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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Friday, January 16, 1942, at 10:30

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
Mr. Thurston, Special Assistant to the

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

of Research and Statistics
Mr. Paulger, Chief of the Division of

Examinations
Mr. Parry, Chief of the Division of

Security Loans
Mr. Thomas, Assistant Director of the

Division of Research and Statistics
Mr. Cagle, Assistant Chief of the Division

of Examinations
Mr. Roland Robinson, Associate Economist,

Division of Research and Statistics
Mr. Dembitz, Special Assistant in the

Division of Security Loans

ALSO PRESENT: Mr. F. B. Hubachek, Consultant in the Consumer
Credit Control Unit of the Office of Price
Administration

MI'. Ransom stated that, in consultation with representatives of
the Or 

rice of Price Administration, consideration was being given to

eh°rtening the maxim= maturities of instalment credits prescribed by

RegUlati
Consumer Credit, and that one of the problems which arose

in that connection was whether, if the present maximum maturity of 18
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months were reduced to 15, section 8(b) of the Regulation should be

amended to require in option 2 that a consolidated obligation shall

Provide for a rate of payment which is (a) at least as large per month

as the rate of payment or payments on the outstanding obligation or ob-

ligations being consolidated would have been for the month commencing

on the date of consolidation, and (b) larger to whatever extent may be

necessary in order to repay the consolidated obligation within 12 months,

instead of 15 months as required by the option in its present form. He

also stated that, if the raaximurn maturities prescribed in the Regulation

were reduced and the requirement of 15 months in section 8(b) were left

unchanged, the Board's action would amount to a departure from the basis

Upon Which the present requirement of 15 months was based, and that he

had invited Mr. Hubachek to be present at the meeting today for the pur-

Po" of stating the views of the Office of Price Administration on this

Pclint so that the Board would have the benefit of these views when the

matter was
presented to it for decision.

At Mr. Ransom's request, Mr. Parry read a brief memorandum

Which he had prepared setting forth the arguments for and against re-

the present limitation in section 8(b) from 15 to 12 months.

Hubachek then made a statement of the reasons for the recommenda-
tic),
" of the Office of Price Administration that the maximum maturity

Prescribed y
b Regulation W be reduced from 18 to 15 months, as well as

the -- ,.eaQ
-°ns for the position of the Office that the limitation of 15
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months in section 8(b) should not be reduced at this time. Mr. Parry's

memorandum and a transcript of the substance of Mr. Hubachek's comments

have been placed in the files.

Following a brief discussion, Messrs. Parry, Thomas, Robinson,

Dembitz, and Hubachek withdrew from the meeting.

Mr. Morrill stated that yesterday Mr. Evans, of the Bureau of

the 
Budget, called on the telephone and said that, with two or three

exceptions, the Government departments and agencies in Washington were

increa sing the hours of work of their employees to 44 hours per week,

beginning January 26, 1942, by adding one hour to each workday in the

Week 
except Saturday, and that, because of the relation of any action

that the Board of Governors might take in that direction to the trans-

Portation
problem, the Budget Bureau would like to be advised of what

the Board proposed to do. Mr. Evans also stated, Mr. Morrill said,

that the greatest congestion in the area surrounding the Board's build-

ing in the morning was between the hours of 8:00 and 9:00, and that
if the Board should increase its hours it would be preferable for its

official hours to begin before 8:00 a.m. or at 9:00 a.m. or later. Mr.

14°1'1111 made the further statement that, if an hour were added to the

Pl'esent workday, the official hours of the Board would be from 9:00 a.m.
to Airy,

P.m., with an hour for lunch, that it was possible that the

en1Ploy.e
--es might prefer some curtailment of the luncheon period with a

cc3rresP°nding earlier hour of closing, that he had discussed the matter
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with Mr. Draper, and that Mr. Draper and he suggested that the em—

Ployees be canvassed to determine whether they had any preference. It

was pointed out that practically all of the Government departments and

agencies in Washington allowed a half hour for lunch for their employees

and that their official office hours were determined on this basis. Mr.

Morrill also said that Mr. Evans stated that the practice of staggering

°I'll*" hours in the various departments and agencies of the Government

'would be continued in order to meet the traffic situation.

Mr. Draper stated that it would be his suggestion that the

elq10Yees be polled to ascertain whether they would prefer a luncheon

Period of 30 minutes, 45 minutes, or one hour, with a corresponding

closing hour of 5:30, 5:45, or 6:00 p.m.

Al]. of the members of the Board were in agreement that the

8°ard Should conform to the general policy of other departments and

agencies of the Government of increasing the working hours to 44 hours

Per week, and there ensued a discussion of what the official hours of

the &m.rd should be and whether the suggestion should be followed of

ascertaining any preference that the staff might have as to the length

°f the luncheon period. Some of the members were of the opinion that

3° ilinutes was too short for the luncheon period and that a majority
Qf the

employees would prefer a period of 45 minutes and a closing
hour 0,,

5:45 p.m, to one hour for luncheon with a closing hour at
6:00
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At the conclusion of the discussion,
Upon motion by Mr. Draper, it was voted
unanimously to increase the working hours
of all of the full-time members of the
Board's staff to 44 hours per week, ef-
fective January 26, 1942, and it was de-
termined that, beginning on that date,
the official hours of the Board should
be from 9:00 a.m. to 5:45 p.m., with a
luncheon period of 45 minutes, on all
workdays except Saturday, and that on
that day the official hours should be
from 9:00 a.m. to 1:00 p.m.

There was then presented a memorandum addressed by the Staff

Personnel Committee to the Board's Personnel Committee under date of

Deceinber 27, 1941, in which reference was made to the policy adopted

by 
the Board on November 7, 1941, with respect to (1) the release of

er4131°Yees for employment elsewhere in the Government and (2) assent by

the Board to the examination and certification of Board employees by

the
Civil Service Commission.

With this policy,

The memorandum stated that, in accordance

several requests of minor employees for consent to

their "amination and certification by the Civil Service Commission
had b

een submitted to and approved by the Board, that under date of De-

cerriber 8, 1941, Mr. Goldenweiser submitted a recommendation that consent
be .

glven to the examination and certification of Mrs. Barbara S. Depen-

draftsman in the Division of Research and Statistics, for the

Posit.°n of Architect U68, that this recommendation presented the first
bord-

-1'.1.1ne case under the Board's policy, and that the Board's Personnel

ecitmilittee requested Mr. Clayton to suggest some standards or definitions
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on the basis of which a determination could be made as to what con-

stituted a "professional or technical position" or a "position requir-

ing special training or experience". The memorandum also stated that

this matter was considered at the request of Mr. Clayton by the Staff

Personnel Committee at a meeting on December 26, 1941, when it was

agreed unanimously to recommend to the Board's Personnel Committee

that the policy of the Board be changed to read as follows:

"Except in special cases where the circumstances
appear to justify such action, the Board will not assentto negotiations by other branches of the Government with
employees of the Board or to the release of such employees
for the purpose of employment elsewhere in the Government.All requests for the Board's assent to such negotiationsor release shall be submitted to the Staff Personnel Com-
mittee by the division head with a recommendation in each
case and a statement as to whether the employee could be
replaced readily and whether the work of the division
would be affected seriously by his release. Upon consid-
eration of these, the Committee shall submit the requestto the Board with a recommendation as to the action tobe taken by the Board. The Board realizes that its em-
Ployees are free at all times to resign outright if they
Wish to do so, but it should be understood that if an em-
133:0yee does resign for the purpose of accepting a position
With another Government agency without the consent of the
Board such action might prevent his subsequent reemploymentby the Board.

"The Secretary and Assistant Secretaries of the Board
are hereby authorized, upon request by an employee of theBoard, to assent on behalf of the Board to the employee's
e amination and certification by the Civil Service Commis-
T.1c)n, with the distinct understanding with the employee,
''`) be set forth in the letter advising him of the Board'sassent, that he will not accept a position covered by the
examination with another Government agency without firsttob.taining the consent of the Board of Governors and that
.he action of the Board in giving its consent to the exam-

and certification does not imply in any sense that

65
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"it will give its consent to the employee's acceptance
of such a position if tendered to him."

Before this meting, the recommendations of the Staff Personnel Com-

mittee had been approved by the Board's Personnel Committee, and Mr.

McKee had requested that the matter be discussed at a meeting of the

Board.

Mr. McKee stated that he questioned whether the recommended

Policy would be effective in furthering the career system within the

Fede„1
Reserve System which had been favored by the Board, whether

the 
Pc'lioy would not encourage the suggestion that the Board be placed

under Civil Service, and whether the Board was justified in adopting

a Pol icy which Would permit of examination and certification by the

Civil 
Service Commission of any or all of the Board's employees with-

that the individual cases be submitted to the Board for

c°nsideration of the circumstances involved in each case. He said he

felt if.
--would be helpful for the members of the Board to continue to

ecnsider the individual cases as they arose and that he would favor the

continuation of that procedure.

During the discussion which ensued, Mr. Ransom stated that he

felt h e would have to vote against the proposed action for the reason
that h

e favored a policy which would permit employees to take Civil
Servi

ce or any other examinations that they might wish without any in-
terfe_
'ence whatsoever by the Board, and that, in order to maintain the

Moral-
of the staff and to further the career system, he would interpose
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the least possible restraint on any employee wishing to accept another

Position. He said he would like every member of the staff to feel that

if he wished to accept another position the Board would not stand in

his Way but instead, when his decision was made, would be of assistance

to hi 
In. Chairman Eccles, after discussing the arguments for and against

the action proposed, expressed agreement with Mr. Ransom's position

and stated that if the Board's present policy were rescinded that ac-
„,

tio” in effect, restore the policy that had prevailed prior to

4 few months ago.

Mr. Szymczak suggested that, in view of the apparent differ-

ences of opinion on the part of the members of the Board, the matter

might be referred back to the Personnel Committee for reconsideration

in thel--1ght of the discussion and for a further recommendation to the
Board.

During a discussion of Mr. Szymczak's
suggestion, Mr. McKee moved that, instead
of approving or referring back to the
Personnel Committee the recommendations
of the Staff Personnel Committee, the
Board rescind the policy adopted at the
meeting on November 7, 1941.

Mr. McKee's motion was put by the
chair and carried, the members voting as
follows: Messrs. Eccles, Ransom and McKee
"Aye"; Messrs. Szymczak and Draper "No".

The above action was taken with the
understanding that, while the future policy
of the Board would be not to object to the
transfer of an employee to another depart-
ment or agency of the Government or the ex-
amination and certification of an employee
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by the Civil Service Commission, the divi-
sion heads should keep in close touch with
the personnel situation in their respective
divisions with the thought in mind that
valuable members of the Board's staff
should, as far as possible, be given ap-
propriate encouragement and recognition
so that they would be more willing to re-
main with the Board.

In accordance with this action, it
was agreed unanimously that no objection
should be interposed by the Board to the
release of Philip M. Kaiser, junior econo-
mist in the Division of Research and Statis-
tics, for employment by the Board of Economic
Welfare, or to the examination and certifi-
cation by the Civil Service Commission of
Mrs. Barbara S. Depenbrock for the position
of Architect U68.

68

Mr. Ransom referred to a memorandum addressed by him to the

Board under date of January 10, 1942, relative to a conference which

he had had with Messrs. Morton Bodfish and George West, representing

building and loan groups, with reference to bills which had been in-

trod
ticed in the Senate and House of Representatives to amend the Na-

ti°11&1 Housing Act, the Federal Home Loan Bank Act, and the Home Owners'

Loan Act of 1933. The memorandum, which had been circulated among the

Members of the Board, read in part as follows:

"Messrs. Bodfish and Nest stated that their purpose
in calling on me was to express the hope that we would
analyze the new legislation and see if there was any pos-
?ibllity of reaching an agreement with us on the points
ln controversy between the proponents of these bills and

Board. They expressed the further hope that the groups
interested, both in proposing the legislation and those
°P°sing it, might reconcile their differences and I got
'"e impression that they were holding out the olive branch
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"in advance of any hearing on the new legislation.
"1 replied that I could not state the Board's pres-

ent position until such time as the Board had an oppor-
tunity to study the legislation and stated that, if they
wanted to continue discussion of the matter with us be-
fore any hearings, they notify me sufficiently in advance
of any such hearings so that I could arrange a time with
the other members of the Board. This, Mr. Bodfish said
he would do. In the meantime I have ascertained that we
have the usual routine request from the Senate Committee
for a report on the new legislation and, at my request,
Mr. Ulliams has prepared a memorandum on the subject,
Which is hereto attached, and which will call to the at-
tention of the Board members the features which we con-
sidered objectionable in S. 4095 and a comparison of these
Objectionable features with the provisions of the new leg-
islation.

"It is my suggestion that, if any member of the Board
wants to have such discussions as Mr. Bodfish and Mr. West
?uggest, he note his wish on this memorandum while it is
in circulation. I will then ask the Secretary to put the
matter on the docket for the next Board meeting following
the completion of the circulation of this memorandum. If
any Board member has any particular wish in connection with
this legislation, I suggest he communicate this to me."

Mr. Ransom stated that no action appeared to be necessary with

respect to the above matter at this time but that he would suggest that

the Legal Division be requested to keep the Board advised of the fur-

ther consideration given by Congress to the proposed legislation so that

the Board would be prepared to take such action as circumstances might

require,

Mr. Ransom's suggestion was approved
unanimously.

Mr. Ransom also referred to a letter received by the Board from

14r. w.1,.
14-1.1ams, President of the Federal Reserve Bank of Philadelphia, un-

der d
e'L'e of January 9, 1942, transmitting a memorandum which discussed
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the problem of utilizing surplus funds of business firms for war financ-

ing. A copy of the letter and memorandum had been sent to the office of

each member of the Board before this meeting. No action was taken with

respect to the letter or enclosure, it being understood that an oppor-

twlitY Would be afforded to Mr• tilliams to discuss the subject matter

°f the memorandum with members of the executive committee of the Fed-

eral Open Market Committee in Washington next week.

Mr. McKee stated that the Federal Reserve Bank of San Francisco

had advised that steps were being taken to organize the Peoples Bank

in Lakewood Village, Los Angeles County, California, that the State au-

thorities would not issue a charter to the institution until arrange-

Illents had been made for insurance of its deposits, and that the organ-

izers had applied for membership in the Federal Reserve System. Mr.

14c1Cee referred to a letter received from Mr. Clerk, First Vice Presi-

dent of the Federal Reserve Bank of San Francisco, under date of January

6' 1942, enclosing a copy of a report of investigation of the proposed

bank and its organizers from which it appeared that there was need

for banking facilities in Lakewood Village and that the capital stock

f the new bank would be adequate and its management satisfactory. Mr.

MelCee stated that Mr. Clerk had advised that the executive committee

°I* the Federal Reserve Bank of San Francisco undoubtedly would approve

the aPPlication if submitted to it, but that before presenting the ap-

Plieation to the committee he would like to know whether the Board
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would approve the application if forwarded to it for action. Mr.

McKee also said that the reason for Mr. Clerk's question was that

there was apparently a close association of some of the organizers

or the bank with Transamerica Corporation interests, which suggested

the
Possibility that subsequent to its organization the bank might be

acquired directly or indirectly or controlled by Transamerica Corpora-

for the purpose of establishing banking offices in localities in

which Bank of America National Trust 8: Savings Association does not now

have 
branches and can not establish them because of the position of the

°trice of the Comptroller of the Currency that it will not approve the

estab
lishment of additional branches by

added that, should the proposed

terests for the purpose

w(Xad be faced with the

tent of branches by the

balik'Should be admitted
that 

reason,

Tran
Eamerica

Of 
the needs

that
) on the basis of available information with respect to the bank

alld it
8 Prospective management, he felt that if the application were

811bmitt

bank

the national bank. Mr. McKee

be acquired by Transamerica in-

of expanding its banking offices, the Board

problem whether it mould approve the establish-

State bank, and that the question whether the

to membership at this time was important for

particularly in view of the fact that the capital of

Corporation had not been considered adequate to take care

of its existing subsidiary units.

In response to an inquiry from Mr. McKee, Mr. Paulger stated

ed to the Division of Examinations it would recommend that it
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be approved, and that if the Board should decide not to give its ap-

proval the decision would have to be based on the special circumstances

r
eferred to by Mr. McKee.

Mr. McKee said that, in view of the fact that the deposits of

the new bank would be insured automatically upon its admission to mem-

bershiP, the decision of the Board was of interest to the Federal Deposit

Insurance Corporation, and he raised the question whether the matter

4111d be discussed with that Office before a decision was reached by
the 

Board as to its own position in the matter. During the discussion,

a cilleetion was also raised whether the matter should be discussed with

the Comptroller of the Currency, and it was stated that the Comptroller
In 

recent years had not taken such matters up with the Board. Mr.

14e4e stated that he felt the circumstances justified taking the case

1113 with the Federal Deposit Insurance Corporation before the application

was Presented to the executive committee of the Federal Reserve Bank

f San Francisco for recommendation to the Board.

Point.

The other members of the Board con-
curred in the position taken by Mr. McKee,
and it was agreed unanimously that he would
discuss the matter with the appropriate
representatives of the Federal Deposit In-
surance Corporation, following which Mr.
McKee would resubmit the matter to the Board
for further consideration.

Messrs. Paulger and Cagle withdrew from the meeting at this
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Chairman Eccles stated that yesterday Mr. Day, Chairman of

the Presidents' Conference, called on the telephone and inquired whether

FebrusrY 2 and 3, 1942, would be satisfactory to the Board for a meet-

ing of the Presidents' Conference, and that he had stated to Mr. Day

that he would discuss the matter with the Board and call him back.

It did not appear to the members of the Board that there was

anY Pressing necessity for a meeting of the Presidents' Conference at

this time, although there was no objection if the Presidents desired

it. It was suggested that, inasmuch as it would be necessary to hold
an 0- .

4-ganization meeting of the Federal Open Market Committee in March

arid give Presidents were members of that Committee, so that, if a
Pre 4

Q4-dents' Conference were held at the time indicated by Mr. Day,

the Presidents would have to make another trip to 'Washington in March,

it might be advisable, in order to avoid the necessity for the two

tl'iPs within a short period, to defer the Presidents' Conference until
the 0

rganization meeting of the Federal Open Market Committee.

73

P'Yment

the p
ederal Reserve Banks. Mr. Szymczak stated that this matter was

It was agreed that Chairman Eccles
would communicate this suggestion to Mr.
Day, making it clear that if the Presi-
dents wished to have a meeting on Feb-
ruary 2 and 3 the Board would have no
objection thereto.

Mr. McKee inquired what consideration was being given to the

of supplemental compensation to the Board's employees on some

similar to that approved by the Board on October 3, 1941, for

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



P°1i0Y of the Government had been determined, the Board should

131‘°111PtlY give favorable consideration to whatever plan was adopted

1/16/42 
-15-

discussed by the Staff Personnel Committee on January 1, 1942, when

it was agreed that Mr. Szymczak, who had asked the Committee to con-

eider the matter, should be advised that it was the view of the Staff

Personnoe'l Committee that (1) under the existing procedure, whereby

division heads submit salary recommendations to the Board from time

to time and make periodic reviews at least once a year, the competi-

tive 
situation in Washington growing out of war conditions could be

met, 
and (2) that it would be inadvisable for the Board to adopt any

Plan for paying supplemental compensation to its employees on a basis

*II-liar to that approved for the several Federal Reserve Banks or other-
wise 

1 
,.
0r the purpose of meeting rising living costs until after the

13°11cY of the Government had been established, but that, if and when
the

for

41'
--"J-in Currie and Mrs. Eleanor Myer would expire on January 16,

1942 u
• "e stated that he had discussed the matter with Mr. Currie,

who v
las still serving as an administrative assistant to the President,

employees of other Government departments and agencies.

At Mr. Szymczak's suggestion, it
was understood that a memorandum of the
Staff Personnel Committee's action would
be circulated among the members of the
Board.

Chairman Eccles called attention to the fact that the leaveor absence 
without pay granted by the Board on January 14, 1941, to
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And that Mr. Currie had said that he would appreciate it if the Board

Should see fit to extend the leave without pay for a further period.

Thereupon, upon motion by Mr. McKee,
and by unanimous vote, the Board extended
the leave of absence without pay granted
to Mr. Currie and Mrs. Myer for one year
from January 16, 1942, the date upon which
the current leave of absence expires, with
the understanding that they would be ad-
vised in letters addressed to them that
during the extended period of their leave
of absence no contributions would be made
to the Retirement System by them or by the
Board in their behalf, but, on their return
to active service, and if in the meantime
they had not withdrawn their accumulated
contributions in the Retirement System, the
Board would make such payments to the Re-
tirement System as would be necessary to
restore the benefits to which they would
have been entitled as a result of the
Board's regular contribution if their ac-
tive membership in the Retirement System
had continued, and they would also make
such payments to the Retirement System as
would be necessary to provide the benefits
to which they would have been entitled as
a result of their regular contributions
if their active membership had been con-
tinuous.

There were presented telegrams to Messrs. Sanford, Post, Hays,
and 

04hard, Secretaries of the Federal Reserve Banks of New York,

Prestd.

ent of the Federal Reserve Bank of Dallas, and Mr. Hale, Sec-

Cleveland, and Chicago, respectively, Mr. Caldwell,
Chairm

an of the Federal Reserve Bank of Kansas City, Mr. Gilbert,

retapl,

-4 °I' the Federal Reserve Bank of San Francisco, stating that
the 

Board approves the establishment without change by the Federal
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Reserve Bank of Kansas City

q -San Francisco on January

Icirk, Cleveland, Chicago, Kansas City, Dallas,

januarY 15, 1942, and by the Federal Reserve Bank of Philadelphia to-

of the rates of discount and purchase in their existing schedules.

Approved unanimously.

At this point Messrs. Thurston Wyatt, and Goldenweiser 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

Pecieral Reserve System held on January 15, 1942, were approved unani-
11101181y.

th

-17-

on January 12, by

13, by the Federal

he Federal Reserve Bank

Reserve Banks of New

and San Francisco on

Memrandum dated January 13, 1942, from Mr. Parry, Chief of

Division of Security Loans, recommending that the salary of Otto
H. Branic,

$1,440 per

Secreta-rY, recommending that Bishop Hart, messenger in the Chairman's
Office

1942, 80 that he might re-enter active duty with the United States
ArlIV
' and that he be granted the benefits provided in the policy adopted

Yh  the

a messenger in that Division, be increased from !',1,320 to

annum, effective January 16, 1942.

Approved unanimously.

lqemorandum dated January 13, 1942, from Mr. Nelson, Assistant

' be granted leave of absence without pay beginning January 30,

Board on November 14, 1940, and amended August 20, 190, for all
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ell1P1°Yees entering military service, except that, inasmuch as Hart

was paid one month's unearned salary when he previously left for mill —
tarly. .
-4 Serrlee, it was not proposed to make any payment to him of un-

earae4 .
salary in connection with the present leave of absence.

E. Brad-)---ey as Assistant Chief of that Division, to become effective

as of the close of business on January 31, 1942, and recommending that
the re,..,gri

ation be accepted as of that date.

Approved unanimously.

Memorandum dated January 13, 1942, from Mr. Parry, Chief of
the . .

Luvision of Security Loans, submitting the resignation of Philip

The resignation was accepted.

Memorandum dated January 14, 1942, from Mr. Goldenweiser,

-''or of the Division of Research and Statistics, submitting the

'"atIon of Hamilton Q. Dearborn as a junior economist in that

Di1118i°n, to become effective as of the close of business on January

15' 1942, 
and

recommending that the resignation be accepted as of
that date.

azin

•

The resignation was accepted.

Letter to Mr. Keith F. Warren, Publisher of The Bankers Mag-

e' Cambridge, Massachusetts, reading as follows:

1942 "Ttc) s is in answer to your letter of January 8,
Chairman Eccles.

"The impression to which your letter refers, thatcons umer credit regulation is intended to discourage
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"the securing or granting of personal loans of any and
all kinds, is one of which we have been aware for some
time. It is like the idea that instalment selling has
been 'prohibited', an idea that seems to have had some
vogue just after the Executive Order was issued and may
not yet have died out.

"At the same time, it has not seemed to the Board
that it would be advisable to issue any special statement
With a view to clarifying public understanding of the
points in question -- largely for the reason that the
line between 'wise' and 'unwise' borrowing depends so
'Mich on the circumstances of the particular case. In
fact it would be so difficult to distinguish, that such
a statement might do more harm than good, possibly by
casting doubt on the sound principle that this is a good
time to keep out of debt."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks, read-
trig as follows:

"As you know, under date of December 19, 1941, the
President of the United States issued an Executive Orderestablishing the Office of Censorship. In addition to a
1,..1r,ector of Censorship and a Censorship Policy Board the
Tter establishes a Censorship Operating Board consisting
ul re

presentatives of such agencies of the Government asthe 
Director of Censorship shall specify. Under date of

December 23/ 1941, a request was received from the Director
o 

2 Censorship that the Board of Governors designate a rep-
!'-ssentative on the Operating Board and in response to this

hat 
the Board designated Governor Draper to serve in

0,  capacity. In his announcement of the members of the
'crating Board, the Director of Censorship stated:

'The Operating Board is the means by which
the Office of Censorship utilizes the specialized
activities of these agencies in the censorship of
irt::111-:4,ional communications. For example, the

Department furnishes expert assistance
in the censorship of articles passing through

Bureau of Customs.'
Section 3(c) of the Trading With The Enemy Act pro-
Communication by any means with an enemy or an aLly
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"of an enemy unless the communication is licensed or ex-
empted. By an Executive Order dated October 12, 1917, the
authority to issue licenses and exemptions was conferredby the President upon the Secretary of the Treasury and
the latter was authorized to designate other agencies to
carry out the authority with respect to licensing and ex-
emptions vested in him. On December 24, 1941, the Secre-tary of the Treasury signed a designation vesting in the
Office of Censorship the authority to issue licenses and
exemptions in connection with communications with an enemyor an ally of an enemy and this designation was approved
1,?Y the President on December 26, 1941, thus vesting in ther
? 

ice of Censorship all of the outstanding operating au-4 rity with respect to censorship matters. Under the au-
thority of the designation above referred to the DirectorOf 

Censorship has issued a license to the Federal Reserve
ank of New York to communicate by radio and cable with

.certain foreign central banks and a similar license cover-
mail communication is in process.
"Copies of the President's Executive Order creatingthe Office of Censorship and the designation signed by the

Secretary of the Treasury are enclosed with this letter.
"Should any questions arise at your Bank with respectto 

censorship, we shall be pleased to have you forward

17oto - the Board of Governors for consideration, and, if
easearY, for submission by Governor Draper to the Officeof 
Censorship."

Approved unanimously.

Letter to Mr. Paulger, Chief of the Division of Examinations,
l'eading a8 

f011OWS:

st "Paragraph number 7 of section 5240 of the United
Acajes Revised Statutes (section 21 of the Federal Reserve
thej 

as amended, provides that the Board of Governors of
;ederal Reserve System, at least once each year, shall°rder an

examination of each Federal Reserve Bank.Bo_ 'lin 
accordance with this provision of the law, the

tr'rd orders that at least one examination of each of the
al'elve Federal Reserve Banks be made during the year 1942,I
d the Board authorizes and directs you to institute and
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"conduct such examinations at such time or times as may
seem advisable in your judgment."

Approved unanimously.

Thereupon the meeting ad ed.
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