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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Thursday, January 8, 1942; at 11:30

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

The action stated with respect to each of the matters herein-

after referred to was taken by the Board:

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

Federal Reserve System held on January 7, 1942, were approved unani-

mously.

Memorandum dated January 6, 1942, from Mr. Goldenveiser, Di-

rector of the Division of Research and Statistics, submitting the res-

ignation of Mrs. Norma F. Wills as a clerk-stenographer in that Divi-

sion, to become effective as of the close of business on January 7,

1942, and recommending that the resignation be accepted as of that

date.

The resignation was accepted.

Letter to Mr. Clerk, First Vice President of the Federal Re-

serve Bank of San Francisco, reading as follows:

"This refers further to your letter of August 3,
1941, with enclosures, requesting the Board's opinion
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"as to whether the balance in a 'differential account'
set up in connection with certain proposed contracts for
the purchase of instalment paper by the Bank of America
National Trust et Savings Association, gives rise to a
deposit liability against which reserves must be carried
with the Federal Reserve Bank.

"The question presented has been receiving our consid-
eration and, as you know, the matter has been the subject
of correspondence between Mr. Wyatt, the Board's General
Counsel, and Mr. Agnew, General Counsel for your bank.
Before making a final determination of the question, we
have deemed it advisable to submit the matter for comment
to the Federal Deposit Insurance Corporation, to which
the question may be of interest, and also to another Fed-
eral Reserve Bank, in view of the fact that it appears
that one of its member banks may be following a somewhat
similar practice.

"We will, of course, advise you further in this mat-
ter as promptly as possible."

Approved unanimously, together with
a letter to the Federal Deposit Insurance
Corporation, reading as follows:

"The Board of Governors has been asked to pass upon
the question whether the balance in a 'differential account'
set up in connection with certain proposed contracts for
the purchase of instalment paper by the Bank of America
National Trust & Savings Association gives rise to a de-
posit liability against which reserves must be carried with
the Federal Reserve Bank.

"In this connection we enclose herewith for your in-
formation a copy of a letter dated August 8, 1941, received
from Mr. Clerk, First Vice President of the Federal Reserve
Bank of San Francisco, together with copies of its enclo-
sures. We also enclose a copy of a letter from Mr. Wyatt,
the Board's General Counsel, to Mr. Agnew, General Counsel
of the Federal Reserve Bank of San Francisco, under date of
September 4, 1941, and a copy of Mr. Agnew's reply dated
October 16, 1941, together with copies of the enclosures
therewith. We have prepared a draft of a proposed letter
to Mr. Clerk, copy of which is enclosed, which contains a

tentative expression of our views in the matter.
"No question has been raised with the Board as to

whether this account represents a deposit which must be
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"included in the assessment base for the purposes of sec-
tion 12B of the Federal Reserve Act, but it would seem that
this question necessarily exists and it is possible that it
may be raised at a later date for your consideration. In
the circumstances, we feel it appropriate to inform you of
the matter and we will be glad to have the benefit of any
comments that you may care to offer before we advise Mr.
Clerk of the Board's views on the question which has been
presented to it."

Unanimous approval was also given
to a letter to Mr. Sproul, President of
the Federal Reserve Bank of New York, in
the following form:

"The Board of Governors has been asked to pass upon
the question whether the balance in a 'differential account'
set up in connection with certain proposed contracts for
the purchase of instalment paper by the Bank of America Na-
tional Trust & Savings Association gives rise to a deposit
liability against which reserves must be carried with the
Federal Reserve Bank.

"In this connection we enclose herewith for your in-
formation a copy of a letter dated August 8, 1941, received
from Mr. Clerk, First Vice President of the Federal Reserve
Bank of San Francisco, together with copies of its enclosures.
We also enclose a copy of a letter from Mr. Wyatt, the
Board's General Counsel, to Mr. Agnew, General Counsel of
the Federal Reserve Bank of San Francisco, under date of

September 4, 1941, and a copy of Mr. Agnew's reply dated
October 16, 1941, together with copies of the enclosures
therewith. We have prepared a draft of a proposed letter
to Mr. Clerk, copy of which is enclosed, which contains a

tentative expression of our views in the matter.
"A statement is contained in the American Banker for

Saturday, December 28, 1940, which indicated that the Na-

tional City Bank of New York was following a practice some-
what similar to that of the Bank of America in this respect.
Accordingly, before the Board expresses its views in this

matter, we will appreciate it if you will ascertain whether
the National City Bank is following a similar practice,
and,if so, whether the amounts involved are classified as

deposits for reserve purposes; and we will be glad to have
any comments that you and your Counsel may care to submit

regarding this subject and our proposed letter to Mr.

Clerk."
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Telegram to the Presidents of all the Federal Reserve Banks,

reading as follows:

"For your confidential information consideration is
being given to amending Regulation 1W promptly on two prin-
cipal lines: (a) adding to number of listed articles and
(b) increasing required down payments and shortening maxi-
mum maturities. General purpose is to support the Govern-
ment's war and anti-inflation programs both by further cur-
tailing consumer demand for listed articles and by further
reducing volume of consumer credit outstanding.

"Present plan contemplates two amendments of which
the first will add to the list a few 'critical' articles
with respect to which it is now thought desirable to dis-
courage postponable civilian purchases in order to pre-
vent the development of shortages in such articles as
are of direct importance for military purposes and other
uses essential to the war program. This amendment is
deemed desirable by OPA in furtherance of both its pro-
gram and that of OPM. This amendment is to be processed,
negotiated, and acted upon with utmost possible speed to
become effective within possibly two weeks from this date.
Contemplated release date for second amendment if adopted
will very likely be February 2 with effective date Feb-
ruary 9.

"In order to expedite action procedure will be in-
augurated which will not involve having trade send repre-
sentatives to Washington but will involve asking Reserve
Banks to contact trade (1) as part of the Reserve Banks'
preparation for submitting their own comments to Board
and (2) for the purpose of collecting from trade written
comments which Reserve Banks will forward to Board. This
applies particularly but not exclusively to relations with
national trade associations, each of which will be contacted
by Reserve Bank in whose district association has its head-
quarters.

"We plan to wire you tomorrow giving details regarding
proposal for first amendment which will probably relate to
such articles as cameras, projectors, clocks, and watches,
and will probably involve required down payment of 40 per
cent. Details are now in process of being worked out in
consultation with OPA."

Approved unanimously.
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Mr. Clayton suggested that the Board authorize the payment

Of the cost of a luncheon served in the Board's dining room today to

Mr. Dave H. Morris, Jr., Assistant Secretary of the Treasury.

Approved unanimously.

Thereupon the meeting adjourned.

Secretary.

Chairman.
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