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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Monday, September 29, 1941, at
10:00 a.m,

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

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretery

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Mr. Wyatt, General Counsel

Mr. Parry, Chief, Division of Security
Loans

Mr. Dreibelbis, Assistant General
Counsel

Mr. Bradley, Assistant Chief, Division
of Security Loans

Mr. Thomas, Assistant Director, Divi-
sion of Research and Statisties

Mr. Cravens, Consultant in the Division i
of Security Loans

Mr. Solomon, Assistant Counsel

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

Mr. Dembitz, Special Assistant in the
Division of Security Loans

Mr. Robinson, Associate Economist, Divi-
sion of Research and Statistics

HMessrs. Nugent and Hubachek from the Office
of Price Administration

There was presented a list prepared by Mr. Parry under date
3 September 29, 1941, of eleven of the more pressing technical
ety ong confronting the Board at the present time in connection N
"8 Regulation W, Consumer Credit, and ir. Ranson stated that this

€ had been called for the purpose of discussing these problems
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With a view to the preparation as promptly as possible of specific
Tecommendations for submission to the Board.

The problems were discussed in considerable detail and, in
Tesponse to requests by Mr. Ransom during the course of the discus-
Sion, Messrs. Nugent and Hubachek made such comments and expressed
Such opinions as they had to offer at the time with respect to each
°f the questions.

At 1:00 p.m. the meeting recessed and reconvened at 2:30
Psll. with the same attendance as at the morning session, and the
discuSSion continued until the first ten questions listed in Mr.
Parry1g memorandum had been considered.

At the conclusion of the discussion Mr. Ransom stated that
he Wag leaving tomorrow night and would be away from Washington dur-
g the month of October, and that he would like to suggest, in con-
Tection with the further consideration of the items discussed at
thig Meeting, that before the members of the staff crystallized
Shogr own conclusions or submitted recommendations to the Board re-
lating to the further amendment of Regulation W, or with respect to
1ﬂghtenin8 the provisions of the Regulation, they confer with the
I‘epre‘39!11;511:1‘379s of the Consultative Committee created by Executive
Prder 8843, and particularly with Messrs. Nugent and Hubachek, with
"0 the Boardts staff should work in close cooperation. He also

8
t&ted that the Secretary of the Treasury and the Federal Loan Ad-

|
inistI‘ator had a responsibility in connection with, and a real
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Interest 1n, the extent to which the terms of Regulation W were tight—
®ed ang that when the time came for action in that direction, they or
their designated alternates, as well as the representatives of the
0fice of Price Administration, should be freely consulted.

Mr. Szymczek suggested that Messrs. Cravens, Dreibelbis, and
Tugent e requested to serve as a committee to draft, in the light of
the Comments made during the discussion at this meeting, specific recom-

ey,
dationg for consideration by the Board as to action to be taken on

the

first ten items contained in Mr. Parry's memorandum, it being under-
8tg

od that, the committee would work in close cooperation with Mr. Parry.

Mr. Szymczaek's suggestion
was approved unanimously.

. At this point Messrs. Wyatt, Parry, Dreibelbis, Bradley, Thomas,
lre"’ens, Solomon, Bonnar Brown, Dembitz, Robinson, Nugent, and Hubachek i
:ft the heeting and the action stated with respect to each of the mat-
i hereinarier referred to was then taken by the Boards: \
S, Memorandun dated September 25, 1941, from Nr. Nelson, Assistent

tary, Tecommending that the following increases in salaries of em-

Dlgy
Ce
8 in the Secretary's Office be approved, effective as of October

b 1941,

N, !;lm\e Designation W

), 2::& MacDowel1 Inventory Clerk $1,620  $1,800 .1
® Krieger Supervisor, Steno-

"11 . graphic Section 2,300 2,400
Snith Stenographer 1,980 2,100

Approved unanimously.




9/29/11 e
Letter to Miss Carol S. Piper, formerly Secretary to Mr.
Davis, reading as follows:

"This is to acknowledge receipt of your letters of
September 20 submitting your resignation, effective at
the close of September 22, 1941, as you have accepted a
Position in the Office of Price Administration. Your
resignation is accepted in accordance with your request.

"We wish you the best of success in your new work
88 we have enjoyed our relations with you in this organ-
1zation very much.m

Approved unanimously.

Letter to Mr. McGuire, Assistant to the Attorney General,
Teading og follows:

"At the request of Chairman Eccles I wish to acknowl-
®dge receipt of your letter of September 17, 1941, regard-
Bruce Waybur, whose name is reported as appearing on
the active indices of the American Peace Mobilization, and
i &ymond J. Collier, whose name is reported as appearing on
| the active indices of the American Peace Mobilization and
he Washington Committee for Democratic Action.
"Mr. Waybur has been employed by the Boerd since
October 2, 1939 and now holds the position of Junior Econo-
M5t in the Division of Research and Statistics, where he
‘ is ®hgaged in the analyses of agricultural conditions. He
' a8 born in New Orleans, Louisiana, in 1914 and spent most
} of his early life in California. He is a graduate of the
| thdversity of Californis and in addition attended Balliol
corlege at Oxford University from 1937 to 1939 on a Rhodes
| ®holarghip. Our records indicate that his parents and
| %randparents were born in the United States; t@at his pa-
aernal grandfather was Professor of Music at Mills College
™4 the University of Californis, and that his maternal
Erandfather was for many years editor, publisher and part
"I6r of the San Francisco Bulletin. His father is an in-

-

epengzit farmer in California. ey
+ Wiaybur has advised us that he attended a few
ggetiﬂgs of the American Peace Mobilization and that while
ak © Some small contributions when collections were

®L up at the meetings, he was not technically a member.
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"He said that while he understood that the group was op-
bosed to the Administration's war policy and did not ap-
Prove conscription, he had not considered it as a subversive
organization. We have every confidence in Mr. Waybur's
1qyalty, but feel that the question of further investiga-
tion may be left to your discretion.

"Mr. Raymond Collier has been employed by the Board
Since 192/ and now holds the position of Junior Economist
our Division of Research and Statistics, where he is

°ngaged in the analyses of bank statements, interest and
Short-term money rates. He was born in Virginia, and was
graduated from Central High School in Washington in 1924.
"Mr. Collier has advised us that he has no knowledge
% of the organizations which are reported to have his name
% OR their active indices; that he has neither attended any
Meetings nor made any contributions whatsoever to their
@use, and thet he is unable to understand why they would
’ Ve his name on their indices. We have every confidence
| Mr. Collier's loyalty and feel that the matter requires
5 10 further attention or inquiry."
)
|

Approved unanimously.
Letter to Mr. Hill, Vice President of the Federal Reserve Bank
of p
hiladelp’hia, reading as follows:

tep ;In accordance with the request contained in your let-
Mento September 24, 1941, the Board approves the appoint-

of R. A. Sanders as an examiner for the Federal Reserve
of Philadelphia. Please advise us of the effective date."

Approved unanimously.
Telegram dated September 27, 1941, to the Presidents of all of
& Fog
®ral Reserve Banks reading as follows:

| disconReg‘ W-83. Section 3(a)(2)(B) permits purchase or

| WL of 2/-month note if note was signed after September
ﬁgant to pre-September commitment.

Pre_gg imilarly, where contractor and home owner have made

anlc Plember contract for repairs to be financed by a benk,

Sven ?ﬁy finance the repairs on terms provided in contract

unt, Ough request for financing is not presented to bank

after September 1."

Approved unanimously.
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Telegram to the Presidents of all of the Federal Reserve Banks

r .
Sading as follows:

. ggeg. W-84. The ?oard has received several questions
Regziai?g the application of sections 4(f) and 5(c)(1) of
o 2my ion W, which become effective October 1, 1941, and
ri e to the 'statement of transaction' required in connec-
o n with extension of instalment sale credit or instalment
an sredit. The answers are given below:
requirlé It is ?ot necessery thet all of the information
o :f by section 4(f) or 5(c)(1) ?e incluqed on a single
two oo paper, but.lf parts of the information appear on
tachos gore sheets it is necessary that these sheets be at-
s oy ogether, and that copies of all of them be given to
S igor together. The statement referred to in these
fbas nn:, and the copy required to be given the customer,
"g be identical in form.
Rl + It is not necessary that the particular termi-
Dric§¥ u?ed in the regulation ('bona fide cash purchase
he stét deferred balance', and 'time balance') be used in
aing thement of trgnsaction, as long as the statement con-
he for e required information. When the contract is in
| Plicablm of a lease agreement, such terminology as is ap- b
! zs:g a lease, giving the corresponding information,
| : P aggi The bone fide cash purchase price of a particu-
e ShownCIe and accessories, including relevant taxes, may
Partg as a total without being itemized into various
(1) tﬁe Alt@ough section 4(f)(2) requires itemization of
referredaztICIG’ (2) the accessories and (3) the services
tenizeq g in the section, the items themselves may be
rice thaz thout steting the portion of the total purchase
arq equi relates to each. Accessories which are stand-
itemizedpment for the article need not be individually
single g; and a group of accessories which are sold as a
Ment o aosﬁigy the manufacturer may be shown in the state-
f n °
| Same 4. The itemization for a new automobile follows this
to T pai’ and need not show separately the matters referred
As ing ica:gl‘aphs 1 through 4 of Part 3(a) of the Supplement.
dieate ed above, however, the accessories should be in-
5' and so should the relevent services.
Credi éub¥n the case of an extension of instalment sale
Seetion 4(%e°t to section 4 of the regulation, item 2 under
requires that the statement of transaction
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"show the bona fide cash purchase price of the article——the
Price at which the seller would sell the article for full
cash payment-—even though the sale will be made at a 'time
price' which includes carrying charges.

"6. The information referred to in each of the seven
Paragraphs of section 4(f) must be set forth, and it is not
Sufficient that an item of information may be obtained by
mathematical derivation from other information in the state-
Ment. However, if the interest or finance charge is not
included in the face amount of the obligation but is an
additional amount calculated pursuant to an arithmetic
formila plainly set forth in the statement, paragraphs 5
&nd 6 do not require this amount to be shown in dollars
and cents or to be included in the statement of the time
balance.

"7. In any case in which a State law or local regula-
tion requires that sales taxes be shown separately or re-
Quires in any other respect more detail than that required
by Regulation W, the regulation does not prohibit such fur-
ther itemizing."

Approved unanimously.

Letter to Mr. Hult, Assistant Cashier of the Federal Reserve

°f Boston, reading as follows:

"Your letter of September 13 presents two related in-
Qiries regarding the applicability of Regulation W.
"The first question deals with finance companies and
Insurance agents engaged in financing insurance premiums.
he insured agrees to pay for the premium in instalments,
2nd the finance company pays the insurance company in full
sut of its own funds when the contract is made. The in-
SUrance agents sometimes pay in full at that time, and
Ometimes become personally liable to the insurance com-
Py at that time although they actually pay later.
by "Tou point out that the insured naturally regards the
8Nsaction as the purchase of insurance on the instalment
Bural and since insurance is not a listed article, the in-
ed woulq regard the transaction as not covered by the

?: tion. On the other hand, !'instalment sale credit'
i defineq as an extension of instalment sale credit which

SZlI{ade 'by any seller'. The finance company is not the
Ty and therefore the credit is instalment loan credit,
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"and is subject to the Regulation unless the amount exceeds
$1,000. The same is apperently true with respect to premi-
ums financed by the insurance agent, although the nature of
the contractual relationship between the agent and the in-
Surance company might affect the result.

"The memorandum from Federal Finance Corporation which
Jou enclose points out that the contracts usually run for
less than a year, but the Regulation is causing hardship
because the monthly instalments aggregate less than $5 per
month,

"Objections to the $5 minimum have been received from
other sources. The matter is receiving consideration, and
you will, of course, be advised promptly of any action taken.

"The other question relates to rendering companies,
Wholesale drug companies, and others, who finance the pur-
| Chase of fixtures for individuals wishing to go into busi-
f 188s. In one typical case the renderer had a pre-existing
&rrangement with the fixture company whereby the renderer
88reed to purchase from the fixture company the instalment
S8les contracts arising out of the sale of the fixtures.

We understand your letter correctly, the purchaser of
the fixtures delivers waste materials to the rendered, and
Pays directly to the fixture company the difference between

® Value of the waste materials and the amount of the in-
Stalments due under this sale contract. The fixtures are
Dot listed articles. :
the "In this case the credit is extended by the seller of
SellfiXtures, even though, as you say, it appears thg;tthe
- ter would not have been willing to extend the cre ex—~
stp for the agreement by the renderer to purchase the in-

lment obligations. Since the instalment sale credit does

g;: involve a 1isted article, the Regulation is not applica-

"One of the enclosures with your letter was a copy of

b letter £rop Jeremiah S. Jeremiah regarding a client of
clgt§h° appears to be engaged in financing the purchase of
Some ®S. He gives to prospective purchasers his order on
ordg Store. The purchaser goes to the store, presents the
ora > @nd receives the article. The store later sends the

a;ger to r. Jeremiah's client, who pays the store the
j 2§ Mt of the order less a 10 per cent discount. The store
8 paid ip

J one payment, but the purchaser apparently pays
| pe;r sremiah's client in instalments. This case would ap-
or rto involve an extension of instalment loan credit,
Wwith S8sons similar to those discussed above in connection
the finance company which finances insurance premiums.
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"It is hoped that the above discussions will assist you
in answering the inquiries which you are receiving, and we
shall be glad if we can be of assistance in connection with
any further inquiries."

Approved unanimously.
Letter to Mr. Hodge, Assistant Counsel of the Federal Reserve
of Chicago, reading as follows:

"Reference is made to your letter of September 9, 1941
Vith which you enclosed a copy of a letter from the American
National Bank and Trust Company of Chicago regarding Groups
D and E under Regulation W.
"As indicated in Interpretation W-51, the classifica-
'household furnaces!, etc., does not include piping,
ducts, radiators, convectors, or registers instelled in con-
Bection with such equipment, although these items may fall
“1t§in the classification of materials and services referred
© 1n Group E, In other respects, the Board agrees with
YOUr View that the installation charge of a furnace is part
°f the bona fide cash purchase price when installation is
§art of the sale, but that if the furnace is sold by one
®8lstrant and installed by another Registrant as a separate
cranSaction, the installation charge is not part of the pur-
856 price of the furnace and hence does not require a down
Payment,,
Chan T¥ 18 to be noted, of course, that such installation
lSarges may fall within Group E, and hence be subject to the
Te months! limitation on maturity even though they do not
Quire a gown payment ."

tion

Approved unanimously.

Telegran to the Presidents of all of the Federal Reserve Banks

Tega.
ﬂdlng 88 £011own;

tion ;In order to facilitate public understanding of Regula-
Pract. the Board, as you know, has departed from its usual
Wel ace’ by considering questions based on hypothetical as
tine b: 8Ctual cases. This has consumed a great deal of
tergne USe ordinarily it hes been more difficult to de-

® the possibilities of a hypothetical question then



9/29/11 ~10-

"it has been to provide an answer to a question presenting
the facts of a single case. Moreover, the time taken to
answer such inquiries has diverted the attention of a very
small staff from the pressing need of considering important
amendments which practical experience has shovn necessary.
"The Board, however, does not wish to limit the amount
of advice and assistance that it can render to the Federal
Reserve Banks and their Branches in meeting the problems of
administration with which they are confronted because it is
fully aware of the fact that they must bear the brunt of
direct contact with the trade and the public and because
the manner in which they deal with the persons who may be
affected by the regulation determines the success of its
administration. At the same time, much of the preliminary
Work of interpretation and explanation of the regulation
| has been done and it is believed that the time has come
| When the Board may properly ask for the cooperation of your
officers in discoursging the submission of questions which
do not present the facts of actual cases. Your assistance
in this direction will be greatly appreciated."

Approved unanimously.

Thereupon the meeting adjourned.

%;Q;rm LX} AN LD

Secretary.
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