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A meeting of the Board of Governors of the Federal Reserve

SYstem Was held in Washington on Friday, August 9, 1940, at 2:30

by, lir

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

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Thurston, Special Assistant to the

Chairman
Mr. Wyatt, General Counsel
Mr. Piser, Senior Economist in the Division

of Research and Statistics

Mr. McKee referred to a memorandum addressed to the Board

• Ransom under date of August 8, 1940, regarding a telephone

c°tru'ersation which he had had with Deputy Comptroller of the Currency
Uph

—441 When the latter advised that the office of the Comptroller was
riot

gO1ng to call for reports of condition of national banks this fall,
that

under the law only three calls are required each year, that two
had

already been made and one would be made as of the end of the year,
that, t

herefore, the Comptroller's office had decided to omit the

for the fall report as had been done at other times in the past,
and 4,

u"at it was requested that the office be advised if any members

C3t the 
Board had any reason for urging that the call be made. The

alernor
arlditm stated that, following the telephone conversation, Mr.

— conferred with Messrs. Morrill, Woodlief Thomas, and Van Fossen
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that the conclusion was reached that Mr. Upham should be advised

that the Board would interpose no objection at this time to the

C1)1Wbroller's decision not to make the fall call but that later de-

/1eloPment8 may make it necessary for the Board to ask for further

conaideration of the question. The memorandum stated further that,

14th e absence of objection of any member of the Board, Mr. Ransom

w°111d so advise Mr. Upham but that should any member of the Board de-

84e, the matter could be discussed at a meeting of the Board.

Mr. McKee raised for consideration the question whether the

11 should be omitted and in the discussion which followed it was

1:a.ted that the Federal Deposit Insurance Corporation makes only two

8 Per year for reports of insured nonmember banks

cilleation whether a fall call should be made was one for the decision

q the p
,4)mptroller of the Currency and the Board.

Chairman Eccles suggested that this was a matter in which the

e of the Comptroller should consult with the Board before reach-

as to whether or not the call should be made and that

Orric

lrig

he Wo d
111- suggest'that a letter be addressed to the Comptroller calling

atteh4.
-'10n to this point.

so that the

At the conclusion of the discus-
sion, the Secretary was requested to
prepare, for consideration by the Board,
a draft of letter to the Comptroller
of the Currency requesting that the
Board be advised more particularly as
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to the reasons why his office wished to
omit the fall cell, and suggesting that
he consult with the Board before deci-
sions are reached as to future calls.

There were presented telegrams to Mr. Leach, President of the

Federal Reserve Bank of Richmond, Mr. McLarin, First Vice President

()lithe Federal Reserve Bank of Atlanta, Messrs. Dillard and Powell,

Secretaries of the Federal Reserve Banks of Chicago and Minneapolis,

IleaPect1ve-4, Mr. Gilbert, President of the Federal Reserve Bank of
Dajaas

Pran„
'lecoy stating that the Board approves the establishment without

ehange by the Federal Reserve Bank of San Francisco on August 6 and

13 the Federal Reserve Banks of Richmond, Atlanta, Chicago, Minneapolis

Dallas on August 8, 1940, of the rates of discount and purchase

ill the-lr existing schedules.

and Mr. Hale, Secretary of the Federal Reserve Bank of San

Approved unanimously.

Mr. Carpenter stated that Mr. Kiley, Assistant Chief File

elek, desired to make application
State m

8 -aval Reserve, that in connection with his application he was

NIlired to furnish a

-Irailability for immediate mobilization whenever
titrea,
' of Navigation's instructions,

for a commission in the United

statement from an officer of the Board as to

required by the

and that this raised the ques-

4°11 of the policy that the Board will follow with respect

- of members of its staff for military service under these

to avail-
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circumstances.

In this connection Mr. Morrill stated that there are eighty-

three 
employees on the Board's staff who might be affected by the

Selective Training and Service Act of 1940 now pending before Congress,

tcrty_five
of whom are single and thirty-eight married. He also stated

that there are twenty employees reported to be members of the Reserve

e°rIPS and the National Guard, a31 but five of whom are in the group

between the ages of twenty-one and thirty.

It was agreed unanimously that,
unless an employee affected is occupy-
ing a key position on the staff which
should be classified as a necessary
occupation, employees who are members
of the Reserve Corps or National Guard
should be made available for military
service in the event of mobilization.

Reference was then made to the discussion at the meeting of
the t

°ard on June 17, 1940, with respect to the action of the board
Or 4

ectors of the Federal Reserve Bank of Atlanta in establishing,

Nen+ to approval of the Board, a revised schedule of rates on in-

a1 advances under Section 13b of the Federal Reserve Act. In
thi8

c°nnection consideration was given to a further letter received

Parker, President of the Federal Reserve Bank of Atlanta,

brape
by Mr. Smead under date of July 13, 1940, in which it was

atted that, after reviewing the whole matter, it appeared that it

11°113-cl be 
desirable to approve the rates suggested by the Federal Re-

ktik of Atlanta in its letter of June 15, 1940, and advise Mr.

-4—

4- date of June 18, 1940, and to a memorandum addressed to Mr.
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Parker at at the same time that the Board was giving consideration to

the rates that the Reserve Banks were authorized to charge on indus-

trial
advances and commitments, and might wish in the near future to

addl'ess a communication in connection therewith to all the Reserve

BankS. The memorandum also stated that Mr. Smead had felt for some

time
alat there was not enough uniformity among the Reserve Banks in

the authorized rates on industrial advances and commitments, that there

Were
differences of opinion as to what rates should be charged and par-

tic
ularlY as to how wide the spread on the different types of advances

arid commitments should be, and that it was suggested that a letter be

4cicireeeed to all Federal Reserve Banks requesting that they give con-

sideTation to the desirability of adopting a rate schedule which would

be s„
'ustantially uniform throughout the System. The file on this mat-

ter
"ad been circulated among the members of the Board for considera-

tio,
" before this meeting.

Mr. Draper moved that the rates on
industrial advances fixed by the board of
directors of the Federal Reserve Bank of
Atlanta be approved, together with the
following telegram to Mr. Parker advising
of the Board's action:

t 
"Relet June 15. Board of Governors approves actionak

-en by your board on June 14 in establishing following
on industrial advances under section 13b of Federal

Reserve Act; effective immediately:
"Advances direct to industrial or commercial organi-

zations: 0% to 6%.
"Advances to financing institutions:
"On portion for which the financing institution is

°Ipligated: 4% to 5%;
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"On remaining portion: 4% to 54.
"Commitments to make advances: 1% to 2%.
"It is noted from your letter that, with respect to

the new rate applicable to 'commitments to make advances',

Your Bank will henceforth follow practice of computing
commitment fee or charge by applying rate only to portion
cf loan representing Reserve Bank's interest, the practice
heretofore being to apply rate to entire loan covered by
?cmmitment agreement; also, that it will be your nurpose
in applying new rate to make the charge 'per cent. per an-

as distinguished from a flat charge."

Carried unanimously.

A suggestion that the staff be re-
quested to draft a letter to all of the
Federal Reserve Banks along the lines sug-
gested in Mr. Smead's memorandum was dis-
cussed and it was agreed unanimously that
Mr. Draper should take the matter up with
the staff and submit a further recommenda-
tion to the Board.

At this point Messrs. Thurston, Wyatt and Piser left the meet-

arid the action stated with respect to each of the matters herein-

after ,
referred to was then taken by the Board:

The minutes of the meeting of the Board of Governors of the
Pecie,
"al Reserve System held on August 7, 1940, were approved unani-

140481.37..

Pede_
"al Reserve Bank of Richmond, reading as follows:

Telegram dated August 8, 1940, to Mr. Leach, President of the

"As requested in your telegram of August 6, Board
approves the designation of Clarence D. Shelburne as a
?Pecial assistant examiner to assist your regular exam-
iners when necessary. Approval is given with the under-
standing that the employee will not be transferred per-
Manently to examination work without the Board's approval."

Approved unanimously.
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Letter to Mr. Fleming, President of the Federal Reserve Bank

Of Cleveland, reading as follows:

"In accordance with the request contained in your
letter of August 6, the Board approves the appointment
of Ben McEnteer, Jr., at present an assistant examiner,
as an examiner for the Federal Reserve Bank of Cleveland.
Please advise us of the effective date."

Approved unanimously.

Letter to Mr. Clerk, First Vice President of the Federal Re-

"'e Bank of San Francisco, reading as follows:

"Receipt is acknowledged of your letter of August
• 1940, together with copies of correspondence relat-
-mg to a request of the Placer County Bank, Auburn, Cal-
ifornia, for permission to retire 84,000 par value of its
Preferred stock issued to the Reconstruction Finance Cor-
poration.

"In a letter to the Superintendent of Banks of the
State of California, under date of August 6, 1940, the
econstruction Finance Corporation, while modifying cer-
tain requirements in connection with payments to be made

the bank to its retirement fund, stated that the re-
tlrement of the $4,000 was necessary if the institution
was to qualify for the reduced rate of interest.

"In view of the condition of the bank as reflected
in the report of examination made in connection with the
aPPlication for membership and in the other data submitted
vlith the application, the Board shares the reluctance ex-
Pressed by the Superintendent of Banks and evidenced in
Y°ur letter, to a retirement in the proposed amount so

Zeasfster the recent increase in preferred stock. Never-
•, in view of the rather small amount in dollars

flvolved, particularly when compared with the relatively
targe savings in dividend requirements which will accrue
60 the bank through such retirement, the Board will inter-
P°se no objection to the proposed retirement of P,'41000,
ovided, of course, there have been no material changes
or the worse since the bank was admitted to membership
nd there have been no developments in the situation which
uave caused you to change your views as to the ability of
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"the management of the bank to cope with its problems. It
would seem that, in the final analysis, the decision to be
made uould be governed largely by your intimate knowledge
of the situation."

Approved unanimously.

Letter to Mr. Wood, Chairman of the Federal Reserve Bank of

Chicago, reading as follows:

"At the completion of the examination of the Federal
Reserve Bank of Chicago, made as of June 1, 1940, by the
Board's examiners, a copy of the report of examination was
left for your information and the information of the di-
rectors. A copy was also furnished President Schaller.

"The report does not appear to contain any matters
requiring further comment at this time. The Board will
appreciate advice, however, that the report has been con-
sldered by the Board of Directors. Any comments you may
care to offer regarding discussions with respect to the
examination or as to action taken or to be taken as a re-
sult of the examination will also be appreciated."

Approved unanimously.

Thereupon the meeting adjourned.

Secretary.

Chairman.
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