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

tem %
wag 4 X 2 5 C
held in Washington on Thursdey, October 8, 1942, at 2:00 p.m.

PRESENT: Mr. Eccles, Chairman
¥r. Ransom, Vice Chairman
Mr. Szymezak
Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
The action stated with respect to each of the matters herein-
Whoyp
Teferred to was teken by the Board:
; The minutes of the meeting of the Board of Governors of the
8ery,
%~ Reserve System held on October 7, 1942, were approved unanimously.
The minutes of the meeting of the Board of Governors of the
8depg
L Reserve System with the executive committee of the Federal Ad-
Viso
Ty Council+held on October 7, 1942, were approved unanimously.
Letter to Mr. Rounds, First Vice President of the Federal Reserve
0
t NeW'York, reading as follows:
Bo "As requested in your letter of September 29, 1942, the
ard of Governors approves for a further period of six months,
ertemporary employment of Messrs. Raynor D. Howell, Moyland
. Macdonell, and Frederick W. Ingalls, as Field Representa-
neve§' each at an ennual salary of $3,000, for duties in con- .
ction with the issuance of United States Var Savings Bonds."
Approved unanimously.
Letter to Mr. Rounds, First Vice President of the Federal Reserve
S}
T Ney York, reading as follows:
"As requested in your letter of September 29, 1942,

fhe Board approves the payment of an amount equal to one
Vearts galary, $1,800, to the Retirement System for the
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FiPU-I‘pose of supplementing the retirement allowance to which
;r'.ISidore Streck, Jr., an employee of your Bank, will be
Ntitled on his retirement October 1, 1942."

Approved unanimously.

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

of At
lants, reading as follows:

& "In accordance with the request contained in your let-
egr of October 2, 1942, the Board approves the appointment,
Tective November 1, 1942, of Thomas Victor Varnedoe as

Zn a8sistant examiner for the Federal Reserve Banik of
t’lanta.l'

Approved unanimously.
Letter to Mr. Nardin, Chairmen and Federal Reserve Agent at
e F
Sderal Reserve Bank of St. Louis, reading as follows:

T P"In accordance with the recommendation contained in

no. arker's letter of October 2, 1942, the Board of Gover-

Kers approves the payment of a salary to Mr. Alfred C.
Srschner, Alternate Assistant Federal Reserve Agent, at

0 ® Head Office, at the rate of $1,800 per annum, effective
Ctober 1, 1942."

Approved unanimously.

Lettsr to Mr. Grady, Federal Reserve Agent at the Federal Re-
Snl,ve B
ank of San Francisco, reading as follows:

ta "In accordance with the reguest contained in your let-
thr of September 18, 1942, the Board of Governors approves
& € appointment of Mr. Philip M. Stone as Alternate Assist-
ogt%Federal Reserve Agent at your Bank at his present salary
$200 per month, with the understanding that he will be
Sizced upon the Agent's payroll and will be solely respon-
le %o you, or, during a vacancy in the office of Agent,
Gg the Assistant Federal Reserve Agent, and to the Board of
nozel‘nors, for the proper performance of his duties. When
Asﬁ.enZaged in the performance of his duties as Alternate
Slstant Federal Reserve Agent he may, with the approval
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"of the Federal Reserve Agent, or during a vacancy in the of-
fice of the Federal Reserve Agent, of the Assistant Federal
Besfrve Agent, and the President, perform such work for the
80k &5 will not be inconsistent with his duties as Alternate
Assistant Federal Reserve Agent.

"This approval is given with the understanding that Mr.
e 4. Snow will resign as of the date Mr. Stone's appointment
“Comes effective, and Mr. Stone should not enter upon the
eerformanCe of his duties as Alternate Assistant Federal Re-
L tVe Agent until his bond has been examined by your counsel

© determine whether its execution complies fully with the

1es printed on the reverse side thereof.
"Please advise the effective date of Mr. Stone's appoint-
and as to the action, if any, we should teke with respect
8 leasing the bonding company from liability for any acts
OMmitted by Mr. Snow subsequent to the termination of his
wg:ies as Alternate Assistant Federal Reserve Agent, together
“Ph the actual date of termination of such duties.
anq ?It is noted that the usual forms of oath of office, bond,

Slgnature card will be forwarded to the Board."

Te

ent
to re

Approved unanimously.

Letter to Mr. C. H. Pope, President of The Munsey Trust Company,

)
1
Ngton, p, C., reading as follows:

Feq "This refers to your letter of August 28, 1942, to the
gral Reserve Bank of Richmond relating to the status of
* %s H, Corporation, New York, New York, as a holding com-
Pany affiliate of your bank; and to information subsequently
ur§ished to the Reserve Bank concerning bank stock held by
* "e H. Corporation.
d% "The Board understands that C. W. H. Corporation owns
o Controls 10,001 of the 20,000 outstanding shares of stock
2 TPG Munsey Trust Company but does not own or control any
tioc£ of, or manage or control, any other banking institu-
0 °§- In view of these facts, the Board has determined that
as "« H, Corporation is not engaged, directly or indirectly,
8 business in holding the stock of, or managing or control-
cgng» banks, banking associations, savings banks, or trust
A Upanies, within the meaning of section 2(c) of the Banking
of 1933, as amended, and, accordingly, C. W. H. Corpora-

Zzon is not & holding company affiliate for any purposes
herp than those of section 23A of the Federal Reserve Act.
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"If, however, C. W. H. Corporation should at any time
O"h or control a substantial portion of the stock of, or
D8nage or control, more than one banking institution, this
Matter should again be submitted to the Board for its de-
®rmination. The Board reserves the right to meke a further

getermination at any time on the basis of the then existing
actg,.n

Approved unanimously, for trans-
mission through the Federal Reserve
Bank of Richmond.

Letter to Mr. Hitt, First Vice President of the Federal Reserve
°f 8%. Louis, reading as follows:

"Reference is made to your letter of October 1, 1942,
mad enclosures, with respect to the absorption of The Tele-
€raphers National Bank of St. Louis, St. Louis, Missouri,

the United Bank and Trust Company, St. Louis, Missouri,
88 of August 31, 1942.

"On the basis of the information submitted, the Board
Coneyrg in the opinion of the Reserve Bank that the transfer
of assets and deposits to the State member bank by the national

80k has not resulted in any change in the general character
°f the asgsets of the United Bank and Trust Company or the
Sc?Pe of its powers within the meaning of condition of member-
;hlp numbered 3 to which the State member bank is subject.

he Board, therefore, will interpose no objection to the
Tansaction under the condition of membership."

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

. "Reference is made to your letter of September 8, 1942,
B regard to the recent assumption of fiduciary activities
by tThe Lake State Bank', Richland, Indiana, revealed by

the examination of the bank made as of July 20, 1942.

+ "It appears that the bank, which was not exercising its
Tust powers at the time of its admission to membership in
1940 and is not subject to the Board's standard trust condi-

?_ORS, hes qualified as executor of the estate of e former
irector and is now acting in that capacity without first
&ving obtained the permission of the Board as required by

€ terms of its condition of membership numbered 1.
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the "In view of the circumstances as stated in your letter
min.BQard will not object to the bank's continuing to ad-
stal??er the one executorship it now holds, with the under-
Witgqlng ?hat it will not acquire any other fiduciary business
de'out first obtaining the permission of the Board. DPlease
Vlse the bank accordingly.”

Approved unanimously.

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

i

Nnt "In connection with the execution of guarantee'agree-
i § pursuent to Executive Order No. 9112, a question
Whe:;tly erose at one of the Federal Reserve Banks as to
5 18T mortgeges may be taken as security for guaranteed
GOVHS where there is a possibility of conflict between the
eon:rnment's rights under section 14 of the standard supply
Tact and the rights of the financing institution under
méztmOPtgage. The question was referred to the War Depart-
cei by the Board of Governors, snd the Board has EOW re-
lO/VEd a memorandum from the War Department dated October 5,
742, containing the following statement of the War Depart-
®nt's views with respect to this question:
nta, It is not contrary to the policy of
the War Department for mortgages to be taken on
materials purchased with the proceeds of a guaran-
teed loan provided that assignment of the con-
tract is also taken as security. Payments under
Article 1/ would thus flow to the Bank in full or
bartial satisfaction of the mortgage. If such pay-
ments did not comstitute full satisfaction never-
theless the mortgagee should have the right to
foreclose. If the Government desires to protect
itself from the so-called “spreader" clause to be
inserted in new guarantee agreements it would
have to exercise its right of teking over the
lozn under Section 7 of the guarentee agreement.
nt3. In the normal case, it is believed
that any conflict that may exist can be ironed
out by negotiations.
wt)., Nothing in the above is intended to
indicate that mortgeges should be teken as a gen-
eral practice. In cases other than that of weak
contrectors the War Department in general prefers
open lines of credit secured only by assignments
of contracts and the usual covenants in loan
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"'egreements or by covenants to assign at the

demend of the guarsntor in the case of larger
redits to sound concerns where because of the
number of contracts and purchase orders in-
Volved assignment is administratively cumber-
some, '

(¢

Approved unanimously.
Letter to Mr. Stroud, First Vice President and General Counsel

of
the Federal Reserve Bank of Dallas, reading as follows:

- "Thigs refers to your letter of September 24, 1942,

ralsing certain questions regarding the interpretation

of General Order No. 54 Revised, which was issued by the

Dlted States Maritime Commission, under date of August

25, 1942, snd transmitted to you with the Board's letter

°T September 19, 1942 (S-553).

"With respect to your first question, it is our
understanding, ased upon informal advice received from
the Haritime Commission, that the words 'with respect to
ggarantees not in excess of One Hundred Thousand Dollars

9100:000) for any one loan', contmined in paragraph 1
°T the General Order in question, have reference to the
imount of the guarantee rather than to the amount of the
thn, In other words, the Director and Assistant Direc-
°TS of Finance are authorized to make delegations of
:?zhOr?ty to other officers and employees of the Cormis-
L with respect to guarsnteed loans where the amount
T the puarantee does not exceed $100,000, irrespective
°f the amount of the loan; except that, as hereafter
10ted, the amount of the loan may not exceed $250,000.
€ limitation refers to the individusl loan, end accord-
ngly’ permits the issuance of guarantees with respect
© Several loans to the same borrower where esch loan is
Euarhnteed not more than ninety per cent, and where the
;Tg?nt of the guarantee in each instance is not more than
¥+00,000.

"On the other hand, the language of the proviso re-
guiring.the approvel of the Maritime Commission for guar-
Atees of loans in excess of $250,000 refers to the amount
°T the loan and not to the amount of the guarantee. This
Provise makes it necessary to obtain the approval of the
Mnission in any case in which the amount of the loan to
S €uaranteed is in excess of $250,000. The Director or
S8istant Directors of Finance may delegate to other of-

Cers of the Commission authority to approve guarantees
loans in amounts of £250,000 or less, where the amount

A
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:Sf Fhe guarantee does not exceed $100,000; end such
;izidnt&es may be executed by the Federal Reserve Bank
e tZUt submitting the matter to any officer or agent
e Maritise Commission for prior approval, subject
ZirCOH?se to the requirements of th§~Comm?ssion's in-
duc:Ctlons of May 7, 1942, and provided the usual pro-
UCtion certificate is obtzained. Where the amount of
sﬁg guarantee exceeds $100,000, the guarantee must be
Mitted to Washington for approval by the Director or
Ssistant Directors of Finance or, if the amount of the
%81 exceeds $250,000, for the approval of the Commission.
"Paragraph (c) of the proviso, requiring the ap-
gigval of the Maritime Commission for 'purchase orders
all other contracts of whatsoever type providing for
advance payment by the Commission', is not intended
wzsi?quire that & ggarantee must first be submitted to
ington for the Maritime Commission's approval merely
Ccause the borrower has received an advance payment from
ti:leCOmmission. However, it is understood that the Hari-
Commission must hereafter approve any new advance
Payment mede by the Commission to the borrower.®

Approved unanimously, together with a
letter to the Presidents of ell the TFederal
Reserve Banks transmitting copies of the in-
coming letter, the above reply, and a letter
received from the United States Laritime Com-~
migsion affirming the correctness of the
Board's reply.

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

QI'K
ane
lsag City, reading as follows:

"At the completion of the examination of the Federal
®Serve Bank of Kanses City made as of July 6, 1942, by
€ Boarg's examiners, a copy of the report of examination
S left for your informstion and that of the directors.
COPy was furnished President Leedy.

"The Board will appreciate advice that the report has
°€n considered by the board of directors. Any comments
i may care to offer regarding discussions with respect
82 the examination, cr as to action taken or to be taken
I; & result of the examination, will also ve appreciated.
th thig letter connection, comment is made on page 17 of

® report of examination with respect to the embezzlement
Y an employee of the Post Office station in the bank that

Wg

N
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"the operations of the Registered liail Division, as well as
the Pogst Office station, were under study by the bank with
a view to providing adequate safeguards and a satisfactory
Separati on,"

Approved unanimously.
Letter to Mr. E. W. Rossiter, Chairmen of the Committee on

Con
e i » s
D ting Lending Agencies of the Nebraske Bankers Associetion,

Hg
Tty
tgton, Nebracka, reading as follows:

"Receipt is acknowledged of your letter of September

26 ®nclosing a copy of the resolution of the Committee on
Olipeting Lending Agencies of the Nebraska Bankers Associa-
i0n. We have reecd the letter end resolution with interest.
ShOnd'Tkn1are doubtless aware that we.hadvsim%;ar-corre_

: ence on this subject last year with Mr. Williem B.

Ughes, Secretary of your Association. We find ourselves

ét & logs for anything more constructive to say than what

'® 821d to him and have said to others who have written us

L the same subject; for it is not clear that the matter is
he upon which the Board can teke a position. Congress has
1% siven the Boerd any jurisdiction over the production
STedit system, nor is it apparent that the Board has any more
T8ason to interfere in the supervision of production credit
a‘?SOCiations than it would have to interfere with the super-
Msion of numerous other institutions that compete with mem-
®T banks of the Federal Reserve System. The subject of
iznfl?ct and duplication in the field of bank supervision
“8 discussed in the Board's Annual Report for 1938, a re-
Print op excerpts from which is enclosed."

Lpproved unanimously.

Thereupon the meeting adjourned.

3 : 7 Secretary.
Emyr/i7 4 t
Toyed; 0

¢ 1 Z
Chalrman.






