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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Monday, August 11, 1941, at 10:30

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

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman
Mr. Wyatt, General Counsel
Mr. Parry, Chief of the Division of

Security Loans
Mr. Thomas, Assistant Director of the

Division of Research and Statistics
Mr. Dreibelbis, Assistant General Counsel
Mr. Solomon, Assistant Counsel
Mr. Dembitz, Special Assistant in the

Division of Security Loans
Mr. Bonnar Brown, Special Assistant in

the Division of Security Loans
Mr. Roland Robinson, Associate Economist

in the Division of Research and Sta-
tistics

Mr. Cravens, Consultant in the Division
of Security Loans

Mr. Ransom stated that on Saturday, August 9, 1941, copies

of the latest draft of the proposed regulation relating to the con-

trol of installment credit,

bY the Board pursuant to an

dent, had been furnished to

SzYmczak who was in Chicago

which it was contemplated would be issued

executive order to be issued by the Presi-

each member of the Board, including Mr.

and who could not attend this meeting,

441 that the meeting had been called for the purpose of discussing

the draft.
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Chairman Eccles said that it was understood that the execu-

tive order would be released by the White House this afternoon for

Publication in tomorrow morning newspapers and that he would hold a

Press conference this afternoon for the purpose of making such general

eXPlanations to the press as the situation and questions from the

press might require.

At Mr. McKee's suggestion, it was understood that nothing

definite would be said with respect to the major limitations that

might be prescribed by the regulation until after the contemplated

Meeting with the representatives of the "trade" on August 15.

Mr. Ransom reviewed briefly the work that had been done by

Members of the Board's staff and representatives of the Office of

Price Administration and Civilian Supply in drafting the regulation

and there was discussion of the possible criticisms that might be made

oft. e regulation and the policies to which it would give effect.

There was also discussion of the application of the regulation to cash

4exls and to the necessity (with which everyone appeared to be in agree-

lent) for eventually writing into the regulation some form of purpose

test as to cash loans. There was also agreement that there was not

time to formulate such a test prior to the issuance of the regulation

alld that it could be done more satisfactorily after the Board has had

8°14e experience in the administration of the regulation.

Mr. Parry inquired whether the Board proposed to issue the

l'egulation on Saturday, August 16, which would be the day after the
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the representatives of the "trade".

As a result of the discussion of
this point it was agreed that, in order
to afford time to consider the sugges-
tions made by representatives of the Fed-
eral Reserve Banks and the "trade", the
regulation should be issued on August 19
or 20 to become effective on September 1,
1941.

At the request of Mr. Ransom that he express any views that

he might have that might be at variance with the approach of the regu-

lation as drafted, Mr. Parry emphasized (1) that the Board was taking

l'esPonsibility for the restraint of prices for the various consumers'

goods to be listed in the regulation, that, while the regulation

Wolild have some effect on these prices, as well as prices of other

commodities, it would be difficult to tell how much, and that if the

board wanted to prevent all possible credit from getting out through

the Purchase of listed articles it should stress a broad coverage in

the regulation which he did not favor at this stage; (2) that the

41cra1 basis underlying the executive order should be manifested as

far as possible in the regulation—which involved the questions (a)

Whether cash installment loans should be covered if they are not for

the purchase of consumers' durable goods, since to include them might

slIbiect the Board to criticism for going beyond the requirements for

defense, and (b) whether the list now contained in the draft of regu-

lation is not too long to be justified at this time on defense grounds;

4nd (3) that the required down payment of one-third and maximum maturity

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



968

8/1v 41
—4—

of eighteen months in the draft of regulation were only slightly more

strict than the average requirements now in effect with respect to au-

tomobiles and would affect the demand for automobiles only slightly,

Whereas the specified terms applied to the second and third group of

articles listed in the draft of regulation were more drastic than the

existing terms notwithstanding the fact that the use in their manufac-

ture of scarce materials required for defense totalled much less than

in the case of automobiles, and that he was inclined to the opinion

that the prescribed terms for these two groups of items should be more

liberal than in the case of automobiles.

Various questions were discussed as well as some of the dif-

ferences of opinion between representatives of the Board and the Of-

of Price Administration and Civilian Supply with respect to the

ectent to which the regulation should go.

Mr. Draper suggested that Messrs. Eccles and Ransom be author-

ized to make such changes in the draft of regulation as appeared to

be desirable on the basis of suggestions received this week from the

l'ePresentatives of the Treasury, the Federal Loan Administration, the

°trice of Price Administration and Civilian Supply, the Federal Reserve

114Inks, and the "trade" with the understanding that a revised draft of

l'egUlation would be submitted to the Board for consideration not later

than 
Tuesday, August 19, 1941. All of the members of the Board concurred
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in this suggestion.

Question was raised whether the Federal Advisory Council should

be invited to send representatives to attend the meeting of the repre-

sentatives of the Federal Reserve Banks on August 14 or the meeting of

representatives of the "trade" on August 15.

It was agreed that the representa-
tives of the Council should be invited to
be present at the later meeting.

There was further discussion of the impracticability of writing

4 Purpose test into the regulation at this time and of the question

Whether the regulation as drafted was in such form that it subsequently

could be amended to include a purpose test. There was general agree-

ment that the regulation would permit of such an amendment.

Mr. Parry inquired whether it was expected that further changes

17°Uld be made in the draft of regulation between now and the meeting

th the representatives of the Federal Reserve Banks and the "trade".

staff

It was agreed that any further de-
sirable changes should be incorporated
in the draft to be presented at these
meetings. However, at Mr. Ransom's sug-
gestion, it was understood that the draft
of regulation presented to the representa-
tives of the Federal Reserve Banks and the
"trade" would provide for a maximum loan
maturity of eighteen months in connection
with all extensions of credit covered by
the regulation.

In response to an inquiry from Mr. McKee as to whether the

was satisfied that the draft of regulation did not go beyond
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the powers granted by the executive order, and in connection with a

question raised by Mr. Parry on this point particularly with respect

to section 2(a) of the order, Mr. Dreibelbis stated that he was satis-

fied that the regulation as drafted was within the power granted by

the order and that the representatives of the Office of Price Adminis-

tration and Civilian Supply concurred in that opinion.

At this point Messrs. Thurston, Vyatt, Parry, Thomas, Dreibelbis,

Solomon, Dembitz, Brown, Robinson, and Cravens left the meeting and

the action stated with respect to each of the matters hereinafter re-

ferred to was then taken by the Board:

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

Federal Reserve System held on August 6, 1941, were approved unani-
mously.

The minutes of the meetings of the Board of Governors of the

Federal Reserve System held on August 7, 8, and 9, 1941, were approved

and the actions recorded therein were ratified unanimously.

Letter to Mr. Crowley, Chairman of the Federal Deposit Insurance

C°rPoration, reading as follows:

"In accordance with the request contained in your
letter of August 9, 1941, the Board of Governors of the
Federal Reserve System hereby grants written consent, in
accordance with the provisions of subsection (k)(2) of sec-
tion 12B of the Federal Reserve Act, for examiners for the
Federal Deposit Insurance Corporation to make an examina-
ion of The St. Charles State Bank, St. Charles, Michigan,
in order that the Board of Directors of your Corporation
maY determine what action, if any, should be taken to ter-
minate the insured status of the bank."

Approved unanimously.
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Letter to Mr. Upham, Deputy Comptroller of the Currency, read-

ing as follows:

"There is enclosed a copy of a statistical analysis
of the assets and liabilities -- principally loans and
deposits -- of branches of national and State member banks,
recently compiled at the Board's offices from the June 30,
1940 condition reports submitted by such branches.

"It is thought that you might be interested in the
data developed, since more than one-half of the reporting
Offices are branches of national banks.

"The study has not been published, but consideration
is being given to publishing the data, except the figures
for individual banks, in an early issue of the Federal Re-
serve Bulletin."

\--1(
APProved:

Approved unanimously.

Thereupon the meeting adjourned.

Secretary.

A 
Chairman.
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