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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Tuesday, November 4, 1941, at 2:10

P.m.

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

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Wyatt, General Counsel
Mr. Wingfield, Assistant General Counsel

ALSO PRESENT: Mr. Edward E. Brown, President of the Federal
Advisory Council

Mr. Robert M. Hanes, Member of the Executive
Committee of the Federal Advisory Council

Mr. McKee stated that it had come to his attention that the

Secunitiss and Exchange Commission and the Investment Bankers Associa-
tion
, working with the Chairman of the House Committee on Interstate and

'4-gn Commerce, had been conferring on certain amendments to the Se-

el-Ill-ties Act of 1933 and the Securities Exchange Act of 1934, that as a

tiesIllt of these discussions printed reports had been submitted by the
i,Secur .
-ules and Exchange Commission and the Investment Bankers Association

th
respect to the proposed amendments, and that at least three of

amendments were of interest to the banks and Federal supervisory
agenc.

1". He said that the first of these amendments, which had been

1:11'°13c)secl by the Investment Bankers Association and was not opposed

by the Securities and Exchange Commission, would change the definition

Public offering of securities so that, with certain exceptions, a

or

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



1536

11/4/41 -2-

Private offering of securities would be subject to the Securities Act

if made in amount in excess of ?31000,000 and with a maturity of more

than five years and if the securities were sold in whole or in part to

any organization which held itself out as regularly receiving funds

frclal investors, policy holders or depositors, and which invested its

funds in 
substantial part in securities. The second amendment, Mr.

4c1Cee said, would subject banks to investigations by the Securities and

4thange Commission and to criminal penalties for violations of a pro-

Posed provision making it unlawful for any issuer, by use of the mails

or in interstate commerce, to send to its stockholders a report con-

taining any statement which was false or misleading with respect to a

rnaterial fact. The third,with certain exceptions, would make pension

funds of a corporation, including a bank, subject to the provisions of

the Securities Act, the theory being that through the plan the corpora-

tion wassellg securities to its employees.

Mr. McKee said that he understood that the House Committee was

h°1ding hearings on these and other proposed amendments, and was pro—

ceeding on the basis of hearing all of the testimony on each amendment
before 

taking up the next, that Messrs. Brown and Hanes were in Wash-

as representatives of the American Bankers Association to testify
tomo„

'row or the next day on the first of the three amendments above re-
ferraA

toy and that they would like to discuss the matter with the
Boards

twee,
" representatives of the Securities and Exchange Commission and the

Mr. Brown reviewed briefly the history of the discussions be-
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Investment Bankers Association in the development of the amendments

Proposed by them and stated that the banks were most concerned with

the change which would make private offerings of securities subject

to the provisions of the Securities Act, that they also felt that they

sh°111d not be made subject to investigation by the Securities and Ex-

change Commi ssion, but that there was a division of opinion as to the

desirability of the amendment relating to pension plans. He made the

further statement that the American Bankers Association would prefer

to have the first amendment eliminated entirely but that if it were to
be reta. e

in d they would suggest that the word "depositors" be eliminated

so that the revised definition would not apply to banks, but that the

Securities and Exchange Commission was not willing to adopt either of

the 
suggestions. He added that the Federal Deposit Insurance Corpora-

tion
" and the Comptroller of the Currency were opposed to the amendment

of the fl,efinition of a public offering of securities and would be willing
tO i,.

With the Board in a statement of opposition.

the B
Mi. McKee stated that yesterday afternoon he and members of

oardes staff discussed the matter with Francis Brown, Counsel

t°11 the Federal Deposit Insurance Corporation, and J. Lewis Robertson,
Assi.,

ant Counsel in the Office of the Comptroller of the Currency, and
that 4,

." was understood at the conclusion of the conference that the

eentatives of each of the three agencies would undertake to commit

Positions to writing and that a further conference would be held

their
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for the the purpose of determining whether a statement could be prepared

Upon which the three agencies could agree.

There ensued a discussion of the procedure that should be fol-

lowed in the circumstances, during which there was read an excerpt from

a House Committee print of a report of the Securities and Exchange Corn-

Under date of August 7, 1941, setting forth the comments of the

C°Mmission with respect to the proposed amendment relating to the defi-

nition of a public offering of securities. Mr. Brown stated that it

Ilas felt that the Investment Bankers Association was about ready to

bandon its position on the amendment and that if a strong position

were taken against it by the bank supervisory agencies it would be

(11'°13Ped, and that for that reason it was important that the position

or the three Federal bank supervisory agencies be filed while the hear-

On the amendment were being held.

Chairman Eccles raised for discussion the question whether it

w°/11°1 be more effective to take a position on the matter at this time

'31' at some later time when it could be determined whether there was any

likelihood of the amendment being acted upon and when it might be op-

more 
 

effectively, and Messrs. Brown and Hanes stated that the bankers

hoped that the Federal bank supervisory agencies would state their posi-

ti°n at this time.

the L
At the conclusion of the discussion Mr. McKee suggested that

egal Division be requested to prepare a single statement relating
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to the the three amendments referred to during this meeting and also a

separate statement covering each of the amendments, so that, as agreed

Upon at the conference of the representatives of the Federal bank super-

visory agencies yesterday, it would be possible, if such action should

be found to be desirable, to present a statement on the amendment of

the definition of a public offering while the hearings on that par-

ticular amendment were being held.

Mr. McKee's suggestion was approved
unanimously.

At this point Messrs. Wyatt, Ungfield, Brown, and Hanes left

the meeting and the action stated with respect to each of the matters

hereinafter referred to was then taken by the Board:

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

Pederal Reserve System held on November 31 19411 were approved unani-
Mousiy..

8osto

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

111 reading as follows:

1010 "Reference is made to your letter of October 24,
submitting the request of the Depositors Trust Com-

PanY, Augusta, Maine, for approval of the establishment
°I* a branch at Skowhegan in connection with the purchase
2.! assets and assumption of deposit liabilities of the
rlrst National Bank, Skowhegan, Maine.

"In accordance with your recommendation, the Board
tPProves the establishment and operation by the Depositors
114:11st Company, Augusta, Maine, of a branch at Skowhegan,

upon the consummation of the proposed plan as sub-
':Itted under which the Depositors Trust Company will pur-

se certain assets and assume the deposit liabilities
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"of the national bank, provided that the establishment
of the branch be approved by the appropriate State author-
ities. This approval is given with the understanding
that counsel for your bank is to be satisfied as to the
legal aspects of the transaction."

Approved unanimously.

Letter to Mr. Robert F. Smith, President of The First National

of Millburn, Millburn, New Jersey, reading as follows:

"This will acknowledge your letter of October 21,
1941, addressed to Chairman Eccles with reference to a
rumor regarding the proposed establishment of a new bank
or a branch in the Short Hills section of the Township
of Millburn.
. "The only information we have received regarding

this matter is that contained in your letter. Should
the matter come up for consideration by the Board through
an application of a State member bank for permission to
establish a branch in the Township of Millburn or an ap-
Plication for membership in the System made by the or-
ganizers in behalf of a proposed new State bank in that

views. 
you will be given an opportunity to present your
It is suggested that you discuss the matter with

he Federal Reserve Bank of New York, where such an ap-
plication would be filed and first reviewed, and you may
be assured that your views will also be given full consid-
eration by the Board in passing upon such an application,
should one be submitted."

Approved unanimously.

Telegram to Mr. Coffey, Federal Reserve Agent at the Federal Re-

tank of Minneapolis, stating that, subject to the condition set
t°rth •

In the telegram, the Board of Governors of the Federal Reserve
SYste,'4 authorizes the issuance of a general voting permit, under the
Provi

81°ns of Section 5144 of the Revised Statutes of the United States,
to

4)11.k Shares Incorporated", Minneapolis, Minnesota, entitling such
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°/'ganization to vote the stock which it owns or controls of "The

Marquette National Bank of Minneapolis", Minneapolis, Minnesota, and

the 
"University National Bank of Minneapolis", Minneapolis, Minnesota,

at all meetings of shareholders of such banks, and that the period

within which a permit may be issued pursuant to the authorization

contained in the telegram is limited to thirty days from the date

cf the telegram unless an extension of time is granted by the Board.

The condition contained in the telegram upon which the permit was au-

thorized was as follows:

"Prior to issuance of general voting permit authorized
herein, applicant shall execute and deliver to you in
duplicate an agreement in form accompanying Board's let-
ter X-9385, except that (a) paragraphs numbered 1, 2, 4,
and 5 shall be omitted and remaining numbered paragraphs
,.Ppropriately renumbered, (b) all lettered paragraphs and
Introductory sentence immediately preceding them shall be
omitted, and (c) the following shall be inserted as an
additional numbered paragraph: '4. That the undersigned
possesses, free and clear of any lien, pledge, or hypothe-
,?ation of any nature, readily marketable assets other than
'ank stocks in an amount equal to 25 per centum of the ag-
gr,gate par value of bank stocks controlled by it as to
which there is statutory liability imposed upon the holders

such bank stocks plus 12 per centum of the aggregate
Par value of all other bank stocks controlled by it; and
that the undersigned will comply with the requirements of
subsections (b) and (c) of section 5144 of the Revised
Statutes of the United States on the basis that its net
:arnings have been such that compliance now requires the
v"session of readily marketable assets as aforesaid."

Itese,
'Ye Bank of Cleveland, reading as follows:

Approved unanimously.

Letter to Mr. Hays, Vice President and Secretary of the Federal

"This will acknowledge receipt of your letter of
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"October 24, 1941 enclosing a copy of a letter dated Oc-
tober 23, 1941, from the Phillip Carey Manufacturing Com-
pany, Cincinnati, Ohio.

"The effect of Regulation 17 on the mineral wool in-
sulation industry has already been called to our attention
and has been under study for some time. If any exemptions
are made from Group E of the Supplement, it would seem that
mineral wool insulation well deserves serious consideration.
However, there are probably a number of other cases of equal
merit that should be considered at the same time. Attention
is being given to the possibility of separating out from
Group E a number of materials that do not compete with na-
tional defense and it is expected that the matter will have
early consideration by the Board.

"If you have any views on the subject the Board would
be Very glad to receive them."

Approved unanimously.

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

St. Louis, reading as follows:

"The Board has recently received a letter from the
Air Conditioning and Refrigerating Machinery Association,
Washington, D. C. asking about the status, under Regula-
ti°n W, of credit sales of locker storage plants. It is
reported by the association that your bank has ruled that
locker storage plants come within the meaning of 'mechanical
refrigerators of less than 12 cubic feet rated capacity'
Which is Group C-1 in the list of articles in the Supple-
Ment to the regulation, basing your interpretation upon
Ruling W-86 which refers to systems consisting of one or
mOre cabinets and a separate refrigeration unit.

"It has been suggested that the Board should not
Place any credit restraint on the sale of these plants
inasmuch as they are commercial enterprises usually owned
aS a side line to grocery or meat markets, ice or cold
storage plants, or creameries.

"After some investigation of the frozen food locker
-ustry and the nature of the plants, a draft rulingwas

n prepared which reads as follows: 'The classification
,Mechanical refrigerators" does not include refrigerated
-Locker plant systems composed of a group of frozen food
storage lockers which are not individually refrigerated
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"but are installed in a refrigerated room, even though
the individual lockers are of less than 12 cubic feet
capacity.' Since your bank has had this subject under con-
sideration and since there is an important concentration
of locker plants in the Middle West, it would be appre-
ciated if you would give the Board your views on this pro-
posed ruling."

Approved unanimously.

Letter to Mr. B. F. McLain of the Hart Furniture Company, Dallas,

Texas,
reading as follows:

"Mr. R. R. Gilbert, President of the Federal Reserve
Bank of Dallas, has forwarded to the Board a copy of your
letter of October 15 addressed to him concerning Regula-
tion7; dealing with consumer credit. Mr. Leon Henderson,
Administrator of the Office of Price Administration, has
also forwarded to us your letter of October 15 addressed
to him on the same subject.

"It is understood from your letters, particularly
the one addressed to Mr. Henderson, that you believe down
payments with respect to used stoves, radios, washing ma-
chines, etc., should be lower than the down payments on
new articles of the same types.

"The Board has been glad to receive your comments.
Y°ur suggestions will be considered carefully."

Approved unanimously.

Memorandum dated November 3, 1941, from Mr. Nelson, Assistant

Secretary, 
recommending that, inasmuch as the notarial work performed

thp
- office of the Fiscal Agent is confined principally to the needs

Of the 
Board and its employees, the Board authorize the payment of

'°° for premium on bond and t3.92 for the cost of seal in connection
with

"e notarial commission of Miss Josephine Lally, Deputy Fiscal

Agent, who had been requested to obtain a notary commission, and that
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in the future the expense of the notarial commission for Mr. Foulk,

Fiscal Agent, be borne by the Board.

Approved unanimously.

Thereupon the meeting adjourned.
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