A Meeting of the Board of Governors of the Federal Reserve

Ysten
"8 held in Washington on Tuesday, May 19, 1942, at 10:40
a.m.

PRESENT: Mr. Eccles, 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

Mr. Wyatt, General Counsel

Mr. Goldenweiser, Director of the Division
of Research and Statistics

Mr. Smead, Chief of the Division of Bank
Operations

Mr. Parry, Chief of the Division of Security
Loans

Mr. Dreibelbis, Assistant General Counsel

Mr. Vest, Assistant General Counsel

Mr. Thomas, Assistant Director of the
Division of Research and Statistics

Bef :
hag | oF® this meeting the attention of the members of the Board
Sen e
Beat led to 4 memorandum dated May 4, 1942, from Mr. Ransom sug-
€ that,
the Boarq consider the desirability of taking over from the

Depaptm

ent of
nﬁt Commerce the research and statistical work being done in

epartment in th . .
uﬁt N e field of consumer credit. The memorandum stated

Dmmabh: ::d%tional cost to the Board of taking over this work would
thig . M the neighborhood of 415,000 per annum, that a part of
Qw.that e be spent in expanding work in this field in any event,
of 4 the Boarg were willing to approve in principle the transfer

8 wOPk
t
© the Board's Division of Research and Statistics Mr.
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Rangg
M would pe glad to undertake to negotiate it with Wayne C. Taylor,

nd
er Secretary of Commerce.

There Was attached to Mr. Ransom's memorandum a memorandum

d&ted May h

3

of t

e

i - Proposeq transfer, stated that, since the Board's interest in
)

1942, from Mr. Thomas which, after outlining the details

fig]
i d of Consumer credit was likely to be a continuing and expand-
€ one

Uus

Sub

W Ject pe consolidated as completely as possible under the Board,
th '

> 1t seemeq advisable that research and statistical work on

at,
N order to obtain the most effective results and avoid waste

g
onfygs 5
Slon this should be done as soon as possible.
At
the the request of Mr. Ransom, Mr. Thomas amplified some of
comments

to Made in his memorandum and stated that another approach

€ maty
®r would be to suggest to the Budget Bureau that the trans-

maq
to € under the authority of the President of the United States
Tanggp

eI‘a°-. 5
ctlvltles of Government departments and agencies.

There was unanimous agreement that
tPe best method of approach would be to
discuss the matter with Mr. Taylor, and,
UPon motion by Mr. Ransom and by unanimous
vote, he was authorized to confer with

+ Taylor for the purpose of negotiating
the transfer.

At ¢ -
his pPolint, Mr, Parry left the meeting.

v S
oy “mezak stated that in a letter dated May 7, 1942, from
We .

smmﬁtt- ’ Chairman of the Federal Reserve Bank of Kansas City,
in

€ salaps
larjeg Proposed for the officers of the Bank for the year
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begingg
by 1ng June 1, 1942, the Board was advised that, subject to approval
the
; Board, the directors had fixed a salary for Mr. Leedy as Presi-
ent of
the Bank at the rate of $20,000 per annum, which would represent

inep
385 of $2.000 over the salary he was receiving at the present

time

)

. Szymezak said that the proposed salary was at the figure
eeq n
PO by the Board as the maximum that should be approved for

® Preg;
. ident, of the Federal Reserve Bank of Kansas City, that he recom-
S

nded th
. 3% the salary be approved, but that the matter was being pre-
°F consideration before the letter to the Kansas City Bank ad-
8
§ of s
8ction by the Board on the salaries proposed by the directors

S Subpg
mi
tted to the Board for approval.

There was unanimous agreement that the

Salary proposed for Mr. Leedy should be ap-
Proved,

Ch
the irman Eccles stated that last week he attended a meeting in
Offi

ce
of the Secretary of the Treasury at which there were also

Mes
oheg Srs. Healy and Purcell, members of the Securities and Ex-
ge

Dresen

OMMS ...t
% th mmlsslon’ and a member of the Commission's staff. The purpose
e

Confe
j@sue “Suce, he said, was to review a list of pending capital

> Som .
higy, ® of which were for the purpose of paying off bank loans

Would

Somg leave the companies free to borrow again from banks at
Uture

d .

rq»es ate for the purpose of building up inventories. The
®ntats

iv

S of the Securities and Exchange Commission questioned

Sthe
T oty

thls Should b . - .
€ permitted for the reason that if the securities
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T8 00t 1asueq the investing public would be able to place in Govern-
mﬁn}bonds the funds that would otherwise go into such issues. Cheairman
wéﬂ£s Said he pointed out that if the securities were issued banks

ould pe in a position to buy bonds which would offset the reduction

0an
N S Tesulting from their retirement, and that the conclusion of
® cons
o frence wag that nothing need be done in the matter at the pres-
b tim
e
but that future capital issues of this character should be
Matcheq,
C
hairman Eccles then stated that one of the matters of proposed

*8islat;
i -
of 0 which had not been discussed with the Federal Advisory Coun-—

yester
o day wag the proposal that the Federal Reserve Banks be re-
Upeq ¢
o
gy T the Purpose of electing representative members of the Fed-
OPen Mg ey, Commi ttee.,

[
Dlnlon that there
Coun

The members of the Board concurred in the
Was no purpose in taking this matter up with the

ci] as
Ay the question whether an amendment should be recommended was

g s e
Or decision by the Board.

Chaj
Sy, Tman Kccles went on to say that, in accordance with the
n

ake
Suey a S e Board on February 17, 1942, he had had a draft of
n

amen
tmgeth dment, Prepared which he proposed to send to the Treasury
er

Wit
Aett " drafts of amendments to section 19 of the Federal Reserve
b 0 per‘mt
g

€pen
Slhﬁn . dently of the requirements for reserve city banks and to
ate

Ry

c s ;
hanges in reserve requirements of central reserve city

fro .
. M section 19 the provision that no bank shall at any time
Sw

lOan
s Aot ; .
or pay dividends while its reserves are deficient. It
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8
Wderstoog that Chairman Eccles' Office would give the other mem-

ers 0
T the Board copies of his letter to the Treasury transmitting

e
pPOposed amendments,

Chairman Eccles raised for discussion the question whether a
er
recommendation should be made that the provisions of section

°f the
. Federay Reserve Act be amended to permit a State bank with

Ca)
Plta) as low ag $25,000 to b b f the Federal Reserve
Syste 9 ) O become a member o e e
m,

bershi
b i
Yo N the System if they were in existence on June 16, 1933, and
Te situated in
ihhabi
tant, .
by S Or which were so situated and, while entitled to the bene-
8

Tt was Pointed out that such banks were now eligible for mem-
Places the population of which did not exceed 3,000

ins
they urance ungep section 12B of the Federal Reserve Act, increased
Te

apita] to i
oug not less than $25,000. There was agreement that while
M ame,
ifp Ncment, Mght be desirable it was a controversial one and,
I‘op 0

Sed ws
fmwed "R the other amendments to which Chairman Eccles had re-

> I
&ht prevent their adoption.

Mr,
frWan orrill stated that he had received advice this morning

. Lichtenstein,

8 5 Secretary of the Federal Advisory Council, that

Se
parate mEeting o

4 be f the Council yesterday afternoon a position
® take
n

® 1g > 1 @ vote of 11 to 1, in opposition to a short-term
Sue o
! Overnment, securities.
bt
he Tequest of My, Ransom,

thepbel- Mr. Goldenweiser discussed briefly

na
TV report attached to his memorandum of May 16, 1942, to
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Snsom of the results obtained from an interim tabulation of data

g omercial loan survey which was authorized by the Board cover-
in

ing +, :
he Periog of one month b

" eginning April 16, 1942. A copy of Mr.

Ldenyes

y "ELseyly Memorandum and the accompanying report have been placed

0 the
Board's files. At the suggestion of Mr. McKee, it was under-

Stoog t
h
at Mr, Goldenweiser would endeavor to obtain figures of loans

hage
by the Reconstruct

e ion Finance Corporation during the same period
th

e
Purpose of giving a more complete picture.
At this point

h > Messrs. Goldenweiser, Smead, and Thomas left
e meeting_

t
ot the request of i, Draper, Mr. Vest stated that under date

Mﬁy 1

2

S0l o4 > 1942, Chairman Eccles received from Oscar Cox, Assistant
Cliop Geﬂeral

thay » @1 informal opinion in which the position was taken
there Wwag

rﬁat' N0 doubt ag to the legality of Executive Order No. 9112
g 4
theM. Lloans and guarantees by the War and Navy Departments and
Aty
e -
T Co SSlon for the purpose of financing the war effort.
8

So
Nagy stateq that since the passage of the sixth supplemental
lQn&l

€le P
“ﬁsed nse aPpropriation bill (H.R. 6868) no question had been
a3 o

the legality of the Order.

. There wag unanimous agreement on the
. Of‘the members of the Board with a
€8estion made by Mr. Draper that as long
pregg (%ue.stion? were being raised at the
of thz time with respect to the legality
of 1y Ord?r no distribution need be made
uﬂder;taox-s informal opinion, with the
Nding, however, that if any Fed-

er
ital Reserve Bank should ask for a copy
Should pe furnished.
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At this point, Messrs. Wyatt, Dreibelbis, and Vest left the

legt s
ting, 4nd the action stated with respect to each of the matters here-

lnap
2 referred to was then taken by the Board:

The mnutes of the meeting of the Board of Governors of the
Federal

Reserve System held on May 18, 1942, were approved unanimously.

The minutes of the meeting of the Board of Governors of the
&
dera) Reserve
i

System held with the Federal Advisory Council on May
8, 19
42

> Were approved unanimously.
Telegram to Mr. Post, Secretary of the Federal Reserve Bank
delphia, stating that the Board of Governors approves for the

m{ th
© follOWing rates on advances and commitments under Section 13b

ofPhila

°f the
Fe
deral Reserve Act, effective May 20, 1942:
On dvanceg
Lons, 45

direct to industrial or commercial organiza-
Othep fin

¢luding advances made in participation with

ancing institutions - 2% to 5 per cent.

Ivances ¢ financing institutions:

© ortion for which financing institution is obli-

8ated - rate charged borrower but not to ex-
°€ed 1 per cent above prevailing discount rate.

Remaining portion - rate charged borrower.

.

On adVances

Comms taken over from financing institutions under
mmy, tmen

Rese ts - rate charged borrower on portion for which
TVe Bank assumes risk.

O oomes
1 “m%§ments to make advances:

1{gct to industrial or commercial organizations

.

© 25 per cent of loan rate with minimum of 3
2, p PST cent,
° flnancing institutions - 10 to 25 per cent of

s Sy 1
ged borrower with minimum of 3 per cent,

Provided that no commitment shall be given on a
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o
e ®

Jég;ré on which borrower is charged more than 5 per

.

Approved unanimously.

Letter to Mr. Stroud, First Vice President of the Federal Reserve

Ban

of
Dallas, reading as follows:

L

DerSO’The Board of Governors approves the change in the

£ Dagiel classification plan of the Federal Reserve Bank
48 as requested in your letter of May 8, 1942."

Approved unanimously.

T
slegram to Mr. Young, President of the Federal Reserve Bank of

ca
go, Teading gg follows:

n
igibil?:ferring your wires of May 14 and 15 regarding el-
Rapi g {_fo? membership of Union Bank of Michigan, Grand
oarq 1 ?hlgan, assuming all other factors satisfactory
berghir . -Lling to approve application from bank for mem-
memberg ?ubJ?Ct to a condition that prior to admission to
° Createp directors of bank shall take action necessary
o payme i reserve in amount of $150,000 to be used only
Areeg ton' of dividends in capital stock and that bank
Medigtg %ncreage capital stock to at least $500,000 im-
Dursuantyt olloving next annual meeting of stockholders
Stockh01d O authorization for such increase obtained from
eTs at that meeting."

is

Approved unanimously.

Let,
Bank ter to Mr. Fletcher, Vice President of the Federal Reserve

of Cl
GVeland’ reading as follows:

] .

ing thzhis refers to your letter of May 11, 1942, regard-
for pepms uest of BancOhio Corporation, Columbus, Ohio,
Pany of Sslon to purchase stock of The Union Trust Com-
the e¥ark, Ohio, with the intention of liquidating
of The L‘an§ combining its acceptable assets with those
o1 Bane l?klng County Bank, Newark, Ohio, a subsidiary
Sume the do Corporation, The Licking County Bank to as-

€Posit liabilities of The Union Trust Company.
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"FI‘Om tele

€rs of ¢

iOn has
Stock in

phone conversations which you have had with mem-
he Board's staff, it appears that BancOhio Corpora-
made the request for permission to purchase the
ere 1a taccord§nce with the informal agreement reached
pPeSideSt July in a conference with Mr. John A. Kelley,
°°Ppora2~ of BancOhio Corporation, to the effect that the
Maten bzgn Would.ascertain the Board's attitude in the ‘
tiOnal = ore.taklng any steps toward acquisition of addi-
" nks in the future.
in youn e'goérd has noted particularly your statements that,
are exCeop}nlon, the present banking facilities of Newark
edera] SSlve.and that the Supervising Examiner for the
intendentePOSlt Insurance Corporation and the State Super-
Posed tpg of Banks are favorably inclined toward the pro-
£ bans Nsaction. The proposed reduction of the number
in 4 mannln Newark, of course, should not be accomplished
Sition Onei which would result in an undercapitalized po-
£elt a)oq he part of The Licking County Bank, and it is
Hhies 3, tat no plan should be approved which would im-
Ompary whn erests of the depositors of The Union Trust
bank was ° Walved a portion of their claims when that
BanCOhio geOPganlzed in 1935. It is noted, however, that
The Lickin°rp0rati0n intends to increase the capital of
presumablyg County Bank by not less than $125,000, and
Stock of ThW1ll purchase for cash the 2,400 shares of
tect the © Union Trust Company which are held to pro-
nUpona1v1ng dgpositors of that bank.
1etteP of uthe basis of the information presented in your
w1 g o Y&y 11, 1942, in the circumstances the Board
The UniOHrp°SG no objection to the purchase of stock of
Look; g Trust Company of Newark by BancOhio Corporation
Your 1 oWard consummation of the plan as discussed in
Wi eer, With the understanding that the corporation
ing Count ag adeguate increase in the capital of The Lick-
bank of {i ank in connection with the taking over by that
the 2 © business of The Union Trust Company, and that
e helq tShares of stock of The Union Trust Company which
i . © protect waiving depositors of the latter bank
Wise pros?gchaSed for cash at an equitable price or other-
lnterestsl ®d for in such manner as will not impair the
"Thisol the waiving depositors.
°Pporat10n ;tter deals only with the request of BancOhio
om, Or permission to acquire stock of The Union
Pany of Newark pursuant to the plan discussed in
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1o~

"Your letter,

Mitteg Yo This At the appropriate time there should be sub-

recomn, : Board full information, together with your
cOHnSEindatlon and the necessary opinions of your bank's
asSumptz regard%ng the proposed acquisition of assets and
Newary ;on of liabilities of The Union Trust Company of
phase ofy The Licking County Bank, in order that this
Suant, 1 the matter may be considered by the Board pur-
ship nu;bThe Licking County Bank's condition of member-
miSSion ered 1, which provides that, except with the per-
any ChanOf the Board, such bank shall not cause or permit
busineSSge to be made in the general character of its
by it at Or in the scope of the corporate powers exercised
the time of admission to membership."

Approved unanimously.
Letter to Mr. M
of Chicago

ulroney, Vice President of the Federal Reserve
s> reading as follows:

n .

1955 zege}pt.is acknowledged of your letter of May A4,

Bank: Womitting the application of the Tobacco Exchange

Plicap gerto?, Wisconsin, for permission, under its ap-

e © condition of membership, to exercise the fidu-

layg °§°¥ers granted to it under its charter and the

At the the Stéte of Wisconsin, which become operative

f eerta_SCPetlon of the Banking Commission on fulfillment
ny 11 requirements of law.

Othep ig View of the information submitted by you, and

Pecommendor?atlon available, the Board concurs in your

This 4 dation that the application should be denied.

Lty nZon 1s based upon the view that there is very

Nt t3ne €d for trust facilities in Edgerton at the pres-

under‘sta?nd the fact that the bank has been regarded as

Past, anq fed from an executive standpoint for some time

ang e B also that violations of State and Federal laws,

1ts admy %ard's regulations, have been rather numerous since

Frust SSlon to membership, during which time the proposed

1t j notlcer_was its only active executive officer. While

the believed that the trust business available to

gf its pegguld entail a great deal of work on the part

I'emely im onnel, the latter consideration seemed ex-
Portant since the assumption of trust business,
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SHS/hz - ibili
s 3 onsibili-
"even on a limited scale, entails definite resp

S G
i med or lax a
1S which may become serious under uninfor t-
S . g ma
lsﬁr&?lonih desire of many banks to handle trust
e €

i tomers
iti ice to their cus

ters primaps an additional servi # rdemkaie
1s regzéﬂizzéy ?i is felt t?at raer izggig ggust accounts
%o do so untii they are equipped to inimum the risks in—.
e ent 12IeT 28 o reducitt? t?glglalso that trust buslgs
“essnshiﬁlguggtbgz undertaken unless th:sziggishment of

opeTticient volume to justify the the employment of
& Proper]y equipped trust department orerience to. engage
Personne; qualified by training and exp o
" flﬁ;ii:gz :gti:ittgz.bank of the Board's position wi
TeSpect, 44 its application."

Approved unanimously.

e Banks, read-
Letter to the Presidents of all the Federsl Reserv
follOWS:

16, 1942
"Supplementing the Board's letter ogngizsed’here—
&ng te €8ram of May 18, 1942, ther? aI‘i the approval
With the following documents relating to d United States

r Departﬂent Navy Department an arantee agree-
Mars tin Ommission of a standard form of gﬁnder Execu-
gﬁnt for use in connection with operations

1ve . "
rderl¥o.P§ii§stat of & lLettor datgdoﬁé%rigédier
1942 %0 211 Federal Reserve ) Zal Division,
cneral A, H. Carter, Director, Fts Washington,
€rvices of Supply, War Department,

. e

ee—
2. A SOPY 01 the form af Guarzng;etﬁngar
et dated Mgy 14, 1942, as approve

ificate
cortment, together with an attaCheiacer2§ the

P Mr. L. P, Bethea, Assistant Seoretary

§oard of

t
Governors, stating that sughaigriimggv_
€ form as delivered to.thgieg rd of G
With the letter from Briga
bove. ) e
3~re§§g€§§tzg if a letter dated m;zaii,m.9h
to a1y Federal Reserve Banks from Mr.

ment
My, Assistant Chief in Charge of Procure ’
a epartment,

18 in ¢y
€rMmorg
Carter
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"L. A copy of the form of Guarantee Agree-
Ment dated May 1/, 1942, as approved by the Navy
®partment, together with an attached certificate
gf Ur. L. P. Bethea, Assistant Secretary of the
292rd of Governors, stating that such agreement
18 in the form as attached to the letter from Mr.
olsom referred to above.
i 5. Photostat of a letter dated May 15,
to all Federal Reserve Banks from Mr. R.
+ Anderson, Director of Finance, United States
aritime Commission.
Hent 6. A copy of the form of Guarantee Agree-
i dated May 14, 1942, as approved by the
Mg ed_SFates Maritime Commission, together with
ret:rtlflcate of Mr. L. P. Bethea, Assistant Sec-
Suchry of the Board of Governors, stating that
the agreement is in the form as delivered to
Board of Governors by the United States Mari-
© Commission in accordance with the letter from
"Witﬁnderson referred to above.
Cartepn of respect to the letters from Brigadier General
Mhritime the.war Department and Mr. R. E. Anderson of the
Ceiveq froommlssiOH, mentioned above, the Board has re-
confirmatim the Var Department and the Maritime Commission
Sach 4 on of its understanding that the reference in
ing Institose letters to 'Guarantee Agreement with Financ—
Corpegy Ution (Other Than Federal Reserve Bank)' should
on 4 J refer to 'Guarantee Agreement'. For your informa-
S Comnection there are enclosed a copy of a
dated May 18, 1942, from Lt. Colonel Paul Cleve-
: . l01al Contracting Officer, War Department, and a
Grifpiyy ootter dated May 18, 1942, from Mr. B. Barrett
United S% Who is Assistant to the Director of Finance,
heateS Maritime Commission.
be@n approi zndard form of Guarantee Agreement which has
X the M&rii' by the War Department and Navy Department and
Sthieen e 1me Commission was prepared after consultation
1ves Presentatives of those agencies and representa-
anq ap er © Board of Governors and the VWar Production Board
gestion rgar?fUl consideration of the many helpful sug-
93rd 3y gpesotved from the Federal Reserve Banks. The
irec'ation ; to take this opportunity to express its ap-
he Feqe Or the cooperation and assistance rendered by
Reserve Banks in this matter.

andum
1&nd, inan
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.t has now
agreement -
he Eorm of guiaranzggcemed, it is S.Lolg
"Inasmuch as t if the agencies upply of the form
been adopted by all wish to have a s
8esteq that you may v

se of
d for the u

d or otherwise reproduce

3greement, printe

Jour ba-nk. 1"

Approved unanimously.

d-
Banks, rea

1 Reserve

ts of all the Federa

iden

Letter to the Presi

Aa followsg:

1942,

f May 18, ;
Bosrdl s telegramogy of instrucgzzzg
"Referring to thewith one signeg geserve Banks’tal
there is enclosed here to all Federa James V. Forres u;~
of the Navy De?artmegt the Honor?blehave been issued p
Acting Secretary o

Suant, to E

fter
1942, a
March 26,

112, of 1

i der No. 9

0 Executive Or

consult&tio

1
the Federa
Board of Governors of
n with the Bo
Sserve System, 1

Approved unanimously. ot e reseen
Secretar
ident and
Vice Presi
Letten to Mr. Hays, '
i follows:
e Bank of Cleveland, reading as

ged viola-
N an a.lleo?(
\ £ April 14 Pegardlg§ Mr. Morrls.iuigf
1 3
tion ogogggt§:t§gnow reported tzciggwledged on égiion with
T S was in conn -
%ontgomery, Viest Vlrﬁlnliéssure of worgtgg a further reply
WL Ve regrt thatgtletﬁon W has preve deduction
e ®Vision of Regula roll de g
Wty thig tine, he use of pay ovmed by
e tion reletes to t nt in stores non-com-
Onderg oo, deStLo 5 the down-payme from competing
th ers ang Scrighaucomplaint comes Stores
€ em Oyer. e ers Stor
Pany Stores, t, the practice gfiﬁggpof sectlin
. : .
e ugs you 201ntfigci with the proztion) since daily
ll(;’ (g:(s;tg_lgn g?ril‘) of the Oldtrzife-rs are mi;;;ny stores
ymen o
°°1lections of the downzg?gﬁied that Ozggngd deily, :ut
L)« Pl e . L o]
in M Owever, Fou iiin which is nOT‘ formation has I%hel",
LM bgomery use scriy Sufficient in determine whe
\g gnee every mogzﬁé il possible to
Urnisheq tq e




992

N2
o )
n
e?;eztlegal.matter, the receipt of the scrip by the store
or wao D immediate cancellation pro tanto of the debt
Oweq tges, or whether two separate debts (one for wages
him) 0 the employee and one for the down payment owed by

continue to exist until the end of the month. Assum-

en’ SOWeYer, that the latter is the case, the down pay-

by theeq‘ul‘ement of the regulation would not be satisfied
"Wuse of the scrip.

ance toe tru§t, that these comments will be of some assist-

You Willyou in disposing of the matter. It may be that

€ refe decide that in the circumstances the matter should
€rred back to the Federal Reserve Bank of Richmond."

Approved unanimously.

T
of g ®legram to ur, Hale, Vice President of the Federal Reserve Bank

& Fp
ancs .
NCisco, reading as follows:

n
articlzet?l Mab{ 15, Board agrees that upholstery is a listed
inclyg Since it includes yard goods and pricing would also
®installation charges."

Approved unanimously.

Paul V. House, Attorney at Law, Newark, Ohio, read-

"Y
I‘egardig‘érRletter of May 15 to Honorable J. Harry McGregor

Verng €gulation W was referred by him to the Board

to you qi IS With the request that the information be sent
n, reet as soon as possible.

f the Rc al‘ge‘aCCount is in default (under section 5(c)

listed ggulatlorl) if any article (whether listed or un-

Tontp folis not been paid for by the 10th of the second

) acCOuntow}ng the month when the article was sold. Thus

Yhich hag bmlght be in default for failure to pay for food
"Howe °en charged in the account.

Tron c Ver, the Regulation would not prevent a customer

t?unt, eveﬁﬁ food or any other unlisted article to the ac-

Al°n Woyl. ough the account were in default. The Regula-

S You gy °uly prevent him from charging a listed article.

Sectign 1 "LSe, the listed articles are those listed in

3(2) of the Regulation.
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centrgghe administration of the Regulation has beeg det ]
YU ma, iz?d apd therefore if you have any further inquiries
to ¥ find it more convenient to address them directly

© Federal Reserve Bank of Cleveland, Cleveland, Ohio."

Approved unanimously.

Letter to Mr. R. H. Stout, President of the Morris Plan Bankers

ASSOC
latg .
Lon, WaShlngton, D. C., reading as follows:

1
Joup izzt are correct in your understanding expressed.in
Siong . er o? May 9 that the elimination of the provi-
Stoog, Section 4(d) of Regulation W, as they formerly
articie'as almed principally at the selling of manufactured
S Such as stokers, on terms that would not require

4ny n
Sale.Ochly Payments at all for several months after the

L}
It'WHS recognized that the change would somewhat af-
Ssummer purchases of coal, in view of the
10ans co “anen previously applicable requirement coal
begin Uld have been written so that payments would not
evep 1l sometime in the fall. It was believed, how-
a8 Withthe change would not interfere in any material
. the program for encouraging early purchases of
nay S for that purpose are by no means prohibited.
of tn r extGﬂ? over a period of 12 months. The revision
Bentg Sgulation merely made the requirement that pay-

: s
Sive cosgit,pr°mptly. This did not seem to be an oppres-
President, 10n and it certainly is in harmony with the

pOSSible S _Program that debt be liquidated as rapidly as
; For these reasons the somewhat different status
Peap to A8 Contrasted with, say, oil burners did not ap-
a Justify the Board in complicating the regulation

Specia] eXemption, "
Approved unanimously.
Letter to Messrs,

a
St ollows.

" Th.i
the effecs Pifers to your two letters of May 6 regarding
° R?€Ulation W upon the business in which you

hich You describe as follows:

T. R. and W. S. Freeman, Washington, D. C.,
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"'"We finance the buying of bargains on what
We call the 6/10/10 plan. That is, 6 months
tredit, 10% profit, $10. minimum profit to us.
‘rable goods only, changing hands at a sacrifice
grlce level,!'
Purcha s ¢ form of contract which you enclose is a rental-
Within ihcontra?t, and the transaction is therefore a 'sale'
Cording € meaning of section 2(d) of the Regulation. Ac-
of seci'y’ the transaction must comply with the provisions
1lon 5 if the article being sold is a 'listed article'.
it invo¥$n if the nature of the transaction were such that
of the | ed a loan by you, rather than a sale, the amount
Were %an would be limited by section 6(a) if the article
8rticler isted article'. If the article were not a 'listed
ne the loan would be subject to section 6(b).
centrali: zdministration of the Regulation has been de-
ey Shouid and therefore if you have any further inquiries
Richmong _be addressed to the Federal Reserve Bank of
nd, RIChmond, Virginia."

Approved unanimously.

Thereupon the meeting adjourned.

Secretary.

Chairman.






