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A Neeting of the Board of Governors of the Federal Reserve Sys-
ten vag held in Washington on Friday, March 13, 1942, at 2:00 p.m.
PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
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-
Htor referred to was taken by the Board:
. The minutes of the meeting of the Board of Governors of the Fed-
ral Reserve System held on March 12, 1942, were approved unanimously.
. The minutes of the meeting of the Board of Governors of the Fed-
?al Reserve System held with the executive committee of the Federal Ad-
*9TY Couneg) op March 12, 1942, were approved unanimously.
or Telegram to Mr. Leach, President of the Federal Reserve Bank
Ricii:hmOHd, stating that the Board of Governors approves for the
) nd Bank, effective March 14, 1942, the rate of 1 per cent es-
qi llShed by the board of directors of the Bank on advances and re-
Acicounts to banks under Sections 13 and 13a of the Federal Reserve
* "4 the re_egtablishment by the directors without change of the
T rates of discount and purchase in the Bank's existing schedule.
Approved unanimously.
Telegran to Mr. Stewart, Secretary of the Federal Reserve Bank

of gt

X “Ouls, stating that the Board of Governors approves for the
ank

» ef .
fective Marcn 14, 1942, the rates fixed by the board of directors
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of the
Bank of 1 per cent on rediscounts and advances to banks under
Sectio a
ns 13 and 132 of the Federal Reserve Act, of 1—1/2 per cent on
advan,
€S under Section 10(b), and 3 per cent on advances to individuals,

pal‘tne 3
ships, ang corporations other than banks under the last para-

graph .
of Section 13, and the re-establishment by the directors without

Chan e
8¢ of the other rates of discount and purchase in the Bank's ex-

‘sting Schedyle,

Approved unanimously.
Telegrams to Messrs. Sanford, Hays, Dillard, and Powell, Sec-
"taries of the Federal Reserve Banks of New York, Cleveland, Chicago,
- Minneapolis, respectively, Mr. Caldwell, Chairman of the Federal

Ssery,
® Bank of Kansas City, Mr. Gilbert, President of the Federal Re-

Serve
Bank or Dallas, and Mr. Hale, Secretary of the Federal Reserve

Bany
0
f San Francisco, stating that the Board approves the establish-

Tent, wi
" thout, change by the Federal Reserve Bank of San Francisco on
Mal‘eh 10

Chicag,
the

> @nd by the Federal Reserve Banks of New York, Cleveland,
’ Minneapolis, Kansas City, and Dallas on March 12, 1942, of
Tates of discount and purchase in their existing schedules.
Approved unanimously.
Memorandum dated March 11, 1942, from Mr. Morrill, recommend-

ing tv
18t Miss Flsie M. Westman be appointed as private secretary to

nor Evans, with salary at the rate of $3,000 per annum, effective

8
of
the date upon which Mr. Evans is sworn in as a member of the
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Boarq,

Approved unanimously.

Memorandum dated March 10, 1942, from Mr. Paulger, Chief of
he Division of Examinations, recommending that the salary of Mrs.
fancy R, Porter, = stenographer in that Division, be increased from
1,700 6 $1,800 per annum, effective April 1, 1942.

Approved unanimously.

Memorandum dated March 10, 1942, from Mr. Nelson, Assistant
Secretary, recommending that Benjamin R. Reading, a guard in the Sec-
taryas Office, be granted leave of absence without pay beginning
Arch 20, 1942, so that he might enter active duty with the United
tates Marine Corps, and that he be granted the benefits provided in
® Policy adopted by the Board on November 14, 1940, and amended
i8ust 20, 1941, for all employees entering military service.

Approved unanimously.
. Letter to Mr. Williams, Head of Consumer Credit Department
the Federa) Reserve Bank of Philadelphia, reading as follows:
"Thank you for your letter of March 9, 1942, with
ct to j your experience in connection with the classi-
}On of water heaters under Regulation V.
'In view of your comments, the opinion given in the

B
ggard's letter of December 24, 1941, will not be given
neral cireculation.™

I‘espe
lcatj

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

SSerye
Bank or Cleveland, reading as follows:

"This is in response to your letter of March 4
Ing the provisions of section 8 of Regulation W

Tegardi
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"as amended by Amendment No. 3.

. "Your first question is whether an instalment loan
Which haq 1g instalments of #10 each, three of which are
N default, and which has 12 months to run, may be con-
Solidated uynder Option 2 in section 8(b) with an addi-
lonal advance of $150 so as to make a consolidated ob-
Hgation providing for 15 monthly payments of $20 each.
. "Option 2 would permit a consolidation upon these

TS since the instalments are 'at least as large' as
o ?he outstanding obligation, and since the consolidated
obligation vill be liquidated in 15 months.
"Option 1 incorporates by reference the provisions
ction 8(a), including footnote 4, because it refers
oa erms 'such as would have been necessary to meet the
“Quirements of this regulation if the several obliga-
tons had not been consolidated'. However, Option 2
ri;s not incorporate the provisions of section 8(a) by
frence and therefore consolidations under Option 2

of se

Mey be made without regard to whether the old obligation
S delinquent,

'In view of the above, your second question does
not arjige,

"VWe hope that this will give you the information which
gou desire, but if it does not, please let us know so that
© an consider the matter further."

Approved unanimously.
Letter to Mr. Gilmore, Assistant Cashier of the Federal Reserve

°f st. Louis, reading as follows:
Cont ?T?is will acknowledge your letter of February 25th,
aﬁnlng two questions regarding Regulation V. ‘
o Your first question is whether a bank mey lend $600
is in @utomobile costing $900 if a portion of the money
Obl'o be used to pay off the outstanding balance on the
t elgor's old car, which is to be used as a trade-in on
NeWw car (assuming that the obligor's equity in the
Ca&r is sufficient to provide the required dovm pay-
on the new car). .
he Th? Board believes that the regulation would permit
in lSEHdlng institution to make the £600 loan, repayable
tha €qual monthly payments, notwithstanding thg fact
Part of the amount was in effect a refinancing of

Ment,

SER
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"the €xisting balance due on the old automobile. This
conclusion is reached because of the fact that the es-
Sential nature of the transaction is the financing of
'® purchase of zn automobile and the use of the equity
M the purchaser's old car as the down payment (as de-
Seribed ip W-63), notwithstanding the fact that the trans-
&ction takes the form of an 'addition to outstanding credit
helq by the Registrant'. A statement of the Borrower is,
°f course, required, as in the case of any other exten-
°Lon of instalment loan credit, and the application of
PATt of the loan to repay the balance due on the old car
Should pe ingicated as required by questions 3 and 6 of
the Statement, form.
"Your second question is whether a bank making a
ial loan for the purpose of repaying an obligation
€lsewhere which is in default and is the subject
bona fide collection effort, may meke the remedial
On any basis desired, without regard to the provi-
of the regulation, on the ground that since the
al holder could have done so under section 8(a)(2)
€ new lender may do so in view of section &(c).

"The Board is of the opinion that section &(c) does
1oF permit, the remedial loan to be made without regard
fonr. © Provisions of the regulation. The significant

Satures of the provision in section &(a2)(2) are not only
N 8t the obligation which the Registrant holds must be
" default, byt also that the action must be 'for the
€lstrant's oy protection'. The Registrant making a
%8 to tale over an obligation held elsewhere would not
n:taCting for his own protection. Of course, this would
Prevent the Registrant from making a remedial loan
a Statement of Necessity as provided in section g(d).n

Temed
helq
of g
oan
siOns
Origin

Approved unanimously.

Telegram to Mr. Gilmore, Assistant Cashier of the Federal Re-

Ser-ve
Bank of St. Louis, reading as follows:

the "Your wire March 7. If the connectigg %ine.is not

sipnproperty of the consumer or if the bulldlngwls de-

h“ ed eXCIusively for nonresidentiel use, Board ggrees
at Materials and services would not be Group E items.
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agg“?ver: if connecting line does belong to consumer
idenlf building is not designed exclusively for nonres-

tial use, Board believes materizls and services would
© Group E items.®

Approved unanimously.

Letter to Mr. C. R. Orchard, Director of the Credit Union Sec-
tion
°f the Farm Credit Administration, reading as follows:

"This is in reply to your letter of March 5, 1942

g€ for an answer to the following question which you

feceived concerning Regulation W:

May & registrant make a loan for a period of

%8 months under Regulation W but provide for

1ts repayment in 12 equal installments, the

first payment beginning 6 months from the time

Eae loan vas made?!

Regulai? downot know of any way this could be done under

Whicp vlon W, unless, of course, the loan is of a kind

S unlls excepted by one of the provisions of section 6
o588 the amount of the loan is greater than £1500.

ti4] o ?; are, of course, familiar with section 9(f) en-

Regulaks armer Plans', and with section 5(c)(3) of the

HOWEVe Lon (? copy of which is enclosed for convenience).

would > as indicated above, neither of these provisions

tion. bPermit a loan on the terms described in the ques-

askin
have

nyr
Ve trust that this will furnish you with the infor-

maty 1
°n which yoy require, but if not, please let us know."

Approved unanimously.

Thereupon the meeting adjourned.
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Chairman.






