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A meeting of the Board of Governors of the Federal Reserve

SY,Ttem was held in Washington on Tuesday, February 24, 1942, at 10:30

ceived

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. Smead, Chief of the Division of Bank

Operations
Mr. Parry, Chief of the Division of Se-

curity Loans
Mr. Vest, Assistant General Counsel
Mr. Thomas, Assistant Director of the

Division of Research and Statistics
Mr. Hodgson, Administrative Assistant to

the Chief of the Division of Security
Loans

Mr. Solomon, Assistant Counsel
Mr. Chase, Assistant Counsel
Mr. Bonnar Brown, Special Assistant in

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

Division of Security Loans
Mr. Roland Robinson, Associate Economist

in the Division of Research and
Statistics

ALSO PRESENT: Mr. K. R. Cravens, Special Consultant to the
Board

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

Mr. Ransom stated that after consideration of the comments re-

from the Federal Reserve Banks and after many discussions by

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



2/24/42 -2-

representatives of the Board with representatives of the Office of Price

Administration, other interested Government agencies, Mr. Cravens, and

Others regarding the proposed Amendment No. 3 to Regulation W, there

was sent to each member of the Board yesterday a brief memorandum list-

the principal changes that would be made in the regulation by the

4111endirent, as well as a copy of the text of the amendment. He also said

that he and the members of the staff had worked closely with the Office

of Price Administration and that wherever that Office had made out a

reasonable case for a change in the regulation it was being recommended

for the reason that it appeared that the Board, through the instrument

°f consumer credit control, should lend such assistance as it could to

the Office of Price Administration in the solution of the problems con-

fronting it. He added that, during the discussions which had resulted

in the draft of amendment now before the Board, the Office of Price Ad-

Illinistration had abandoned some of the recommendations which it had

Inade and the representatives of the Board had discarded certain changes

Whi
eu, upon further analysis, it was felt should not be made at this

In connection with the proposed reduction of the over-all matu-

ritY prescribed in the regulation from 18 to 15 months, Mr. Ransom stated

that it had been recognized originally that 18 months was too long in

the case of several articles, and that the Office of Price Administra-

ti 
on felt that the shorter maturity would be a definite help to it.

In response to an inquiry from Mr. Ransom whether the down

PR
Yllints proposed by the amendment were in accordance with the
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recommendations from the Office of Price Administration, Mr. Hubachek

stated that, with the exception of the proposed dawn payment of 20 per

cent on clocks and watches, the Office of Price Administration had made

°I' would make firm written recommendations that the down payments pro-

Posed by the amendment be imposed.

Mr. Ransom then stated that the position of the Office of Price

Atialinistration with respect to increasing down payments and shortening

raaturities in the regulation was stated in the letter received from Mr.

Renderson, Administrator of the Office of Price Administration, under

date of February 20, 1942, but that he would like to have Mr. Hubachek

CUSS these changes at this point. The substance of Mr. Hubachek's

ec3mment was that the program of the War Production Board and the Office

°I* Price Administration would be helped to the extent that the regula-

tion could reduce the demand at the consumer level for the goods re-

cillired by the war effort, that the demand by consumers for goods was

Pls°mptly transmitted to the wholesalers and through them to the manu-

racturer, and that, if that demand could be moderated, the task of the

°trice of Price Administration in allocating smaller amounts of strategic

Illetals to consumers' goods would be made easier. He also said that by

l'eduoing consumer demand existing stocks of goods could be made to last

411ger, and to the extent that that was done the need for more drastic

Measures such as rationing and price fixing could be postponed, more of

the existing consumers' durable goods could be diverted to essential war

131111)08es, and facilities made available for purposes other than to meet

c
lliljan needs.
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Mr. Ransom said that the choice of the Board was whether it

w°11-14 make no amendments to the regulation at this time or proceed to

tighten it as promptly as possible in line with the recommendations now

before the Board. He said that Mr. Szymczak had been working on a pro—

gl'am for enforcement of the regulation and that he and Mr. Szymczak

hoped to be able to report something on this at an early period which

could lead to Board policy and to more effective administration of the

l'egulation as it was tightened. He further said that he considered it

necessary for the Board to give prompt consideration to the question of

41312-Ying some form of restriction to some types of open—book credits in

°1'der to round out the purposes for which the regulation had been adopted.

Ile said that in his opinion the Board should at this time proceed to

4clopt the tightening recommendations now before it and to adopt policies

as
soon as possible on the questions of enforcement and open—book credits.

He
expressed the opinion that to follow any other course might amount

to a virtual abandonment of the regulation, that it was impossible to

forecast now all the purposes for which the regulation might be used in

the future in accomplishing its objectives under the terms of the Presi—

dent's Executive Order, that it might be found quite helpful to other

agerleies of Government dealing with related problems, and that there

17(31-11c1 be no justification for abandoning the use of this mechanism for

el'ectit control under existing conditions.

Mr. Ransom then referred to the proposed change in the regula—

ti 
°n Which would provide for the use of automobile appraisal manuals

a basis for determining the valuation of used automobiles for the
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Purposes of the regulation, and stated that under the present regula-

tion there was no measure by which the valuation of a used car could

be determined, that the suggestion that part of the required down pay-

• On a used car be in cash had been abandoned for reasons -which had

been advanced by the Federal Reserve Banks and the trade, that the only

Other suggestion that had been made as a probable solution of the problem

1743 the use of the appraisal manuals, and that he was ready to recommend

that that course be tried.

In response to Mr. Ransom's request for his comments on this

euggested change, Mr. Cravens stated that some provision in the regula-

tion for a basis upon which used-car values could be determined was es-

Sential as a means of providing machinery in the regulation under which

the terms on used cars could be tightened effectively if that should

appear to be necessary, that up to the present time the terms had been

l'elatively easy but could readily be evaded by the dealer putting any

Price he might wish on the used car being sold, and that if some measure

• U3ed-car values could be provided the terms prescribed by the regula-

ti 
on could be made effective regardless of whether it was found desirable

the future to tighten the regulation or to relax its terms. He then

dLiscussed four appraisal manuals that are national in their coverage and

a"-en regional manuals that might be used by the Board for the purpose

allggested and the manner in which the prices shown in the national man-

• Were arrived at. In connection with the problem of variations in

the 
Prices listed in the different manuals, Mr. Cravens presented a
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temorandum which he had prepared on this subject, and stated that he

did not think the variations (a maximum of './() in the national manuals)

were large enough to cause any particular difficulty from the stand-

P°1-nt of credit control or to afford dealers much opportunity for manip-

Illation of prices.

Following a discussion of the question whether the manuals

could be regarded as tending to fix prices in the used-car field, and

cc)ncurrence in the comment that they merely reported prices at which

care were sold and therefore might be regarded as merely the best avail-

4b1e information as to bona fide valuations of used cars, Mr. McKee in-

whether the Office of Price Administration should not fix prices

°n used cars as it had done on new cars.

Mr. Hubachek replied that the Office of Price Administration

had that power and was prepared to exercise it if necessary, but that

it Was one of the most difficult problems that the Office had to deal

"13 that he did not think what the Board was discussing needed to be

tieA
u to anything that might be done in this field by the Office of Price

nistration, and that because of the complete uncertainty of the

tilture of the used-car market the Office was unable to tell at this time

W
hether the fixing of used-car prices would be necessary. He also said

ill response to a question from Mr. Draper that the Office of Price Ad-

Illinistration would favor the proposal to use the appraisal manuals in

the
manner indicated.

There was also a discussion of the question whether the terms
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Prescribed by the regulation with respect to used cars had any relation

to the problem of prices, and Mr. Hubachek concurred in the statement

that to the extent that the regulation dampened consumer demand, which

was one of its primary purposes, it would tend to keep prices from ad-

Vat-icing.

Chairman Eccles raised the question whether the Board should

illake any change in the regulation at this time with respect to used

aUtomobiles, stating that they do not use strategic metals and, be-

cause of the dwindling supply, the problem was one of allocating that

ellPPly and controlling its price which was wholly within the jurisdic-

ti°11 of the Office of Price Administration. This point was discussed,

alld Mr. Ransom suggested that even in these circumstances Regulation

111 Might continue to be helpful in that it would assist in the job of

rationing or price fixing to the extent that it reduced the demand on

the part of those who were entitled under the rationing system to have

alltomobiles and thereby make the rationing or price-fixing policy more

effective. Mr. Hubachek said that the Office of Price Administration

W°11.1d urge that the coverage of used cars in Regulation Wbe not

abandoned, for the reason stated by Mr. Ransom.

Mr. McKee pointed out that, because of inability to get tires,

4
 
doctor who might need another car might be faced with a situation

ill Which the car he would have to turn in would have little value,

41d that this situation would make it more and more difficult in the

rilture for many people who would be entitled to a car under any
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rationing system to buy one. Mr. Hubachek stated that rationing did

riot imply that a person who was eligible to purchase a car would have

the means with which to make the purchase any more than a mother who,

under a rationing system, would be entitled to purchase food for her

Children would have the money to do so.

There ensued a discussion of the possible future trend of

the used-car market, from which it was evident that because of the

lari.Y uncertain factors affecting the market it was not possible to

8e.,Y at this time whether there would be a strong demand for used cars

or Whether, because of heavy taxes and gasoline and tire shortages,

the demand would be drastically curtailed. Mr. Hubachek said that

because of this situation the Office of Price Administration felt

°°11110elled to withhold a decision on the question of price control or

l'ationing of used cars.

Mr. Ransom stated that there was a question whether this same

situation did not present adequate reasons for deferment of action by

the Board with respect to changes in Regulation W relating to used cars,

but that he was willing to go ahead with the proposed action since the

°face of Price Administration felt that such action would be of con-

8i
derable assistance to it in meeting its problems. Mr. Hubachek sup-

Mr. Ransom's statement with a further comment that the Office

Price Administration would dislike to see the Board abandon credit

controls on used cars, that in January the Office of Price Administration,
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after a very careful review of the situation, recommended that the

Board apply additional credit restrictions on the sale of used cars,

but that subsequently uncertainty developed in the market and the

°face of Price Administration withdrew its request that these restric-

tions be applied. He said also that he would like to make it clear

at this time that the proposal under discussion was not one of in-

creasing or relaxing the down payment now required by the regulation

bUt the adoption of a mechanism which would make the down payment re-

effective.

In connection with Mr. Hubachek's statement, reference was

Made to the proposal to shorten the maximum maturity on outstanding

credit in connection with used-car sales from 18 to 15 months, and he

said that the Office of Price Administration would favor that action.

In a further discussion, Mr. Cravens emphasized the fact that

the use of appraisal manuals would do nothing more than create an in-

t'rulnent which would make the down payment provisions of the regulation

effective with respect to used cars, that it would not amount to the

Etdoption of something new in the used-car field, but instead would con-

stitute a source of price information which had been in use by dealers

and finance companies for years as guides and, therefore, would cause

the least possible amount of dislocation. Mr. Ransom added that the

4doPtion of an effective yardstick would be favorably received by

reputable dealers as a protection to them from competition on the
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Part of dealers who would seek to evade the regulation. Mr. Cravens

made the further comment, that undoubtedly somewhere in the neighbor-

hood of 50 per cent of the dealers would be forced out of business by

the disappearance from the market of new cars and the decline in the

811PP1y of used cars, that an orderly liquidation of dealers was al-

ready under way, that it was likely that the dealers of the highest

caliber would remain in business, and that they should be protected

against the unfair competition that might result unless the regulation

Provided a basis for the determination of used-car values.

Mr. McKee raised the question whether, because of the tire

situation, which would become increasingly serious and -would affect

the value of cars with worn-out tires, the appraisal guides would con-

tirlue to reflect bona fide values. Mr. Cravens indicated that they

W°Iald continue to do so for the reason that only cars with serviceable

tires would continue to be sold and these sales would form the basis

for the figures shown in the manuals.

Mr. Cravens then distributed copies of a memorandum in which

he discussed the proposal for the use of appraisal manuals and to whi
ch

Was attached a suggested draft of amendment to Regulation W to put the

Proposal into effect.

Mr. Ransom requested that Messrs. Parry, Hubachek, and Cravens

etlIqY the language of the amendment and determine whether any changes

herein were desirable.
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Thereupon the meeting recessed and reconvened at 2:40 p.m,

Tlith the same attendance as at the morning session except that Messrs.

Srnead and Vest were not present.

A revised draft of the proposed amendment with respect to the

use of appraisal manuals was read, together rrith Mr. Cravens' memo-

on the subject. The memorandum contemplated that the require-

nlent relating to appraisal guides would not become effective until

P°8sib1y April 1, which would give the Board an opportunity to decide

Which guides it would accept, and that the first acceptance of manuals

ould be a temoorary one which would expire in one or two months, dur-

in irhic21 the publishers would be informed of the conditions which

I*01Ild have to be met for a continuing acceptance of the manuals by

the Board.

In the ensuing discussion, Mr. Hubachek pointed out that at

the present time there is no basis upon which a bank or finance corn-

Pant can determine whether used-car paper presented to it for purchase

l'ePresents a transaction in which the car was over-valued, but that if

the use of appraisal manuals were adopted this no longer would be the

case.

Mr. Parry concurred in Mr. Hubachek's statement. However, he

felt that the same reasons which justified the Office of Price Adminis-

t tion in deferring action on rationing and fixing maximum prices of

118ed cars would justify the Board in withholdin action with respect
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to Regulation V: until it could be determined in what direction the

used-car market would move. He added that if the Board felt that ac-

tion should be taken at this time he knew of no better plan for estab-

lishing a basis of used-car values than the one proposed by Mr. Cravens,

4nd that while there were administrative difficulties inherent in the

Proposal they were not insurmountable.

In connection with a comment by Chairman Eccles as to whether,

because of uncertainty as to the future of the used-car market, action

Should be taken by the Board at this time, Mr. Hubachek expressed the

strong hope on behalf of the Office of Price Administration that it would

be
Possible to avoid price action in the used-car field because of the

almost insurmountable obstacles in enforcing price ceilings, and stated

that Regulation IV in its present form offered an incentive to dealers

t° increase the prices of used cars to offset increased values placed

on cars traded in, and that the adoption of a procedure in Regulation

W .
Ifhlch would make possible the determination of bona fide used-car

italues would tend to hold prices down. For this reason, he felt that

action by the Board would tend to postpone the time when prices of

used 
cars might get out of hand and force the imposition of price con-

trols.

During a discussion of the date upon which the use of appraisal

111"laals would become effective, Yr. Hubachek indicated that the ar-

l'arigement outlined in Mr. Cravens' memorandum would be satisfactory
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to the Office of Price Administration.

Mr. Robinson stated that the adoption of appraisal guides

might have the effect of tightening down payment requirements on older

cars for the reason that the bona fide value of these cars would be

less than the figure shown in the manuals, with the result that in

SOflie cases the required down payment might be as much as 45 per cent.

Pubachekts response to this comment was that, by the same token,

kV maximum prices that might be fixed by the Office of Price Adminis-

tration would have to be based on units in the upper range of quality

a given make and style of car and that he was not at all sure that

the Board should adopt a suggestion made earlier during the meeting

that the maximum credit value be related to maximum prices that might

be fixed by the Office of Price Administration.

Mr. Ransom referred to a suggestion which had been made that

Regulation W be amended to provide that, in the case of any article or

accessory for which the Federal price authorities had prescribed a

Mkximum
retail price, the maximum credit value should in no event ex-

ceed that resulting from a bona fide cash purchase price equal to the

total of such maximum retail price and any applicable sales taxes not

included therein. Mr. Parry stated that there was some question whether

that would be a desirable procedure because (1) it implied the possi-

bilit3r that articles might be sold unlawfully at a price above the

ceiling, and (2) there was a question whether in all cases it would
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be possible for the registrant to determine what the price ceiling

In response to a request from Mr. Ransom, Mr. Parry stated

that the present section 8(b) of Regulation Wprovides that the terms

of an obligation representing the consolidation of instalment credits

Must be such as would be necessary to meet the requirements of the

regulation if the obligations had not been consolidated, or provide

rOr a rate of payment which (1) is 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

°fl the date of consolidation and (2) is larger to whatever extent may

be necessary in order to repay the consolidated obligation within 15

Months. He said that if the suggested Amendment No. 3 were adopted

the over—all maturity prescribed by Regulation Wwould be reduced to

15 Months, and the question was presented whether the period of 15

months prescribed in section 8(b) should be reduced to 12 months or

allowed to remain at 15 months. He added that if the latter course

Were followed it would amount to the adoption of a different principle

thag was followed in connection with Amendment No. 2 when the shorter

maturity was prescribed in section 8(b) for the purpose of eliminating

to some extent certain inequalities that would otherwise exist between

different types of registrants. Mr. Ransom stated that the reason

fel' suggesting that the limitation in section 8(b) be left at 15 months

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



:336

2/24/42 -15-

wa8 that it was felt hardship might be caused in connection with

certain remedial loans if the terms were reduced below 15 months.

Cravens stated that for the reason referred to by Mr. Ransom he

would prefer to leave the limit in section 8(b) at 15 months.

Chairman Eccles referred to the broad changes that had taken

Place, since the consideration of Amendment No. 3 was first undertaken,

with respect to the possible future supplies of consumers' durable

goods, and stated that in the light of these changed conditions the

s-rnendrnent as now proposed was quite inadequate and that the Board

Should move as rapidly as possible to tighten the regulation to meet

existing conditions.

Mr. Ransom said he was in full agreement with Chairman Eccles'

statement and he explained why it had not been possible, under the

Present policy of the Board to confer with the Federal Reserve Banks

and

the

was

arid

all

the trade, to move more rapidly in the direction of tightening

regulation. He also said that the proposal now before the Board

in fact the recommendation of the Office of Price Administration,

that, if that Office would be willing to recommend that the over-

maturity be reduced to 12 months or to some other period, that the

clown payments be increased, and that other items be added to the listed

4rt1cles, he would be willing to approve such action. He then asked

141's Hubachek to discuss why the Office of Price Administration had not

allggested that broader restrictions be applied.

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



2/24/42 -16-

Mr. Hubachek said that the recommendations of the Office of

Price Administration for further changes in the regulation had been

made about January 10, 1942, that the fact that these recommendations

had not been acted upon promptly and had not yet been acted upon was

11°t without some benefit for the reason that it had afforded the Of-

fice of Price Administration an opportunity to change some of its

recommendations in the light of changed conditions, that the Office

had taken the position that if it could not accomplish something con-

sistent with the national policy and its own program it did not want

tc recommend it, that the Office was fully aware of the drastic dislo-

cations that were resulting from such of its actions as were dictated

by 
strict military necessity, but that there was Some flexibility in

what could be done under Regulation t and the Office did not want to

recommend any action until it knew what the probable results of the

action would be. He added that the recommendations of the Office

Were before the Board in Mr. Henderson's letter of February 20, 1942,

tc which had been added subsequently the oral recommendation that

Sales of listed articles on open-book account be subject to the same

down payment requirements as instalment sales of such articles. He

Said that in his opinion there was a net gain because of the delay in

action on the recommendations made in January for the reason that,

hile action at that time might have reduced the volume of instalment

credit outstanding, it would have created a serious difficulty in the
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used-car field by the application of a down payment requirement which

subsequent developments proved to be unwarranted. He made the further

statement that, if the Board would adopt Amendment No. 3, apply re-

strictions to open-book accounts, and reconsider the adoption of the

Principle of bracketing certain standard units in the lower-price

field, the recommendations of the Office of Price Administration

would be fulfilled.

Mr. Ransom explained the difficulties that had been encoun-

tered in the attempt to work out an application of the bracketing prin-

ciple, and Mr. Hubachek said that, while the Office of Price Adminis-

tration would recommend that the principle be adopted, it would defer

to the Board's estimate of the administrative difficulties involved.

Mr. Cravens expressed the opinion that it was important that

the Board act on Amendment No. 3 as promptly as possible, and stated

that it would be his suggestion that it move toward the application

of restrictions on open-book accounts within the next 30 days.

Mr. Hubachek said that if this action were taken by the Board

the structure of the regulation would be complete so that all that would

be necessary thereafter, so far as the Office of Price Administration

Was concerned, would be changes to meet special situations. As an il-

lUstration of an action that might have gone too far, he said that if

the requirement for a down payment on watches had been in effect on

January 15 there might have been 500,000 more watches in existing

stocks at the present time, but that if a 50 per cent down payment
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had been applied it might have cut the demand to a point where the

factories would have been disorganized and the employees dispersed

at a time when they would be needed for the manufacture of precision

instruments for war purposes.

Mr. Ransom then stated that the suggestion had been made that

Preference be given to necessary purchases of watches by trainmen, and

he asked Mr. Parry to discuss why that suggestion was not included in

the proposed amendment. Mr. Parry said that when the application of

the bracketing principle to watches was under consideration it was

felt that a preference on watch purchases by trainmen was desirable,

but that there was a question whether a similar preference should be

given to service men, nurses, and others in positions necessary to

the war effort, and that if, as was now proposed, a down payment of

°n1Y 20 per cent was to be required on watches the question became less

important.

Mr. Ransom said that another question was whether, if plated

ware was to be covered by the regulation, sterling silver should also

be included.

There was unanimous agreement that
a trainmen preference should not be es-
tablished and that sterling silverware
should be covered by the regulation.

Following a discussion of some of the other changes proposed

by the amendment, Mr. Ransom suggested that the Board go into execu-

ttve session. Thereupon, Messrs. Bethea, Carpenter, Clayton, Thurston,
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Thomas, Chase, Brown, Dembitz, Robinson, Hodgson, Cravens, and Hubachek

Withdrew from the meeting.

Mr. Ransom stated (1) that on December 29, 1941, copies of

Proposals to amend Regulation IV to exempt certain aircraft credits,

to place motorcycles in the same class as automobiles with respect to

the treatment of trade-ins, and to limit group E-1 in the supplement

to improvements of residential property, were sent to the members of

the Consultative Committee, created by Section 1(c) of the President's

xecutive Order, for their comments and suggestions, that an acknowledg-

Ment was received from Mr. Upham on behalf of the Secretary of the

Treasury, and that letters were received from Mr. Jones stating that

the amendments were satisfactory and from Mr. Henderson stating that

he approved the proposed amendments; (2) that on January 10, 1942, copies

Of a draft of Amendment No. 3 were sent to the members of the Committee

for their comments and suggestions, that an acknowledgment was received

from Mr. Upham on behalf of the Secretary of the Treasury, and that

letters were received from Mr. Henderson stating that he heartily con-

curred in the proposed amendment both as to form and substance and

from Mr. McDonald, Deputy Federal Loan Administrator, stating that the

Federal Loan Agency had no objection; and (3) that on January 24, 1942,

4 revised draft of Amendment No. 3 was sent to the members of the Com-

illittee for their comments and suggestions, that no reply was received

from the Federal Loan Agency, that an acknowledgment was received
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from Mr. Upham on behalf of the Secretary of the Treasury, and that

a letter was received from Mr. Henderson under date of February 20,

1942, stating that he was in accord with the proposed amendment sub-

ject to the comaents contained in the letter. Mr. Ransom also said

that copies of the two drafts of Amendment No. 3 were sent to Mr.

8rown, President of the Federal Advisory Council, for such suggestions

as he might wish to submit as a representative of the Council, and

that a reply was received from him under date of January 27.

Thereupon, upon motion by Mr.

Ransom, the following Amendment No. 3
to Regulation VT was adopted by unani-
mous vote, with the understanding that

the amendment would be printed and sent

to the Federal Reserve Banks as promptly

as possible and that it would be re-

leased to the press on March 9, 1942:

"Regulation W is hereby amended in the following

respects, and these changes shall become effective March

23, 1942, except that the change in Part 3(b) of the Sup-

plement shall not become effective until April 1, 1942.

"1. Section 3(h) is amended to read as follows:

'(b) General License. - Whenever this

regulation is amended so that any person who

was not formerly subject to section 3(a) be-

comes subject thereto, such person is hereby

granted a general license; but such general

license shall terminate at the end of the

second full calendar month after the month

in which the amendment becomes effective un-
less such person has registered, in the man-

ner provided in section 3(c), before such
termination. Any person whose license is not

suspended may become licensed by registering

in the manner provided in section 3(c).'
"2. Section 4(f) is amended by adding the following new

paragraph at the end thereof:
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"The Registrant may disregard the require-

ments of this section 4(f) in the case of any

article listed in Group A, B, C or D on which

the down payment required by section 4(a) would

be $2.00 or less, or in the case of any article

included in Group E of which the bona fide cash

purchase price, as defined in the Supplement,

does not exceed :420.00.'

"3. Section 5(d) is amended by changing the words 'on and

after January 1, 1942, no Registrant' at the beginning of

the section to 'No Registrant', and by striking out the

next to last sentence of the section.

"4. Section 6(e) is amended so that clause (1) thereof

will read as follows:
'(1) to finance the purchase of aircraft for

use in any activity in respect of which a pref-

erence rating of A-10 or higher is in force for

deliveries of civil aircraft;'

"5. Section 6(j) is stricken out and the following new

provision is substituted therefor:

'(j) Any extension of instalment loan

credit made by the Disaster Loan Corporation.'

"6. The first sentence of section 6(k) is amended to read

as follows, and the number (2) in the second sentence of

the section is changed to (3):
'Any extension of instalment loan credit

which is made to a person engaged in agriculture,

or to a cooperative association of such persons,

provided that the extension of instalment loan

credit (1) is made by the Land Bank Commissioner

on behalf of the Federal Farm Mortgage Corpora-

tion and is found, pursuant to regulations is-

sued by the Commissioner, to be necessary to

maintain or increase production of essential

agricultural commodities, or (2) is approved

by the Farm Security Administrator, or his au-

thorized agent, as being necessary for the re-

habilitation of a needy farm family, or (3)

is for general agricultural purposes and is

not for the purpose of purchasing any listed

article and not secured by any listed article
purchased within 45 days before the extension
of credit.'
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"7. The following footnote is added to section 8(a), and

the footnote reference Al is inserted after the word 'credit'

immediately before the proviso of the section:

'A/ If there should be any arrearage

which does not arise out of any prearrangement

or plan to evade this regulation, the arrearage

may be divided equally among and added to the

remaining payments scheduled for the liquida-

tion of the credit to which such arrearage re-

lates. This applies to any renewal, revision

or consolidation effected in accordance with

any provision of section 8.'
"8. Option 1 in section 8(b) is amended to read as fol-

lows*
'Option 1. The terms of the consolidated

obligation shall be such as would have been

necessary to meet the requirements of this reg-

ulation if the several obligations had not

been consolidated: Provided, That, in order

to schedule payments at approximately equal in-

tervals, the consolidated obligation may com-

bine payments that would otherwise have fallen

due at different times within any monthly pe-

riod, but the first of such combined payments

shall fall due within one month after such

consolidation; or'
Section 8(d) is amended by striking out the last sen-

tence thereof.
"10. Section 9(d) is amended by adding the following new

paragraph at the end thereof:

'Whenever this regulation is amended to

add any article to the listed articles specified

in the Supplement, the amendment shall not apply

with respect to the carrying out of any valid

contract made prior to the effective date of

the amendment; but any renewal, revision or

consolidation of any such obligation shall be

subject to the requirements of section 8, and

for the purposes of section 8(a) the terms of

repayment "permitted in the first instance"

for such an obligation shall be deemed to be

those applicable to such an extension of credit

under such amendment.'

"11. The part of section 10 after the heading is amended

to read as follows:
'This regulation became effective in its

original form September 1, 1941; Amendment No. 1
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"'became effective September 20, 1941; Amendment

No. 2 became effective December 1, 1941; and

Amendment No. 3 shall become effective March 23,
1942, except that the change made in Part 3 of
the Supplement by Amendment No. 3 shall not be-

come effective until April 1, 1942.'

"12. The Supplement is amended to read as follows:

"SUPPLEMENT TO REGULATION W

'Fart 1. Lied Articlu, Maximum Maturities, and_Maxi-
Mam_cdit Values. - For the purposes of the regulation the

following maximum maturities and maximum credit values shall

apply to the following list of articles:
Maximum
Credit 
Value in

Maximum per cent 

Articles of Con.sumers' Durable Maturity of Basis

Goods (Whether New or Used) in Months Price 

g2192ERLI
1. Automobiles (passenger cars

designed for the purpose
of transporting less than
10 passengers, including (See Part

taxicabs) .  15 3 of this

2. Motorcycles (two or three- Supplement)

wheel motor vehicles, in-
cluding motor bicycles)   15

as2up_E
1. Aircraft (including gliders)  15 66-2/3
2. Power driven boats, and motors

designed for use therein, other
than boats or motors designed
specifically for commercial
use   15 66-2/3

3. Outboard boat motors   15 66-2/3

*4. Bicycles   15 66-2/3

group C 
1. Mechanical refrigerators of

less than 12 cubic feet
rated capacity   15 66-2/3

2. Washing machines designed for
household use   15 66-2/3

3. Ironers designed for household

use   15 66-2/3

4. Suction cleaners designed for
household use   15 66-2/3

* Added by Amendment No. 3, effective March 23, 1942
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Maximum
Credit 

Maximum Value in

"'Articles of Consumers' Durable Maturity per cent

Goods (Whether New or Used) in Months of Basis 

Group C (Cont'd.) Price 

5. Cooking stoves and ranges
designed for household
use  15 80

6. Heating stoves and space
heaters designed for house-
hold use  15 80

7. Electric dishwashers designed
for household use  15 66-2/3

8. Room-unit air conditioners  15 66-2/3

9. Sewing machines designed for
household use  15 66-2/3

10. Radio receiving sets, phono-
graphs, or combinations  15 66-2/3

11. Musical instruments composed
principally of metals  15 66-2/3

*12. Lawn Mowers, mower-type edgers
and trimmers (whether or not
power-driven)  15 66-2/3

*13. Silverware (flatware and hol-
low ware, whether solid or
plated)  15 66-2/3

*14. Clocks, electric or other, de-
signed for household or per-
sonal use, and watches  15 80

*15. Motion picture cameras, projec-
tors, and lenses, designed for
film guages less than 35 mm.;
still cameras, projectors,
lenses and shutters, and en-
largers  15 66-2/3

Group D 
1. Household furnaces and heating

units for furnaces (including
oil burners, gas conversion
burners, and stokers)  18 80

2. Water heaters designed for
household use  18 80

3. Water pumps designed for house-
hold use  18 80

Added by Amendment No. 3, effective March 23, 1942
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"Artigles of  Consumers' Durable

Goods (nether NeY _or Used)
Group D (Cont'd.)

4. Plumbing and sanitary fix-

tures designed for house-

hold use 
5. Home air conditioning sys-

tems 
6. Attic ventilating fans 

7. New household furniture (in-

cluding ice refrigerators, bed

springs, and mattresses but ex-

cluding floor coverings, wall

coverings, draperies, and bed

coverings ))J  
8. Pianos and household electric

organs 
*9. Floor coverings (including

fabric and linoleum type rugs,

carpets, mats, and other floor

covering materials, whether
or not designed to be affixed

to the floor) 

Maxixum
Credit 
Value in

Maximum per cent
Maturity of Basis 
in Months Price 

18

15
15

15

18

15

80

66-2/3
66-2/3

90

90

80

ar_QAPjl
1. Materials and services (other

than materials, whether or not
designed for household use,
which are of the kinds listed
in Group C or D) in connection
wiLh repairs, alterations, or
improvements upon urban, sub-
urban or rural real property

in connection with existing
structures (other than a struc-
ture, or a distinct part there-

of, which, as so repaired, al-

tered or improved, is designed
exclusively for nonresidential

use), provided the deferred bal-
ance does not exceed N_,000. 18 No limita-

tion

* Added by Amendment No. 3, effective March 23, 1942

1/ An article is not new if it has been used by a consumer.
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"Part 2. Basis Price of Listed Articles Other Than

Those in Group A. - The basis price of any listed article,
other than an automobile or other article listed in Group

A, shall be the bona fide cash purchase price of the ar-

ticle and accessories purchased minus the amount of any

allowance made by the seller for any article traded in

by the purchaser (including as such a trade-in anything

which the seller buys or arranges to have bought from

the purchaser at or about the time of the purchase of

the listed article).
'Part 3. Maximum Credit Value of Automobiles and

Motorcycles.. - For the purposes of the regulation -

'(a) The maximum credit value of a new

automobile or a new or used motorcycle shall

be 66-2/3 per cent of the bona fide cash pur-

chase price.
'(b) *The maximum credit value of a used

automobile shall be 66-2/3 per cent of which-

ever is the lower of the following two figures:

(1) the bona fide cash purchase price;

or
(2) the "appraisal guide value" plus any

applicable sales taxes.

"Appraisal guide value" means the esti-

mated average retail value as stated in such edi-

tion of any regularly published automobile ap-

praisal guide as the Board may designate for this

purpose for use in the territory in which such

used automobile is sold. Information as to the

guide or guides designated for any given terri-

tory may be obtained from any Federal Reserve

Bank or branch.
'Part 4. Cash Purchase Price. - For the purposes of

the Supplement --
'(a) The bona fide cash purchase price

of an article includes that of any accessories,

and it also includes any applicable sales taxes

and any bona fide delivery and installation

charges; and
'(b) In the case of any article or acces-

sory for which the Federal price authorities

have prescribed a maximum retail price, the

maximum credit value shall in no event exceed

* This provision is effective on and after April 1, 194
2.

Prior to that date the maximum credit value of a used auto
-

mobile shall be 66-2/3 per cent of the bona fide cash
 pur-

chase price.
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"'that resulting from a bona fide cash purchase

price equal to the total of such maximum re-

tail price and any applicable sales taxes not

included therein.
'Fart 5. Instalment Loan Credit Subject to Section 

5(b) of the Regulation. - The maximum maturity of any ex-

tension of instalment loan credit of ln.,500 or less sub-

ject to section 5(b) of the regulation shall be 15 months.'"

Chairman Eccles withdrew from the meeting at this point.

Mr. McKee stated that at the meeting of the Board on February

18y 1942, it was decided to defer action on the application of the

Mechanics and Farmers Bank of Albany, New York, for membership in the

Federal Reserve System for the reason that the bank shared its quarters

with a mutual savings bank the deposits of which were not, and were

not to be, insured by the Federal Deposit Insurance Corporation, and

that question had been raised whether reference to that action should

be made in the record of actions on matters of policy which the Board

is required to keep under the provisions of the last paragraph of sec-

tion 10 of the Federal Reserve Act. Mr. McKee said that, since action

°n the application was deferred and the application might be presented

to the Board again, it would be his suggestion that the Board's action

be regarded as having been taken on the basis of the circumstances in

the individual case and not as necessarily establishing a general

Policy.

Mr. McKee's suggestion was concurred

in, and it was agreed unanimously that no

reference to this or other actions taken

at the meeting of the Board on February

18, 1942, should be included in the policy

record.
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At this point, Messrs. Wyatt, Parry, and Solomon left the

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

hereinafter referred to was then taken by the Board, Chairman Eccles

participating:

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

Federal Reserve System held on February 23, 1942, were approved unani-

mously.

Memorandum dated February 23, 1942, from Mr. Nelson, Assistant

Secretary, submitting the resignation of Miss Eugenia N. Walyce as a

Junior file clerk in the Secretary's Office, to become effective as

of the close of business on February 22, 1942, and recommending that

the resignation be accepted as of that date.

The resignation was accepted.

Letter to Mr. Allendoerfer, Assistant Federal Reserve Agent

of the Federal Reserve Bank of Kansas City, reading as follows:

"This refers to your letter of February 18, in
Which you state you would like to cancel and return to

Washington for destruction 78,93O,OOO of new 1928 se-
ries Federal Reserve notes held in the Agent's Account
at Kansas City.

"This question was recently raised by another Fed-

eral Reserve Bank and upon reviewing the matter it was

felt here at the Board that if feasible the stock of

these notes should be retained until a definite conclu-

sion is reached with respect to their disposition.
"The joint resolution introduced in Congress, with

the approval of the Treasury, authorizing the destruction

of the existing stock of such notes and their replacement

with 1934 series Federal Reserve notes at the expense
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"of the United States Treasury, was never acted upon by

Congress and, of course, died with the first Congress af-
ter its introduction. It is possible that a similar reso-

lution may be introduced at a later date, or that some

other means will be found of obviating the loss to the

System of the cost of reproducing these notes and of ship-

ping them to the Federal Reserve Banks.
"In the meantime, therefore, it is hoped that your

Bank will find it practicable to hold these notes in its

vault. However, if and when you find that your vault

facilities are inadequate for this purpose, it will be

appreciated if you will again bring the matter to the

attention of the Board."

Approved unanimously.

Thereupon the meeting adjourned.

04/1112_1___

Secretary.

Chairman.
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