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A meeting of the Board of Governors of the Federal Reserve

SYstem was held in Washington on Wednesday, December 10, 1941, at
11:12 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice 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. Thurston, Special Assistant to the

Chairman
Mr. Wyatt, General Counsel
Mr. Goldenweiser, Director of the Division

of Research and Statistics
Mr. Vest, Assistant General Counsel
Mr. Gardner, Senior Economist, Division of

Research and Statistics
Mr. Hansen, Special Economic Adviser, Divi—

sion of Research and Statistics
Mr. Kindleberger, Associate Economist,

Division of Research and Statistics

ALSO PRESENT: Mr. Adolf A. Berle, Jr., Assistant Secretary
of State

Mr. Goldenweiser stated that the joint economic committees°I* 
'4410,1da, a..

Liu the United States had been discussing certain problems\lhich 
had arisen in connection with maintaining an adequate supply of

"change in Canada, that Mr. Hansen, Chairman of the UnitedStatee
''ommittee, and Mr. Berle who is an occasional member of thatec)klitt
ee, had been discussing the matter, and that this meeting hadbeell c

411ed to afford Mr. Berle an opportunity to discuss some of hisDersonal .
views as to how the problem might be met.
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Mr. Berle stated that there were in existence agreements be-
tween the United States and Canada which were undertaken to keep the

economies of the two countries in balance during the period of the

ela ney and possibly thereafter, that one of the of thesepurposes

agreements was to try to prevent the Canadian currency situation from
getting out of balance in relation to our
to the

joint committee
range and a long-range

which Canada would
the

condition might be

position was that it
Itself 

of 
lend-lease

is8 g 
additional Can

1414esirable results, i
the 

United States b
charige for that purpos
04 the 

United Stat
its 

foreign debt which it had

adian bonds,

ncluding the almost

y Canadians because of the unavailability of ex,

e, and that if Canada had to draw increasingly

es for war

own, that it became apparent

after considering the matter both from a near-

viewpoint that a situation might readily arise

lack dollar exchange, and that when the war ended

COMB a serious one. He said that the Canadian

did not

aid, but

wish to borrow money abroad or to avail

that it did not have any objection to

that this policy had had certain

complete stoppage of travel

supplies it would have either to increase

tried to avoid, depreciate its currency,
°IiI*11.4 out of dollar exchange altogether.14.81-8 of 

present 
information,

SUChthings as the restriction of Canadian travel in this country,

for his bringing the matter up at this time was so that

be prepared to meet the problem before it arose,

that the 
reason

this
e°1antry could

Mr. Berle added that, on the

the problem was not a pressing one except
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4nd that in the circumstances the suggestion had been made by the

Joint 
Committee that an endeavor be made to explore ways and means

by 
Which the situation could be met in the light of the Canadian

P°11cY of not wishing to incur further foreign debts and the fact that
4 slabstantial source of dollar exchange comes from Canada's

cilli°11 Which might be shut off by the war. He felt that because of
the close 

relations between the two countries the most effective ac—
tion would be to amalgamate the

of ccsurse, would be impossible politically, that in these circumstances
the question might be explored whether anything could be done by the
ecteral Reserve System through open market operations in Canadian
eurities, and that a suggestion had come
the 

Canadian 
securities

by the
Presort

powers

During
'tahat in this entire matter
eNztlittee and not as a
4130 said that he had

P411111ent 
which was

hizant of the 
problem.

tO 
the 

problem in

rnade

Federal

—3—

currency systems of both, that this,

from another

gold pro—

source that

were payable in gold the purchase of such

Reserve Banks might conceivably be within

of the System to deal in gold and bullion.

se—

if

se—

the

the course of his statement, Mr. Berle made it clear

he was speaking as a member of the joint

representative of the State Department. He

not discussed

represented

the matter with the Treasury De—

on the Joint Committee and was cog—

He added that he felt an approach might be

one of the ways suggested in a limited way
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as an 
experiment without raising at this time the broad long-range

aspects of the problem that might be involved.

Ur. Hansen expressed the opinion that if a beginning could

be made along the lines proposed it might have very broad possibili-

ties of developing machinery through the central banks and be ex-
trema., .

alliportant as a means of meeting post-war problems.

Chairman Eccles
tag 

mechanism in this

Ivciald have to undergo
the 

System into closer
that 

occurred the problem

eatisfactorily by the System,
Intght 

require 
legislation which

Mr. Berle expressed the
the North 

American continent might
PlIrPoses, and perhaps for all politicalthat if 

Canada should get into troublethe 
United 

States would have tobe in the 
fof some kind of

Which would be 
borrowed in0 that 

substantially the
pc'eal except by a more

Chairman Eccles

expressed the feeling that the central bank-

country, with its privately-owned Reserve Banks,

some very fundamental changes which would bring

collaboration with the

under consideration

the

same

and

Government, that until

could not be handled

that what ASS proposed by Mr. Berle

would meet with strong opposition.

personal

well

lend

opinion that during the war

become one for all economic

and military purposes as well,

from an economic standpoint

assistance, which probably would

loan by the Treasury the funds for

form of bonds in the American market,

result would be obtained as by his pro-

circuitous route.

said that SO long as there were two sovereign
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Powers it mould not be possible to have a single monetary system, that

without that the problem mould have to be met by an extension of credit
or a provision of funds in Some other manner, and that it was not the
Place of the Federal Reserve System to undertake to meet that problem.

I4 response to an inquiry from Mr. Berle as to why the problem could

not be met by the central bank, Mr. Eccles stated that the System did
rl°t have the funds with which to make an advance which might not be
repaid, and that the whole question was related to the economic rela-
tions of the two countries and involved the questions of tariff policy,
e34ftange 

rates, and other matters over which the System had no con-trol.

In 
response to an inquiry

411101ints that might be needed
141% 

Kindleberger stated
Woilld be maintained it
Joint Co

mmittee as of
Of 36 

million dollars
deficit of 88 million
kit 

that if 
certain orders

a14°11vIt 
required in the fiscal

Or el' 
nated 

entirely.

in r
esponse to an inquiry from Chairman Eccles,

t lf the United States should make advances against holdings

atateci the.

from Mr. Goldenweiser as to the

to provide Canada with dollar exchange,

that on the assumption that gold production

had been

September

estimated by a subcommittee of the

30, 1941, that there would be a deficit

in the fiscal year ending April 1942 and a

dollars in

for

the fiscal year ending April 1943/

Canadian goods were continued the

year 1943 might be substantially smaller

Mr. Berle
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the
Present 

arrangement action by the System would result in two
e

agenc4_
-3-s of 

Government operating in the field of exchange stabiliza-tion 
to 0 whIch the Treasury would object.

In response to an inquiry from Mr. Berle as to whether study

12AC041
—6—

in Canada of American securities the immediate situation would be
illet for some time to come, but that that would only delay rather than
sollm the problem.

Chairman Eccles referred to the effect that the purchase of
Canadian 

securities by the Federal Reserve Banks might have on the
4111er1can credit situation and to the lack of the necessary funds in

the Federal Reserve System for transactions of this kind, and sug-
gested that the matter should be handled through the stabilization
1\141 operated by the Treasury. He added that the question in his mind
'4'8 whether the Federal Reserve System should undertake any operationsor the kind

Under discussion when the responsibility for stabilization
°f 

fore1lgn exchanges was in the Treasury. He felt that if the Federal
serve 

System had the responsibility for operating the stabilization
the 

problem might well be handled by the System but that under

Iyae bein

g given to the changes that should be made in the central bank-ilVstruot,_
''e to enable it to handle problems arising under the new

riot ,
'Leel 

that
sufficient work was being done in that field.

kr. 
Berle said that he felt the System was a magnificent in--4ent
‘-;r1 could be used to meet some of these problems, that it

c°11dition
s that were developing, Chairman Eccles stated that he did
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sholad be given added powers to check inflation to the extent that
that was not being done by taxation and other means, and that consid-

eration might be given to a bill which would remove the Federal Reserve

Banks from private ownership if it was felt that that needed to be
done.

-7-

Mr. Goldenweiser expressed the opinion that the stabilization
'fund was 

available for experiments such as that proposed by Mr. Berle,

that in these circumstances it would not be wise for the Federal Re-
"'e System to act in the matter without conferring with other agenciesO f Gov

ernment, but that there should be Some joint decision on the mat-ter 
'41Q 
n„._,

the 
respective roles of the different agencies of Government

assigned for meeting the situation.

Mr. Berle stated that the Joint Committee had taken the matter
lap with the Board first because it seemed to be a matter in the System's
ield, and that it would be taken up with the Treasury.

There 
followed a discussion of the powers of the Federal Reserve

t ° make advances to foreign central banks in the form of purchases

()!
that 

was done by the New York Bank for the purpose of assistingcertain v.

-Quropean countries to return to the gold standard and that the
""116rit

Y was clearer for action in this form than in any other.

ticm 
Ur. McKee inquired whether it was expected that similar ques-- ,

arlse in connection with nations south of the United States,a.nd t

and bills of exchange, and Mr. Wyatt stated that in the

erle replied that the Inter-American Bank was designed to meet
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that situation and that at the moment there was no problem there be-
cause the volume of war purchases had been such that there
dollar 

exchange in the southern countries.

In a further discussion of whether the purchase of bankers'

acceptances or bills of exchange would satisfactorily meet the situa-tion,
Mr. Berle made the statement that he felt that that would be a

Means of meeting the

solution would have to be

Chairman Eccles
rtinds were placed in
ties or 

acceptances

necessary powers to
alld 

that such powers
be adopted.

the

12/10/41

was ample

present problem but that eventually a satisfactory

found for the major problems involved.

pointed out that if a substantial amount of

the money market through the purchase of securi-

it would be necessary for the System to have the

control the inflationary effects of that action,

were an essential part of any program that might

141'' McKee inquired whether, if Mr. Berle intended to talk with
fiLl eurY and 

possibly others about the matter, it would be helpfulto him to have a 
memorandum of what the System could do under its ex-

ifting powers, and Mr. Berle replied that such a statement would be very
and that if prepared it should be sent to Mr. Hansen as1*(* the 
Committee for the United States.

It was understood that Messrs.
Goldenweiser and Wyatt would undertakethe 

preparation of such a memorandum.

** Berle made the further statement that he felt a solutionProblem 
should be sought now for the reason that it was possible

Of the

Chairman
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hat it would arise in other quarters and that if it were not adequately

t our military position might be very seriously affected.

Chairman Eccles commented that the central banking
Ir°111c1 be the best possible mechanism for use in

lea continuing organization in a position to carry out

e(Iniunction with the Administration without having to get special legis-
lation for 

everything that is done, but that in order to take action inthis field 
it should have the necessary powers to meet the

nlprletary situation as well as the effects of action in the
Picture, and that up to the present time these powers
t;I rl the 

Treasury and the Federal Reserve System.

Mr. Berle concluded his comments with the suggestion that itmight be 
possible to meet the immediate problem without being in a po-stqn

-n of adopting a pr

418e' and that, if the
40t be

met in the case
States from an 

economic
t° Meet it 

anywhere.

Chairman Eccles concurred in Mr. Berle's statement but felt thatthe 
possibilities should be looked into as fully as possible for the

tle"(311 that 

be 
it would not be possible to work out a program that would

adequate 
without 

foreseeing the possiblealld that he was 
referring to that phase

this

mechanism

situation as it

a program

were

in

international

domestic

divided be-

ogram to meet all of the questions that might

problem of a shortage of dollar exchange could

of Canada, which is so much like the United

and political standpoint, it would be difficult

implications of that program,

of the matter at this time, not
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Meeting.

-10-
because he was opposed to taking any action until the System had the

necessarY powers to meet the situation fully, but to indicate the need

f°1' some fundamental changes in the central banking mechanism and in the
approach 

to the whole problem.

The 
discussion was concluded with statements by members of the

Board that they appreciated very much Mr. Berle's interest in the matter
and that they would be glad to cooperate in the solution of the problem.

Thereupon, Messrs. Berle, Hansen, and Kindleberger left the

Mr. tyatt referred to the letter addressed by the Board onOcto
ber 16, 1941, to the Presidents of all Federal Reserve Banks en-

closing a copy of a letter sent to Chairman Eccles by the Attorney
Genel'al of the United States requesting advice as to any measures inc°nnection

with the defense activities of the Federal Reserve Systemwhich we 
could foresee would require State action. Mr. Wyatt stated

that Complete 
replies to the Board's letter had not yet been received,and 

that 
another letter had been received under date of December 401941, 

from 
Lawrence U. C. Smith, Chief of the Special Defense unit of

lativ

the 
Npartment of 

Justice, requesting (1) copies in draft form of legis-
e Pr°13"als relating to national defense which the Board might wish

to °ffer' and (2) that, in the event State legislation or State adminis-
tve 8.cti011 ia suggested by the Board, someone in the Board's organ-14.tic'n be 

designated to work with representatives of the Council of
riam
State 

Governments and the 
Cooperating Committee. Mr. Wyatt stateder that it was doubtful whether any of the suggestions received
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rroin the Federal Reserve Banks were of sufficient importance to take
then' up at this time but that a letter might be addressed to Mr. Smith
Mitch would request an opportunity to present suggestions later in the
event occasion should arise in which it would be desirable to do so.

s IlYatt concluded his statement with a comment that yesterday after-
noon he 

telephoned Mr. H 'lton, General Counsel of the Reconstruction
P'inance corp oration, with reference to the matter and was advised by himthat

the Corporation would have no legislation to propose.

*. McKee suggested that Mr. Wyatt might also confer with the
Genel'al Counsel for the Federal Deposit Insurance Corporation to seewhat, if

any, action was being taken by that agency in the matter.

At the conclusion of the discussion,Upon motion by Mr. Ransom, it was agreed
unanimously that a letter along the linesproposed by Mr. Wyatt would be sent to Mr.Smith upon approval by Mr. Szymczak.

Secretary's note: The letter sent to Mr.Smith today in accordance with the aboveaction was in the following form:
cemh "This will acknowledge receipt of your letter of D?-of--er 4/ 1941 with reference to the offer of the CouncilstaState 

Governments to assist Federal agencies in securingthZ legislative or administrative action considered byfort. 
to be helpful in relation to the national defense ef-

tobl "Upon receipt of the Attorney General's letter of Oc-to r: 7) 1941 on this subject, the Board addressed lettersadvre Presidents of all Federal Reserve Banks requestingtio ce.°f any problems arising in their districts 311 connec-strith the defense program7which might be alleviated bye legislation or administrative action on the part of
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"the State authorities, and particularly whether it would
be possible to suggest any State legislation which would
facilitate the financing of subcontractors having subcon-tracts arising out of the defense program. This was done
because the operations of the Federal Reserve System aredecentralized on a regional basis through the twelve Fed-eral Reserve Banks, which are, therefore, in more directcontact with problems of this nature than is the Board of
Governors and because, at the request of the Advisory Com-mi:ssion to the Council on National Defense and theExecu-
17e Director of the Supply Priorities and AllocationBoard, the Federal Reserve Banks have been assisting those°rganizations and the Tar and Navy Departments in connec-tion with the placing and financing of contracts arisingout of the defense program.

"In response to the Board's inquiry, the Federal Re-rye Banks have suggested several items of State legisla-
which might be of some assistance in facilitatinge,lnancing of contractors and subcontractors in con-With; the national defense program; but completeesponses to the Board's inquiry have not yet been re-ceived from all the Federal Reserve Banks and the Boardnot had an

T:lon to the 
opportunity to give sufficient considera-

suggestions which have been received to enableto 
determine whether any of them have enough merit torra t a definite recommendation that they be adopted.su,_. "The Board will give further consideration to this4,uJec!, and may 

idesire to communicate with you further"1-a.c'tc.lecides to recommend State legislation or administrativeT,in connection with the national defense program.wliIhe Board decides to submit any such recommendation, itavaila that time designate a member of its staff to be
of 4,.taiDle to work with the representatives of the Councilt;_e otate Governments and the Committee of your office in" further consideration of such recommendations."

At this point Messrs. Thurston, Wyatt, Goldenweiser, Vest, and,qer
eft the meeting and the action stated with respect to each ofthemevve

r8 hereinafter referred to was then taken by the Board:
The

minutes of the meeting of the Board of Governors of theeoverai ,es
a erve System held on December 9) 1941, were approved unani-11'°'81y.
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Memorandurn dated December 3, 1941, from Mr. Goldenweiser,
rector of 1 the Dsion of Research and Statistics, recommending that
the following

aPrved:

Di-

increases in salaries of employees in that Division be

Name

Baur, 
Helene P.DYer, Helen R.

Vincent, Helen
Reehlinc, Ruth H.Taylor, Alice U.
ob

insonEvans, Ethel L.lI 

HrveY A.aJudith M.

411s,hburn, 

 
Norma F.Tem

l:sbury,
G 

Elizabeth P.Ford, . 
ElizabethScott, 

Mavis N.-)rgess, 
Caroline M.sser, 

Eleanor M."oarllett, 
Lucill

Colints, 
earnett, M. 

ElizabethCatherine 1.1.l'arls, L ise E.Glaser, 
ouVera R.c/11.1ltz, Rose H.

SITindlehurst, 
Alicey.,eztolini, 

Josephinezohlin, 
,Afary Hedda1-13'ller, 

Kathryn StevensGaither, 
Aana 

Margaret8.gue, Cora Jean
IiiII'1.41'ririgton, 

MarY 
Jane

.T 
st--L, 

Gretchen
1-(011ston, 

Margaret'10-1-1Y, 
1\lancy B.41'2°n, 
Louise H.

),

'10/'elle, 
VdlellYn

4 
1°n, 

1..sie T.'404,'.3.) 
Isabelle N.

DesipIlation
Salary Increase
From To

Clerk
Library Assistant 2,200 2,300
Clerk 2,200 2,300
Clerk 2,100 2,200
Clerk 2,100 2,200
Clerk 2,040 2,200
Library Assistant 2,000 2,160
Clerk 1,980 2,500
Clerk-Stenographer 1,980 2,100
Clerk 1,920 2,040
Clerk 1,900 2,200
Clerk-Stenographer 1,900 2,040
Library Assistant 1,860 1,980
Library Assistant 1,860 2,040
Clerk 1,800 1,920
Clerk 1,800 2,000
Clerk 1,800 1,980
Clerk-Stenographer 1,800 1,980
Stenographer 1,800 1,980
Clerk-Stenographer 1,800 1,980
Clerk 1,800 1,920
Clerk 1,440 1,560
Clerk 1,440 1,680
Clerk 1,440 1,620
Clerk 1,440 1,620
Library Assistant 1,440 1,620
Clerk 1,440 1,620
Clerk 1,440 1,620
Clerk-Stenographer 1,440 1,680
Clerk-Stenographer 1,440 1,620
Clerk 1,440 1,620
Clerk 1,440 1,680
Clerk 1,440 1,620
Clerk 1,440 1,620
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ngIale: (Continued)

Rumsey, Elizabeth V.
Stewart, Maxine GladWilson, LucileVan Brake, 

RaymondNewton, James Harvie

-14-

Designation
Salary Increase
From To

Clerk $1,440 g1,620
Clerk 1,440 1,620
Clerk-Stenographer 1,440 1,620
Messenger 1,320 1,440
Messenger 1,200 1,260

Approved unanimously, with the un-
derstanding that the increases would be-
come effective on December 16, 1941.

Memorandum from Mr. Wyatt, General Counsel, recommending that
813Proval be given to an extension of annual leave of not to exceed tenclay

s for Miss Mary F. Tesh, a stenographer in the Office of General Coun-sel 
with the 

understanding that the leave will be deducted from leavethat 
will accrue in 1942.

Approved unanimously.

Letter to Mr. McLarin, President of the Federal ReserveAtlanta
3 reading as follows:

pore "The Board of Governors approves the change in theas re4=4”sification plan of your New Orleans Branchin your letter of December 5, 1941.11

Approved unanimouslv.

take

ahip

Bank of

"Bank of Lake Mills",

Wisconsin, stating that, subject to conditions of member-
n*ered 1 to 3 contained in the Board's Regulation H, the Board813Proves

uhe
SYstek,,, 

"A s application for membership in the Federal Reserve
ta -'1c1 for the 

appropriate amount of stock in the Federal Reserve

Letter to the board of directors of the

Ilk or Chicago,

. Approved unanimously, for transmis-sion 
through the Federal Reserve Bank ofChicago.
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Letter to Mr. Fleming, President of the Federal Reserve Bank of
Cleve 

lend, reading as follows:

Hays recently sent us the letter of November
1941, from the President of the Ohio Association 

of

-1:11surance Agents, Inc., addressed to you in regard to sec-
±)n 4 (f) (5) of Regulation 1%, which states that the4-:mount of any insurance premium for which credit is ex-usnded and of any finance charges or interest by way ofdiscount included in the principal amount of the obliga-ti°11, or the sum of these amounts, must be set forth in4 Ivritten statement, of which a copy is required to begiven to the obligor.

Pedp,-e 

Dakin drew the conclusion from this that the
tleserve System is sanctioning a procedure which

:t
'flsurance Department of the State has condemned andated that the membership of the Ohio Association of In-:nee Agents had adopted a resolution urging an amend-

the he to the 
regulations to require the setting forth ofatZ insurance premium as a separate amount. He also calledof !ntion to certain rulings issued by the Superintendent-Lnsurance of Ohio.

Boa,:As You kn underlying ow, one of the derlying thoughts of thebe 

sed 
with respect to Regulation W was that it should notre  as a means for the imposition of requirements uponoftrants which were not necessary to the accomplishmentin tqsmail? Objectives of the Executive Order and it waslation ,sPirlt that this and other provisions of the Regu-terlt, liere drawn. On the other hand, it was not the in-as s'L

all

c)fl of the Board that its Regulation should be treateda8 jui9ning improper practices or, in the instant case,tion s'IfYing a failure to furnish to the buyer the inform-Srto 

ht 

tea_utjstliZice which appears to be required by the
Therefore, it has occurred to us thatOf takIrrl-ie the matter up with the State Superintendent

"Jl
corninsurance for the purpose of ascertaining his views con-Ura positio hin taken by the Ohio Association of In-to the 1,gents and of making the Board's general approach
th "IZt rer 

clear to him if it is not already understood.er a, be added also that when the question of fur-of recl;;iments to the Regulation is taken up, the matterring an itemization of all charges is one of the
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"subjects which, for these and other reasons, will begiven special attention. You might say also to Mr. Dakinif he has any suggestions to make, you will be glad43 receive them and pass them on to the Board."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks, trans-
"dng forms and instructions in connection with the next call for con-dition

reports of State member banks and their affiliates.

viers:

Approved unanimously.

Letter to Mr. James Fox, Sheboygan, V,Isconsin, reading as

:This is in reply to your letter of November 10,1,-,111..Piring about certain studies now being made of prob--0-Le 
Post-war economic problems.As you realize, the Board is continuously makingseqadies of various matters relating to the financial andconomic 

robl situation and the studies being made of post-waris one phase of that program. It is not possibletime to state whether any of the results of these+1,11gles will be published by the Board but in the event,77.are 
released they will appear, or will be referred

1C3,3 

the 
in the 

B 
Federal Reserve Bulletin which is issued monthly°ard of Governors. It is understood that thet;_neteth 
Century Fund has prepared a survey of institu-t

a 

I 
research on American post-war problems which con-

to selected 
bibliography and it may be possible for

Q 
obtain a copy of this publication."

Approved unanimously.

Thereupon the meeting adjourned.

OVed:

Chairman.

Secretary.
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