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A meeting of the Board of Governors of the Federal Reserve

Was held in Washington on Tuesday, Tilly 21, 1942, at 10:30 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. Thurston, Special Assistant to the

Chairman
Mr. Wyatt, General Counsel
Mr. Goldenweiser, Director of the Division

of Research and Statistics
Mr. Dreibelbis, Assistant General Counsel
Mr. Stark, Assistant Director of the Divi-

sion of Research and Statistics

ALSO PRESENT: Mr. Beardsley Rirml, Adviser to the National
Resources Planning Board

Mr. Evans stated that since the meeting of the Board on June 9,

1942 at which he as requested to work with representatives of the

°nal Resources Planning Board in the development of a program in

11ich the facilities of the Federal Reserve Banks would be used in the

Wbttd:1,
J of national and regional problems in cooperation with the National

"4.ees Planning Board, meetings had been held with representatives

or the
Planning Board, following which he and Mr. Goldenweiser had pre-

memorand under date of July 20, 1942, which he would like to

Considered at this meeting. The memorandum, which was read by

'4111s, was in part as follows:

"The economic and financial problems that the nation
Must face in coming years are in part primarily national

end in part primarily regional. The welfare of the nation

equires that attention be given to both. It is therefore

"sirable and appropriate that the Reserve Banks give In-
eased emphasis to regional interests.
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"It is therefore recommended that the Board:

1. Communicate with the Presidents and Chair-
men of the Federal Reserve Banks, calling attention
to the above considerations and inviting their par-

ticipation in the development of a tentative program

contemplating: a) specific effort on the part of the

Officers and directors of the Banks to cooperate in
and, where desirable, promote regional studies and

Planning by other agencies, private as well as Gov-

ernmental; and b) the strengthening of their own

facilities for economic and statistical research

as a means, in part, of accomplishing the above.

2. Authorize the Board's Division of Research
and Statistics, under Governor Evans' direction, to

proceed with the further development of the program
for specific research projects--in consultation with

representatives of the Reserve Banks.
3. Authorize from time to time, as the occasion

requires, the employment of such additional personnel
at the Reserve Banks, as well as in Washington, as may
be needed for the furtherance of this program.

4. Provide for discussions of the subject be-

tween the Board of Governors and the Presidents and

Chairmen of the Banks at appropriate occasions as
the program develops.
"It is proposed that the plan be presented to the Re-

serve Banks in its present preliminary form for several
reasons: to invite their cooperation in the formulation
or the program; to promote the early commencement of the
c)rk; and to permit personnel requirements in the Research

. -d-visions of the Banks to be considered henceforth in the
light of all of their work, including the contemplated
studies.

"Attached hereto are a draft of a proposed communica-
ion to the Presidents and Chairmen of the Reserve Banks,

Ild three supplemental memoranda: a preliminary outline of
:e6ional economic studies; a summary, prepared by Mr. Puml,

certain discussions and correspondence that are part of
'he background of the System's recent consideration of the

Isegional functions of the Federal Reserve Banks; and a memo-

Illtildum prepared by the National Resources Planning Board
euramarizing its own regional activities."

The draft of letter to the Federal Reserve Banks and Mr. Pumlls

417 memorandum were also read by Mr. Evans, and in the discussion
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which ensued Mr. Ruml emphasized the opinion which he held that the

1311°gram should not be crystallized at this stage but should be de-

vel°Ped in more detail in consultation with the Presidents and Chair-

Men of the Federal Reserve Banks. He also said, in response to an

iliglItirY from Mr. Ransom, that the tentative outline of program re-

ferred to in Mr. Evans' memorandum related to the study of regional

"d intranational problems as distinguished from international problems.

The suggestion was made that, when the Presidents and Chair-

niell meet in Washington for the purpose of discussing the program, er-

rengements might be made to have 'Mr. Delano, Chairman of the National

Resources Planning Board, attend the meeting.

Mr. McKee raised the question what the relations of the Board

°t Governors and the National Resources Planning Board would be in con-

nection with the material developed by the System under the proposed

".d Mr. Ruml suggested that there should be close cooperation on

the
Part of Messrs. Goldenweiser and Blaisdell, Assistant Director for

the
Diational Resources Planning Board, as to the material desired by

the
-Lanning Board, that from time to time the Planning Board might

71.)a to make special requests for information which the Board of Gov-

errior
s might wish to consider, that the development of what might be

ectIsidered routine information might be left to the staffs of the two

oliea
ilizations, that important matters or matters of special interest

be brought to the attention of the Board of Governors for con-

.
d
e
rEltion or consultation with the Planning Board or other appropri-

ste G
°vernment agency, and that therefore the delivery of data
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developed from the studies to the National Resources Planning Board

woUld not necessarily mean that the information had been passed upon

by the Board of Governors.

At this point, Igir.Rural withdrew from the meeting to keep

EMother appointment.

At the conclusion of a further dis-

cussion, upon motion by Mr. Evans and by

unanimous vote, the recommendations sub-
mitted by him and Mr. Goldenweiser as
contained in their memorandum of July 20,

1942, were approved, with the understanding
that (1) the letter to the Presidents and

Chairmen of the Federal Reserve Banks con-

templated in the first recommendation would
be sent immediately in the following form,
and (2) the members of the Board would give
Mr. Evans, during the course of the next

week, any comments or suggestions that they

might have with respect to the tentative

outline of subjects to be studied, and

thereafter copies of the outline would be

sent by Mr. Goldenweiser to the research

departments of the various Federal Reserve

Banks, and at the same time copies would
also be sent to the Chairmen of the Fed-
eral Reserve Banks:

"National economic problems, on the adequate solution
(11! Which depends the future well-being of the country, have

cal and regional aspects of vital importance. Local and
regional problems, as well, have their impact on the national

l!lfare. The Federal Reserve System, which is concerned with
i'ase problems, has the advantage of a nation-wide organiza-

tion with a regional structure in the Federal Reserve Banks
and their branches. By effective mobilization of its re-
8°Ilreas the System can render a great service to the nation.

"The need for strengthening the System in the perform-
Of its regional functions, and in the exercise of re-

!1°nal leadership, has been given renewed emphasis in recent

jeers. During the conference of Chairmen of the Federal Re-
serve Banks with the Board of Governors of the Federal Re-s

,!1've System, on April 26, 1941, and again on January 26,
4A22 the subject was explicitly discussed. On the latter
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"occasion Chairman Eccles, on behalf of the Board of Gov-
ernors, read a statement that had been prepared by the
Chairmen of the Federal Reserve Banks at the earlier of
these two meetings. That statement is more fully presented
in a memorandum prepared by Mr. Ruml and appended to this
letter. The following portion, here quoted, summarizes
the essential responsibilities of the Federal Reserve Banks
in their respective districts:

• . .it seems desirable in the national welfare
that the regional Federal Reserve Banks be firmly

established as centers of information, enlighten-
ment and leadership. They must be able to trans-
mit to the appropriate national authorities

Information of a comprehensive character, skill-

fully annotated and wisely interpreted, covering

economic problems and trends in their particular

regions. They must be able to function as centers
of enlightenment in their particular regions, es-

pecially with the banks and other financial in-

stitutions, concerning evolving national policy
and methods in the fiscal and monetary area.
They must be able to assume leadership in times
Of crisis and emergency, and must be able to exert

Proper influence on national policy and measures,

especially from the point of view of regional

considerations'.
time "This statement was interpreted and recorded at the

as a broad directive to the Federal Reserve Banks.
"The several Reserve Banks should make their appropri-

ate contributions to the solution of national, as well as
reEional, problems and it is proposed that the Federal Re-
serve Banks and the Board of Governors cooperate in develop-
flg a specific program to that end. It is expected that
the Proposed undertaking will be considered at future meet-
!rigs of the Presidents and Chairmen of the Banks and the
4'residents, Committee on Research which was recently
o
rganized.

"It is evident that any such plan will place addi-
ti 
°nal responsibility on the Federal Reserve Banks. At

tthe same time it will afford an opportunity to strengthen
41,I,"1 and to broaden the field of their activities--some-
'ling that the Banks, as well as the Board, have long de-

8 red. The Board recognizes the likelihood that additional

rrsonnel may well be necessary and expects that the per-

requirements of the Banks, including the research
Id-visions of the Banks, will be considered henceforth in
. 11e light of all of their activities, including the con-
belnPlated studies.
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bis,

"The attached memorandum also summarizes certain dis-
cussions and correspondence that are part of the background
of the increased attention that has recently been directed
to the need for strengthening the regional functions of the
Federal Reserve Banks. Particular attention is invited to
the exchange of letters between Mr. Delano, Chairman of the
Eational Resources Planning Board, and Mr. Eccles, and to
the statement which is also attached of the functions of
the National Resources Planning Board.

"Mr. Goldenweiser will send to the Research Depart-
ments of the Banks a tentative outline of subjects indicat-
ing the field within which district studies might well be
made. It is regarded as entirely preliminary, and is in-
tended as a starting point for consideration and further
development at the Reserve Banks.

"It is believed thAt, after a period of informal con-
sideration of the overall plan, arrangements for effective
liaison and other provisions for a proper organization of
the work can best be developed. It is therefore intended
that the proposal be considered at forthcoming meetings of
the Presidents and Chairmen witli the Board.

"This letter is being sent to the Presidents and Chair-
Illen of all of the Federal Reserve Banks."

At this point, Messrs. Thurston, Wyatt, Goldenweiser, Dreibel-

and Stark left the meeting, and the action stated with respect to

Qf the matters hereinafter referred to was then taken by the
110E1rd:

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

"al Reserve System held on July 20, 1942, were approved unanimously.

Letter to the "First National Bank of Warsaw", Warsaw, Indiana,
reati4

as follows:

h, "The Board of Governors of the Federal Reserve System
t's given consideration to your application for permission

t%act as trustee, Find, in addition to the authority here-

granted to act as executor, administrator and guard-
Of estates, grants you authority to act, when not in

°ntravention of State or local law, as trustee under the
w111 of W. Bert Siders, the exercise of this right to be
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"subject to the provisions of the Federal Reserve Act
and the regulations of the Board of Governors of the
Federal Reserve System.

"This letter will be your authority to exercise
the additional fiduciary power granted by the Board
Pending the preparation of a formal certificate cover-

such authorization, which will be forwarded to you
in due course."

Approved unanimously.

Telegram to Mr. Olson, Assistant Vice President of the Federal

Reser7e Bank of Chicago, reading as follows:

"Your wire July 17. It is our informal understand-
ing that War Department, Navy Department and Maritime Com-

Thlseion interpret section 1 of the guarantee agreement as
Permittinc; demands for purchase and purchases to be made
Without limit as to number of times, provided the total
Purchased does not exceed the amount specified in the
guarantee agreement. It is our interpretation of section
4 of the guarantee agreement that without the prior writ-
ten consent of the guarantor the financing institution
maY not, directly or indirectly, institute bankruptcy
Proceedings against the borrower in connection with the
guaranteed loan or any other loan. The effect of the
bankruptcy on the claim of the Government would be the
same whether proceedings were instituted on the basis of
the guaranteed loan or some other loan. However, we have

consulted the agencies with respect to this question.
:a will be glad to take this question up with the par-
uicular agency involved if the question is material in
L1317' case.“

Approved unanimously.

Letter prepared for the signature of Chairman Eccles to Mr.

14all„
Ijklverick, Chief of the Bureau of Governmental Requirements,

.rroduction Board, reading as follows:

"We are in receipt of your letter of July 13, 1942,

with regard to the Governmental Requirements Plan
established by the War Production Board for the hAndling
17 requests for priority assistance from Federal depart-
ents and agencies.
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"In connection with the provision for the submission
Of estimated needs for a quarterly period covering items
Of equipment, maintenance and repair materials, and oper-
ating supplies, I should like to point out that the Federal
Reserve Banks, which operate under the supervision of the
Board of Governors, are engaged to a considerable extent
in acting as fiscal agents of the United States on behalf
Of a large number of Governmental agencies, including the
War and Navy Departments; in fact about 30 per cent of the

Personnel of the Federal Reserve Banks is engaged on work
for Governmental agencies, in their capacity as fiscal
agents of the United States, they are constantly in need
Of equipment and supplies, and the Board believes that
they should be granted priorities in this respect to the
same extent as the Federal departments and agencies.
Many of the other operations of the Federal Reserve Banks,
such as supplying currency and coin for pay roll and other

Purposes, including pay rolls for army camps, are vitally
essential to the Government in the prosecution of the war.
For these reasons the Board believes that the Federal Re-

serve Banks should be included along with Federal depart-
ments and agencies for the purposes stated in your letter,
and unless we hear from you to the contrary we shall ob-
tain from them and submit to your office a report showing
their estiLated needs for a quarterly period of the items
set forth in your letter, in addition to submitting a re-
Port covering the needs of the Board of Governors.

"With these considerations in mind, we have desig-
!!ated Mr. L. S. Myrick, Technical Assistant, of the Board's
-iivision of Bank Operations, to act in a liaison capacity
oath your Bureau. In case he is absent or unavailable at
any time Mr. Fred A. Nelson, Assistant Secretary of the
Board, will act as Mr. Myrick's alternate."

Approved unanimously, together with

the following letter to the Presidents
of all the Federal Reserve Banks:

"There is enclosed for your information a copy of a
letter received from Mr. Maury Maverick, Chief, Bureau of
Governmental Requirements, War Production Board, and a

c()PY of the Board's reply thereto.
"It is assumed that your Bank is in accord with the

Position taken by the Board as stated in its letter to
*. Maverick, but if you should have any different views

"-th respect thereto we should like to have you bring
them to the Board's attention."
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Memorandum dated Slily 17, 1942, from Mr. Wingfield, Assistant

eneral Counsel, recommending that there be published in the August

issue of the Federal Reserve Bulletin statements in the form attached

to the memorandum with respect to the following subjects:

Amendments to Federal Reserve Act
Membership of Federal Open Market Committee

Reserves of Member Banks

Reserves
Amendments to Regulation D

Federal Reserve Bank Stock
Tax on Dividends

Consumer Credit
Amendment to Regulation W
Interpretations of Regulation W

Alien Property Custodian
Executive Order Allocating Powers

United States Currency
Hawaiian Series

Approved unanimously.

Thereupon the meeting adjourned.
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