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< meeting of the Board of Governors of the Federal Reserve

~

98 held in Washington on Friday, October 2, 1942, at 2:30 p.m.
PRESENT: Mr. Eccles, Chairman

Mr. Ransom, Vice Chairmen

Mr. Szymezek

Mr. McKee

Mr. Draper

.r

-
iwTe RVAIS

Mr. Morrill, Secretary

Mr. Carpenter, Assistent Secretary

Mr. Thurston, Special Assistant to the
Chairman

Mr. Dreibelbis, General Attorney

Mr. Goldenweiser, Director of the Divi-
sion of Research and Statistics

Mr. Leonard, Director of the Division of
Personnel Administration

Mr. Wyatt, General Counsel

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

Mr. Stark, Assistant Director of the Di-
vision of Research and Statistics

th There were presented telegrams to Mr. Paddock, President of
b |
edera
1 &l Reserve Bank of Boston, Messrs. Treiber and McCreedy, Sec
Taps
I'le
8
°f the Federal Reserve Banks of New York and Philsdelphis,

g
Spe
Ctiy :
oly, ur. licLarin, President of the Federal Reserve Bank of

Atl&n .
amweta, 81d Messrs. Dillard and Hale, Secretaries of the Federal Re-
theBO ks op Chicago and San Francisco, respectively, stating that
Serye Zrd “PProves the establishment without change by the Federal Re-
OrAtlﬁank Of San Francisco on September 29, by the Federal Reserve Bank

nﬁdunta on September 30, by the Federal Reserve Banks of New York,
PSd%aelphla, Chicago, and San Frencisco on October 1, 1942, and by the
Qh%% % Reserve Bank of Boston today, of the rates of discount and pur-

" their existing schedules.
Approved unanimously.
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In connection with the above action, refer-
e§ce was made to the discussion of the subject of
g}scount rates at the meeting of the Federal Open
“arket Committee on September 28, and it was agreed

- that consideration should be given at a meeting of
the Board on Tuesday, October 6, at 3:00 p.m. to
What the attitude of the Board should be with re-
Spect to a reduction in the discount rates on loans
and advances under sections 13, 13a, and 10(b) of
the Federal Reserve Act, and the establishment of
& preferential discount rate on advances secured by
direct obligations of the United States.

} »
Mr, Ransom stated that a letter had been received under date

of Sept
fber g sl g Sra . SR
20, 1942, from the Civil Service Cormission, which was

ddI‘SSSed to
th

heads of departments and independent establishments of

S G
OV’eI.
Iment and which requested, in accordance with Section I of

th
e W
& Manm 3
‘8Npower Comission Directive No. XI, that the Board prepare

'

4

Subm
1y 1t o the Civil Service Commission on or before October 6, 1942,

8%
of s : : : SN i
the positions in the Board's organization which are directly

Qel‘
ned ary H
With the war effort or with essential supporting activities,

t
he adeOuat
5 “%Y€ performance of the duties of which positions requires (a)
eci
B et
o Skills or abilities and (b) a considerable period of training

8
xperien06.

th Mr. Ransom stated that, because of the pressure under which
e
Tbey
%q ®TS of the Board were working ané the fact that a reply had been
lleSt
e
Yoo q by October 6, it would be his recommendation that the Board

L
p them
%Dl atter to the Personnel Committee with authority to approve a
‘yto
be drafted by lir. Leonard in collaboration with Mr. Thurston.

' In o discussion of the metter, the statement was made that the
G‘I.d

ad - &4 . . . . .
teken the position in the past that it would not ask for
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depg
Thignt of eny of 3

its employees, and Mr. Leonard pointed out that if

th
8 Bog
ar Sl X : Wt . . .
d Submitted the list requested by the Civil Service Commission

it Ve
nould = : ;
0ot be asking for deferment of any of its employees but would
" settip N g
Up general classes of positions in the Boasrd's organization
© tha

» if in the future the question of deferment should arise in in-

dis
Viiu
al o h
tases, these cases could be considered. The members of the

BOE?- o
i 0 s . : ~ Fa)
Leurreq i the observation that if the suggested plans for a
l%ge ary
I A . . -~ ~ -
¥ were to be carried out it might be necessary for the Board
to
Seek

d ; :
®ferment or some of the key members of the staff in order to
ingas
BRE & wive
& sufficient organization to carry on the work of the Board.

T“‘ - 3 - . s 2
th “Ts McKee inquired whether similar requests were received by
8

edep
N Al Reserve Banks, and Mr. Leonard was inclined to believe thet

&t
Wag
‘M0t the case. It was understood that, while no reference would

Vg
llgg
et
g O the Federal Reserve Banks in the list to be prepared in re-
ponSe tO
the Civil Service Commission's request, appropriate reference

b
th
SR
es : 2 5 L%
A “®IVe Banks as the operating agencies in the System and as fis-

]
Sentg of

)
he list_

J,

the United States would be mede in the letter transmitting

“&npower Commission Directive No. XI, relating to requests

0 g : o
g Cupational deferment of officers and employees of departments
agene i es 2 o
% 5 of the executive branch of the Federal Government, he
q
84 %
hat , A T A
%e 8t & conference of the division heads of the Board's staff had
U h
8lq +1.. _
this morning at which an outline was prepared of the basis

FRASER

ed.org/
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=¥ Whi .
¢h the 1ist requested by the Civil Service Commission might be

prepared.

Following the reading of the draft of
outline, and an indication by the members
of the Board that they were in general agree-
ment therewith, Mr. licKee moved that, in ac-
cordance with the recommendation made by Mr.
Ransom, the matter be referred to the Person-
nel Committee with power to act.

l DuPin" the discussion of the avove matter, Mr. Goldenweiser
ef
t the rlee

chalrman Teeles raised for discussion the gquestion whether, in
?

Tie
W of
Tt : i :
3 1® shortage of personnel, the Board should authorize the contin-
&t
On
[} Jp y
2 ®lployment, beyond the age of retirement, of officers and em-
O¥es

vso
i £ the Federal Reserve Banks and the Board. Mr. McKee stated
af

%mloy 0 ordep to preserve the rights under the retirement system of &n
3]

i ® who ngag reached the age of 65, any action in this direction
- be in the form of a retirement and reemployment. It was stated
On Tuly 17, 1941, the Federal Reserve Banks were advised that the

ould not take such action except during periods of emergency and
the short periods. Chairmen Eccles suggested that, in view of
Previously taken by the Board with respect to retirement at
* ¥he Matter should be reviewed and, if necessary, a letter setting

Qrt
h the BQ& l
rd position sent to the Federal Reserve Banks.
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The matter was referred to Mr. Szymeczak
for conuidGV“‘“on (in consultation with the
Personnel Committee so far as the Boerd's
employees were concerned) and recommendation
to the Board as to the action to be taken.

: A% this point, Mr. Smead, Chief of the Division of Bank Opera-
Lo ;
* Jolned the meeting

A Chairman Eecles expressed the opinion that, as & means of aid-
R th
DR Eak :
5 oard in meeting the loss of employees for military service and
hey
Wary
ork, the elevator operators in the Board's building should be

Dlae

eq .

i by women, the number of guards should be reduced, and the amount
W

ork a
One on the grounds should be curtailed. Mr. Morrill stated that

be :
én working on an analysis of the operation of the Board's building

I‘Qm
the
Sta e L ~ a a .
tundPOlnu of both personnel and expense, and had discussed the

tt
B s
v .
1th Messrs. Draper and Leonard.

The matter weas discussed and referred
tO Mr. Draper for a recommendation to the
oerd as to the action to be taken.

Messrg, Leonard and Stark withdrew from the meeting at this

Chairman Eccles recomumended that the Board act to reduce re-
eq i
2 ‘uirements of member banks in central resserve cities from 22 to

c
th ®0t of demand deposits, effective immediately. The reasons for

Ctig
O 1, he said, were that it had been necessary to purchase a large
Un

t
of T L S ;
mat Securities for the System account during the current week,
ls
Situation very likely would continue in the face of forthcom-

{
Y Treg

8 : ; . - i
ury finaneing in which the Treasury would issue between
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X 1000, 000 and $5,000,000,000 of securities in October, and that in
hig

8itua+ s .
i Yation it was his opinion that the System should not rely, at
by

8
Par
tleuler time, solely on open merket operations to put the neces-
Sary
fun 5 e
48 into the market. He added that if the Board should decide to

€ act .
lon i3 would be faced with the question whether it should confine

€ »n
-eduction £o0 rog

juirements of central reserve city banks or make a

lat
RUGE
e 5 ; ' . J
Teduction, and that it would be his suggestion that the Board

adq
U th
B Plvnt - o] 5 5 s
Tirsy alternative and then take the position that further funds

new developments in the situation indicated the justification
change in reserve requirements.

Mr. Szymeczak referred to the discussion
of changes in reserve requirements at the
meetinz of the Federal Open llarket Committee
on September 28, 1942, and moved thzt reserve
requirements of member benks in New York and
Chicago be reduced from 22 to 20 per cent of
net demand deposits, effective as of the open-
ing of business on October 3.

As a substitute for Mr. Szymeczak's motion,

Mr. McKee moved that, effective as of the open-
ing of business on October 3, reserve require-
ments of member banks on net demand deposits
be roduced to the followingz percentages of such
deposits:

Central reserve city banks . . . 20

Reserve city banks . « « » « « . 18

Country . banke . ¢ ¢ ¢ 'a sfe e 13

Mr. McKee's motion was put by the chair
and lost, Messrs. McKee and Draper voting "yes"
and lMessrs. Eccles, Ransom, Szymezak, and Evans
voting "no".
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Mr. Szymeczak's motion was put by the chair
and carried, Messrs. Eccles, Ransom, Szymczak,
licKee, and Evans voting "yes" and Mr. Draper
votlnG Mnot,

In accordance with this action, the Supple-
ment to Regulation D was amended to read as fol-
lows, with the understanding that announcement
of the Board's action would be made for release
in the morning papers of October 3. On this ac-
tion Mr. Draper voted "no".

"Supplement to Regulation D

"Effective as to each member bank at the opening
of business on October 3, 1942

"Reserves Required to be Maintained by
lember Banks with Federal Reserve Banks

i "Pursuant to the provisions of section 19 o? the Fed-
T2l Reserve Act eand section 2(a) of its Regulation D, the
%ard of Governors of the Federal Reserve System hereby pre-
Serlbeo the following reserve balances which each member
bank of the Federal Reserve System is required to maintain
On deposit with the Federal Reserve Bank of its district:
6 per cent of its time deposits plus--
,, per cent of its net demand deposits if
not in & reserve or central reserve city;
20 per cent of its net demand deposits 1if
in a reserve city, except as to any bank lo-
ated in an outlying district of a reserve
city or in territory added to such city by the
extension of the city's corporate limits, which,
by the affirmative vote of five members of the
Boerd of Governors of the Federsl Reserve System,
is permitted to maintain 14 per cent reserves
ageinst its net demand deposits;
20 per cent of its net demand deposit
located in a central reserve city, except
any bank located in an outlying district of a
central reserve city or in territory added to
such city by the extension of the city's corpo-
rate 1limits, which, by the affirmative vote of
five members of the Board of Governors of the

m 0

15
to

2]
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"Federal Reserve System, is permitted to main-
tain 14 per cent or 20 per cent reserves against
its net demand deposits.
~ "The supplements to Regulation D which have pre-
Viously been issued are hereby revoked end superseded."
Mr. McKee stated that it had come to his attention that the Se-
Qulait
les
and Exchange Commission was giving consideration to a revision

0
) its DPro .
*TOXy rules covering registered companies so as to require that

Wae
ley
er 5 <
Tequests were made of stockholders Tor voting proxies the re-
QU.e
ES St
Shomn
'1d be accompanied, among other things, by a list of the sala-

I\ie a
o Or t
he officers and employees of the company end a statement of the

Lo
an, 8
of th ; -
Re officers or directors from the compeny or eny of its sub-

» Which in the case of bank holding companies would include loans

T
m‘th
'U€ suhas a1 . - .
th ubultlary banks or other corporations. He also said that from

e :
inp
Ormat 4 ; - ; . :
Mation available it would appear that the revised rules would

o)
¥t
0 % ot ¥ z ; :
e Lree op four benk holding companies, snd that inquiry had been
€Y
KT oty
R official of one of the compenies whether the Board, in view

of 4
ts
Te8POnS 1 7 § o5 . 2
“Ponsibility for supervision of bank holding companies, proposed

tgta

R 4 ke "y action with respect to the matter. Mr. licKee added that he

W c°0ked into the situastion and that it did not appear that any action

{ i for by the Board at the present time, but that he was bring-
it

%lt c the attention of the Board so that, in the event other members
o+

BQa therwiSe, consideration could be givern to what, if any, sction the

onexWOUld take. A11 of the members indicated agreement with the opin-

“ust%reSSEd by Mr. McKee that no action by the Board was required at

ne |
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Hat
7/
Mr. McKee stated that the suggestion had been made by the

&y,
B Hares
er ; : s PR 3 1D
Vices that a meeting of the revresentatives of the Federal Re-

uew-v
€ B
anks he ) ;
£8 he ndling Regulation V loans be held in Washington at &an
earl
¥ dat
B CAWA : .
°» 8nd that the War Loans Committee was in agreement with this
8
ug@&stiOH
L]

There was unanimous egreement theat the
meeting should be held on a date to be fixed
by the War Loans Committee.

A% this point, Messrs. Thurston, Smead, Dreibelbis, Wyatt, end
< b ? ] 3 ]

Mas l
e - e ; .
Tt the meeting, snd the action stated with respect to each of

th
€ m
Bitepg 4
TS hereinafter referred to was then taken by the Board:
The minutes of the meeting of the Board of Governors of the
Federa 5
Res = < :
Se€rve System held on October 1, 1942, were approved unanimously.
i Memorandum dated September 25, 1942, from Mr. Stark, Assistant
g eot
Or
°f the Division of Research and Statistics, recommending that

{g
8 'Al
lCQ
Elizabeth Bourneuf be appointed as an Associete Economist in

BtD

ivig; ;

o islon» with salary at the rate of {3,800 per annum, effective as
th

date
©® upon which she enters upon the performence of her duties aft-
8sed satisfactorily the usual physical examination.
Approved unanimouslye.

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

&
"elang :
» Teading as follows:

QQTd'Sglerrln“ to your letter of September 24, 1942, the

s Tadas Govorg?ru approves tng qppo%ntment Qf“mr. herbe?t

COmp: 8, president of the National Screw asnd Manufacturing
¥, Cleveland, Ohio, as & member of the Industrial
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" "

ﬁdVlsorV Cormittee for the Fourth Federal Reserve District
ASG:Ve for the remainder of the term ending Februery 28,
3 to Succeed Mr. Carl C. Gibbs, deceased."

Approved unanimously.
Letter to ur. Clerk, First Vice President of the Federazl Re-

ﬂer
Ve B
a‘ Y o - . a3 o
I of San Francisco, reading as follows:

" : P
. 'Reference is made to your letter of September 22,
tI‘ansmitting the report of exemination of the Spring-
Banking Compsny, Springville, Uteh, as of September

l ~ .
Witigéd’ end edvieing uc that the expenditure in connection
the remodeling of the bank quarters will reach ap-

Droxima+ = 5 5
“mately $42,000 instead of approximately $32,500 as

ex;z;gusly approved by the Board. You state that the amount
ed in excess of the estimate does not eppear unreason-
theeeugder present conditions, and it is understood that by
e reg of the year the ca?rylng.vg*ue of th? properiy will
Wil bUCed to $30,000 and in addlt}on approximately $5,500
"i charged off on the new equipment purchascd:

I view of the circumstances the Board will interpose
ﬁloogéeCtion to the additionsl expenditgre of ?pproximately
"0 for the purpose of remodeling the banking quarters."

Approved unanimously.

v Letter to Mr. R. E. Anderson, Director of Finance of the
iy
8 g
Yates Maritine Commission, reading as follows:

24 lgRECeipt is acknowledged of your letter of September
D“iutﬂ4(’ advising that & guaranteed loan to the Barnes-
o Shipbuilding Company, in the amount of $200,000,
8Pproveq by the United States Meritime Commission on
Bust 25, 19,2,
letter n this connection, there is enclosed a copy of a
oo Teceived by the Board from Mr. H. G. McConnell, As-
da;eznt Vice President, Federal Reserve Bank of Minneepolis,
Dty September 22, 1942, with further reference to this
ederr. You will note from Mr. licConnell's letter thet the
ime &l Rgserve Bank deems it desirable, in view of the Mari-
194; Commlssion's General Order No. 54 Reviced of August 25,
a oéé that_certain suthorizations in connection with the
by th m‘efntloned loan be specifically ratified and confirmed
€ Maritime Commission.




102
/2/12 T

n

It will be apprecisted if you will advise us in this
Matter o

2 T = !
in order that we may reply to Mr. McConnell's letter."
Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks,

re&d.
1 =
¢ as follows:

the "The Board has received several inquiries reg?rding
Status under Regulation W of a charge account in which
822 balance renaining unpaid beyond the tenth day o? the
Wh,ond Calendar month represents the sale of an article
*eh the buyer has refused to pay for on the ground that
Cl? 8rticle is defective. In answering this question, three
“88€s of cages need to be distinguished.
"In the rirst plece, if the Registrant tukes the posi-
that the apticle is not defective, he should consider
8Ccount to be in default. Bt :
th "In the second place, if the article }s defective so
a? the Registrant must correct the defect or replace the
&rtlcle in order to fulfill his obligations under the con-
siggt Of sale, the regulation does not r?quire him to con-
G T the account to be in default, pending such correction
Teplecenment.
cale "In the third place, if on the 10th day of.the second
Whetgﬁar month after the date of sa1? thg guestion as to
ternier Or not the article is defective has not yet been de-
“hed, the Registrant should consider the account to be
thadefault. Of course, if it is subsequently‘dgtermined
‘v the article is defective, the rule stated in the pre-
S Paragraph is applicable.
of "Whether s particular case falls within one or‘angtger
88e classes is a question of fact to be determined in
Regili@ht of ell of the surrounding circumstances. n? the
be‘ast?ant has taken the article pack, this woul@ ordinarily
Tepln indication that he expects to cQTrec? th? agfect or
si2Ce the article. If the article is still in the posses-—
? °f the customer, however, this would be an indication,
defghe_abSence of other evidence, that the article ig n?t
¢tive or that the matter has not yet been determined.
Re%imt 0 any case where the account is cons%dered by thg
ag ;. -Tént to be not in default, Fher§ would be‘a quest19n
ng io Whether the parties sre acting in good.falth ﬁnd with
for. V€Nt to evade or circumvent the reguletion, and there-
il any such case the Registrant for his own protection
d see that his records contain en adequate statement
® relevant facts."

tiop

Shoyy

Approved unanimously.

1935
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Letter to Mr. Hart McCormick, District Clerk of Bexar County,

San

Antonios Texas, reading as follows:

,"ThiS is in reply to your letter of September 22, re-
84rding the Board's Reguletion W.
finanz¥ou rfquest that yug.be ?ermitted tg griig§ingeoie—
&P ;2§ oLhyour oqutagulug 1nstu%ﬂ?§t in ? edne j 4

Ore liberal than would be permitted by the regulation.

egulation W is & regulation of general application and does
nzzeprovide for the granting of exceptions in indifiéual
Whenswunless they fall under some general rulef rIu'%s on%y:ﬂ‘
fo b“ Case falls within a clc;s of cases, such ?s 1?hproY1uvq
Cept‘y Section 10(d) in necessitous circumstances, that ex-

l?ns are asvailable. :

"In making provision for relief in the event of undue
Ship resulting from unforeseen contingencies, the ?oard
SiCOHCluded that it could go no-further than to permit re-

OGrgn Or refinsncing for a period of.twelvo months. T??
Pefi has been asked on several 0?0351on? to lengthen this
lic ?d but has considered that this would not be'in the pub-
per.lntereﬂt. You will readily understand that }f a l?nger

*0d werg permissible the regulation could easily fail to

Se X s
de§¥e its Purpose of stimulating early repayment of consumer

hard
ag

" . 3 e -
bes Regulation W, as you are aware, is one of the measures
g teken as a part of the program to restrain the develop-~
of 1nflationary tendencies in the war emergency. You

u wiﬁgil 27, 1942, 'To keep the_cost‘o§ living from s?iral%ng
®Negy, » We must discourage credit and installment buying, ?nd
gﬁtiorage the paying off of de?ts, mortgages and o?her ob}l—
ang a??; Tor this promotes_sav1u¢s, retards excessive buying
Purchcqs to the amount aveileble to the creditors for the
85e of War Bonds'.
8, ."The only suggestion thet we can maske to you is tha? you
B¢ carerully the possibility of consolidating your in-
Oan:dHQSS into one loan of more tpan $1,500, o? severgl such
Dans The regulation is not spe01€ically ugpllcabl§ to
able“ above #1,500 and such a procedure would presumably en-
Nope you.to work out a schedule of payments that wog%d be
Ve knsatleactory than if the lgﬁns were not consol}gated.
latioow"t?ht you will keop in mind t@e progran ofjwnlch Regu-
1q v ? Vis a part and endeavor ?o liquidate the debt as rap-
Q otfs POsgible in accordance with the same rules that apply
1€r debtors.

Approved unanimously.




1937

13-
Letter to Mr. P. B. lioss, President of the Billings Utility
Omy
\e\ny 3 _
> BllllﬂiS, liontana, reading as follows:

1940 ;?i?s is to aFknowledge your letter of ??ptember 1L
He ﬁ;;lng a fvrtne? rquest for a re?ort'wulch an exefi-
era) Ré:e in conpectlog with ygurﬂappllcatlon Eo the F@d—
13b op ;eTVe Bank of linneapolis for a loan under section
"Ith? Federal Rcserye Act. ‘
Federal II? understoodntﬁét your 9ompla1nt agtins?nthe
Vo Tog leserve Bank of m1nneap?lls has bpen considered by
8ral courts and in each instance the court held that
Complaint had no merit. The Board is convinced that
&Pplication for a loan was given cereful consideration
the g:‘Federul Reserve Ba§k a?d it alg? mey be noted that
all thgorF you requested is of a ?onflfent1§l gature. Iy
e fop Circumstances, we do not feel uh§t it is appropri-
& copy of such report to be furnished to you."

Your

Approved unanimously, together with
the following letter to Honorable Jzmes E.
Hurrey, United States Senate:

enelogihis refers to your lettg? of S?pfembgr 234 1942',

v g, NDS a copy.of a letter agur?sseu og ?ne Board by Lir.

Billipigssﬁ President of the Bll}lngs Utility Company,

an exéif’ M?ntana, making g further ?equegt fo? a copy of
o tglner 8 report made in connectign with pls applice-

Wdgy ththe Fe@e?al Reserve ?ank of mlnneapglls for a loan

Aoy, Mre grov151ons of section 13b of t@e nederul‘ﬁeserve

to the B. lloss had ulso.sent a copy of his letter u}rected

writfe Ooard, and you will ?ecall.tnat we h?ve prev1ouslz

ang 7 D to you regarding this matter under dates of May 20

uy 9, 1942.
"Pursuant to your request, we are enclosing for your

Info
¥o OTmation a copy of a letter we have just written tc Mr.

8 A

a: and also a copy of a recent decision of the United

inc ES Distriet Court for the District of Minnesota hold-
> tlat r, oss! complaint against the Federal Reserve

Ak op pos T 3 ’
Of Minneapolis is without merit."”

Thereupon the meeting ad journed.

&, , )
Dmbved e Secretary.

: 7] ‘ / .
LA u//u LA

Chairman.

G






