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A meeting of the Board of Governors of the Federal Reserve Sys-

tem
I,bts held in Washington on Tuesday, August 11, 1942, at 11:30 a.m.

PRESENT: Mr. Eccles, Chairmen

Mr. Szymczak
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-

referred to was taken by the Board:

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

l'ecleral Reserve System held on August 10, 1942, were approved unanimously.

Bond in the amount of $10,000, executed under date of August 5,

1942 b George William Stover as Federal Reserve Agent's Representative

t the Federal Reserve Bank of Dallas.

Approved unanimously.

Memorandum dated August 8, 1942, from Mr. Goldenweiser, Director

or 
the Division of Research and Statistics, recommending, with the con-

eiAl"rehee of Mr. SzIrmezak, that Mrs. Vera R. Glaser, a stenographer in

141s* SzYmczak's office, be retransferred to that Division as a clerk-

"ell°erepher, with salary at the rate of eir1,980 per annum, effective

411guet 16, 1942.

Approved unanimously.

Memorandum dated August 10, 1942, from Mr. Morrill, submitting

.t4 l'esignation of Mrs. Mary McNeill as a charwoman in the Secretary's
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"tics) to become effective as of the close of business on August 24,

1942, end recommending that the resignation be accepted as of that

date.

The resignation was accepted.

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

ing as follows:

"Attached is a copy of a letter relative to Regula-
tion W sent by a member of the Board to the president of

national trade association.
"It is the Board's intention to use copies of this

letter as enclosures in answering communications concern-

ing objectionable dunning letters and notices, and for
Other educational purposes. You may 'cake similar use of
it if you have cases in which it seems appropriate."

Approved unanimously. The letter to

the president of the national trade associa-

tion was in the following form:

"You must have been encouraged, as I have been, by the

favorable response to President Roosevelt's request of
April 27 that the people help fight the rising cost of liv-

ing by paying cash for what they buy and by paying up their

outstanding charge accounts. The reasons for the regulation
of charge accounts through the Board's Regulation W seem to
be generally understood both by merchants and their customers.

. "I have been somewhat disturbed, however, by an inclina-

tion of some merchants to be excessively enthusiastic in their
Use of Regulation W as a means of collecting accounts. They

have given their customers the impression that severe penal-

ties face those who do not make Immediate settlement in cash

for old obligations, and in other ways have indicated that

the regulation is more severe than it actually is. Some

business establishments have even referred to the regulation

in their collection notices although they are in no way af-

fected by it.
"The following is a letter that was sent by a merchant

to a delinquent customer:

'The Government has given us and all other

merchants orders to collect all our bills by

Tilly 10, 1942. That gives you about 4 weeks to
pay what you owe, this is a law, and there isn't

anything we can do to shield you any longer.
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"'There will be a Government man to check our

books and if you don't pay this, I will just

have to give him your name.
'Some folks say, "Well how can I pay?"

I don't know that but you know the Government
pays t50 per month and expenses. See to this

before July 10 because I will have to under
the law turn you in.'
"Here is an excerpt from another letter:

'This means that the longest time of any

account is 40 days, and that older accounts

must be made over in the form of a sales

contract.
'Failure to do this means a fine or prison

sentence, so we would like to have you settle
your account at once or let us know what ar-

rangements you can make.'
"The following notice also is objectionable:

'New Government regulation of credit de-

mands that no charge account may run beyond
the 10th of 2nd month following the date of

purchase. We are liable to Federal Reserve

Board action unless this ruling is strictly

enforced.
'If this new ruling applies to your ac-

count kindly make imiLediate arrangements to
bring same up to date. There will undoubtedly
be a Federal audit of our accounts within a
few weeks.'
"As you are aware, no fine or imprisonment is pre-

scribed for failure to make payment for articles purchased

although the customer who does not pay by the 10th of the
second calendar month following the purchase may not buy
from the merchant on credit any of a broad list of articles
(Which does not include food or fuel or drugs) until he has
Paid in full or placed the account on an instalment basis
as provided in the regulation.

"It is expected that in the great majority of cases the

Public will carry out the President's request by making pay-
ment for goods much earlier than the date referred to in the

re6ulation. That date and the other provisions are designed
to put restraint upon credit practices which are excessively
liberal for these times. But the regulation should not be
Used to intimidate the public into making payment for pre-

viously purchased goods, especially when in some cases this

would bring about greater sacrifice than should be expected
even in the war emergency.
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"In order to help prevent or correct any misunderstand-
ing that may prevail regarding the practices mentioned above,
either among merchants or on the part of the general public,
the willingness of your organization and other trade associa-
tions to disseminate accurate information on these matters
is much appreciated."

Letter to Mr. Hale, Vice President and Secretary of the Federal

lesarve Bank of San Francisco, reading as follows:

"This refers to your letters of June 1 and July 30, 1942,

regarding the question whether, under Regulation W, a Regis-
trant may purchase or discount an instalment obligation aris-
ing from the sale of an automobile on terms more liberal than
those prescribed in the Regulation, if the obligation arose
out of a bona fide transaction between two individuals not
engaged in the business described in the Regulation and who
were consequently not subject to its requirements.

. "As your letter of June 1 indicates, the question is one
With respect to which there may be reasonable differences of

°Pinion. As you know, however, section 4 provides that 'each
instalment sale shall comply' with the specified requirements

applicable to the described obligations, and section 3(a) de-

scribes the persons who must observe these requirements. A
Person not 'engaged in the business' may extend credit with-
out complying with section 4 only because he is exempt from
section 3(a). Such exemption, however, is personal to the

Person making the casual transaction and it does not change
the status of the paper or carry over to a subsequent pur-
chaser thereof. It is the Board's view, therefore, that the
fact that the credit was originally granted by a person who
enjoyed such a personal exemption under section 3(a) does
not alter the requirements that apply to the obliQation and
that must be followed by a Registrant who subsequently pur-

chases or discounts the obligation.
"On previous occasions when this question has been pre-

sented to it, the Board has referred to the second paragraph

Of W-57 as showing, according to the foregoing reasoning,
that the Registrant may not purchase or discount the obliga-

tion if, at that time, it shows 'on its face' any failure

to comply with section 4 or if the Registrant knew of any
fact by reason of which it failed to comply with that

section.
"The Board regrets that you have not received a more

Prompt reply to your inauiry of June 1. However, the delay
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-

"resulted in part from a complete reconsideration of the

subject, including the question of possibly reversing the

second paragraph of W-57."

Approved unanimously.

Letter to Honorable D. W. Bell, Under Secretary of the Treas-

reading as follows:

"This will acknowledge receipt of your letter of

August 7 with respect to the printing of 24,000,000 of

Federal Reserve notes of the Federal Reserve Bank of San

Francisco with the Hawaiian overprinting.

"It is noted from your letter that these notes are

intended to be used to establish a reserve in custody
with the Federal Reserve Bank of San Francisco, and that
Ship ments therefrom will be made on telegraphic advice
to that Bank as required to meet currency needs in Hawaii."

Approved unanimously, together with

a letter to Mr. Clerk, First Vice President

of the Federal Reserve Bank of San Francisco,

enclosing a copy of Mr. Bell's letter.

Letter to Mr. Grady, Chairman of the Federal Reserve Bank of

Francisco, reading as follows:

"At the completion of the examination of the Federal

Reserve Bank of San Francisco, made as of June 5, 1942, by
the Board's examiners, a copy of the report of examination

was left for your information and that of the directors.

copy was also furnished President Day.

"The Board will appreciate advice that the report has
been considered by the Board of Directors. Any comments

You may care to offer regarding discussions with respect
to the examination or as to action taken or to be taken as

a result of the examination will also be appreciated."

11131)1'017-ed:

Approved unanimously.

Thereupon the meeting adjourned.
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