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A meeting of the Board of Governors of the Federal Reserve

Syste

m 5

"as held in Washington on Wednesday, April 1, 1942, at 11:50
8.,

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. Draper

Mr. Bethea, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Mr. Smead, Chief, Division of Bank
Operations

Mr. Vest, Assistant General Counsel

C .
i hairman Eecles reported developments during the past week
°°nnect10n
Wia

. with the preparation of instructions to be issued by the
Spar
o tment to the Federal Reserve Banks and the drafting of Regu-
o Y o i
on "yap Financing" to be issued by the Board, pursuant to Ex-

8

CutivG OI‘ da

& thy r No. 9112 of March 26, 1942. He said that he had hoped to
S at a

Yap Loang ;
th

e i
Marltirne C . - .
t ommission, and the War Production Board had extended beyond

Board meeting yesterday evening but that a meeting of the

ommittee with representatives of the War and Navy Departments,

€ 3
lnua W] .
% hen it was feasible to call a Board meeting for that purpose.
addition to
t‘epl‘e

reviewing the progress made in numerous conferences with
r&m:::tatives of the armed services, Mr. Eccles reported what had

®d in the meetings of the Board's War Loans Committee.
bey Cepies of the drafts of both documents had been furnished to mem-

th
the d © Board before this meeting, and Mr. Eccles inguired whether
Pafts
mﬁft Met with the approval of the Board. He stated that such
s

> Cops
Ples of which have been placed in the Board's files, are
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Sati
SfactOPy to the War Loans Committee and the War Department repre-

Sentat,
ives eXcept in some minor respects which were still under discus-
Sion

Upon motion by Mr. Szymczak, the
Board unanimously approved the drafts
of the War Department instructions and
Regulation V referred to above, for the
Purpose of discussion with the Reserve
Bank representatives at the conference
being held today. In this connection,
the Board indicated a willingness to ap-
Prove the documents without further dis-
Cussion when submitted to it in final
form, provided no material changes were
made therein.

: LN Ransom said that he had seen reports in the press to the
e fect
that the procedure envisaged by Executive Order No. 9112 created

amo
no .
Poly for member banks, and it was his thought that Mr. Thurston

8h
" Prepare

t as soon as possible a statement for the press designed
0

lips
ate any misconceptions of the purposes and objectives of the

' Order. He gaid that, of course, the same result might be

thi
EVe
4 thrOUgh the issuance of an appropriate statement by the War

&
partment . s b
to * Mr. Eccles made the suggestion that it would be preferable

Othey ? % Joint statement issued by the Board of Governors and the

N lnterested agencies. In any event, it was agreed that the mat-

M‘;Tould be drawn to the attention of Mr. Thurston for consideration
) Setion which should be taken.

QWWEP s Eccles stated that in the course of a recent telephone

Sats .
tion With Under Secretary of the Treasury Bell, Mr. Bell had
e

XceDtion to the fact that paragraph 3 of Executive Order No.
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2 "directeqn the Secretary of the Treasury to designate each Fed-
rel Reserve Bank to act as fiscal agent of the United States, pursuant
® the Provisions of section 15 of the Federal Reserve Act, in carrying
out, any duthority granted to it by or pursuant to the Executive Order.
e S81d that, Mr. Bell felt that it would have been more appropriate had
° Secretar'y of the Treasury been "authorized" rather than "directed"
%o mayeq Such designations. Moreover, Mr. Eccles said, Mr. Bell thought
that, the Matter was one on which the Treasury should have been consulted
ore the Order was submitted to the President for approval. He also
Stateq that pe had advised Mr. Bell that the provision in question had
been inGluded in the Executive Order by the Viar Department and that,
thong, Members of the Board's staff had collaborated with the repre-
" WMives of the War Department and other agencies involved in drafting
the Executive Order, they had questioned this language on the ground

}la i . .
by Might not, be satisfactory to the Treasury and had withdrawn their

ob .

lJectlon only on the

tle -
" the Matter with the Treasury before the language was considered as

Uy

al,

understanding that the War Department people would

e, Eccles said that the Treasury had also raised a question re-
8apgs

Why ® the authorization in paragraph 6 of Executive Order No. 9112
th

; Provides that interest, fees, and other charges derived by the
al‘ . .

. Department, Navy Department, or Maritime Commission, respectively,
To

m 3
Operations pursuant to the terms of the Executive Order, may be
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h

fla b the Federal Reserve Banks and shall first be used for the pur-
Pose gf Meeting expenses and losses incurred by the Federal Reserve
B . ..

ks 1n cting as agents under or pursuant to the provisions of the
Ordep

It appeared, he said, that Treasury procedure requires the cov-
ery 5 .
Ng intq the Treasury as "miscellaneous receipts" of funds such as
the
% Teferreq to in this provision of the Order. Thereafter, Mr.

Ce ; .
tes *31d, such funds cannot be disbursed until they had been appro-

Priy
bed for the purpose for which the expenditures are to be made. 1In
Vew

°f the technical nature of the matter, he said, it had been agreed
at

of the War Loans Committee yesterday evening that Mr.
Bartelt, c

Ommissioner of Accounts of the Treasury Department, would
eonfer With s

Propriate representatives of the Chief Finance Officer
of

i Army i an effort to work out a satisfactory solution. Since
Bbrg 'Sions Similar to those referred to in the Executive Order were con-
:lned i Section 6 of the proposed instructions from the War Department
meeme Federal Reserve Banks, it is probable that, as a result of the

1€ in the Treasury, the War Department representatives will propose

L
* Slon of that section of the instructions.
°°1‘din A thirg objection on the part of the Treasury Department, ac-
the prg t° Chairman Eccles, concerned the provision in section 3(1) of
tagq ®Poseq War Department instructions which provides that, in any

b Vhich any Federal Reserve Bank shall make or participate in

t . r =
thy W loan as fiscal agent of the United States under such au
bit

Vs the funds necessary therefor will be disbursed by the Federal
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}h8erve Bank acting as fiscal agent of the United States by draft on
the Treasurer of the United States. He said that the language here in-
Vﬂwed}md been included in the proposed instructions with the under-
anding that it was tentative, and that Mr. Vest had suggested that
the Matter be cleared in advance by the War Department with the Treas-
R¥ However, he said, it was not very important to the System which
mW’the Matter was handled, and it was likely that any procedure which
S agreeq Upon by the War Department and the Treasury Department would
e isfaetony to the Federal Reserve Banks.
) U, Eccles then asked Mr. Vest to state the legal basis for the
Bmmnce of Executive Order No. 9112 and for the execution of guarantees
t e Sred services and the Maritime Commission. Mr. Vest explained

g
i here might be question as to the authority of the President to
8

Sue ¢
" he Executive Order under the First War Powers Act. He said that,
e the Atto

Iy
2 had nhot

ey General had approved the Executive Order, he had not
°pinion on the matter. Moreover, he said, the War Depart-

obtained an opinion from the Comptroller General with re-

spect
t -
% i Whethey unallocated appropriations of the Department might be
&
n
the Qer the Provisions of the Executive Order. He went on to say

> agj :
Slde from obtaining a proper ratification of the Executive Order
the >
W Melusi o of adequate provisions in appropriation acts of the
q . .
of Navy Departments and the Maritime Commission, he could think

Not s
hlng further that might be done to strengthen the situation from
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e le 3

€l point of view, except possibly to have the Attorney General
Teng

°T an opinion on the validity of the Order. On the other hand, he
Sajq

» there wag no question whatever as to the authority of the War De-

Partp,
*Nt to make direct loans under the provisions of the Executive
OPder

; Chairman Eccles thought that questions would be raised by
Ters TePresenting commercial banks and suggested that it would be
Dx‘efez-able to discuss the matter frankly with the representatives of
hf Reserve Banks at, the afternoon session of the conference and that,
ok bsence of objection, he would ask Mr. Vest to discuss the mat-

{7
r at that time,

A Mr. Ransom offered no objection to the Chairman's
uggestion

dollbts . He said, however, that it would be unfortunate to create
a“thc,rithrough overzealousness in pointing out apparent defects in the
Opiflio les which might be used by captious lawyers as the basis for
as Questioning the validity of the Executive Order or of guarantees

ecu Ed
. thereunder. Mr. Smead expressed the opinion that it would
&dviSable t

Dect 0 tell the Federal Reserve Banks that they would be ex-~
ed

0 . . .
take whatever business risk was involved in so far as their

OPera+ s
a . . .
tions Were concerned. Chairman Eccles agreed with this view

d Sajq that

Regy > a@s to commercial institutions, efforts would be made to
8

an, .
V technical legal points that needed clarification.

; C°nsideration was given to a tentative table, prepared by the

£
a
% basis for discussion at the afternoon session of the conference,
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Suggested interest rates and guarantee charges which might

® 2dopted by the yrap Department in consultation with the Board of

vernorg, The table contained six different plans, all of which con-

tanﬂated & maximum rate to borrowers of 5 per cent and a range of
Chargesg for guarantees. A copy of the table has been placed in the
*iciay files of the Board.

At this point, Messrs. Smead and Vest left the meeting, and
i 8ction stated with respect to each of the matters hereinafter re-
erred Was then taken by the Board:

The minutes of the meeting of the Board of Governors of the Fed-
er Reserve System held on March 31, 1942, were approved unanimously.

Letter prepared for the signature of Chairman Eccles to Honorable

He!l . .
i M°I'€enthau, Jr., Secretary of the Treasury, reading as follows:

"In View of the provisions of the Execu?ive Order of
%amh 26, 1942, No. 9112, authorizing financing of contrac-
t9rs, Subcontractors, and others to facilitat? the prosecu-
:gn of the war, and in accordance withcthe.w1§hesag§ Eﬁz
and Na ments, the Maritime Commission .

W?” Produczgogegizid, we,are engaged in preparing regulations
Wth & view to the fullest possible cooperaticn on the part

ﬁf the Federal Reserve System. The objective of the Fede?al
oeserve System in carrying out the purposes of the E¥ecut}ve
Jder winy be to facilitate and expedite war production, in-
gl“ding the obtaining or conversion of facilities therefor,

d 8TTanging for the financing of contractors, subcontractors,
:gd Others engaged in business or operations deemgd ne;ezge
wap ° @PPropriate, or convenient for the prosecution o

"It as one of the means to this end,
¥hen finaiiigzngzgﬁﬁitgz,obtained on a reasonable basis
B 0280 the ysual banking channels, that the Federal Resgpve
onks, With or without guarantees, will utilize their povers
siber Section 13(b) of the Federal Reserve Act as far asdpgf-
tioie the financing of enterprises engaged in war produ
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ac%m"}'k}e Board feels that it would aid materially in the
by yop ishment of this purpose if the regulations issued
tionsu‘under date of August 15, 1934, entitled 'Regula-
ar thel;sued pursuant to subsection (e) of section 13(b)
Five 1 ederal Reserve Act as amended by the Act approved
to eacz, 1934', were amended so as to provide for payments
ernon. Reserve Bank in such amounts as the Board of Gov-
I}’ of the Federal Reserve System may request from time

(0] tl
3§rvem]§ Up to the full amount of the par value of such Re-

Yo ank's holdings of Federal Deposit Insurance Corpora-
pres S?OCk, without following the alternating process now
cf;]l:?e% by the regulation.

like ¢ his suggestion meets with your approval, we would

of theOBhave the privilege of having one or more members

o the oargl’s staff consult with your counsel in regard
_detalls of the changes in the regulation which would

®Sirable in order to effectuate this purpose."

Approved unanimously.
- MemOI‘&ndum dated March 27, 1942, from Mr. Nelson, Assistant Sec-
I’y, I‘ecomm . . . s .
iy ending that the following increases in salaries of employees
the g
®Cretary's Office be approved, effective as of April 1, 1942:

Yage Salary Increase
B, y Designation From To
o
%Arg' V'Eg:{ake Senior Guard $1,560 $1,680
en Kiqy Guard 1,380 1,500
ell Junior Operator
(Duplicating Devices) 1,440 1,620

Approved unanimously.

L
. ®tter to Mr. W. F. Broadwell, Courts & Co., Atlanta, Georgia,
dlng as
follows:

I‘egargﬁei‘erence is made to your letter of March 11, 1942
York S Ng the question whether a member firm of the New
Ner o ock Exchange may extend credit to a general part-
) makethe firm for the purpose of enabling the partner

& contribution of capital to the firm, and whether
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nif.such & loan is made it may be secured partly by se-
Curities that are not registered on any national securities

"For your information there is enclosed a copy o?
R?gulatiOH T which relates to this subject, and you will
nd that section 4(f)(2) of the regulation on page 9
deas Particularly with the point. It is the view of the
Boarq that a loan of the kind described is permitted under
section L(£)(2)(B) with the approval of an appropriate
SO e of a national securities exchange, or is per-
2itted under section 4(f)(2)(A) without the necessity for
9ch 4pproval. If the loen is made under either provi-
ooon there is no requirement as to how the loan must be
§ecured’ Oor whether it must be secured at all, except that
o the Case of a loan under section 4(f)(2)(B) there must,
Course, pe compliance with any requirements imposed by

© committee ag g condition to its approval.
ul, ."Y°u will note from the inside cover page of tpe reg-
thatlon that it is suggested that any inquiry relating to
e : Tegulation should be addressed to a nat19nal.secur1t1es
XChange of which the person making the inquiry is a mem-
drr °Fs if this is not practicable, that it should be ad-
whissed to the Federal Reserve Bank of the district in
an °h the inquiry arises. Accordingly, if you sh?ul§ have
gey further question with respect to the matter, it is sug-
sid that you commmicste with either the New York Stock
“hange o the Federal Reserve Bank of Atlanta."

Approved unanimously.

Memorandum dated March 14, 1942, from Mr. Goldenweiser, Director

o g

8 D . .

Plvision of Research and Statistics, reading as follows:

sy "Boarg approval is recommended for proceeding with a

ber Y Of ney commercial and industrial loans made by mem—
= banks

Bog "0 the basis of a recommendation dated January 29, the
therd o February 9 addressed a letter to the Pre51den§s of

ang Federal Reserve Banks describing the proposed survey

bankreqUGSting their comments and those of selected member
servs o this project. Replies received from Federal Re-

e ® Banks indicate that the member banks consulted gen-
th:lly are willing to supply the information rquested if

Boarg feels there is a real need for it. While some
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Danks do not see this need, others are enthusiastic about
° Project and believe that the information would be of
8reat, Value. There was general agreement that the proposed
™ is clear and reasonable, and a number of useful sug-

%estions for more or less minor revisions were received.
siq "0n the basis of suggestions received and further con-
fration of the problem, some revisions have been made in
are Plans for the project and in the report form. These
taekln the direction of simplification and of reducing the
: 3f reporting and tabulation. y I
€ principal change from the earlier prop '
thay the Sﬁrvey gover thg single month of April, for which
T banks would be requested to report, instead of
in three months with a separate group of banks report-
ca§ Each month. Ve hope that an adequate.sample of returns
The N ?btained without making the reporting compulsox.'y. .
detem. size of loan to be reported by any bank will be
the -lined on the basis of total amount of loans made and

all memb e
?OVering

Wi‘?, size of city in which located, rather than in accordance
frox}; Teserve classification. In accordance with suggestions

Sent YBNy of the Reserve Banks, a proposed letter to be
© member banks explaining some of the reasons for the
e;‘{ has been prepared. o

in gy, o Principal objection to the survey, as anticipated

is ¢ © Board's letter of February 9 to the Reserve Banks,

thig >.3dditional burden of reporting such information at

Btafftlme when banks have a large load of work and depleted

ar S In many cases, however, it was indlcateq that the

al‘eg:b anks recognize the value of such information and

Areg Le ang willing to supply it. A number of them have

to ¢ % supplieq information of a somewhat similar nature
Cel‘ican Bankers Association or the Assouatlorsx of

b ® City Bankers, or have it for their own use. Some

tizk:’ for example in the St. Louis District, indicated that

Some S .Of supplying the information would not be burdf'sn—

the las 1t could be easily entered on the form at the time

fI‘om zan 1S made. Principal objections to Fhe proposal came

Cit, he Federal Reserve Banks of Minneapolis and Kansas

the .. Oth of which indicated that it was not clear that

J Stieasons in favor of the project were sgfflClent.to

ingg e burden to be imposed on banks in reporting the

Pebrege. s These views, however, do not appear to be

ang ofentative of the general opinion of Reserve Banks

Member banks consulted.
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"As the forces working toward inflation continue to
°P, it becomes increasingly important for the Board to
© Wore adequate information about the nature of the ex-
Pans}On of bank credit. Commercial loans of member banks
a;e ‘Nereasing, and there is a wide difference of opinion
th;ng those who have looked into the question as to whether
S trend will continue or whether the demand for bank
Will begin to decrease in the near future. It ap-
that banks are still endeavoring to make as many
takes 88 they can find a demand for. Whatever changes
how Place in the total volume of lending, we should know
Towe ferent, types of loans and different groups of bor-
bar. > 2T being affected. It is to the interest of the
thats’ as well as of the policy-determining authorities,
Such information be available.™

deVel

Oang
Pearg

Approved, with the understanding
that the survey would cover the period
from April 16 to May 15, 1942, inclusive.
On this action Chairman Eccles voted no',
and it was stated that at the meeting of
the Board on February 6, 1942, when this
matter first came up, Mr. McKee voted
8gainst the survey as he did not think
1t should be made at this time.

In accordance with the above action,
the following letter to the Federal Re-
Serve Banks was also approved, Chairman
Eccles voting "oz

"En°1°Sed is a preliminary draft of a reporting form
cia) a°°P¥ of instructions for a one-month survey of commer-
the g A4 industrial loans at member banks, as approved by
m&mﬁoar ?f Governors after consideration of the suggestions
is sHbPed in response to its letter of Februa?y ?. The form
Supp). JeCt to minor revisions before final printing, and a
Necq Y of the form will be sent you as soon as possible. The
pPOdu:aPy Number of copies of the instructions should be re-
DPOpOSed at your Bank. There is also enclosed a copy of a
fach Fed letter explaining the survey that may be sent by

woderal Reserve Bank to its member banks.
rPom A oW will note that the survey is to run for one month,
be re Pril 164 through May 15, and all member banks are to
effor%uested to report. Although reporting is not compulsory,

S should be made to obtain reports from as many large
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"bankg 88 possible and from enough small and medigm—-smed
banks to make the sample a thoroughly representative one.
i order to provide an advance indication as to the‘ cover-—
gge ich may be expected, it is suggested that each member
. € Supplied with a card, a copy of which is attachec.i,
oy Vhich the bank is asked to indicate the number of addi-
J'Cim-lal forms it may need to supply the information or to
“dleate its inability to participate. . o
ot 1N€ forms for the survey will be printed in Wash-
segbon, Each form will contain space for reporting about
dis.f:iL‘ndividual loans on each page. There will be three
rent forms, differing only with respect to the mini-
€ loan to be reported by the bank receiving f;he ;
Ndyas. - 1 banks having $10,000,000 or more comme?c:].al an
F Rustrlal loans on December 31, 1941 are to receive Form
Bank S?Z"‘A: calling for data on loans o%‘ $5,000 or over.
$10 8 10 cities of over 100,000 but having less than .
I‘ec;- 0, commercial loanslon D;cem’zeia%;l izg_rllsag; o)
F.R. -B, calling for da
&;,?g 211; over.R BZZfis in citieg of less tparlx iogr,lgogn(ex-
Deceyy XS having over $10,000,000 commercial lo .
foielgﬁr 31, 1941) are to receive Form F.R. 574-C, calling
Maka

siz

& on loans of #1,000 or over. In case & bank should
be a less than 10 loans of above the m:Lm_mum size, 1tdw1ll
dupy d to report the 10 largest commercial loans made

See tﬁ the monty,, Each Federal Reserve Bank is asked to
bep b 3 .he broper type report form is sent to each mem-
ﬁrllk 10 its district. . .

bep of b wily be appreciated if you vu%l estimate the num-
apt, ¢ ank forms of each type you think your members are
hat, So Neeqd during the month, and advise us of these es:c,l—
the e at € earliest possible date. It is suggested that
Needeq tes be broken down into two parts: the nw;big
Tont © be sent to member banks at the beginning o i
n peeonds as far as possible, those apt to be needed later
The ssponse to member bank requests for ac.idltlonal.forms.
' edy, Ply needed for the first purpose will be printed
Nirey ®ly and additional copies vill be printed ai r:a
In the 1s hoped that the report forms can be p ace

. hands of the member banks a few days before April

' .
Yoy 1, 8tructions for tabulating the data will be sent to
iy gtep. Any suggestions you may have as to tabulation
® @ppreciateq.
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proje"Further correspondence regarding details of this
oy ¢t may be addressed to the attention of the Division
€search and Statistics."

: Letter ¢, the Presidents of all Federal Reserve Banks, reading
s f°llows :

n
a Statzgere %s enclosed for your information a copy 9f
" procent issued by the Department of State regarding
sistanceedure to_be followed in extending financial as-
erest to American nationals in territories where the
ang, ° of the United States are represented by Switzer-
"
give ain the.event your bank should be called upon to
izeq toy advice concerning this matter, you are author-
action S8y that the State Department prefers that any
lonay g e provide financial assistance to American na-
tates aln territories where the interests of the United
Dersop sge represented by Switzerland, be initiated by the
in thig eklng such assistance or by near relatives located
tives lOCOHntry. We are advised that Swiss representa-
0 °0ntac:te§ in such enemy territories have been asked
territ0r§ Citizens of the United States living in such

CIOSed ©8 and advise them of the substance of the en-
Statement, n

Approved unanimously.

My, .
the Yorrill suggested that the Board authorize the payment of
of
Iy 1UHCheon served in the Board's dining room today to Mr.
Kenney’

Special Assistant to the Under Secretary of the Navy.
Approved unanimously.

Thereupon the meeting adjourned.

o

Assistant Secretary.

Chairman.






