding copies to you directly. In the event you prefer
tﬁ to receive further copies of this material, or desire
y em f?rwarded to you at a different address, it will be
sppreclated if you will so advise us. In the absence of
Uch advice, future copies will be forwarded to you at
he above address each month until further notice."

The letter was discussed and ap-
proved unanimously, with the understand-
ing that copies thereof would be sent to
the Presidents of the Federal Reserve
Banks.
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There was also presented a memorandum dated July 19, 1940,
from the Division of Examinations submitting and recommending approval a
°f an application filed by the Guaranty Trust Company of New York
for Permission to establish a branch of that bank at Vichy, France.
The Memorandum stated that the establishment of the branch had been
3PProveq by the New York State Banking Department, that approval was
"eCommended by the Federal Reserve Bank of New York, and that it ap-
Peared that, the application was occasioned by the desire of the bank,
because of conditions in France, to open a branch at Vichy which could r
SWblement, the Paris branch or to which all of the business now being
onducteq through the Paris office could be transferred.

Mr. McKee stated that, because of unsettled conditions abroad
"d the Possible liabilities with‘their attendant embarrassments to k
the bank and the Government of the United States that could arise be-
%Ause of the operation of the branch, there was a question in his
Mnd gq to what should be the policy of the Board in passing upon such
applications. It was suggested that, while the application is in the
form o a request for authority to establish a new branch, it was in
®fect & request for authority to conduct at the new location busi-
Negg formerly conducted in Paris and that, in view of the difficulty -
the bank Was having in doing business in Paris, the approval in these
; Circumstances of this particular application appeared to be justified.

Thereupon the following order was
adopted by unanimous vote:
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"WHEREAS, the Guaranty Trust Company of New York,
NeW‘York, New York has made application to the Board of
Governors of the Federal Reserve System, pursuant to the -
Provisions of sections 9 and 25 of the Federal Reserve {
Act, for permission to establish a branch in the City of ;
ichy, France; and
"WHEREAS, it appears upon consideration of said ap-
Plication and information submitted in connection there-
With, that it may properly be approved;
"NOW, THEREFORE, IT IS ORDERED that the said appli-
cation to establish a branch in the City of Vichy, France,
€ and the same is hereby approved, such branch to be
OPerated and maintained subject to the provisions of sec-
tions 9 and 25 of the Federal Reserve Act; upon condition,
however, that unless such branch is actually established
8nd opened for business on or before February 1, 1941,

the approval hereby granted shall automatically terminate."

The following letter to Vice Pres-
ident Gidney of the Federal Reserve Bank
of New York was also approved unanimously:

; "In accordance with the recommendation contained
in your letter of July 16, 1940, the Board of Governors :
: S authorized the Guaranty Trust Company of New York .
O establish a branch at Vichy, France, on condition that

€ branch be actually established and open for business
¥ February 1, 1941.
3 "Enclosed for delivery to the trust company is a
i:i;ified copy of the order adopted by the Board author-
5 € the establishment of the branch. A copy of the
tder is also enclosed for your files.

"It will be appreciated if you will forward advice

88 t0 the date of establishment of the branch and its
€Xact location.™

Mr. McKee suggested that during the period of the present

i further applications for the establishment of branches of
HQMber banks in belligerent countries be given special consideration
b Al of the members of the Board who are in Washington at the time

the
Matter comes up for action.
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It was agreed unanimously that Mr.
McKee's suggestion should be followed.

Mr. Szymczak presented a memorandum dated June 27, 1940, ;
from Mr. Smead in which it was stated that at the request of Chairman
%ecles the Division of Bank Operations had obtained detailed informa-
ton from the Federal Reserve Banks with respect to the various types
3 insm‘Emce carried by them, the premiums paid, losses sustained,
Gtc., during the period from 1914 through 1938, that it appeared from
the Study that had been made that the System could save a substantial
fMount, by substituting self-insurance for a large part of the insurance
o ¢arried, and that, inasmuch as the Board's Counsel in 1934 rendered
& ®Pinion that the Federal Reserve Banks were without authority to
undertake a plan of self-insurance, it was recommended that the mat~
ter be referred to Counsel with a request that it be reconsidered in
the Light of existing conditions.

Mr. Szymezak said that the question had been discussed with
oy Viyatt and that under date of June 18, 1940, he expressed the opin-
m that it would be possible to work out an arrangement of self-in-
Wrance which would be lawful and which, if approved by the Board and
]thed to risks of losses to the Federal Reserve Banks themselves,
W°IL1d be upheld by the courts, that the question had never been passed
o0 by the courts and it was impossible to predict with certainty

t
the courts would hold if the question were presented to them,
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but that, as a practical matter, it was unlikely that the validity
of
Such an arrangement would be challenged in the courts.
The matter was discussed, and Mr. Szymczak suggested that ‘
My, ‘
Harrison, Chairman of the Presidents' Conference, be advised
t;
hat, the Board would favor the adoption of a self-insurance plan by
h
® Federal Reserve System and would suggest that a committee composed
of
representatives of the Federal Reserve Banks who are fully ac-
Qua
inteq With the problem be appointed to work with representatives
of
the Board for the purpose of formulating a plan which would be
Sy
bmitted to the Presidents of the Federal Reserve Banks and the Board
of ’
Governors for approval.
Mr. Smead was requested to draft a
letter to Mr. Harrison as Chairman of
the Presidents' Conference in accordance !
with Mr. Szymczak's suggestion, with the '
understanding that Mr. Szymczak would
discuss the matter with Mr. Harrison af-
ter which the letter in a form approved
by Mr. Szymczak would be sent.
¥r. Szymczak then submitted a memorandum prepared by him under
date
°f July 23 to which was attached a letter dated July 12, 1940,
Y, Leach, President of the Federal Reserve Bank of Richmond,
I‘equ
®sting approval by the Board of the purchase by the bank of a
ite
for the proposed building for the Charlotte Branch of the Rich-

Nong
Mk at a cost of not to exceed $100,000 plus 5 per cent commis—

8ion
to the Bank's real estate agent and authorization to proceed with
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Preparation of plans for the building. The memorandum stated that ‘
n July 22 yp, Szymczak went to Charlotte and, in company with Mr. ,
Leach; Mr. Lassiter, Chairman of the Bank; Mr. Clements, Managing

Drector of the branch; and Mr. Hemby, a director of the branch; looked

*% the Proposed site and other possible locations for the branch build-

ing; that the price quoted for the proposed site seemed to be reasonable
. the light of quotations on other business property in the locality,
*ad that, the site was in a location where it is expected that values
" increase. The memorandum also said that the plans for the branch
buuding which had been submitted with Mr. Leach's letter contemplated
the Construction of a one-purpose building, that Mr., Szymczak had ad-
Viseq Messrs, Leach and Lassiter that he thought the construction of
Such b“ildings for branches of Federal Reserve Banks was a mistake,

" that they agreed that if a building is to be constructed for the
ch&rlot.te Branch it should be an all-purpose building which could be
5, Teadily sold. The concluding statement of the memorandum was

"% wiless the Board should now conclude that it would, within the
”Gasonably near future, take up the question of discontinuing a number
v branches or substantially curtailing their functions, it was recom-
mended that the Bank be authorized to purchase the proposed lot in
charl(’tte at a cost of $100,000 plus 5 per cent commission and to
Proceey With the preparation of detailed plans and specifications

the construction of an all-purpose building with the understanding
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*hat the plans and specifications will be submitted to the Board for
SPProval before a construction contract is awarded.

There was a discussion of the question whether the proposed
Purchage price of the site was too high and Mr. Szymczak reviewed
briefly the results of the investigation which he had made in Char-
Lotte Which led him to the conclusion that there was no other site
Vailable in Charlotte as satisfactory as the proposed one which could
be obtaineq for that price. A question was also raised whether a com-

hig
sion Wwould be paid to the agent by the present owners of the prop-

ert
v and Whether the Federal Reserve Bank would be justified in paying

a¢
“Mission in addition to the purchase price.

At the conclusion of the discussion,
upon motion by Mr. Davis, Mr. Szymczak was
requested to discuss the latter point with
Mr. Leach with a view to satisfying himself
as to the justification for the payment of
a commission by the Bank and it was under-
stood that when the purchase price of the
proposed site was determined upon, a letter,
to be approved by Mr. Szymczak, would be
addressed to Mr. Leach authorizing the Bank
to purchase the site and to proceed with
the preparation of detailed plans and speci-
fications for an all-purpose building, such
plans and specifications to be submitted to
the Board for approval before the execution
of a contract for the construction of the
building.

At the request of Mr. McKee, Mr. Dreibelbis reviewed briefly

for the =
he Information of the Board the recent developments and telephone




1072

1/25/10 B

¢
hversations which he had had with Mr. Logan, Vice President and
General Counsel. of the Federal Reserve Bank of New York, relating to
(1) the attempt of the Federal Reserve Bank of New York to obtain a l
Dledge of gold in connection with the renewal of the central bank
cr
®dit to the National Bank of Hungary, and (2) requests that balances
in
Correspondent accounts and gold under earmark at the Federal Reserve
Mk of New York belonging to the National Banks of Lithuania, Latvia
an,
d Estonia be transferred to the State Bank of the Union of Social-
i
Stic Soviet, Republics.
There was agreement among the members
of the Board present that it was not neces-
sary for the Board to take any action on
these matters at this time.
At this point Messrs. Smead and Dreibelbis left the meeting
ang ; ‘
the action stated with respect to each of the matters hereinafter
X‘efe
red to was taken by the Board.
The minutes of the meeting of the Board of Governors of the
Feqq
ral ReServe System held on July 24, 1940, were approved unani-
b
mO'QSly.

Letter to the board of directors of the "Peoples Bank of
Cuban’ Cuba, Missouri, stating that, subject to conditions of member-
*hip Mumbered 1 to 3 contained in the Board's Regulation H, the Board
*PProves the bank's application for membership in the Federal Reserve

Syst,
M and for the appropriate amount of stock in the Federal Reserve
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Approved unanimously, together with
a letter to Mr. Martin, President of the
Federal Reserve Bank of St. Louis, read-
ing as follows:

"The Board of Governors of the Federal Reserve Sys-
tem approves the application of the 'Peoples Bank of Cuba',
Cuba, Missouri, for membership in the Federal Reserve
SyStem, subject to the conditions prescribed in the en-
§l°39d letter which you are requested to forward to the

fard of Directors of the institution. Two copies of
Such letter are also enclosed, one of which is for your
tlles and the other of which you are requested to forward
f° the Commissioner of Finance for the State of Missouri
or his information.

"Since the estimated losses classified in the report
of examination for membership are reported to have been
;}iminated during the examination, the usual condition of
bemberShip regarding the elimination of losses has not

®en prescribed."

Memorandum dated July 24, 1940, from Mr. Thomas, Assistant Di-
Tector of the Division of Research and Statistics, stating that the
cqmputatiOn of the revised index of ihdustrial production had been
*Mleteq and a description of the index, together with detailed sta-
tist’ical tables, had been set up in type and that unless the Board
3 °bJect10n this material would be published in the August issue of
b Federa Reserve Bulletin. The memorandum also stated that it was
contem'plated that the article would be published without signature of
Ry Particular author but with the following footnote indicating re-
sponsibility of individual staff members for the various aspects of

i "Revision of the Board's production index was con-
¢ted by Maxwell R. Conklin under the general supervision
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"of Woodlief Thomas, Assistant Director, and Frank R.
Ggrfield, head of the section on domestic business con-
ditions of the Division of Research and Statistics. Mr.
Conklin was primarily responsible for working out the
Methods used and supervising the actual work of compil-
ing the new index and also for preparing this article.

her members of the section were responsible for or
a8sisted in working up individual series where complex
estimates or adjustments were necessary and made con-
tributions also in other phases of the work; these in-
;luded John 0. Bergelin, Ray R. Foster, Clayton Gehman,

* C. Barton, Jr., Katharyne Reil, and Michael Marsh.
T« Barton was responsible for much of the work in de-
Tiving adjustments for seasonal variations."

The
Memorandum stated further that any future substantial revisions

in
comPOSition, base period, or methods of construction which would

Te
St gn major changes in the figures in the index will be brought

to
the attention of the Board.

The publication of the index in the
manner indicated was approved unanimously.

Letter to Mr. Ralph L. Hebbard, Acting Water Registrar of the
Dist,
Tict of Columbia, reading as follows:

19 "Receipt is acknowledged of your letter of July
me’tl9h0, in which you advised that at their board
tr: ing July 12, 1940, the Commissioners of the Dis-
¢t of Columbia approved a recommendation of the Cor-
Poration Counsel that the opinion of the Corporation
R:unsel approved January 7, 1938, exempting the Federal
regerVe Building from payment of charges for water, be
m0v°ked, and that the Water Registrar be directed to re-
enti the Federal Reserve Building from the list of those
tled to free use of water. You also advised that,

gursuant to this order of the Commissioners, the water

Urnished to the Federal Reserve Building will be under
© Meter system and the charges will be uniform with
© rates prevailing in the District of Columbia.
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"The Assessor for the District of Columbia has ad-
Vised the Board of Governors under date of July 17, 1940,
that under a recent opinion of the Corporation Counsel
the Commissioners have directed his office to place the
Federal Reserve Building on the taxable list, and he has
Submitted tax bills to the Board accordingly. The Board

S advised the Assessor that its General Counsel will
Comminicate with the Corporation Counsel regarding this
Datter upon the latter's return to the city, which we
Understand is expected on August 1. For your information

this connection, a copy of the letter from the Assessor,
together with a copy of the Board's reply, is enclosed.

"Inasmuch as the opinion rendered by the Corporation
Counsel in this matter relates both to the taxability of

he Boardts real estate and to the free use of water by
the.Board, it is hoped that you can arrange to defer any
&ction with respect to water used by the Board pending
the determination of the question of the taxation of its
zeal estate. We will greatly appreciate advice from you
O this effect.™

Approved unanimously.

Thereupon the meeting adjourned.
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