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A meeting of the Board of Governors of the Federal Reserve
yst
®M Was held in Washington on Friday, May 15, 1942, at 11:30 a.m.

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

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-

ey Teferred to was taken by the Board:
Feder&l The minutes of the meeting of the Board of Governors of the
Reserve System held on May 13, 1942, were approved unanimously.
. Telegram dated May 14, 1942, to Mr. Davis, President of the
e Reserve Bany of St. Louis, reading as follows:

n
Tateg ietel May 12. Board has no objection to schedule of
Poseq fn advences and commitments under Section 13b pro-
Or recommendation to your Board of Directors.”

Approved unanimously.

Te
legrans to . Paddock, President of the Federal Reserve

9L BOSton,

e Messrs., Treiber, Post, Dillard, and Hale, Secretaries

the p
ed
San °ral Reserve Banks of New York, Philadelphia, Chicago, and

ranci
tabli Sco, Tespectively, stating that the Board approves the es-

Shment,
on y Without change by the Federal Reserve Bank of San Francisco
W 12

L

. > by the Federal Reserve Banks of New York and Chicago on May
> 1942

a
> 8nd by the Federal Reserve Banks of Boston and Philadelphia
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*ay, of the rates of discount and purchase in their existing sched-
Wes,
Approved unanimously. :
Telegram to Mr. Turman, Counsel of the Federal Reserve Bank
of Atlantg

» stating that the Board of Governors approves for the Bank
s foll°"ing rates on advances and commitments under Section 13b of f

® Federay Reserve Act and the establishment without change of the

ther Tates of discount and purchase in the Bank's existing schedule,

effect1Ve May 16, 1942:

On advances direct to industrial or commercial ?rgan}za-
Llons, including advances made in participation with
Other financing institutions - 25 to 5 per cent.
e 3dvances tq financing institutions: . )
* Portion for which financing institution is obli-
gated - rate charged borrower less commitment
rate,

s Remaining portion - rate charged borrower.
t ;mmitments to make industrial advances: o !
* Direct to industrial or commercial organizations -
10 to 25 per cent of loan rate with minimum of
er cent.
4 To fgnancing institutions (provided that no com-
mitment shall be given on a loan on which bor-
Tower is charged more than 5 per Qent):
&) Undisbursed portion of loan - 7 per cent.
(b) Disbursed portion of loan - 10 to 251per
cent of loan rate with minimum of 3
per cent.

Approved unanimously.
Telegran o Mr. Stewart, Secretary of the Federal Reserve Bank
Louj

> Stating that the Board of Governors approves for the Bank
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the following rates on advances and commitments under Section 13b of
he Federa) Reserve Act and the establishment without change of the

Other rates of discount and purchase in the Bank's existing schedule,

®ffective May 16, 1942:

On advances made direct to established businesses,?nclud—
€ advances made in participation with other financ-
g institutions - 2} to 5 per cent.

On commitments to make advances direct to bu§ines§ enter-
Prises - 10 to 25 per cent of loan rate with minimum

of 1 per cent.

On advances to financing institutions: ‘
* Portion on which Reserve Bank assumes risk -
rate charged borrower. )
2 Portion on which financing institution assumes
risk - 1 to 1} per cent.

On commitments tq financing institutions - 10 to 25 per
iﬁgt of loan rate with minimum of % per cent, provided
t

N0 commitment shall be given on a loan on which
OWer is charged more than 5 per cent.

borp
Approved unanimously.
Telegran to Mr. Powell, Secretary of the Federal Reserve Bank .
Ofkﬁnneapolis, stating that the Board of Governors approves for the
; the f°llowing rates on advances and commitments under Section 13b
 the Federa) Reserve Act and the establishment without change of the
°ther

Tates of discount and purchase in the Bank's existing schedule,

*Stive Yay 16, 1942:
On g

sfy,

.dvaﬂCGS Mmade direct to established businesses, inclgd-
ing a Vances made in participation with other financing
lnth—ltutions - 2% to 5 per cent.

o ;O?mitments to make advances direct to business enter- !
Tiseg -

1 10 to 25 per cent of loan rate with minimum
°f 3 per cent.
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On advances to financing institutions:
+ Portion on which Reserve Bank assumes risk -
rate charged borrower.
2. Portion on which financing institution assumes
risk - rate charged borrower less commitment
rate.
On Commitments to financing institutions - 10 to 25 per
°ent of loan rate with minimum of % per cent, provided
hat no commitment shall be given on a loan on which
orrower is charged more than 5 per cent.

Approved unanimously.

Telegram to My, Gilbert, President of the Federal Reserve Bank

of
Dallas’ Stating that the Board of Governors approves for the Bank

the : .
foll°wing rates on advances and commitments under Section 13b of

e
Federay Reserve Act and the establishment without change of the

oth,
e rateg of discount and purchase in the Bank's existing schedule,

erfectiVe May 16, 194,2:

On 8dvances direct to industrial or commercial organiza-

ons, including advances made in participation with
Other financing institutions - 2% to 5 per cent. |
O dvances 4, financing institutions: )
* Portion for which financing institution is obli-
gated - rate charged borrower less commitment
rate,

2 Rewaining portion - rate charged borrower.
On omumitments to make advances direct to established
SUBtrdal or ecrmepplal husinesses ~ 10 o 25 per
ent of loan rate with minimum of 3 per cent.
On §°mmitments to financing institutions to make advances:
> undisbursed portion of loan - %+ per cent.
* On disburseq portion of loan - 10 to 25 per cent
T of loan rate with minimum of % per cent.
8

tel
€gran also stated that it was assumed no commitment would be
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glve
N on a 1oap on which the borrower was charged more than 5 per
Cent,

Approved unanimously.
MEmorandum dated May 12, 1942, from Mr. Goldenweiser, Director

°f the Diyses
© Dlvlslon of Research and Statistics, recommending that Victor M.

Loy
gst
*98%, & Senior Hoonomist in that Division, be granted lsave of

Sence vy
® Mithout pay beginning May 11, 1942, so that he might enter ac-
iV‘e qd
. Uty with the United States Army, and that he be granted the bene-
its .
Provided in the policy adopted by the Board on November 14, 1940,

&nq ame;
Nded August, 20, 1941, for all employees entering military ser-
vi(:e

Approved unanimously.

Letter to the board of directors of "The Central State Bank",

Oom
€rs .
Ville, Indiana, stating that, subject to conditions of member-

" Numberey
1 to 6 contained in the Board's Regulation H and the

iy Qll ,
OWin . ¢
€ special condition, the Board approves the bank's application

" mepy,
e
rship in the Federal Reserve System and for the appropriate

&HIOunt
of .
Stock in the Federal Reserve Bank of Chicago:
n
" §§l°r to admission to membership, such bank, if

has not, already done so, shall charge off or
otherwise eliminate estimated losses of $581.13

&S shown in the report of examination of such bank

;S of April 4, 1942, made by an examiner for the
edera]l Reserve Bank of Chicago."

The letter also contained the follow-
Ng special comment:
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"It has been noted that the bank has outstanding
comon capitel of $100,000, which is in excess of the
figure at, which the stock is shown on the books of the
bank, The Board feels that the bank should, as soon as
Dracticable, take such action within its power as may be
necessary to cause the common stock to be shown at its par
Value, ang it 3¢ understood that full restoration of the
capital during the current year is contemplated."

Approved unanimously, together with
a letter to Mr. Young, President of the
Federal Reserve Bank of Chicago, reading
as follows:
t "The Board of Governors of the Federal Reserve Sys-
I approves the application of 'The Central State Bank',
sonnersville, Indiana, for membership in the Federal Re-
eerve System, subject to the conditions prescribed in the
"Closeq letter which you are requested to forward to the
2ird °f Directors of the institution. Two copies of such
andter are also enclosed, one of which is for your flles'
.o the other of which you are requested to forward to the
0§P§Ctor’ Department of Financial Institutions for the State
“ﬁiana, for his information. .
mat, It is assumed that the Reserve Bank will follow the
Lor®" of the bank's bringing into conformity with the pro-
COSIOns.of law and the Board's regulations the savings ac-
Ut 1isteq on page 16 of the report of examination for
membership.
aceg "hile the volume of trust business is.spall and the
as Ents are reported to be efficiently ad@lnlstered, it
Yecopg | NObed that there is no trust committee and no
e d in the minutes regarding supervision of the trust
i???tment by the bank's board. There will probably be no
% °nlculty in getting the bank to revise its trust opera-
°0mm§tso that the collective judgment. of the board or a
viee will be obtained.

trust ?lnce it is understood that in the State of Indiana

are Unds deposited in the banking department of a bank
bany Preferred claims in the event of liquidation of the

&uth’ Jou are authorized, in accordance with the general

Orization Previously granted by the Board, to waivg
fupt lance vwith condition of membership numbered 6 until
her Notice,n
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Letter to the board of directors of the "South Chicago Savings

Bank

" Chicago, Illinois, stating that, subject to conditions of mem~
bership Numbered 1 to 3 contained in the Board's Regulation H and the
folIOWing Special condition, the Board approves the bank's application

o membership in the Federal Reserve System and for the appropriate

ount °f stock in the Federal Reserve Bank of Chicago:

"A. Prior to admission to membership, such bank, if it
has not already done so, shall charge off or other-
Wise eliminate estimated losses of #4,943.83 as shovn
in the report of examination of such bank as of April
13, 1942, made by an examiner for the Federal Reserve
Bank of Chicago.™

Approved unanimously, together with
& letter to Mr. Young, President of the
Federal Reserve Bank of Chicago, reading
as follows:
t "The Board of Governors of the Federal R?serve Sy§-
Bem approves the application of the 'South Chicago Savings
s:nkl, Chicago, Illinois, for membership in thg Fed?ral Re-
rve Jstem, subject to the conditions prescribed in the

closed 1ettep which you are requested to forward to the
oard of Directors of the institution. Two copies of such
Ctter are

also enclosed, one of which is for your files
ind-t © other of which yéu are requested to forward to the
h;dltor °f Public Accounts for the State of Illinois for
" Miormation, 1 in 1940 from
1 appro the reduction of capital in ro
iioo’ooo t°pﬁ‘>52>%?§oo, the F.D.I.C. suggested that the bank
tthtqa Program to restore the capital stock to not less
pregiwe 000 through conservation of earnings, and the
0 degt assured the F.D.I.C. that it was the 1nt§nt}on
Peazﬁb the capital structure from earnings until it
e °S a figure which will be unquestionably adequate.
if tﬁupervising examiner for the F.D.I.C. sugg?sted that,
F.p Ie . is admitted to membership,’ the attltudg of the
coung C” With respect to the rebuilding of the capital ac-
unt pe restated. It is assumed that the bank understands
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;that’ &8s a member bank, it will be expected to carry out
W commitment to the F.D.I.C. with respect to increasing
ts basic capital.

th "It is assumed also that the Reserve Bank will follow

5 Datter of the bank's bringing into conformity with the

Provisiong of law and the Board's regulations the savings

4ccount 13gteq on page 16 of the report of examination for
membership’n

Letter to the Federal Deposit Insurance Corporation, reading
2 folloys,

Fe der"Pursuant to the provisions of section 12B of the
of tha ‘eserve Act, as amended, the Board of Governors
"Pe e Federal Reserve System hereby certifies that the
oples Bank', Lakewood Village, California, became a
" ngf of the Federal Reserve System on May 15, 1942 and
of ¢ " @ member of the System. The Board of Governors
© Federal Reserve System further hereby certifies

Memb oy er, SOMN€Ction with the admission of such bank to

Wag e?ship in the Federal Reserve System, consideration
tiong%g§n ;O the following factors enumerated in subsec-
)

section 12B of the Federal Reserve Act:

1. The financial history and condition
of the bank,

2. The adequacy of its capital struc-

3 ture,

Its future earnings prospects,
L. The general character of its
management,

5+ The convenience and needs of the
commmnity to be served by the
6 bank, and

Whether or not its corporate powers
are consistent with the purposes
of section 12B of the Federal Re-
serve Act."

Approved unanimously.
L
Stter to ur, Kennel, Assistant Counsel of the Federal Reserve

of
BostOn, reading as follows:
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"This is with further reference to your letter of
April 21 enclosing a copy of a letter of that date from
the Boston Better Business Bureau. You suggested Fhat'

© Soard inform you as to whether there is any objection
to the general distribution of the Bureau's statement re-
Sarding misleading advertising. On April 24, Mr. Hodgson
acknowledged receipt of your letter and advised you that
Telations with the Better Business Bureaus was then a
Subject of study.
"On May 8 the Board wrote the Chairman of the Defense
COmmittee of the National Association of Better Bus%ness
o eAus €Xpressing its appreciation of the cooperation of
tter Business Bureaus in helping to achieve the objec-
lves of Regulation W. A copy of this letter was forvarded
> YOUr bank on the same day and it is believed that in
Vhe ight of that letter you are now in a position to dis-
EOSe °f the inquiry you have received from the Boston
tﬁtter Business Bureau. It is suggested, however, that
r ¥ 1§st Sentence of the proposed release by that Bu?egu
nel&tlng to the Federal Reserve Bank of Boston be elimi-
t:ted, since the implication may be drawn therefrom that
¢ Bureay 35 acting as the representative of the Federal
eseI‘Ve Bank,
By "In the last sentence of the first paragraph of the
reay!g statement, reference is made to '15' months. The
¢ should now be changed to '12'."

Approved unanimously.

Letter to Mr. Phelan, Assistant Vice President of the Federal Re-

serve

. of New York, reading as follows:

No "This refers to your letter of May 8, 1942 (¥HQQ1TY

thé 17), Suggesting the following procedure relative to

ti Statement of transaction under section 4(d) of Regula-

meg§‘W vhere department stores sell coupon books or similar

andla o credit and obtain a one-third down payment thereon,

stal;equire that the balance thereof be paid in monthly in-

h(c).ents Meeting the requirements of sections 4(b) and

'"In connection with the sale of a coupon
book, o other similar medium of credit, the
°OUpons or the booklet containing the coupons,
°T a statement furnished the purchaser con-
Surrently, should contain the following




942

5/15/h2 _

"'information: (1) the amount of the purchaser's
OWn payment in cash in respect of the coupon
book; (2) the deferred balance; (3) the amount
of insurance premiums (if any) and of any interest
Or finance charges, and (4) the terms of payment.
At the time a coupon is used for the purchase
°f a listed article the purchaser should be fur-
Nished with a statement (presumably the customary
Sales check) setting forth (1) a brief description
of the article purchased and (2) the cash price
of the article.!

W "The Board agrees with you that the foregoing procedure
ould constitute compliance with section 4(d) since, upon
the use of the coupons in the purchase of a listed article,

€ Purchaser would then come into possession of a com-
Pleteq statement of transaction. _
th his view is in accord with that part of W-84 §tat1ng
at it is unnecessary for the statement of transaction to
v§ ‘ncluded on a single sheet of paper, but, in effect, such
cons 1S @1 exception to that part of Wogl stating that
Ples of all parts of the statement of transaction be
Ven to the obligor together.

hepes, ¢ fact that department stores operating as outlined
hPeln Would be imposing terms in some cases more severe
an thog

€ required by the Regulation is immaterial in the

light, of section 12(k)."

Approved unanimously, together with
& letter to the Presidents of all the Fed-
eral Reserve Banks transmitting copies of
the above letter.
Letter to Mr. Hays, Vice President of the Federal Reserve Bank
orcl
e
leand’ reading as follows:
] ~
‘érlclo“-rlrlls acknowledges receipt of your letter of May 11

Mog ‘0g a letter from Mr. Arthur S. Mode of the Leo S.
uayeli Company dated May 8 and Mr. Harrell's reply of

“bnth;Mr' Harrell's letter points out that the #5 minimum
Stalpy ¥ Payment provision relates to the aggregat? in-
purchent indebtedness of the customer and not to individual
de 2988, This information will have clarified Mr. Mode's
Willrstanding of the provision, but, as you suggest, it
nOt mee

t entirely the objection which he makes.
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"The $5 minimum does shorten the period of payment
materi&lly where the customer's aggregate purchases are
SMall. Tt was the Board's view that in most cases the .
Tesult would be a desirable one, since a 12 months' period
18 Wduly long for the kind of purchases usually involved
these situations. You may assure Mr. Mode, however,

% his views will be given earnest consideration."

Approved unanimously.

Letter o The Del Mar Company, Finance Division, Baltimore,

MarYland’ reading as follows:

the s 10 your letter of May 11, 1942, you asked whether

£ ® Instalment, financing of the premium on a three year
irf insurance policy is exempted by section 8(g) of R?g—

heation y if, upon cancellation of the policy by the fi-

tance Company for default in an instalment payment on

he 3o2R contract, the unearned premium returnable by

woe “Nsurance company on a short-rate cancel}atlon basis

Ungen io OMLY 60 per cent of the entire premium, whereas

an ST the loan contract, the insured would owe Fhe lender

amgunt €qual to 66-2/3 per cent of such premium.

tio OUr inquiry requires a negative answer, since sec-

creg-B(g) applies only in cases where the extension of

pr b is at any times to be fully secured by the unearned
T4 3 Teturnable by the insurer on cancellation of the

poll(':y. Y

Cent, "T§e administration of Regulation W has been.de-. .

Pelazéllze > and, therefore, if you have further inquiries

to ¢ N thereto, it is suggested that you address them
Lone Baltimore Branch of the Federal Reserve Bank of
lchmond.n

Approved unanimously.

Memorandum dated May 11, 1942, from Mr. Goldenweiser, Director
of th
e

Lvision of Research and Statistics, reading as follows:
to "On December 24, 1941, the Board authorized the staff
FedE;OCee with negotiations for obtaining through the
tupe Bl Reserve Banks current statistics on retail furni-
Sales, inventories, and credit. These data are needed
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tin Connection with consumer credit because of the impor-
nce of furniture stores in this field. The proposal has
°®n discussed with the Reserve Banks and others, forms
and plans have been prepared, and the project is now at a
Stage when negotiations with the stores that will be re-
trosted to report, should be initiated. I recommend that
© Board authorize us to put this project into operation
35 soon ag possible along the lines indicated in the at-
tacheq drafts of letters, with such changes of detail as
¥ seem advisable.

"Attached are drafts of a letter to be sent by us to
heads of research departments of the Federal Reserve Bank§
nd of a Proposed letter to be used by the Reserve Banks in
Soliciting information from retail furniture stores, ?nd
ral Copy of the proposed form to be used in reporting
the statisg.

'The Department of Commerce, the Bureau of the Census,
°nd the National Retail Furniture Association, which are
gy ¢ollecting certain inadequate retail furniture statis-
t}cs, have informally agreed to discontinue their collec-
Slons &nd to centralize this task in the Federal Reserve

Ystem a5 o logical extension of its work in the'collec—
Lon o department, store and other trade statistics.

€ additional work can be carried on by the Board's
staff, including such appointments as have already
or proposed."

e}dsting
®en mage

Approved unanimously.

Letter 1o Mr. Walter A. O'Brien, Trust Officer of the LaSalle
Nats
10
el Bank’ Chicago, I1linois, reading as follows:
tin "This refers to your letter of May 8, 1942, transmit-
Ve ¢ copies of documents entitled 'Universal Common In-
inStment Fund' and tUniversal Trust Agreement' and request-
s ‘omments with respect to them.
Ung Ve regret that it is impractical for the Board to
STtake to €xamine and comment upon proposed plens for
€ Operation of common trust funds which are prepared by

res;OUS individuals and individual institutions, and the

ONsibility for determining, prior to the adoption of
Reguiuih Plan, whether the plan complies with the Board's
i

*on F must rest with the institution adopting the
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"plan ang its counsel. You are already familiar with the
g&in Prepared by the Committee on Common Trust Funds of the

_st Division of the American Bankers Association as a
§U1de for institutions interested in starting common trust
unds,

In view of the nature of the undertaking, the Board
Sommenteq upon tentative drafts of this plan and advised

® Committee that the final draft did not conflict with
Regulation F, 14 was felt that this action would be of
onsiderab] e assistance to all institutions formulating
Plang fop the operation of common trust funds and that,
3de frop rulings upon specific questions concerning the
nterpretation of its regulation, the Board could not un-
d§rPake to do more. Rulings interpreting pertinent pro-
zlslons of the regulation have been published from time

© tme in the Federal Reserve Bulletin, citations being
gs follows: 1938 Bulletin, page 762; 1940 Bulletin, page
93 1941 Bulletin, page 16; and 192 Bulletin, page 7.

"In the foreword to its plan, the Committee on Common

Trus? Funds states that it will be glad to offer such sug-
Eestlons 88 it can in the development of any proposed plan
and Suggests that any bank developing a plan and having
Se duestions or desiring assistance communicate with its

°retary. It is understood that your bank is a member of

yoe American Bankers Association and it is suggested that
Fugdmay wish to consult the Committee on Common Trust
8,

Wwith X 80, you may wish to discuss your proposa} informally
i officials of the Federal Reserve Bank of Chicago and
305 we Suggest that you get in touch with Vice President
leti. roney, to whom we are forwarding a copy_of your
letter &nd this reply. The documents enclosed with your
°F are being retained for our files."

Approved unanimously, together with
& letter to Mr. Mulroney, Vice President
of the Federal Reserve Bank of Chicago,
in the following form:
lett "For Jour information there is enclosed a copy of a
°T of May 8, 1942, from Mr. Walter A. O'Brien, Trust
Qesty.? L@ Salle National Bank, Chicago, Illinois, re-
4 € Board's comments with respect to documents
niversal Common Investment Fund' and 'Universal
=l Agreement There also is enclosed a copy of our
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"reply of this date which is self-expleanatory. We wish to
retain for our files the documents submitted by Mr. O'Erien f
ind We are not having copies made since they are quite .
igngthy and undoubtedly Mr. O'Brien can furnish you copies
€ desires to discuss this matter with you.
di As you will note from our letter to Mr. O'Brien, we
-d not attempt to comment upon the documents which he sub-
Mitteq, However, we believe that it will be apparent to
§gﬁbthat the merits of some parts thereof are subjecp to i
thatt.- Also, it may be stated for your own 1nf?rmat10n
O N view of the information which the Committee on
oon Trust Funds of the Trust Division of the American
entiirs Association has made available through its booklet |
hat Led 'Common Trust Funds' and otherwise, it would seem
Ment, there 35 no real need for the dissemination of docu-
of bs Such as those prepared by Mr. O'Brien for the assistance
thatan¥s that may be interested in common trust funds and
in c’ . fgct, the distribution of such documents for use
mj, hon?e°t10n with the establishment of common trust funds
ght oe confusing."

Letter o the Comptroller of the Currency, reading as follows:

Wity :ﬁt 1s respectfully requested that you place an order
the o € Bureay of Engraving and Printing, supplementing
Ve °r of June 14, 1941, for printing of Federal Re- i
naty Notes of the 1934 Series in the amounts and denomi- i
°08 stated for the Federal Reserve Bank of Boston:

Denomi - Number of
nation sheets Amount
$10 140,000 #16,800,000
20 50,000 12,000,000
50 5,000 3,000,000
100 5,000 6,000,000"

Approved unanimously.

Thereupon the meeting adjourned.

Secréﬁary.
PI‘Q . z //
Veq: u? / //&7 P,

Chairman.






