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A Meeting of the Board of Governors of the Federal Reserve

Srste

n ;

& Was held ip Washington on Monday, April 6, 1942, at 11:30
om,

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

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

The ns
t ® action stated with respect to each of the matters herein-

fe
'red to was taken by the Board:
Th .
® Mminutes of the meeting of the Board of Governors of the

e
S€rve System held on April 3, 1942, were approved unani-

The py
Pege, Mnutes of the meeting of the Board of Governors of the
Reg
ety °TVe System held on April 4, 1942, were approved and the
ec
°rded therein were ratified unanimously.

Cha
aet’ved Hruan Eccles reported that Kenton R. Cravens, who had
o

a
Di"isj_ t'empOI'aI:y basis as a consultant on consumer credit in the
On

of
the . Securi ty Loans, would be willing to reenter the employ of
Arq

f
Dogq of e temporary period of not to exceed 60 days for the pur-

Se
B°&rq . "Ving as Administrator in the organization created by the

th
the ® Meeting on March 26 in connection with the discharge by
arg

of 3
th%izin g responsibilities under Executive Order No. 9112 au-
g

the s .
= flnanclng of contracts to facilitate the prosecution
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of the war,

=2
N Chairman Eccles reported also that it was the recommenda-
i°n of hs:
fimself ang Mr. Draper that, effective today, the Board appoint

. Cra
Vens for the temporary period, on the same terms as his previous

poin
"Went, under which his salary was fixed at the rate of &Li,500

Pe
tene
& dyms
4 Uring the period of his temporary employment and reimbursement

or he
hig 2ctual nege
fnq

was allowed a per diem of $10.00 in lieu of subsis-

ssary transportation expenses between Cleveland

Oaj:S:ington as well as his actual necessary transportation expenses

hﬁ“ﬂ_a R points to which he might be sent under proper written
uthorizatiOn on official business of the Board.

Approved unanimously, with the further
Understanding that, effective immediately,
the office of Administrator for the War Loans
Committee would be established which would
N0t be a part of any division of the Board's
Staff; that Gardner L. BootheII, Technical
Assistant, Catherine E. Hopping, Clerk-
?tenogr&pher, and Mary Holmes, Clerk, all
In the Division of Bank Operations, and

Tederica R. Lockhart, Clerk in the Office
of the Secretary, would be transferred to
t office, effective immediately, with
N0 change in the salaries they are now re-
Celving; and that as promptly as possible
i‘budget covering the expenses of the of-
1ce for non-personal services would be
Submitted to the Board for approval.

et .
ter to Under Secretary of War Patterson, reading as follows:

LEATN
raVor;&ieunderStand that the War Department is giving

consideration to the adoption in the form en-
Sra] pe Srewith of instructions to be issued to the Fed-
-9°rVe Banks with regard to their operations under

Ve Order No. 9112, dated March 26, 1942. These

8
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o
rere Prepared in informal consultation with ropresenta-‘
T o the Board of Governors of the Federal Reserve Sys-
tem: The Proposed regulations of the Board of Governors to
: “5Sueq Dursuant to the provisions of the Executive Order
oy Lde that the operations of the Federal Regervg Banks
tiereunder Shall be conducted in accordance with 1?3121‘9:;11
thozls Lssueq by the War Department after consultation wd
thi Boarq of Governors of the Federal Re:}erve Sy§tex(r} 2;18
Sats S to advise you that the enclosed instructions

isfactory to the Board of Governors."

Approved unanimously. The instructions

®Nelosed wity the letter were in the follow-
lng i‘orm;

Wap "Pursuant to the authority vested in the Secretiryagg
Othe ¥ Executive Order No. 9112, dated Marcp 26, 1245,13_
8ate§ 3Uthority vested in the Secretary of Viar, an ; al
Purg © OT othervise vested in the Under Secretdrydo a].-
eseu %0 such order or any law or or@er, iach Te er
hereive 8Nk, as fiscal agent of the United States, 1sd
to pey. SUthorizeq to execute and deliver guarantees ant
Da.rti Oang, discounts, advances and commitmentsto?n Zc-
Corg ﬁcﬁat? therein on behalf of th:.war Department i
! oL wing instructions: _
“HoTloy 1. thiJe:sggl;ln%lf%ﬁﬁcm CONTRACTING OFFICERS.
< ¢ Under 2 of War or his duly euthorized
&zgm‘ie:sentative Wf;?::agon as practicable designate liaison
fop (ioneia] contracting officers and alternat‘?s there;
216 ®Teinafter referred to as liaison officers), to
- D each city in which a Federal Reserve Bank
Tieg Heteq and elsewhere as required. Such lisison of-

afy When designated shall have the authority herein-

€a,
e e D b R
tlay rljhere has been established in the Budget anq Finan- .
et Mstration Division, Service of Supply3 War Izegar -
cellt:er Adv&nce Payment and Loan Section in whlcl} h;lo Eii‘n
eeutiv € administration of the powersmconfer?cd by
notifie Order 9112. The Federal Reserve Banks will be
hayg *4 frop time to time of the names of officers who
Qey foeen SUthorized as financial contracting offlceI.'S tof
gual‘ant he War Department in authorizing the execut"lvon o
e 8 408 and the*m&king of loans on behalf of the War De-
Droeeént' Pending the appointment of liaison.oi‘ficers the
e Teseribed in paragraph () of Section 3 hereof
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n

t:h:}li; be followed, in so far as applicable, with respect

the Warplr)'Oposed guarantee or loan to be made on behalf of
MSEQ epartment, regardless of amount.

CTION 3. PROCEDURE IN MAKING OR GUARANTEEING LOANS.
tor, s"ggen it appears to a liaison officer that any contrac-
Barsrys contractor or other person (hereinafter called 'en-
Nessg ore ) is engaged in or is about to engage in any busi-
Neceggy Operation deemed by the liaison officer to be
of the TY¥, appropriate or convenient for the prosecution

eJtpegiar and is in need of funds in order to facilitate
of faq ili:e war production or the obtaining or conversion
eral py ies needed therefor, he will so notify the Fed-
fleep Serve Bank in writing. Thereupon such liaison of-

and Federal Reserve Bank shall proceed as follows:

2) The Federal Reserve Bank will make an investiga-
enterprithe credit standing and financial condition of such
deteryy 8e and of the character of its management and will
Viding Ne the most appropriate and expeditious method of pro-
te &ne%ssary financing and the amount thereof and the

A (g‘)l conditions of such financing.
the fol1 Such financing may be accomplished by any one of
bank o OWing methods: (1) A direct loan by a commercial
2 Fegey. aither financing institution; (2) a direct loan by
commercj_alReServe Bank; (3) a participation in a loan by a
SUch hany bank or other financing institution with other
Serve S‘Or financing institutions or with a Federal Re-
Provige o (4) a direct loan or participation therein as
In whoye in gl), (2), or (3) above guaranteed against loss

lon by t°r' in part by the War Department; (5) a participa-
b i Fhe War Department in a loan made by a commercial
(6) a 4y ederal Reserve Bank or other financing institution;
&Prangem:eCt loan by the War Department; or (7) such other
Deditj_Ou nt as is considered to be most appropriate and ex-

n( ? Ssubject to the approval of the liaison officer.
that, nec In general, it is the policy of the War Department
I‘efel,regessal':{ financing be provided to enterprises above
ang that, to without guarantees or loans by the War Department
€rence t guarantees to the extent necessary be used in pref-
n( d;’ loans by the War Department.
to e In arranging for loans or participations therein
l°9~ns guar&nteed by the War Department and for the making of
lent, ;‘ Participations therein on behalf of the War Depart-
be e;tpe € Federal Reserve Bank and the liaison officer will
Depapy cved to make reasonable efforts to afford the War

®nt the best available protection against possible

n
ton of
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dflnanci&l loss consistent with obtaining maximum war pro-
uction

not, 1, €Xpeditiously, but such guarantees or loans shall
Plonts denied or substantially delayed because of the dif-
Sulty or obtaining adequate protection against such loss.
of o "(e) Except as provided in paragraph (g), if the amount
to etguarantee or loan to be made by the War Department,
Daitmher with other guarantees or loans mad? by the War De-
the ent, Navy Department and Maritime Commission thl.-ough
Withagency of such Federal Reserve Bank and outstanding
the TeSpect to the same enterprise, does not exceed $100,000,
Unit, ederal Reserve Bank, acting as fiscal agent of the
ed States, may execute and deliver such guarantee or
&dvi Such loan on such terms and conditions as it may deem
a Sable, in accordance with the terms of these mstruc’_t,lons
tin °f the executive order above mentioned, without submit~-
Depi the matter to any other officer or agent of the War
Tag I‘Em ent for prior approval, but report thereof _shall be
o) Wire to the Advance Payment and Loan Section.
is pe (£) Except as provided in paragraph (g), in case it
Dartmcomended by the Federal Reserve Bank tl:lat the War De-
the 0t execute a guarantee or make a loan in excess of
Bam(&mount authorized by paragraph (e), the Federal Reserve
p°rti§ ~L submit its recommendation with the necessary sup-
of th, information to the Advance Payment and Loan Section
etw: ar Department. In case there is any disagreement
to When the liaison officer and the Federal Reserve Bank as
Shoulether or not such guarantee should be executed or loan
Sithe, o Made or as to the terms and conditions thereof,
1iaisr under this paragraph or under paragraph (e), the
Port, oM officer shall, and the Federal Reserve Bank may, re-
con . C8Se to the Advance Payment and Loan Section with
tion ®Mendation and with full necessary supporting informa-
ny . e Chief of the Advance Payment and Loan Section or
tohopf(:x CCutive or assistant executive officer thereof may au-
glle.raze the Federal Reserve Bank to execute the proposed
Deparntee Or to make the proposed loan on behalf of the War
i S tment upon such terms and conditions as may be prescribed
Boar‘?h authorization, which may be transmitted through the
Such g vernors of the Federal Reserve System. Thereupon
Unitededera]_ Reserve Bank, acting as fiscal agent of the
guarants tes, is authorized to execute and deliver such
hayp  -®® Or to make such loan, as the case may be, on be-
Such °f the War Department in accordance with the terms of
tive a“thol‘iza.tion , of these instructions and of the execu-
€r above mentioned.

631
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"(g) In case it is proposed that the War Department
Suarantee g loan to be made or participated in by the Fed-
e?al Reserve Bank and the amount of such guarantee, together
Nl Other guavantees op loags mads by the War Department,
of Department and Maritime Commission throug? the agency
to c9ch Federal Reserve Bank and outstanding with respect
3 the same enterprise, does not exceed $100,000, the
¢ &l§°n officer may make such guarantee on such terms and

nditions as he may deem advisable. If the amount of
o fuarantee, together with other such guarmmtee.? or
‘nﬂns outstending with respect to the same enterprise, is
by ®Xcess of $100,000, the liaison officer shall submit
to trecormnendation with necessary supporting information

he Advance Payment and Loan Section of the War Depart-
a;nt' The Chief of such Section or any executive or assist-
of;iexecuti\re officer thereof may authorize the liaison
ecutCer Or any other financial contracting officer to ex-
U the proposed guarantee on behalf of the War Department
aﬁzn SUch terms and conditions as may be prescribed in such
0 horlzatim’l, which may be transmitted through the Board
offiover?°r8 of the Federal Reserve System. Thereupon such
on bCer 1s authorized to execute and deliver such guarantee
of Palf of the War Department in accordance with the terms
e:ce:uc%1 authorization, of these instructions and of the
uﬁlve order above mentioned. )
fo (h) The 1iaison officer shall have access to all in-
With ion in the possession of the Federal Reserve ?ank
Dart-r?SDQCt to any enterprise and shall have the right to
guarlclpate in the negotiations with respect to any proposed

o Mee or 1oan. He shall have the right to object to

or texecutiOH of the guarantee or the making of the logn,
mento a0y term or condition thereof, prior to any commi t—
the th respect thereto. In the event of such objection,

pfocedure prescribed in paragraph (f) shall be followed.

e '(1) 1In any case in which a Federal Reserve Bank shall
Unit, or Participate in making a loan as fiscal agent of the
for &d States under this authority, the funds necessary there-
of th 11 be paid to the Federal Reserve Bank as fiscal agent
by € United States by checks drawn in favor of such bank
Sepy dISbursing officer of the War Department. A Federal Re-
anq ; Bank may, however, use its own fun@s for this purpose
& Wap noUch event will be immediately reimbursed therefor by

¥ Department, disbursing officer.

"SECTION 4. REPORTS.

"The Federal Reserve Banks shall make such reports as
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"nay be required by the War Department with respect to pro-
Poseq

guarantees or loans made or denied under the prov1§1ons
:ﬁ these instructions, including reports as to losses, 1li-
itie . :
"SECT§0§msi.ex§z¥§§f MATURITIES AND OTHER CONDI§IONS.

"Rate i t to be charged on loans made or
guaranteedsigfwtgizrzi in part by the War Department through
the agency of any Federal Reserve Bank and general pollclt?s 4
$3 to terms, conditions and maturities shall'be as determine
i 3ccordance with the regulations or directions of the .
Boarg of Governors of the Federal Reserve System issued i -

: consultation with the War Department, Navy Departmen .
zr Titime Commission in accordance with the provisions o
e ®Xecutive order above referred to.

"SECTION 6. EXPENSES AND LOSSES. P

“Inte other charges derived by the
Depa entrgizé {222; :23 guarantees of the kinds referred

> hereiy shall be deposited by the Federal Reserve Bank in
17 account of the Treasurer of the United States for credit
in the disbursing account of the appropriate War Departmgnt

sbursing officer. The Federal Reserve Bank will be reim- i
rsed Y the War Department in the usual manner f?r expenses
:nd °Sses (including but not limited to attorneys' fees and
izpenses of litigation) incurred by such Federal Reserve Bank

cting as figcal agent under these instructions.

"SECTION 7. GENERAL. .

"A Federal Reserve Bank, in arranging ?or or making ?ny
%Eary €8s or loans or participations therein on behati o
ore'“ T Department under or pursuant to these instruc on:
ac e king renewals or extensions there9f or in tak@ng ny
Wition that such bank deems necessary to insure compliance

rth the erms and conditions of any such guarantee, loan
Uns ST ticipation therein, will act as fiscal agent of thia
b?izt tates and shall have no responsibility or accounta-

v exce fiscal agent. .
be "The tgzmé?lzgg?, as usedgin these instructions, sgall
in Sonstryeq as referring to a loan, discount_or agvancc;mf
miCluding 4 participation therein, and sha}l include advance

[Rent to make op purchase such a loan, discount orta
herwise indicated by the context; but such terzéde
be construed to include any advance.paymeg S taston
on 5 o Mar Department, Navy Department or Maritime Commi
: wDecific contract or on specific contra?ts. )
"The tern 'guarantee' as used in these instructions

€ss ot
not,

sh
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"Shel] pe . ‘ )
gual‘antee construed as %nclx}rzil:g &, comnltfncn't to make such a
Unless otherwise indicated by the context.
Structions, which have been issued after con-
Sten, o the Bozj:rd of Govgrnors of the Federal Reserve
ting gy, D€ Tevoked at any time or modified from time to

ion wity

reVOCaizer Consultation with the said Board, but no such
Obligat Ol or modification shall affect eny action teken or

SXisty 100 incurred under the provisions of the instructions

1ncurr2§.fft the time such action is taken or obligation is

Lete
Vier Prepared for the signature of Chairman Eccles to Under

“Ly
of W .
‘aT Patterson, reading as follows:

n
dep th-;\s You.knoy,_-, sctions of the Federal Reserve Banks, un-
1942, a Provisions of Executive Order No. 9112 of iarch 26,
Boapq fe Subject to such directions and conditions as the
Seryy *bGOVGI‘nors of the T'ederal Reserve System may pre-
the Se::r ¥ regulation or otherwise, after consultation with
t Co";:*u‘y of Wer, the Secretary of the Navy or the Mari-
i *8s8lon, or their authorized representatives. Ac-
la lop g’bCOnsideration has been given to a proposed regu-
xeeuti: adopted in accordance with the provisions of
® Order and also to the cuestion of the maximum

°n 14 " Tate that may be charged by financing institutions
e Maritiguaranteed by the War Depsrtment, Navy Department
gu&ranteeme Comnission and the fees to be charged for such

“The: by these agencies.
11 41 ang matters were discussed at the conference held on
a‘)l‘s, Whi ey 2y 1942, et the offices of the Board of Gover-
genci Was attended by representatives of the several
repres(antthe Government named in the Executive Order and
1 "Mt o matiYes of the Board and the Federal Reserve Banks.
N betweeeetlng held at the Board's offices on April 4,
the vel‘nmen Tepresentatives of each of these agencies of
the Iﬂaxmum ?t and of the Board of Governors, the subject of
1 S digey Uterest rate and the fees on guarantees was fur-
Owg, Ssed and an informal agreement was reached as fol-
i ' axi
Inggyy m:;“ interest rate which may be charged by financ-
5 Vap eu 1lons on loans gueranteed in whole or in part by
qefer Partment, Navy Department or Maritime Commission:

°11‘able;’ Subject to change from time to time as may appear
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!
by th'The folloving schedule of fees for guarantees made
sion e War Department, Navy Department or Maritime Commis-
siragl:?bject to change from time to time as may appear de-
Guarantee Charges on Portion of Loan Guaranteed
'  Charges to be determined

' by Reserve Bank within
Qn&ggﬁ-&i_LQ n Guaranteed ' _ following limits

8,
91 - 100% ' 30 - 40% of Loan Rate
75 e 90% 1 20 - 25% n n "
Up to 75% ' 10-206 ® w

' No charge shall be less than
' 1/2% per annum on portion of
' loan guaranteed
1
n
of theAt the meeting on April /4, 1942, the proposed regulation
Congy er:grd of Governors under the Executive Order was also
08ed e ang there is enclosed herewith a draft of the pro-
one o tgulatlon. The draft enclosed, with the exception of
sent&tivwo minor details which have been discussed with repre-
e Peguis of your department, is identical with the draft of
i a‘Flon which was considered at the meeting on April A4.
Prompty W11l be appreciated if you will advise the Board as
fo Y 88 possible whether the proposed regulation in the
Osed, together with the maximum rate of interest and

t €ncl
he guar
Yoy, n antee fees as above set forth, are satisfactory to

Approved unanimously, with the under-
Standing that similar letters were being
Sent to Under Secretary of Navy Forrestal
and_Chairman Land of the United States
Maritime Commission.
The BOardl

Yo S War Loans Committee had been given to understand by

e
siwlzzntatives of the War and Navy Departments and the Maritime Commis-
the dra;: "eeting held in the offices of the Board on April 4, 1942, that
%epro of Tegulation enclosed with the letters referred to above and
fo e Schedule of fees set forth in the letters had received the

a
Dy PProval of the three services, and that advice of formal ap-
N

Woul
 be contained in the replies to the Board's letters. A
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dl‘aft

~10-
of
& the Boarq's regulation had been approved informally by the
8rd at, :
& meeting on April 1, 1942, and had been discussed subsequently
re .
Presentatives of the Federal Reserve Banks, and the regulation
S sub s
Tited by the War Loans Committee at this meeting of the Board
& re .
Commendation that it be adopted, effective immediately.
Thereupon, upon motion by Mr. Draper,
the following resolution was adopted by
Unanimous vote:
.Resolved, That Regulation V, War Fi-
Nancing, be adopted in the following form

to become effective immediately:

"WAR FINANCING

"SECTION 1. AUTHORITY.

n
to theTgis regulation is based upon and issued pursuant
Marqy, 2% €cutive Order of the President, No. 9112, dated
Order) > 1942 (hereinafter referred to as the Executive
and pa’ ind various provisions of the Federal Reserve Act,
f Wap teen lssued after consultation with the Secretary
Mapy iy he Secretary of the Navy, and the United States
Comps < ¢ Commission (hereinafter referred to as Maritime

SSlon), or their authorized representatives.
. BJECTIVE OF THE FEDERAL RESERVE SYSTEM.

n

ing Oughz objective of the Federal Reserve System in carry-
ang exp ?e purposes of the Executive Order is to facilitate
VersionEdlte war production, including the obtaining or con-
of Cont, of facilities therefor, by arranging for the financing
Nesses Tactors, subcontractors and others engaged in busi-
Pargy, n°r Operations deemed by the War Department, Navy De-

or ¢ Or Maritime Commission to be necessary, appropriate

“lent for the prosecution of the war.

"SECTION 3. BOARD OF GOVERNORS.

h
The Boarq of Governors of the Federal Reserve System
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igzli Cooperate and assist in every way possible in carry-
erol Ut the provisions of the Executlye Order. It w:Lll ex—

of tSe general supervision and direction of the operations

d he Federal Reserve Banks under authority of the Executive
tiogr &nd will prescribe from time to time, after consulta-
or thwlth 1.:.he Secretary of War, the Secretal.r'y of the Navy
ive € Maritime Commission, or their authorized representa-
ag % Such further direction of the Federal Reserve Banks

Ing s -
ecutii’re € necessary to accomplish the purposes of the Ex

Feger.c Ofder. A1l facilities of the Board and of the
Pose o ReServe Banks will be made available for the pur-
3 of f

Ineyygs acilitating the financing of business enterprises,
tieiu € smaller businesses, in order that they may par-
Pate more fully in speeding up war production.

"SECTION ). FEDHRAL RESERVE BANKS AS FISCAL AGENTS.

ca), a“Feder‘al Reserve Banks, having been designated as fis-
ury €ents of the United States by the Secretary of .the Treas-
°Der§\€r8uant to the terms of the Executive Orde{', will co-
Xpedi:.tc’ the fullest extent possible in carrying out .
Orde *ously and effectively the purposes of .the Ebcecuf,lve
ang ¢ N accordance with the provisions of this regulation
ent o iNstructions of the War Department, Navy Depart-
ael’\reor Maritime Commission. To this end the Federal Re-
With thanks will arrange guarantees and loans in accordance
etl"uctie Provisions of the Executive Order and of the in-
ting no0nS of the War Department, Navy Department or Mari-
the Ommssion, respectively, wherever it is believed that
ductig 11 contribute to the obtaining of maximum war pro-

e rn SXpeditiously. While the Federal Reserve Banks will
Depar ©asonable efforts to afford the War Depari}ment, Navy
teots oNt and Maritime Commission the best available pro-
thig . ,282inst possible financial loss consistent with

! Objective: such guarantees or loans should not be de-

°r substantiall d when they can be provided
y deleyed when they .
Nav;cgordan(%e with the instructions of the War Department,
e

noPertient or Maritime Commission.

Nane Fach Federal Reserve Bank should arrange such fi-

or parﬁf Where practicable, without any guarantee or loan
D&rtmlcipation therein by the War Department, the Navy

b S0t or the Maritime Commission, through commercial

& othwhethel‘ or not members of the Federal Reserve System

i financing institutions, or through the Federal
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n

stgge Bank under the provisions of section 13b of

gu&ranteral Reserve Act. Where this is not feasible,

ritimees by the War Department, Navy Department or
nanciy, © Commission of loans made by such banks or fi-
useq lrgm institutions to the extent necessary should be
Y an preference to loans or participations therein
Y of these agencies.

"SECTION 5, INSTRUCTIONS OF WAR DEPARTMENT,
NAVY DEPARTMENT, AND MARITIME
COMMISSION.

n

Co;m&sg?e War Department, Navy Department, and Maritime
£ the on, after consultation with the Board of Governors
tiong "ederal Reserve System, will issue general instruc-
s &:{h respect to the operations of the Federal Reserve
gal‘ding ter the Executive Order, including provisions re-
liaison he.relationships of the Federal Reserve Banks with

officers or other field representatives of such

ci
dep thzsﬁzx The operations of the Federal Reserve Banks un-
With ¢ €cutive Order shall be conducted in accordance
Uch instructions.

"SECTION 6. RATES,

L]

Made oi{ates of interest, fees and other charges on loans
Tent, Nag“aranteed in whole or in part by the War Depart-
agency op' Department or Maritime Commission through the

be Prese any Federal Reserve Bank will from time to time
Oth, I'Wisr bed, either specifically or by maximum limits or
System a;"c by the Board of Governors of the Federal Reserve
Depal‘tmen er consultation with the War Department, Navy

Re%em,e Ban;:; Maritime Commission, and with the Federal

"SECTION 7. MATURITIES,

"Wi't,h res

st}’ be oth pect to financing of production, except as

0 Ction €rwise authorized specifically or by general in-
Ommg g5 S by the War Department, Navy Department or Maritime
hole Oror.l’ the maturity of any loan made or guaranteed in
Such age n part by a Federal Reserve Bank on behalf of any
Towey foncy shall be consistent with the needs of the bor-

T the fulfillment of the contracts or orders for
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n hi;ﬁ the financing is provided. With respect to fi-
arani of facilities, the maturity of any loan made or
eed in whole or in part by a Federal Reserve Bank

on b

uponegalf of any such agency shall be as may be agreed

Such m:twe?n the parties concerned but in no case shall
turity be in excess of five years.

"SECTION 8. REPORTS,
n
as theEECh Federal Reserve Bank shall make such reports
shayy ,..03Td of Governors of the Federal Reserve System
the terequlre with respect to its operations pursuant to
™S of the Executive Order and of these regulations.

"SECTION 9., GENERAL,

"

°0n§28 term 'loan', as used in this regulation, shall

includinrued as referring to a loan, discount or advance,

itmen % @ participation therein, and shall include a com-
ess otg make or purchase such a loan, discount or advance

Shayy fiot erwise indicated by the context; but such term

by the Ol be construed to include any advance payments made

on g spea? Department, Navy Department or Maritime Commission

neeeific contract or on specific contracts.

e °°nste term 'guarantee' as used in this regulation shall

ante Tued as including a commitment to make such a guar-

€8s otherwise indicated by the context."

Upon motion by Mr. Draper, and pur-
Suant to the provisions of section 6 of
Regulation V, the Board, by unanimous vote,
Presecribed a meximum interest rate of 5
Per cent on loans guaranteed in whole or
in part by the War Department, the Navy

€partment, or the Maritime Commission,
and the following schedule of fees for
Such guarantees:

Guar&ntee Charges on Portion of Loan Guaranteed.

: Charges to be determined
Pe?cent& by Reserve Bank within the
\\\““EEL2£_L0an Guaranteed
1 - 1007

following limits
76 - 90z

30 - 40% of Loan Rate
Up to 75% (Inclusive)

20 - 25% of Loan Rate

10 - 20% of Loan Rate
No charge shall be less than
1/2% per annum on portion of
loan guaranteed.

ey %0 o0 80 ee o0 fee o0 ¢
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Telegram to My, Hays, Vice President of the Federal Reserve
of
CIEVeland, reading as follows:

vaer"YEUr wire March 31. In determining maximum credit

may b; icense plates, transfer fees and similar expenses

iHStalladd?d to appraisal guide value. However accessories

the o ed in the car at the time of sale or sold at about

Drais:Te time for installation may not be added to the ap-

tehded gulde value, and no additionel credit may be ex-
€cause of them."

Approved unanimously.

5 Letter to the representetives of the trade who were in attend-
Ce at the Ma,

fﬂl rch 13, 1942, conference on nonpurpose loans, reading as
OWS :

]
in theAg the March 13 conference on nonpurpose loans held

Drepare card's offices, it was suggested that the Board

Otheng & Questionnaire to be submitted to you and the
"T;n attendance. You will find a copy herewith.

long ande,purpose of the questionnaire is to obtain opin-

Ssaigy o MOrmation, infornally and confidentially, to
Ty 8 Board in formulating its policies.

Iing ps &0t be helpful to state briefly the problem

l°ans a 18¢ to this series of questions. Nonpurpose

e o described in section 5(b) of Regulation W have

S .
re&songsjeCt to regulation primarily for the following

Looag the outset Regulation W did not provide

for a so-called '"Purpose Test' and, accord-
ingly, it was necessary to regulate all loans
5 Lo cover 'purpose! loans.
* There is room for doubt of the effectiveness
of a Statement of Borrower in ascertaining
be use to which the proceeds of a cash loan
Will be put. It has seemed necessary, there-
fore, to supplement the control of 'purpose'
loans with an over-all control of all loans
elow a certain amount like the saucer under
the cup, the control of nonpurpose loans
catching what spills over.
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"3. That extensions of credit at a time like

this may have an inflaticnary tendency and,

therefore, that there should be continued

regulation of nonpurpose as well as purpose

lending,

The curtailment of nonpurpose loans may be

Necessary to achieve the ultimate goal of

reducing all consumer credit outstanding to

& minimum to protect our postwar economy and

provide a backlog of demand and purchasing

- power,

tons he Board is continuing its study of the many ques-—

Nvolved in the control of nonpurpose loans. The

n Orpanying questions are intended to develop informatiog

der that the Board may be able to determine whether it

8 .
practlcable, under present conditions, to relax control

of
nor,:purpose loans. )
tisticplease do not feel required to develop special sta-

Disregard questions if you do not feel qualified

0 .

on iﬁswe”~ The Board is anxious, however, to have your views
r ese.questions. You may use as much space as you wish
®blying.

Vites"It is probably unnecessary to say that the Board in-

Wour cooperation in keeping this matter confidential.

Cotmey, € Board would appreciate receiving your answers and
S on or before April 18."

Approved unanimously, together with
& similar letter to representatives of
anks and finance companies.

; Letter to Mr. S. A. Wilson, General Supervisor Time Service, The
im

Ore x
lw% &d Ohio Railroad Company, Baltimore, Maryland, reading as fol-

"This refers to your letter of March 24, 1942 (your

Mmber A-1) addressed to Mr. Hodgson, and your tele-
nconversation with Mr. Chase regarding Regulation V.

ti°n 6%°u Quote from a letter which states that under sec-

& f) a watch may be delivered to the purchaser without
QngLQT Payment if the price is to be paid at approximately
°f vihi Ntervals in approximately equal instalments the last
°h matures three months after the first day of the

e
Phone
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St:t::dir month next following the sale. The letter also
ordep lh&t a watch may be sold under your payroll deduction
deductzdan’ if the watch is not delivered until the amount
the pe and paid is equal to the down payment required by
over agula’clon, and if the balance is payable in instalments

"BPeI‘iOd not to exceed 15 months.
W, oth of these methods are permissible under Regulation

1

be gi\;zhe qQuestion 'whether any more liberal treatment may

Congy de? under a payroll deduction order plan is now under

the Balt,?.tlon by this office, and you will be advised through

ir . imore Branch of the Federal Reserve Bank of Richmond
Te are further developments in this connection.”

Approved unanimously.

Thereupon the meeting adjourned.

e h o

Secretary-.

/
Approve d:\\_/] ’ /

~LUAJA J I AL

Chairman.






