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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Friday, July 3, 1942, at 11:15 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
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-

after referred to was taken by the Board:

The minutes of the meeting of the Board of Governors of the

Federal Reserve System held on July 2, 1942, were approved unanimously.

Mr. Morrill reported that the Comptroller of the Currency to-

day issued a call on all national banks for reports of condition as at

the close of business on June 30, 1942, and that, in accordance with

the usual practice, a call was made on behalf of the Board of Governors

of the Federal Reserve System today on all State member banks for re-

ports of conditions as of the same date.

The call made on behalf of the Board
was approved unanimously.

Telegrams to Mr. Treiber, Secretary of the Federal Reserve

Bank of New York, Mr. McCreedy, Assistant Vice President of the Fed-

eral Reserve Bank of Philadelphia, Messrs. Hays and Dillard, Secre-

taries of the Federal Reserve Banks of Cleveland and Chicago, respec-

tively, Mr. Caldwell, Chairman of the Federal Reserve Bank of Kansas
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City, and Mr. Clerk, First Vice President of the Federal Reserve Bank

of San Francisco, stating that the Board approves the establishment

Without change by the Federal Reserve Bank of San Francisco on June

30, by the Federal Reserve Bank of Kansas City on July 1, by the Fed-

eral Reserve Banks of New York, Cleveland, and Chicago on July 2, 1942,

and by the Federal Reserve Bank of Philadelphia today, of the rates

of discount and purchase in their existing schedules.

Approved unanimously.

Memorandum dated June 26, 1942, from Mr. Goldenweiser, Director

of the Division of Research and Statistics, recommending that Miss

Alice N. Drury, an employee of the Federal Reserve Bank of New York,

and a member of the Retirement System, be appointed as a clerk in the

Division of Research and Statistics, with salary at the rate of 11,800

per annum, effective as of the date upon which she enters upon the per-

formance of her duties.

Approved unanimously.

Memorandum dated June 30, 1942, from Mr. Goldenweiser, Director

of the Division of Research and Statistics, submitting the resignation

of Miss Lucile G. Nilson as a clerk-stenographer in that Division, to

become effective as of the close of business on July 31, 1942, and

recommending that the resignation be accepted as of that date.

The resignation was accepted.

Letter to Mr. Fletcher, Vice President of the Federal Reserve

Bank of Cleveland, reading as follows:
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"In accordance with the request contained in your
letter of June 27, the Board approves the appointment
of Tayler M. Boyd, at present an assistant examiner, as
an examiner for the Federal Reserve Bank of Cleveland.
Please advise us of the date upon which the appointment
becomes effective."

Approved unanimously.

Letter to the board of directors of "The Pickerington Bank",

Pickerington, Ohio, stating that, subject to conditions of membership

numbered 1 to 3 contained in the Board's Regulation H, the Board ap-

proves the bank's application for membership in the Federal Reserve

System and for the appropriate amount of stock in the Federal Reserve

Bank of Cleveland.

Approved unanimously, for transmis-
sion through the Federal Reserve Bank of
Cleveland.

Letter to the Presidents of all of the Federal Reserve Banks,

reading as follows:

"Reference is made to the Board's letters of April
17, 1942 (R-975) and May 2, 1942 (R-981). There are en-
closed copies of Forms F. R. 577, 577a, and 579, which
have been revised in the light of suggestions developed
at recent conferences held between members of the Board's
staff and representatives of the War and Navy Departments
and the Maritime Commission. A supply of each form is
being forwarded under separate cover.

"Forms F. R. 577 (Maritime Commission) and F. R. 577a (AnY
and Navy Departmerkta)

"1. Guarantee numbers on Form F. R. 577
or 577a reports should be the same as those as-
signed to the corresponding guarantees. Your
Bank should assign the guarantee numbers to
guarantees executed on behalf of the Var De-
partment and the Maritime Commission. The
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"Navy Department will assign guarantee numbers
when issuing authorizations for guarantees. If
numbers heretofore used on Form F. R. 577 reports
do not conform to the above-described procedure,
please submit to the Board in duplicate a separate
list for each agency showing the name of borrower,
serial number on Form F. R. 577 as submitted, and
the number assigned to the corresponding guarantee.
The numbers of the guarantees will then be in-
serted by us on the corresponding reports on
Form F. R. 577.

"2. A report on Form F. R. 577 or 577a
should be submitted for each loan made by your
Bank under Section 13b of the Federal Reserve
Act that is guaranteed by the War Department,
Navy Department, or the Maritime Commission.
Only one report need be made for each guarantee
even though the loan is not to be advanced in
full at one time.

113. Branch of service chiefly concerned.
This item need be filled in only on reports of
loans guaranteed by the War Department and should
show the branch of the service, such as Ordnance,
Chemical Warfare, etc. for which, either as
contractor or subcontractor, the contractor has
the greatest dollar volume of contracts. If
the bank has difficulty in obtaining such in-
formation, it will be obtained for the bank by
the liaison officer.

114. Amouat of loart. The amount of the
loan should be reported as the maximum amount
of credit that under the guarantee agreement
may be outstanding at any one time.

"5. Finql maturity of loan. In case the
final maturity of the loan is indefinite be-
cause repayments thereof are to be made out of
payments to the borrower on the contract, a
statement to that effect should be substituted
for final maturity date.

"6. Commitment fee, if any. This item
on reports of loans guaranteed by the War De-
partment or Navy Department (Form 577a) should
show what commitment fee, if any, is charged
the borrower by the financing institution.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



1363

7/3/42

10Ws:

"Form F. R. 529 
"1. Separate reports should be submitted

for War Department, Navy Department, and Maritime
Commission guarantees and should include loans
outstanding at the end of the preceding month
(column 6) even though no amount is outstanding
at the end of the report month (column 7).

"2. Column 4. The amount in column 4
should be the amount of credit in use by bor-
rower on date of report plus any additional
amount then available to borrower under the
guarantee agreement.

113. Columns 5 and 8. The amounts to be
entered in columns 5 and 8 should be derived
by multiplying the amounts in columns 4 and 7
by the guarantee percentage (column 3) stated
in the guarantee agreement or by such percent-
age as modified by action taken under Section 5
thereof."

Approved unanimously.

Letter to Mr. Mark Brown, War Production Board, reading as fol-

"At the meeting on June 24, 1942, consideration was
given to the desirability of including in the guarantee
agreement a provision which would permit the Borrower, in
case of an adjustment under section 6 of the guarantee
agreement, to withdraw uncancelled contracts from the col-
lateral securing the loan and to substitute cancelled con-
tracts in lieu thereof.

"The basis of this proposal was to prevent the Bor-
rower from losing the benefit of the suspension of maturity,
Which might otherwise come about because of the fact that
the payments on the uncancelled contracts comprising the
collateral for the loan would inure to the Financing Insti-
tution and the Government rather than to the Borrower.
There would be no problem, of course, if all of the war
production contracts of the Borrower were assigned as col-
lateral, or if none of them were so assigned. Where only
a part of them are assigned, however, and subsequently
those which are not assigned are cancelled, the Borrower
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"may be entitled to some relief. Of course, a substitu-
tion of the kind suggested weakens the collateral pro tanto
and, since the lower the percentage of guarantee the more
the interest of the Financing Institution would be affected,
this might tend in some cases to increase the percentage
of guarantee requested by the Financing Institution.

"In accordance with the request made of him at the
meeting, Mr. Vest has drafted the enclosed paragraph, which
could be inserted in section 13 of the guarantee agreement.
The paragraph permits the Borrower to substitute cancelled
contracts for an equal amount of uncancelled contracts in
case of an adjustment under section 6, the proportion of
the substituted contracts to the total collateral contracts
being the same as the proportion of the loan on which ma-
turity has been suspended.

"The following example illustrates the way the at-
tached paragraph would work: Assume a loan of t400,000,
against which war production contracts in the amount of

00,000 have been pledged. Other war production contracts
of the Borrower aggregate .1,000,000. One-half of the
total war production contracts of the Borrower (i.e. 1750,000)
are cancelled, none of such cancelled contracts, however,

being a part of the collateral. The maturity of ft200,000
of the loan is therefore suspended under section 6. In

such event the Borrower could substitute 250,000 of can-

celled contracts in the collateral securing the loan for
an equivalent amount of uncancelled contracts.

Me are sending the enclosed paragraph to the War De-

partment, Navy Department and Maritime Commission in ac-

cordance with the understanding at the meeting and for

such further consideration as may be desired."

Approved unanimously, together with
similar letters to the United States
Maritime Commission, Mr. Sidney A. Mitchell
of the Navy Department, and Colonel John
C. Mechem of the War Department.

Letter to the United States Maritime Commission, reading as fol-

Me understand that it is desired by your Commission

that all interest, fees, and other charges referred to in

Section 5 of your instructions to the Federal Reserve Banks,
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"dated May 7, 1942, should be covered into the general
fund of the Treasury for credit to account '69X0200 Construc-

tion Fund, United States Maritime Commission, Act June 29,
1936, Revolving Fund'.

"As you know, under Executive Order No. 9112 it is

provided that such interest, fees, and other charges shall

first be used for the purpose of meeting expenses and

losses incurred by the Federal Reserve Banks in acting
as agents under the provisions of the Executive Order,
and to the extent that the amount of such interest, fees,
and other charges is insufficient for this purpose, the

Federal Reserve Banks shall be reimbursed by the Maritime

Commission.
"In the circumstances, before advising the Federal

Reserve Banks as to the manner in which these items of in-

terest, fees, and other charges should be handled, we would

like to have advice from the Maritime Commission that cov-

ering them into the general fund of the Treasury for credit
to the account above mentioned will not prevent their being
used for the purpose of meeting expenses and losses of the

Federal Reserve Banks in accordance with the provisions of

the Executive Order. It is understood that to the extent

that such interest, fees, or other charges are insufficient

for this purpose, the Federal Reserve Banks will be reim-

bursed for such expenses and losses by the Maritime Commis-

sion in accordance with the Executive Order.

"We will be glad to have a letter from you confirming
our understanding as above stated."

Approved unanimously.

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

Bank of D  llas, reading as follows:

"Reference is made to your letter of June 1 regard-
ing the application of Regulation Yi to the purchase of

automobiles by workers in war plants. This subject has

been under discussion here, but the Board has decided to

defer any action on it for the present, pending some clar-

ification of closely-related matters affecting the automo-
bile situation on which the Office of Price Administration

and other agencies are working.
"When and if any action is taken you will, of course,

be notified. Meanwhile, we are very glad to have the
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"information conveyed in your letter of June 1 and in
the letter from Mr. Cummings to Mr. DeSanders that you
enclosed, and will be most appreciative of any further
information that you think should be brought to our at-
tention."

Approved unanimously.

Following the appointment of Mr. Evans as a member of the

Board of Governors consideration was given to the rearrangement of the

assignments to individual members of the Board of various subjects re-

quiring consideration or action by the Board. Before this meeting

Chairman Eccles discussed the matter with the individual members and

the following assignments of subjects to the respective members were

agreed upon:

"Chain Eacleg

"1. Economic and monetary policy matters (open
market operations, discount rates, reserve requirements,
interest rates, Government finance, international monetary
questions).

"2. Questions of policy involved in the initiation
and adoption of legislation and Executive Orders affecting
the System.

"3. Public relations of Board of Governors.
"4. Supervision of Board's staff.

"Vice Chairman Ransom (Alternate,
Chairman pro tem.)

"1. As the Vice Chairman is charged with the respon-
sibility of acting as Chairman in the absence of the latter,
he shares with the Chairman the consideration of the matters
specifica31y assigned to the latter, in such manner as they
may decide from time to time.

"2. Reports on legislation and other legislative
matters not handled by the Chairman.

"3. Regulation of consumer credit.
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"Mr. Szymczak (Alternate, Mr. McKee)

"1. Services and expenditures of Federal Reserve
Banks and reimbursements therefor; transactions with for-
eign banks and governments; reserves for losses; charge-
offs and dividends; examinations of Federal Reserve Banks.

"2. Executive development plan; Federal Reserve Bank
salaries and classification plans; retirement system;
Board's representative as trustee of retirement system.

"3. Outside business and other relations of direc-
tors, officers and employees of Federal Reserve Banks; re-
moval of directors, officers and employees of Federal Re-
serve Banks.

4. Clearance and collection systems, including 'par
clearance'; inter-district settlement funds.

"5. Issuance and cancelation of Federal Reserve bank
stock.

"6. Issuance and redemption of currency.
"7. Establishment, regulation and discontinuance of

branches and agencies; and determination of district and
branch territorial limits.

"Mr. Wee (Alternate, Mr. Szymczak)

"1. Admissions to, conditions of, and termination of
membership of State banks; trust powers for member banks.

"2. Supervision and examination of State member banks;
branches, mergers, consolidations, adjustments of capital
structure, maintenance of required reserves, etc., of mem-
ber banks; relations regarding these matters with Federal
Deposit Insurance Corporation, Reconstruction Finance Corpora-
tion and Comptroller of the Currency.

"3. Relations with holding company and other affil-
iates; examination of affiliates; issuance and revocation of
voting permits of holding company affiliates.

"4. Institutions engaged in international and foreign
banking subject to sections 25 and 25A of the Federal Reserve
Act.

"5. Interlocking relations of directors, officers and
employees of member banks serving other banks and security
dealers; loans to executive officers of member banks; removal
of directors, officers and employees of member banks; disposi-
tion of criminal charges.

nmr. Draper (Alternate, Mr. Evans)

"1. Discounts and advances of Federal Reserve Banks;
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"purchases by Federal Reserve banks of securities and bills
other than through system open market account; questions
of eligibility of paper for discount or as security for ad-
vances.

"2. Loans and investments of member banks, including
acceptances; relations regarding these matters with Comp-
troller of the Currency, Securities and Exchange Commission,
and other Governmental agencies.

"3. Extension and maintenance of credit by brokers,
dealers, banks and others for purchasing or carrying se-
curities.

"4. Lending activities of Government agencies (other
than those in the agricultural field).

"5. Building operation and maintenance.

"Mr, Evans (Alternate, Mr. Draper)

"1. Agricultural conditions, including prices, pro-
duction, exports and imports; and relations concerning these
subjects with Department of Agriculture, Farm Credit Admin-
istration and other agencies; lending activities of Govern-
ment agencies in the agricultural field.

"2. Cooperation of statistical and research departments
of Federal Reserve Banks and Board of Governors with National

Resources Planning Board in research work of joint concern.
"3. Publications of the Federal Reserve System; call

reports of condition and other periodical reports of member
banks.

"4. Coordination and development of relations of Fed-
eral Reserve Banks with member banks, nonmember banks, bank-
ing associations, educational institutions, and the general
public.

"5. Board's representative as member of System Com-
mittee on war savings securities; voluntary payroll deduction
plans for subscriptions to war savings bonds.

"6. Board's representative as member of System Com-
mittee on currency circulation and hoarding."

following statement of the duties of the Personnel and War Loans n-om-

mittees was also agreed upon:

"per sonn Qormittee 

"Recommendations to the Board relating to
"1. Appointments of Class 'C' directors of Federal Re-

serve Banks and the directors of branches appointed by the
Board.
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"2. Designations of Chairmen and Federal Reserve
Agents and appointments of Deputy Chairmen of Federal Re-
serve Banks.

"3. Approvals of appointments of Presidents and
First Vice Presidents of Federal Reserve Banks, and ap-
provals of other appointments in Federal Reserve Banks
requiring action by the Board.

"4. Classification of member banks and procedure
for election of Class 'A' and Class 'B' directors of Fed-
eral Reserve Banks.

"5. Board's budgets and expenditures.

"War Loans Committee

"Administration of Federal Reserve activities re-
lating to war loans under Executive Order 9112 and to in-
dustrial loans under section 13b of Federal Reserve Act.!'

Approved:

The assignments to individual mem-
bers of the Board and the statement of
duties of the Personnel and War Loans
Committees were approved unanimously.

By unanimous vote, Mr. Evans was
appointed Vice Chairman of the Personnel
Committee for the period ending February
28, 1943.

Thereupon the meeting adjourned.

Chairman.
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