ok
[AY)
I4")
a}

A Beeting of the Board of Governors of the Federal Reserve
Systen Vas held in W

ashington on Thursday, September 18, 1941, at
300 Pem,

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

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Mr. Thurston, Special Assistant to the
Chairman

Mr. Goldenweiser, Director of the Division
of Research and Statistics

h . Ransom stated that, at the invitation of the Secretary of

W

Nelso

he attended a luncheon meeting at the Treasury today, at
T'® present, in addition to Secretary Morgenthau, Donald

n, Ex
Bog Ceutive Director of the Supply Priorities and Allocations
rds

3 My,
h‘th Galbraith representing the Office of Price Administration

abse
Uogy Pstel ey Henderson; Under Secretary of the Treasury Bell;
s,

ag, el
Ay S and White of the Treasury staff; and Jacob Viner, Special
Ser t

A © the Secretary of the Treasury. He said that Secretary
g enthau

8
ahmd : tated at the beginning of the meeting that the Treasury
n g

a « . . . ° . -
%&%d dv1°°Ty position in relation to several agencies which

0 haVe 3 h .
atthe “l1€ same objective of getting the defense job done and

tine Preventing inflation so far as possible, and that he

e
lmhan *Plore the question of where the Treasury stood in that sit-

He
hadbee s Stated, Mr. Ransom said, that Messrs. Nelson and Bell

the possible effects on the volume of credit and
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the

Ned for credit of a broad application of priorities, that Mr.
els

M had taken the position that within a short time priorities

be working so effectively and so completely that there would
b

€ no S
POSsibility of credit expansion for the reason that no one would

0 .
: Seasion to borrow for other than defense production, and that

K o
8lsed the question of the relationship of priorities and price

°°ntrol
S to the question of possible actions that had been under con-

8

ideration for 4k ;

: e purpose of reducing the present volume of excess
8.

th Mr, Ransom made the further statement that Mr. Nelson expressed
® Oping
3 1o during the meeting that there might be a reasonably good

ang ¢
OF bank credit in connection with the production of defense

Wate..
Tla)
S» but that there could be no substantial demand for credit

81 e
th °f that field because of the reduction which would result from
g

thy

of priorities. In response to a suggestion of a pos-

T PP
: €in the effective institution of priorities, Mr. Nelson stated
q

a
4 £ € of more than a week and a half would be entirely inexcusable
tt
Uogq here could be little or no housing activity not related to
Se

as
%Eun the labor was needed on defense jobs, and he indicated the
gt

hat i
gy, : U in these circumstances there was no need for action to
he

Vo
aﬂecti ile g credit, either by the use of over-all controls,
Ve

s or otherwise.

Dup;
Mg the discussion,

Mr. Ransom said, Secretary Morgenthau
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Sta
ted to the members of his staff that he wanted a recommendation
Tom
them not, later than Monday, September 22, with respect to the
ety
ons that should be taken in the field of bank reserves and selec-

tive
°redit controls, and that he would like to have the same group

thay

attendeq the luncheon meeting today and, in addition, Mr. Henderson,
LT

a
t the Treasury again on Wednesday, September 24, for a discus-
8on
of
the recommendations of members of the Treasury's staff and rep-

»

esentativES £

g O the Board of Governors so that Messrs. Nelson and
ng

erg
v o could be fully informed of the manner in which the problem

Qredj.
" t controlg was related to prices and priorities. He added that
&

Te

Wa

e S also agreement with a suggestion made by Mr. Bell that repre-
)

tatyy
e ®S from the Office of Price Administration and the Supply Pri-

t
of t}i]:s: d Allocations Board meet with Mr. Goldenweiser and a member
i fasury staff for the purpose of informing the representatives
8 :::r detail ag to what had been considered in the recent discus-
Ween Tepresentatives of the Board and the Treasury.
Ralne e Ransom concluded his statement with the comment that he

e s
i definite impression from the meeting that the Treasury was

ine
I‘che q %o favor action in the field of priorities and prices

)y tha,
n S
the fielq of eredit control.
At ¢ {
Bel've R his Polnt Mr, Williams, Vice President of the Federal Re-

0
°°curr f New York joined the meeting and was informed of what had
eq

at
the Meeting at the Treasury.




1230

91811 e
In the discussion that ensued, Mr. Clayton stated that he had
uﬂked to Chairman Eccles over the telephone last night and that the
Cmdrman had stated that he favored the two amendments to existing

* Teferred to by Mr. Goldenweiser at the meeting yesterday, with
"Spect to (1) counting vault cash as reserves, and (2) higher reserves
?linter~bank balances, but that he was still of the opinion that the
f::i:g Plan should not be suggested by the Board as an alternative

e

or : Present percentage basis for determining reserve requirements
A © reason that at present there was a great deal of banker and
o Support, for the present basis and if a new basis were suggested
i Yould be serious danger of loss of that support. The Chairman

Ay,
red, My, Clayt ' ;
1 yton stated, a program under which reserve require-

ts w

0
b uld be increased to the limit of existing authority, and a
Nerg) Stateme,

€8e
i TVes would be requested which would give time for further study

t would be made to the effect that additional authority

mﬂi:ytzzoform the authority should take, it being contemplated that the

H@n iy crpt?d under the new authority should be one of definite restric-
o idlt expansion with the understanding that, if the reduction

thcy " ®Serves that might be determined upon to carry out that

’%Qm ® found ¢ be too great, the situation would be eased by

0
Pen mapyet, operations.

Then
op ® ¥as a discussion of the possible effects on the volume

ﬂetivi

ty
nd employment of a broad application of priorities and
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pri

ice tontrols and what the situation would be if excess reserves were
ing

Feased to the limit of the present authority without reference to

ay
V furthep actions that might be taken.

In response to an inquiry from Mr.
Goldenweiser as to the effect of the meet-
ing at the Treasury today on the discus-
sions which were being held with Treasury
Trepresentatives, it was agreed unanimously
that, pending clarification of the situa-
tion, no purpose would be served in con-
tinuing the discussions, that Mr. Golden-
welser should complete the memorandum
which he had in preparation for use as
4 basis for further discussions, but that
he should withhold submitting it to the
Tepresentatives of the Treasury for the
time being.

The suggestion was made that some
Progress might be made in clarifying the
Situation if someone from the Board would
confer with Under Secretary of the Treasury
Bell, and it was agreed unanimously that

- Ransom should confer with Mr. Bell
for the purpose of determining the proce-
dure to be followed from this point.

A : . SuA S
1eft b thig point Messrs. Thurston, Goldenweiser, and Williams

e .
Ny feeting anq the action stated with respect to each of the

e -
Telnafter referred to was then taken by the Board:
The s
F&h . Mnutes of the meeting of the Board of Governors of the
r
es .
°Tve System held on September 17, 1941, were approved unani-

Sy,

e k
Sy, orandum dateq September 16, 1941, from Mr. Nelson, Assist-

> Submitting the resignation of Julia McRobie as a
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chEII'“°man in the Building Operations and Maintenance Section of the
ecretaRY'S Office, to become effective as of the close of business
Wlseptember 30, 1941, and recommending that the resignation be ac-
"Ped as of gy date.
The resignation was accepted.
MemOl‘andum dated September 16, 1941, from Mr. Goldenweiser,
irector of the Division of Research and Statistics, submitting the

L §
“&ation of Mrs. Franc S. Valentine as a clerk-stenographer in the

Diys

V1si°n’ to become effective as of the close of business on September
30 1

» i, 4nd recommending that the resignation be accepted as of that
date

The resignation was accepted.

Telegram to the Presidents of all of the Federal Reserve Banks

'8 Tl Tows:

trant"Reg' VW65, Regulation W does not requi?e a Regis-
© obtain down payment or otherwise to increase
Monty, Feceived through previous payments when a three
Pevy 8 credit conforming to section 6(f) is renewed or
N good faith as deseribed in W-49."

Approved unanimously.

e Telegram to the Presidents of all of the Federal Reserve Banks
q

S &g follows:

" : ;
any ofReg' W-66. Pressure cookers are not included in
9 claSSifications of listed articles.™

Approved unanimously.
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Telegram to the Presidents of all of the Federal Reserve Banks
5
*ading as follows:

¢ "Reg. W-67. The classification 'mechanical refrig-
aﬁitOPS: does not include an electrically operated port-
® unit for cooling and dispensing drinking water."

Approved unanimously.

T6legram to the Presidents of all of the Federal Ressrve Banks
I‘e&
Uing a follows:

an § "Reg. W-68. An inquiry has been received regarding
stat:stalm?nt sale contract of a musical instrument vhich
Ment, z & single sum in payment of purchase price of instru-
deferrnd lessons in playing thereof and carrying charge on
essoned balance. In such case must amount allocab}e to
nectios b? regarded as being for services rendered in con-
o2 With acquisition of article under section 4(f£)(2)?
Y sum actually allocated to music lessons is of
Mot to be regarded as the cost of services rendered

+3 s e T . .
€ction with acquisition of musical instruments."

c urse

Approved unanimously.

T
reg ®legray to the Presidents of all of the Federal Reserve Banks

€ ag fOllows:

n
ing toﬁeg'LW‘69. Obligor who has received credit conform-
I"3<:eeivre:ecL'lon 6(j) (Regulation W) and who subsequently
at ¢ .Instalment sale credit on listed article priced
Wreha g 18 not required to make down payment on original
* The 6(j) credit remains a separate transaction."

Approved unanimously.

el
readin °8Fam to the Presidents of all of the Federal Reserve Banks
g as fouowS:
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"Reg. W-70. Question has been asked whether Section
9(b) or Regulation W permits first instalment to fall due
¥ days after date of contract or note, assuming such date
18 date of sale, even though the result is that the obliga-
tion May show on its face that credit was extended for
H81/2 moribhs, - Anewsy s in the affirmative.”

Approved unanimously.

Telegram to the Presidents of all of the Federal Reserve Banks

I‘ea :
ling as follows:

o "Reg, W-7L. A question which may be stated as fol-
S has been received under Regulation W:
? A Registrant sells a $100 radio, receiving
N trade or exchange a used radio which he has
Previously sold to the customer and on which
€ customer owes the Registrant an unpaid bal-
ance. The Registrant allows the customer $15
fOP.his equity, What is the basis price, the
- credit value and the down-payment re-
duirement of the new radio? How should the
maturity be calculated for such a
T;ransac tion?
of theUnder Part 2 of the Supplement, the basis price
trage 1w radio would be #85 (£100 minus the $15 equity
Valye wln by the customer). Hence the maximum credit
paymentould be #68 (80% of #85) and the required down-
$15 al Would he $17, which would be in addition to the
turitOWance for the customer's equity. The maximum
f the ¥ Would be 18 months from the date of the sale
9(b) ofwlOO radio, with the usual option under section
section ?ﬂking the 15-day adjustment permitted by that
OT calculating the maximum maturity."

Approved unanimously.

Te]_
B%& Sgram to My, Hodge, Assistant Counsel of the Federal Reserve
of

Chi
“Cago, Stating that the Board agrees with the opinion ex-

TRt
his Wire of September 16, 1941, that in the absence of a
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Provigs o
“slon in & collateral trust agreement under which a trustee holds

inst,
Alment, sales paper, the trustee has no responsibility under Regu-

laty

MW to see that the underlying collateral complies with provisions
0
f Regulation,

Approved unanimously.
Telegram to Mr. Crause, Director of the Instalment Credit

iviSi
Y % of the Federal Reserve Bank of St. Louis, reading as fol-
QWS:

of folYOur wire September 15 re two notes used in lieu
in yOumer_zh months practice. On basis of facts stated
Subge T wire Board not only agrees that if there was
intenquint renewal relevant circumstances would indicate
ang i, O g0 beyond 18 months period, but goes further
the puroﬁ the opinion that a single transaction such as
insty Chase of a listed article mey not be divided into
1stpg et and noninstalment portions in the manner Reg-
lon thatproposes in your case. Hence Board is of opin-
tion (Re he proposed transaction would violate regula-

if n gulation W) because of 19 month maturity even
B Tenewed,

Approved unanimously.

Te
Dy Legran Mr. Crause, Director of the Instalment Credit
slon

of
the Federal Reserve Benk of St. Louis, reading as follows:

OVer_, UL Wire September 16 re deferred balance and
tion 6( )deferred balance. Latter term as used in sec-

Tefe does not include finance charges but merely
ang unlio the deferred balance that includes both listed
8ppl, Sted articles, Finance charges are excluded in

Toup E or in applying section 6(b) or 6(j)."

Approved unanimously.
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Telegram to Mr. Swanson, Vice President of the Federal Reserve
Bank op vre
EE Minneapolis, reading as follows:
&4 "Your wires September 16 and 17. Section 6(d) (Regula-
“on W) applies to bona fide medical, hospital, dental or

funera] €xXpenses even though previously incurred."

Approved unanimously.

Thereupon the meeting adjourned.

As€istant Secretary.

Appr()v ed 3

Wm

Vlce Chairman.






