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A Meeting of the Board of Governors of the Federal Reserve

Syste
m o
"8 held in Washington on Monday, Merch 23, 1942, at 2:40 p.m.

PRESENT: My, Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary

Mr. Hodgson, Administrative Assistant
to the Chief of the Division of
Security Loans

ir., Ransom stated that, in accordance with the understanding

at th

e tj
y e of the adoption by the Board of Amendment No. 3 to Regu-
3tiop y

7 ;

. » active consideration is being given to the guestions of
Licy «

¥ 1 5

Volved in connection with the enforcement of Regulation W

an
d the advisabi

e lity of amending the regulation in relation to (1)
v
m loans, (2) )
o open-book or charge-account credits, and (3) non-pur-
5¢ log,
ns,

He saiq that certain members of the Board's staff and

Pe
Dresentativ ) '
S2ym, €8 of the Federal Reserve Banks were working with Mr.

thQ:iid:n the problems involved in the enforcement of the regulation,
Qp&“book °8 were progressing rapidly on the regulation of term loans,
Q,April laCCounts, and non-purpose loans, and that he expected that

Headded definite recommendations could be made on all of these items.

the that’ a8 a matter for the information of the other members of f

Oard
C°ns » hie hag had discussions recently with Mr. F. B. Hubachek,

ant § .
A 1 the Consumer Credit Control Unit of the Office of Price

‘nist
Tati . + s
100, which indicated that there were certain questions of
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3 jop .

Policy under consideration in the Office of Price Administration,
the 4

e : "

teI‘HIlnatlon of which might have a very important bearing upon

the g
l .
Tection that should be given to Regulation W in the future. 1In

Vi
W of this info

N rmation, he said that any recommendations which might

lenmde with respect to changes in the regulation would have to be re-
:ted to developments which might take place between now and April 1,
uji the timing of changes in Regulation W might also be affected, and
: ?t}m Understopd that the determination of the question of the pol-
Fee that Would be followed by the Office of Price Administration was

awaiting the .
> return of Mr. Henderson from South America.

After 5 general discussion of these matters, Mr. Hodgson with-

dI‘ e
" from the meeting.

M
T+ Ransom referred to the fact that some months ago an invita-

i 0n
ad
% been extended to the National Association of State Bank Super-
Sors ¢4 meet

h

. with the Board at some convenient time. He stated that
hag
u . .
st received a letter from Mr. White, Superintendent of Banks

of th
e St
ate of New York, in which the latter advised that the executive

c()mmi
ttee
°f the National Association expected to meet in Washington on

a <
Vs April 18, 1942, and extended an invitation to him (Mr. Ransom)
meet wi
Ath the committee at that time.

. Mr. Ransom suggested that he would
like to have Mr. McKee join him in attend-
ing the meeting with the executive commit-
tee, which suggestion was concurred in by
the other members of the Board.
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The further suggestion was made, and
agreed to by all of the members of the
Board, that Mr. Ransom extend an invitation
through Mr. White to the executive commit-
tee to use the Board Room for their meet-
ing on April 18.

Chairman Eceles reported that recently, during the course of
conversatiOH with Harold Smith, Director of the Budget, the latter
? ateq that the President had asked him to undertake certain studies
N the fConomic field in relation particularly to the problem created

¥ rigi
Sing costs and other inflationary developments; that Mr. Leland,

Ch&i
AN of the Department of Fconomics and Professor of Government
inane
® 2t the University of Chicago and a Class C director of the
edera
1 Reserve Bank of Chicago, was now in Washington assisting in

thes
{ e :
; Studles; and that it would be helpful if the assistance of some-

e
Ton - ; :
. o the Board!'s staff could be made available in comnection with
he studies .

. Chairman Fccles seid that he had suggested Mr. Hansen
S the
ost, Suitable person on the Board's staff for the purpose and

that

Mp .

b * Smith indicated his pleasure at the suggestion. He said that
ead.

. Viseq Mr. Smith that he would ask Mr. Hansen to come to Washington
Op

& peri
od of ten days to work with Mr. Leland. The further state-

WEQt
Wa ‘
S made by Chairman Eccles that it might develop that it would

be
ece
t SSary for Mr, Hansen to obtain a leave of absence from Harvard
Or
&n s
. indeflnlte period in order to give his full time to the studies

eferred i

Chairman Iccles! action in this mat-
ter was approved unanimously, with the
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understanding that Mr. Hansen would be com-
pensated by the Board for the additional
time spent by him in these studies on the
Ssame basis as he is now receiving compensa-
tion for his part-time work for the Board.

"
Yessrs, Eccles, Draper, and McKee reported on developments
that h
a
d taken place over the week end with respect to the proposed

Exec .
uti
Ve Order which was discussed at the meeting of the Board on the

aftey

no

o0 of March 20. It was agreed that no further action on the
Pary,

of
" the Board was called for at this time except that developments
S ould
b
€ Watcheq closely and close touch maintained with the repre-

8 :
entatlv,es of the W . .
G e War Department and the War Production Board who were

Ving ¢
he Mmatter active attention. In this connection, Chairman Eccles

epopt,
ed .
°n the discussions which he had had with Mr. Smith, Director

e
Budget: in regard to the proposed Federal industrial loan cor-

Org+ts
&tion bill, ang R T K , .
% > and stated that Mr. Smith indicated the feeling that

M ght,
; be well, in view of the objections which had been made by Mr.

S’ SGCret

e ary of Commerce, to clear the whole matter with the Presi-
n bef

i °Te proceeding further, as Mr. Smith felt that it would be
ViSle

£ © to have an affirmative showing that the bill had administra-

n g
Ppro . . .
val and was in accordance with administration policy.

In

L the course of the ensuing discussion, there was some ques-—

on
Whe

t o .
- hey approval of the proposed Executive Order would eliminate

OCQa .
S1 . 1 s .
8 on or necessity for enactment of the Federal industrial loan
Or'at.
lon b3 i . : :
M ©0ill, and Chairman Eccles stated that the representatives

of 4
he 1y,
ST Department had indicated the feeling that that would not be
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the cq
S€ and that his acquiescence in the proposed Order was based on
that
undePStanding. He felt, however, that the plan contemplated by
the Bxen s
®CUtive Order would be a valuable interim arrangement.

Chairman Eccles then reported in detail in connection with the

Negotiats
a :
tions With representatives of the Bureau of the Budget and the

Fede
ral w
1 Vorks Agency in regard to accommodations in this building for
€ use
of the Inter-American Strategy Board. He stated that an agree-

ment h
a
d been reached upon the assignment for this purpose of the C

Stre
et v
: "ing of the first floor, exclusive of the telegraph office, of

ee B
oar . . .
. d Members! suites, and, on special occasions upon advance
Ty,
“Ngement, sy,

R the Secretary of the Board, for the use of the Board
Oom

s 8]
1 for o period of approximately 60 days, with the understand-

g that
- before the end of that period accommodations would be obtained

SeWhepg for & .
th "he Inter-American Strategy Board. Chairmsn Eccles stated
at, he hag .

of €ceived a letter from Baird Snyder, Acting Administrator
h

= Fed L 3l
€ral Works Agency, confirming these understandings.

The other members of the Board ap-
Proved the position that Chairman Eccles
had taken and the agreement which had

en reached.

Chas pme -
hairman Eccles then referred to the discussion at the meeting

Boa .
}md *d on March 10, 1942, of the letters and questionnaire which

II .
Bﬁi Cceiveq by the various heads of the Board's staff from Senator
Ne

S as .
qu) Chalrman of the Subcommittee of the Senate Committee on Ap-
riat‘
Al

Ons . . . o .
under the provisions of Senate Resolution No. 223. Chairman
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Ccles Stated that, after thinking the matter over in the light of
"L op the Considerations involved, he had reached the conclusion that
nlwmﬂd be Preferable for the Board to take no action in the matter,
"th the understanding that, the respective staff heads would undertake
Oanswer the questionnaire to the best of their ability. The other mem-
TS of the Boarq concurred in this conclusion.
¢ The action stated with respect to each of the matters herein-

Yep referreq 4, was then taken by the Board:

; The Minutes of the meeting of the Board of Governors of the
Sderg Reseryve s

& vstem held on March 21, 1942, were approved unani-

oy Letter ¢, Mr. Young, President of the Federal Reserve Bank of
Qago

s reading as follows:

tem h;The BO§Pd of Governors of the Federal Reserve Sys-
Commiti Considered the recommendation of the Executive
12, 19h2e of your Bank contained in your letter of March
Of the Fo and pursuant to the provisions 9f Sectlon.l9
Cit Ba ederal Reserve Act grants permission to ‘Chlcago
taiy t Nk and Tryst Company', Chicago, Illinois, to_maln-
0 be me_sam? reserves against deposits as are required
the datalnta}ned by reserve city banks, effective as of
npy.o 1ts admission to membership. o
thig teas@ advise the bank of the Board's action in
ooy (2 calling its attention to the fact that such
Board =%0 is subject to revocation at any time by the
o Governors of the Federal Reserve System."

Approved unanimously.

Le . ,
Ofth tter to Mr. Davis, Manager of the Security Loans Department
&

Fe
deray Reserve Bank of New York, reading as follows:
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"Reference is made to your letter of March 12, 1942,
ding the question presented by Mr. Francis A. Truslow,
ounsel for the New York Curb Exchange, regarding section

h(f)(h) of Regulation T.

[ "Section L(£)(4) provides that in a special miscel-

na ?us account a member of a national securities exchange

t i eff?Ct and finance, for any joint adventure in which
ieSCPedltoF participates, any transactions in any securi-

o alif @n issue with respect to which all participants,

ang Participants other than the creditor, are registered

8ct on a national securities exchange as odd-lot

ing Mr. Truslow states that from time.t? time.dur—

2 joi € war they have cases in which a participant in such
eallnt'aCCOunt who is 'registered and acts' as odd-lot
Orc:r In the specified securities will enter the armgd

Whet S of the United States. This presents the question

¥hen €r during the period of his service in such forces —

€ necessarily is absent from the floor of the ex-

Tegar

c

d:z;ge =~ he can be said to be 'acting' as an odd-lot

Willer' If he is not considered to be so 'acting', it
be Necessary for the creditor to cease carrying the

8ccount,

bepaps.. OF for the odd-lot dealer to discontinue his mem-
froihlp 1n the joint account and lose any income there-

dOubt"As you indicate, the question is not free fr?m
odd‘l.t However, it is the view of the Board that if the
Periog dealer has been acting as such for a reasonable
io .o Of time prior to his entry into the armed forces,
Se;v?bSence from the floor of the exchange whil? in su;h
CUmStSe &y be considered to be due to extraordlpary cir-
00nsi;n088 and, all things considered, he may st}ll.be
eani ered to be 'acting' as an odd-lot dealer within the
Mg of section 4(£)(L)."

Approved unanimously.

% Telegram to the Presidents of all Federal Reserve Banks, reading
i‘Qllmh's:

tomob?Re Board's letter of March 21 enclosing list of au-
le appraigal guides designated under Regulation W.
of list the State of Nevada should be added to

% Page g
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n
Ot?? territory for which the District L Edition NADA
1clal Used Car Guide is designated."

Approved unanimously.

Letter to . Taylor, Chairman of the Federal Reserve Bank

of p
allaS, reading as follows:

era] ;At the completion of the examination of the Fed-

€serve Bank of Dallas, made as of January 30, 1942,
natioi Board's examiners, a copy of the report of exami-

veot Was left for your information and that of the

";?S- A copy was also furnished President Gilbert.
requir'ne report does not appear to contain any matters
apprec;ng furt@er conment at this time. The Board will
Sideredase advice, however, that the report has been con-
Care 4 ¥ the Board of Directors. Any comments you may
examinat?ffer regarding discussions with respect to the
resylt Lon or as to action taken or to be taken as a

of the examination will also be appreciated."

Approved unaznimously.

Thereupon the meeting adjourned.

(Seas mres

Secrgzary.

Chairman.






