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A meeting of the Board of Governors of the Federal Reserve

stem was held in Washington on Saturday, October 17, 1942, at

11:00 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman

Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

The action stated with respect to each of the matters herein-

ter referred to was taken by the Board:

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

Pecl"al Reserve System held on October 16, 1942, were approved unani-

nlously.

Bonds in the amount of $10,000 each, executed under dates of

Octh
°-er 1 and 2, 1942, respectively, by Charles J. Scanlon and August

j' Pettke as Alternate Assistant Federal Reserve Agent at the Feder-

1 Reserve Bank of Chicago and Federal Reserve Agent's Representa-

tive at the Detroit Branch of the Chicago Reserve Bank, respectively.

Approved unanimously, together with

a letter to The Fidelity and Casualty Com-

pany of New York, New York, New 'York, read-

ing as follows:

"This refers to the bonds executed by The Fidelity

and Casualty Company of New York, New York, New York, on

October 1, 1942, covering Mr. Charles J. Scanlon as Al-

ternate Assistant Federal Reserve Agent at the Federal

Reserve Bank of Chicago, and on October 2, 1942, cover-

ing Mr. August J. Pettke as an Assistant to the Federal
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"Reserve Agent at the Federal Reserve Bank of Chicago,
With the title Federal Reserve Agent's Representative.

"Under the law, it is the practice of the Federal

Reserve Agents at the various Federal Reserve Banks to

aPpoint Alternate Assistant Federal Reserve Agents and

Assistants to the Federal Reserve Agents, subject to
the approval of the Board of Governors of the Federal

Reserve System, and you will note that the bonds exe-

cuted by Messrs. Scanlon and Pettke state that their

aPPointments were made by the Federal Reserve Agent at
the Federal Reserve Bank of Chicago. However, at the

Present time there is a vacancy in the office of the

Federal Reserve Agent at that bank, and the appoint-

ments of Messrs. Scanlon and Pettke were made by the

Assistant Federal Reserve Agent. Therefore, these

bonds have been approved with the understanding that
the statements contained therein cover their appoint-

meats as described in this letter, and that, in the

light of these facts, the descriptions of such appoint-

ments as contained in the bonds are acceptable to The

Fidelity and Casualty Company of New York. It will be

appreciated if you will furnish the Board of Governors

With a confirmation of this understanding."

Letter to Mr. Hill, Vice President of the Federal Reserve

441' of Philadelphia, reading as follows:

"In accordance with the request contained in your

letter of October 12, 1942, the Board approves the ap-

Pointment of Edward C. Snyder, Jr., as an assistant ex-

aminer for the Federal Reserve Bank of Philadelphia.

Please advise us of the date upon which the appoint-
ment becomes effective.

"It is understood that the proposed appointee will
be engaged on a temporary basis."

Approved unanimously.

Letter to Mr. Brainard, Federal Reserve Agent at the Feder-

"sserve Bank of Cleveland, reading as follows:

"In accordance with the request contained in your

letter of October 10, 1942, the Board of Governors ap-

proves the appointment of Miss Anne J. Erste as Alter-
nate Assistant Federal Reserve Agent at your Bank at
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"her present salary of $1,500 per annum, with the under-

standing that she will be placed upon the Agent's payroll
and will be solely responsible to you, or, during a vacan-

CY in the office of Agent, to the Assistant Federal Reserve

Agent, and to the Board of Governors, for the proper per-

formance of her duties. When not engaged in the perform-

ance of her duties as Alternate Assistant Federal Reserve

Agent she may, with the approval of the Federal Reserve

Agent, or during a vacancy in the office of the Federal Re-

serve Agent, of the Assistant Federal Reserve Agent, and
the President, perform such work for the Bank as will not
be inconsistent with her duties as Alternate Assistant

Federal Reserve Agent.
"This approval is given with the understanding that

Mr. E. F. Fricek will resign as of the date Miss Erste's

aPpointment becomes effective, and Miss Erste should not

enter upon the performance of her duties as Alternate As-

sistant Federal Reserve Agent until her bond has been ex-

amined by your counsel to determine whether its execution

complies fully with the rules printed on the reverse side

thereof, following which the bond should be forwarded to

the Board promptly for approval.

"Please advise the effective date of Miss Erste's

appointment and as to the action, if any, we should take

With respect to releasing the bonding company from lia-

bility for any acts committed by Mr. Fricek subsequent

to the termination of his duties as Alternate Assistant

Federal Reserve Agent, together with the actual date of

termination of such duties."

Approved unanimously.

Letter to Mr. Gilbert, President of the Federal Reserve

of Dallas, reading as follows:

"In accordance with your request the Board of Gover-

nors approves the changes in the personnel classification

Plan of the Federal Reserve Bank of Dallas, as submitted

With your letter of October 8, 1942."

Approved unanimously.

Letter to Mr. Ford, Cashier of the Federal Reserve Bank of

as, reading as follows:
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"This refers to your letter of September 29, 1942, re-
garding the effect of RegulationW upon the renewal of a
bumper or balloon payment on an instalment loan made on

September 8, 1941. The total loan was for $1,454 with 11

monthly payments of 05 each and a final balloon payment of
$1,069 due on September 15, 1942. The loan, as you point
out, was not subject to the Regulation at the time it was
made; and, at that time, it was mutually understood, orally,
that the balloon payment would be renewed.

"If the mutual understanding for renewal between the
lending bank and the borrower amounted to a valid contract,
then section 12(f) mould not prevent performance of that

contract according to terms agreed upon by the parties,

since it was made prior to the effective date of the amend-
ment subjecting loans such as the one in question to the

Regulation. However, if such mutual understanding did not

constitute a contract, the balloon payment could not be re-
newed for more than 12 months (unless sections 10(a)(1) or

10(a)(2) were applicable), in view of sections 10(a) and

"At first blush, it may appear that so limiting the

maturity is inconsistent with the rule applicable to the

first renewal of a pre-September instalment loan. However,

there is a valid difference between credit extended on an

Instalment basis prior to September 1, 1941, and subse-

quent to that time. Prior to September 1, 1941, there was

no Federal regulation of any kind and therefore no indi-

cation of a Governmental policy. However, after September 1,

1941, the general policy of curbing long maturities was mani-

fest, and the public was forewarned that while existing con-

tracts would not be affected, nevertheless, contracts re-

Placing existing contracts might be regulated."

Approved unanimously.

Letter to Mr. John H. Fahey, Federal Home Loan Bank C)m-

141.884
-Loner, reading as follows:

"The Board has adopted a
the enforcement of Regulation
to the authority contained in
by the President on August 9,
August 13, 1941, Page 4035).
connection, there is enclosed

comprehensive program for

P1 which it issued pursuant

the Executive Order issued

1941 (Federal Register,

For your information in this

a copy of a letter dated
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trldlay 28, 1942, which the Board has forwarded to the Presi-

dents of all the Federal Reserve Banks, together with an

outline of the enforcement program. In view of the inter-
est of the Department of Justice in matters of this kind,
this program has been cleared by the Board with that De-

Partment. In this connection, there is enclosed a copy of

letter the Board has received from the Department of

Justice, together with a copy of a circular which that De-

partment has sent to all of its United States Attorneys.

"In order to avoid duplication of steps to discover

Violations of the regulation, the Board would like to have
the cooperation of your office with respect to any vio-

lations which may occur in institutions subject to its

supervision and examination. It is understood that these
institutions include savings and loan associations

 in-

!ured by the Federal Savings and Loan Insurance Corporation.

pecifically, we would like to have the cooperation of yo
ur

Office along the following lines:
1. Take such steps as you deem appropriate in the

examination of such institutions to determine

whether violations of Regulation VI exist;

2. If violations are discovered which in the opin-

ion of representatives of your office are inad-

vertent take steps to obtain correction of the

Violations along the lines which it is contem-

plated will be taken by the Federal Reserve Ban
ks

in similar circumstances under section IIA of the

enclosed outline of enforcement program; and

3. If violations are discovered which in the opin-
ion of representatives of your office are appar-

ently willful and steps should be taken to deter-

mine whether penalties should be prescribed,

report the facts in the case to the Federal Re-

serve Bank of the district in which the apparent-

ly willful violation occurs.
"In carrying out the above program, we would like to have

l'epresentatives of your office and appropriate representatives

at the various Federal Reserve Banks maintain close informal

f?ntacts in order that the Federal Reserve Bank representa
-

'1ves may be of all possible assistance to you in your cooper-

ation with us in this matter."

Approved unanimously, together with a

letter to the Presidents of all the Federal

Reserve Banks transmitting a copy of the

above letter.
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Letter to Mr. Paddock, President of the Federal Reserve Bank

(31' Boston, reading as follows:

"The Board has considered your letter of October 8,

1942 and the enclosed letter of October 7 from Mr. Charles
E. Spencer, Jr., President of The First National Bank of

130ston, urging a modification of the Board's position with

respect to interlocking relationships between member banks

and open-end investment companies.
"As you know, the question presented by Mr. Spencer is

one which has heretofore been presented to the Board on sev-

eral occasions and the Board was glad to review its position

in the matter in the light of the excellent statement of the

Problem contained in your letter and that of Mr. Spencer.

However, after careful review of its position, the Board
does not feel that it would be warranted in amending its

regulation along the lines suggested or in otherwise chang-

ing the views stated in its letters of March 6, 1942 and
September 22, 1942 (3-556)."

Approved unanimously.

Letter prepared for the signature of Chairman Eccles to the

00
/11v4
,,

roller of the Currency, in accordance with the action taken at the

tTleet'
Ing of the Board on October 9, 1942, reading as follows:

"You will recall that following the President's message

to Congress of April 14, 1938 in which he expressed the hope

that Federal bank supervision could be better coordinated,
the Secretary of the Treasury initiated a series of confer-

ences with representatives of your office, the Federal Deposit

Insurance Corporation, and the Board of Governors of the Fed-

eral Reserve System for the purpose of reviewing the policies

°C the Federal bank supervisory agencies and determining where-

in they might be better coordinated.
"As a result of the conferences initiated by the Secretary,

the three Federal bank supervisory agencies agreed on a uniform

1?rank examination procedure which was released to the press on

'June 27, 1938 and which, among other things, provided that in

e aminations of banks securities falling in Group 2 would be

valued at the average market price for 18 months just preced-
ing examination.

"The Board understood that neither this nor any other im-

Portant feature of the uniform procedure would be changed by

any of the Federal supervisory agencies without consultation
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"with the other agencies participating in the conferences.

However, we now understand that your office has advised its

?hief e:zaminers to discontinue the use of the 18-month average

In connection with the valuation in examination reports of

Group 2 securities.
"Without undertaking to reach a conclusion at this time

as to whether or not it would be willing to concur in this

action or whether some other action would now be desirable

In connection with the uniform procedure, the Board feels
that the natter is of such importance that it requires uni-

form treatment by the three agencies, as was contemplated in
the agreement resulting from the conferences initiated by the

Secretary. The Board, therefore, hopes that it has been er-
roneously informed that your office has made this change in

the uniform procedure without the other agencies having an

oPportunity to consider the change."

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
the order of June 17, 1942, for printing of Federal Reserve

notes of the 1934 series of the Federal Reserve Bank of Bos-

ton in the following denomination and amount:

Denomi- Number of

nation sheets kmount

t5 334,000 ;4,20,040,000"

Approved unanimously.

Thereupon the meeting adjourned.

•

Chairman.
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