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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Friday, July 18, 1941, at 11:30 a.m.

PRESENT: Mr. Eccles, Chairman
Ur. Szymczak
Mr. McKee

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

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

after referred to was taken by the Board:

Telegrams to Messrs. Sanford, Post, Hays, Dillard, Stewart, and

Hale, Secretaries of the Federal Reserve Banks of New York, Philadelphia,

Cleveland, Chicago, St. Louis, and San Francisco, respectively, stating

that the Board approves the establishment without change by the Federal

Reserve Banks of St. Louis and San Francisco on July 15, by the Federal

Reserve Banks of New York, Cleveland, and Chicago, on July 17, 1941,

and by the Federal Reserve Bank of Philadelphia today, of the rates of

discount and purchase in their existing schedules.

Approved unanimously.

Letter to Mr. Young, President of the Federal Reserve Bank of

Chicago, reading as follows:

"In accordance with the request contained in Mr. Diercks'

letter of July 14, the Board approves the designation of Mr.

Paul L. Gronstal as a special assistant examiner to lend

Clerical assistance to your regular examiners. It is under-

stood that he will not be transferred permanently to examina-

tion work without the Board's approval."

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

of Chicago, reading as follows:

"Referring to your letter of July 11, 1941, to

Governor Szymczak, the Board interposes no objection
to your employment of an Agricultural Economist at a
salary of not to exceed $3,000 per annum.

"It is assumed that you will furnish the Board
With the necessary change in your Personnel Classifica-
tion Plan covering this position, unless the person
employed is assigned to a position already covered by
that Plan."
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Approved unanimously.

Letter to Mr. Hitt, First Vice President of the Federal Reserve

of St. Louis, reading as follows:

"This is to acknowledge receipt of your letter of
July 9, 1941 enclosing a copy of a letter you received
from Mr. Phelan, Vice President of the St. Louis Union
Trust Company, St. Louis, Missouri, with regard to views

expressed in the Board's letter to you of June 23, 1941
relating to the proper method of valuation of Series G
Savings Bonds of the United States if held by a Common
Trust Fund.

"We appreciate your forwarding the statement of Mr.
Phelan's views. However, the matters he mentioned were
taken into consideration in the formulation of the views
expressed in the Board's letter of June 23."

Approved unanimously.

Chairman Eccles reported that, by reason of the passage of

time
since the receipt of the letter of the Secretary of the Treasury

(late/1 May 23, 19410 on the subject of bank holding company legisla-

ti°11, he had slightly modified the introductory portion of the draft

°r reply approved by the Board on July 8, 1941, and had transmitted

the
reply to the Secretary of the Treasury today in the following form:
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"Since the matter was not of any urgency, the Board
only recently considered your letter of iday 23 in regard
to the bank holding company situation.

"There still seems little likelihood that Congress
will give active consideration to bank holding company
legislation at this session. However, the Board feels
that for the purposes of the record and in order to avoid
any misunderstanding as to our attitude, you should be ad-
vised that your brief reply to my letter of April 24
greatly disappointed us. We think our proposals were mis-
interpreted as we believe that they represent a sound and
practical approach to the solution of the problem, and not
merely, as your letter states, 'some slight change in the
governmental machinery.'

"In this connection, we felt that when your letter of
May 23 was written, you may have overlooked the fact that
When, on January 3, 1941, you advised the President that
a bill had been drafted to meet the holding company situa-
tion and suggested that he incorporate in his message to
Congress a recommendation along lines quoted in your let-
ter, the President, instead of doing so, sent a note to
YOU, Mr. Crowley, Mr. Delano, and myself, requesting us to
'work together in relation to this legislation' and to
'make out a program.'

"In the last paragraph of my letter of April 24 to
you, I stated that the Board was most willing to confer
With the other agencies in an endeavor to work out a pro-
gram. However, no conference for that purpose has been
called since then and we sincerely trust that you will re-
consider the position implied by your letter, which seems
to close the door to any discussion on the part of the
four agencies, and to leave only the alternative of sep-
arate and conflicting proposals at some later date."

Approved unanimously.

Memorandum dated July 17, 1941, from Mr. Wingfield, Assistant

General Counsel, recommending that there be published in the August

issue of the Federal Reserve Bulletin statements in the form attached

to the memorandum with respect to the following subjects:
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Analysis of Restrictions in State Laws on Payment
of Dividends by Banks and Trust Companies;

Treasury Regulations on Reports of Foreign Owned
Property; and

General Rulings and General Licenses Issued by
the Secretary of the Treasury.

Approved unanimously.

Thereupon the meeting adjourned.
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