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A meeting of the Board of Governors of the Federal Reserve Sys-
t
Il was helq in Washington on Tuesday, August 4, 1942, at 11:00 a.m.
PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymezak
Mr. McKee
Mr. Draper
Mr. Evans
Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
The action stated with respect to each of the matters herein-
afy
®T referred to was teken by the Board:
The minutes of the meeting of the Board of Governors of the
Pege
Tal Reserve System held on August 3, 1942, were approved unanimously.
Memorandum dated August 1, 1942, from Mr. Morrill, recommend-
t
hat Fonn Scheuring be appointed as a guard in the Secretary's Of-
Tice
°l a temporary basis for an indefinite period, with salary at
e r
te of $1,500 per annum, effective as of the date upon which he
oy
S Upon the performance of his duties after having passed satis-
&eto
™1y the usual physical examination.
Approved unanimously.
Memorandum dated August 3, 1942, from Mr. Morrill, submitting
® re
Signation of M. Peter Sarfaty as clerk to the Building Manager,
ffic
)
: °f the Secretary, to become effective as of the close of busi-
Ggs
\
1 Septemper 3, 1942, and recormending that the resignation be

&Qee
P*ed as of that date.

The resignation was accepted.
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Letter to Mr. Paddock, President of the Federal Reserve Bank

0
t BOston, reading as follows:

"This is in reply to your letter of July 29 in
Which you refer to the Board's letter of July 17, 1941
(8-275), ana advise of your wish to continue in your
®mploy on a temporary basis as supervisor in the Audit-
ing Department, Mr. Williem J. Buckner, who will retire
°n July 31, 1942.

"In view of the circumstances referred to in your
1etter, the Board will interpose no objection at this
¥ime to the employment of Mr. Buckner on a temporary

88is with compensation at the rate .of $2,500 per an-
hum. It is sssumed that the employment of Mr. Buckner
In these circumstances will be terminated when the
Special conditions necessitating his service after re-
tirement no longer exist."

Approved unanimously.

Letter to Mr. Sproul, President of the Federal Reserve Bank of

N Sw
Yory, reading as follows:

B "As requested in your letter of July 31, 1942, the
IO&rd of Governors approves the peyment of a salary to Mr.
tzén H. Vurtz, Menager, Government Bond Department, at

g © rate of $5,500 per annum, effective July 30, 1942,

Or the period ending March 31, 1943."

Approved unanimously.
3 Letter to Mr. Meyer, Assistent Cashier of the Federal Reserve
o Chicago, reading as follows:
clggg:g?zaizzrd approves the changes in the personnel
n plan of your bank as requested in your

®tter of July 15, 1942, namely:
Head Office Detroit Branch

Revision of pageSeescessesees 25 46 8
26 47 11
27 140 16
37 162 24

L0 163 56

-
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Heaed Office Detroit Branch

"Creation of new positions

as represented by pages.... 130A 6A 304
130B 8A 31A
149A 11A 50
11B 53C
Change in description of duties
as represented by pages.... 76 50A
Elimination of position as
represented LY DPaGCeccessve 78 -

"While the Board has approved an increase in the max-

salary for the position of Federal Reserve Agent's
Representative at Detroit, attention is called to the fact
that under the provisions of the Board's letter of April 2,
1937, X-9856, no change shall be made in the salary of an
Assistant Federal Reserve Agent, Alternate Assistant Federal

8serve Agent, or Federal Reserve Agent's Representative
Without obteining the Board's prior approval thereof.

"The Board also approves, effective July 1, 1942, the
Payment of salaries to five employees at the Head Office
8nd six at the Detroit Branch, in excess of the maximum an-
lual salaries provided in the personnel classification plan
Tor the position occupied, as follows:

Neme ang mit1e of Annual
Position Department - Salary
D oryrce;
g“nean Walker, Chief Protection $3,700
* G. Olson, Chief Mail 3,100
A+ Monson, Supervisor Mail 2,620
0‘ Vavricka, Bookkeeper Bond Department 2,640
* Thomas, Record Custodian Bindery and 0ld
Records 1,900
ZETROTT BRANCE:
G. N. Mehney, Supervisor Service 2,640
* C. De Yonkers, Return
Ttems Teller Check 2,220
* fe Allen, Return Items
W Teller Check 2,280
8Ty M. Mesle, Switchboard
Operatop Telephone 1,800
: MacDonald, Utility Men  Maintenance 2,040
8ve Samolin, Janitor Maintenance 1,620"

Approved unanimously.
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Letter to Mr. Hitt, First Vice President of the Federal Reserve
Of St. Louis, reading as follows:

"This will acknowledge your letter of July 28, 1942,
&dVising of the action of your Executive Committee in au-
thorizing the payment of a sum equal to three months' sal-
ary, $900, as a dismissal wage to Mr. Charles A. Mattox,

8 former examiner for the Federal Reserve Bank of St. Louis,
Subject to the approval of the Board of Governors. Al-
though the proposed payment is in excess of that authorized
by letter S-7 of June 24, 1937 (F.R.L.S. #9152), in view of

® unusual circumstances involved the Board will interpose
D0 objection to the proposed peyment as authorized by the
Xecutive Committee of your bank."

Approved unanimously.
Letter to Mr. Mulroney, Vice President of the Federal Reserve
°f Chicago, reading as follows:

"This refers to the application of 'The Genesee County

Savings Bank', Flint, Michigan, for permission to exercise

riduci&ry powers.
by "In view of the information submitted by you, and in
°°°°rdance with your recommendation, the Board of Governors

T the Federal Reserve System grants the applicant bank per-

§1531°n under the provisions of its condition of membership

:m ered 3, to exercise the fiduciary powers authorized under
aps Charter and the laws of the State of Michigan. The Board's
rg%{OV&l is given subject to acceptance by the bank of the
the Owing standard conditions prescribed in connection with
a admission to membership of State banks exercising fiduci-
Poviers:

"l. Such bank shall not invest funds held by it as
fiduciary in stock or obligations of, or prop-

erty acquired from, the bank or its directors,
officers, or employees, or their interests, or
in stock or obligations of, or property acquired
from, affiliates of the bank.

Such bank, except as permitted in the case of
national banks exercising fiduciary powers,

shall not invest collectively funds held by the
bank as fiduciary and shall keep the securities
and investments of each trust separate from those
of all other trusts and separate also from the-
broperties of the bank itself.

"2.
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"3, If funds held by such bank as fiduciary
are deposited in its commercial or sav-
ings department or otherwise used in the
conduct of its business, it shall deposit
with its trust department security in the
same manner and to the same extent as is
required of national banks exercising fi-
duciary powers.

"You are requested to advise *The Genesee County Sav-
ings Bank', Filint, Michigan, of the Board's action and to
Obtain an appropriate resolution of the board of directors
Of the bank accepting the conditions listed above and for-
Ward a certified copy thereof to the Board.

"It is noted that Mr. Wilfred C. Dickie, former trust
:ificer of the National Bank of Flint, is to be employed as

Ce president and trust officer of the applicant. The
tgird's approval of the application was based, among other

ngs, upon the understanding that all trusts now handled
:Y Mr. Dickie will be transferred to the applicant. Any
vi“ﬂt to be taken over should, of course, be carefully re-

ewed and approved by the trust committee before accept-
:ﬁce. Please bring the Board's views in this matter to

€ attention of the bank."

Approved unanimously.
Telegram to Mr. Zurlinden, First Vice President of the Federal
¥e Bank of Cleveland, reading as follows:
i}
w$etel August 1 concerning Amendment No. 6 (to Regulation
ﬁné 8Xception relates to adaptation of present equipment
not to complete replacement of one type by another.”
Approved unanimously.
Letter to Mr. Dillard, Vice President of the Federal Reserve
Ak
o
¥ chicago, reading as follows:
"This is in reply to your letter of July 25 regarding
ituation of william Y. Gilmore and Son, Oek Park, Il-
8, with respect to cycle billing under section 12(m)
gulation W,

"Section 12(m), as you know, has been so drawn as 1o
the Federal Reserve Bank a liberal measure of discre-

the s
lingy
Of Re

Bive

i
°n in making the decisions that operation of this section
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"will require the Reserve Bank to meke. This applies with-

out reservation to the decisions concerning impracticability

that involve clauses 2(A) and 2(B) of section 12(m), and as

%o these any comments from the Board at any time are, of

Course, to be taken as suggestive rather than controlling.
"The question whether the store may be considered to

have peen 'using' a system of cycle billing 'on May 6, 1942!,

Yhough it mey partake of the nature of an interpretation on

Which an expression of opinion from the Board might perhaps

be of special significance, may be viewed with equal reason

88 a question for the Reserve Bank. In any event, it is

Doted from the firm's letter of July 23 that the firm had

% least begun the use on May 6 of a system of recording

and billing charge accounts that meets the specifications

°f clause (1) of section 12(m), and it seems that in these

Circumstances the Reserve Benk, with its fuller knowledge

of the facts, might well take the responsibility of decid-

lng that the firm's application should not be thrown out

¥ reason of the provisions of that clause."

Approved unanimously.
Letter to Mr. Woolley, Vice President of the Federal Reserve
°f Kansag City, reading as follows:

of 7 "This will acknowledge and thank you for your letter
Re uly 23 enclosing copies of correspondence regarding
orgulation W between you and Mr. A. B, Trott, President
the Daniels and Fisher Stores Company, Denver.
in "One point raised by Mr. Trott on which some further
mevestigation may be in order has to do with his state-
pr?t that charge customers who may have paid promptly
= zr to May 6 are now insisting on taking the full amount
ime allowed by sections 5(a) and 5(c) of the regula-
®0. In addition to the misuse of Regulation W discussed
% gr-_Parry's telegram of July 20, in which some merchants
of heir collection efforts misrepresent the requirements
Vor he regulation, there are some indications that the re-
Qus:e Problem -- relating to the use of the regulation by
omers in order to lengthen their payments -- may also
Wilif sufficient importance to deserve consideration. I%
knoy, therefore be appreciated if you will let the Board
gy Whether you have encountered other merchants in your
Tiet who feel that Regulation W has the effect of

8
10wing down their charge account collections.
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"If you care to express any opinion as to whether
the Federal Reserve System should take action of some
Sort to counteract eny such effect of Regulation W,
vour opinion would be welcome.®

Approved unanimously.
Letter to Mr. Stroud, First Vice President of the Federal
R
®8erve Bane of Dallas, reading as follows:

"Receipt is acknowledged of your letter of July 13
8sking whether, under section 5(d)(2) of Regulation W,
8 default in a charge account may be cured by an agree-
Bent to pay the amount in default in one peyment, or
Whether, in view of the phrase *instalment payments',

he agreement must provide for more than one paymente.

D particular, you inquire about a case in which the
8greement calls for a single payment one month from

® date of the agreement.

"It is the Board's view that en agreement to pay
*he amount in default in a single payment at any time
Within one month from the date of the agreement will,

der section 5(d)(2), suffice to cure the default.

S you know, section 5(d)(2), which states the limits
Of the credit which can be extended, would permit an
S€reement to pay in two instalments, and the first in-
&lment, representing substantially one-half of the
Wount of the default, could be made payable at any
® within one month from the date of the agreement.

hus, ay agreement of the kind in question would not
b ¥ result in conformance with the permitted interval

®tWween the date of the agreement and the first instal-
1‘:’“’ Payment, in the usual instalment case, but would
thsult also in completely liquidating the amount of

® default within such permitted interval, thereby

thel‘ing the objective of the Regulation. Of course,
he case of any instalment credit, there is nothing

1 the Regulation to prevent the obligor from anticipat-
Paymentg,

Approved unanimously.

Letter o Honorable Tom Connally, United States Senate, read-

i follows:
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"We have received from Mr. Leon Henderson a copy of
8 letter addressed to you June 19 by Mr. O. H. Ross of
Fort Worth, Texas, with the request that we write you
Teégarding that portion of Mir. Ross' letter which has to
40 with Regulation W. A copy of the regulation is
enclosed,

"We have read Mr. Ross' letter with interest. It
1s easy to realize why he finds his situation at this
time q perplexing one. He refers to two governmental re-
Strictions that have affected his piano sales, the first
being the consumer credit regulation of this Board, with
Which he shows entire familiarity, and secondly the fact
tPBt the manufacture of pianos will be frozen. He is
tnerefore confronted with restriction on his stock of
Terchandise and the imposition of stricter credit terms

Seem to have usually been applied in his line of
buBiness.

"A principal purpose of the Board's regulation of
Consumer credit is to dempen the demand for certain ar-
Yicles, the manufacture of which requires materials es-
Séntial for the war effort, Among these articles pianos,
of Course, are to be included. A method of dampening

S demand is to restrict the use of credit for the
chage of such articles. This restriction upon demand
Was related to restrictions on production, and it is for
18 reason that Mr. Ross finds the volume of his busi-
1888 impaired by governmental restrictions on both de-
1d and supply.

"An additional and important purpose of the regula-
tlon Of consumer credit is to get people out of debt and
© Prevent them from incurring unnecessary debt at a time
Such ag thisg,

b "Of course we view Mr. Ross' problem with sympathy,
Ut the restrictions on consumer credit were only imposed
fter careful consideration of all the facts involved and
8%er consultation with manufacturers and vendors of the
8rticles ip question. Such changes in the credit restric-
°h8 as have been imposed were only promulgated after
her consideration of the national and over-all prob-
t1 2t issue. We regret that we can offer no construc-
NeVe Suggestion as to what might be done by Mr. Ross.
th?ertheless we shall be glad to discuss the matter fur-

Vool Dy correspondence with him or with you if either of
U wish to do s0."

Approved unanimously.
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Letter to Like-Nu Re-Upholstering Co., Inc., Chicago, Illinois,

T®ading as follows:

"This will acknowledge your letter of July 21, 1942,
Teferring to the application of the Board's Regulation W
%0 reupholstering. You make the point that a down payment
of 33-1/3 per cent on instalment contracts for this work
18 too high, particularly when only 20 per cent is required
for the purchase of furniture.

"You will note from an examination of the regulation
that it is now designed on the principle that, with a few
®xceptions, the minimum down payment and the maximum ma-
turity should be uniform for all types of articles. Furni-
ture is one of the exceptions, as a lower down payment is
Specified for furniture. This exception was made for
Several reasons, one of which is that up to now there has
been no shortage of the basic material, wood. It would
S€em also that the amount of down payment required for re-
uPhOIStering would not be so excessive in comparison with

he qown peyment for new furniture inasmuch as the cost
°f the latter would be so much higher.
"We are sure that you appreciate the need for the cur-
Yallment of credit in a period when consumers' incomes
8reatly exceed the goods available to them. There are

e ways in which a surplus consumer purchasing power

°8n be kept out of the market for the diminishing supply
°f goods, (1) by taxation, (2) by investment in War Bonds,
8nd (3) by the peyment of personal debt. If Government
nduces the payment of personal debt to the extent of
S€veral billions of dollars, this desirable objective
Would be completely neutrelized by permitting the crea-
Yion of new consumer debt at the same time. We hope that
this will give you a general idea of the current thinking
I the problem of consumer debt and will enable you to
Wderstang that in the process of stabilizing the cost of

Ving this important economic field must not be overlooked.

"In the administration of the consumer credit regula-
tlon, we nave consistently tried to put the brakes on with |
discretion and not in a manner which would be destructive

business or work too great hardships. We know that you
TeCognize that the business of some establishments will
10t be ag good as it has been in the recent past for rea-
Song that spring directly from the need to convert a large
Share of our productive capacity to war purposes.
th "We are glad to have your comments and will study

°I carefully. In view of current developments, it would
Soem more lixely that the down payment on furniture would
® raigeq than that the down payment on upholstering would
® reduceq,
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"The administration of Regulation W has been decen-
tralized among the twelve Federal Reserve Banks and their
twenty-four branches. It is suggested that you may wish
%o address future communications to the Federal Reserve
Bank of Chicago."

Approved unanimously.

Letter to the Commissioner of Internal Revenue, reading as
Tollows:

"Reference is made to Treasury Decision No. 5160

dated July 6, 1942, interpreting the provisions of section

Of the Public Debt Act of 1942 relating, among other
things, to the taxability of dividends on shares of Fed-
®ral Reserve Bank stock.
: "In the Decision just referred to it is stated that
for the purposes of this section, a stock or share is
deemed to be issued at the time and to the extent that
Payment therefor is made to the agency or instrumentali-

+ The date of issuance of the certificate or other
®vidence of owmership of such stock or share is not de-
terminative 1 peyment is made at an earlier or later
date,* Under the Board's Regulation I, whenever a mem-
ST bank files an application for an increase or de-
Crease in its holdings of Federal Reserve Bank stock

is required to surrender the stock certificate pre-

Viously issued to it and the Federal Reserve Bank issues
8 new certificate for the number of shares represented

the surrendered certificate decreased by the number
T shares cancelled or increased by the number of addi-
ti°n&l shares issued. In other words, a member bank
D8y not have more than one stock certificate evidenc-
lng 1t holdings of Federal Reserve Bank stock and it

S Possivble for this certificate to represent shares is-
:?ed before March 28, 1942, as well as shares issued

ter such date.

"In this situation and in view of the first-in
iirst-out rule, the question has been raised by a mem-
ter bank ag to what steps must be teken by such bank
© ldentify shares of Federal Reserve Bank stock which

0

e surrendered in order to make inapplicable to such
saction the first-in first-out rule. For the guid-
atce of our member banks, therefore, we shall appreci-
€ advice as to whether the first-in first-out rule
i3 1 be inapplicable if when a member bank surrenders
Me of its shares of Federal Reserve Bank stock it

wil
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"identifies, by reference to the date of their acquisi-
tion, the shares which it is surrendering.

"In connection with the above, Federal Reserve Bank
Form 56, which is used when adjustments of stock held by
& member bank are made, does not now specifically provide
for the designation by a member bank of the particular
Shares which it wishes to surrender. A copy of this form
1s enclosed and if the answer to the question contained
in the immediately preceding paragraph is in the affirma-
¥ive we shall eppreciate advice as to whether, when a mem-
Yer bank surrenders Federal Reserve Bank stock and iden-
tifies the shares it is surrendering by reference on this
form to the date of their acquisition, the first-in first-
out rule will be inapplicable to the transaction.

"If it should be necessary for a member bank to take
80y other steps to meke the first-in first-out rule inap-
Plicable, we shall of course appreciaete your advice as to
any such steps.

"We are enclosing herewith for your assistance a memo-
Tandum, which was prepared by the General Counsel of the
Federal Reserve Bank of Richmond, relating to the inquiry
Teceived from a member bank."

Approved unanimously.
Letter to the Comptroller of the Currency, reading as follows:

: "It is respectfully requested that you place an order
With the Bureau of Engraving and Printing, supplementing

he orger of June 17, 1942, for printing of Federal Reserve
N0tes of the 1934 series in the denomination and amount
Stated for the Federal Reserve Bank of Atlanta:

. Denomi- Number of
nation sheets Amount
Jlation _sheets Amount
$5 150,000 $9,000,000"

Approved unanimously.

Memorandum deted July 28, 1942, from Mr. Goldenweiser, Director
0

T4
i Division of Research and Statistics, submitting a voucher in the

tgt
g
> fWount of $61.60, covering travel and other expenses, including

» of John 0. Bergelin, an Associate Economist in that Division,




1552

8/4/42 <12~

¥ho, &t the request of Mr. Goldenweiser and in order to avoid delay
04 unnecessary travel, on July 16, 1942, left Big Repids, Michigen,
Where he was on annual leave, for official business at the Federal Re-
S8ve Bank of Chicago on July 16 and 17 and returned to Washington on
Iuly 18, 1942. The memorandum recommended that Mr. Bergelin's leave
e Consicered as terminating with his departure from Big Rapids on
Ty 16 and that peyment of the voucher in the amount of $61.€0 be

&Ppro\Ted .

Approved unanimously.

Thereupon the meeting edjourned.

; Secretﬁf.






