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

held in Washington on Wednesday, November 11, 1942, at 5:30 p.m.

PRESENT: Mr. Eccles, chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman
Mr. Dreibelbis, Ueneral Attorney

before this meeting the members of the Board had conferred in-

f°rrilallY and agreed upon (1) a draft of telegram to be sent by the See-

of the Treasury to the Presidents of the Federal Reserve Banks as

"alrmen of the Victory Fund committees and (2) a draft of telegram in

the following form to be sent by Chairman Eccles to the Presidents of the

eederal Reserve Banks:

"Referring to Secretary Morgenthauts telegram this after-
noon authorizing Wie extension of Victory Fund organizations,
the Board of Uovernors looks on this expansion as a vital fac-
tor in the war finance and the anti-inflation programs and asks
that you give it your full support. It is suggested that, pend-
ing Congressional action on Treasury request for budget funds,
the several Federal Reserve Banks make the necessary expend-
itures with the understanding that some or all of the outlays
maY not be reimbursed."

Chairman Eccles stated tnat he had just returned from a confer-

ell" in tile office of the Secretary of the Treasury, which was attended

by Messrs. Alrred H. Williams Lnd C. 6. Young as members of the
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executive committee of the Federal Open Market Committee, with represent-

atives of the Treasury and a number of bankers. The conference had been

called, he said, for the purpose of discussing the proposed Treasury fi-

nancing drive to raise the funds needed in December and January, and fol-

1°wing the meeting with the bankers the telegrams to the Presidents of

the rederal Reserve Banks referred to above were discussed and the tele-

gram to be sent by the Secretary of the Treasury was approved by him in

the
following form:

"Eollowing discussion of Treasury cash requirements with
executive managers on Monday and with executive committee of
Federal Open Market Committee yesterday, we have determined
to conduct a widened campaign beginning November 30 for the
enlistment of idle funds in the war effort. A general an-
nouncement to this effect will be given to the press tomor-
row morning. Assume you have received general outline of
Program already from your executive manager.

"A large part of the burden of selling the required
amount of securities must necessarily fall on the Victory
Viand organizations and accordingly these must be greatly
expanded. You are authorized to proceed immediately to en-
large your Victory hind personnel on either volunteer or
Paid basis to whatever extent you feel necessary at strate-
gic points in your district. We will make every effort to
Clear names submitted to us as promptly as possible. We
will wire you early tomorrow morning the press announcement."

Thereupon, the telegram prepared for
the signature of Chairman Eccles was ap-
proved unanimously, with the understand-
ing that it would be sent immediately.

Uhairman Eccles made the further statement that in a separate

c°11ference, which was attended by Secretary Morgenthau, Under Secretary

8e112 Messrs. Alfred H. Williams and u. S. Young, and himself, Secretary

4°rgenthau had referred to the attitude which the representatives of the

Tr ,
e.zury had held in connection with previous financing operations that
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there should be larger amounts of excess reserves in the hands of the

banks during the operations. He stated that Messrs. Walter W. Stewart

anct Jacob Viner haa recently been consulted by the Treasury on the mat-

ter and 
concurred in the view that the Treasury held, and that before

S
ecretary Morgenthau announced the proposed financing campaign he wanted

to have tne assurance of the System that, if at any time during the cam-

Paign he should feel additional reserves should be supplied and should

request the System to furnish an additional amount of excess reserves,

that action would be taken.

Chairman Eccles stated that he told the Secretary that he could

11°t 8Peak for the Board or the Federal Open Market Committee, bath of

which felt that they had statutory responsibilities to discharge in the

lield of credit control, that in response to the Secretary's request he

1/°uld Present the matter to the members of the Board today, and that,

sPeaking for himself, he could say that, if the Treasury felt that it

e°111d not finance the war successfully without larger excess reserves

thn),--u were provided by the System and a request were made by the Secre-

tarY' that additional reserves be provided, he would comply with the re -

gllest. In the discussion of the matter, Chairman Eccles said, Secretary

4°1'genthau stated that he could not have received more complete coopera-

tl°11 than had been given by the System since the attack on Pearl Harbor.

(41airmarl Eccles added that during the conference Messrs. Williams and
O-41,

g agreed that, if a request were received from the Secretary in the
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circumstances referred to that additional reserves be supplied, the Sys-

tem should comply with the request.

The suggestion was made that the representatives of the System

would have an opportunity to watch the progress of the financing campaign

ancl, if it were found that it was not going over, additional reserves

17°uld be put into the market without a request from the Secretary, and

that the System had already assured the Treasury that it would take such

action as was within its power to provide the funds necessary to finance

the war, so that the assurance requested by the Secretary did not mate-

.ally change the existing situation. It was pointed out, however, that

the 
System had not made a commitment to the Secretary to supply, at his

liequest, a stated amount of additional reserves.

After a discussion, Chairman Eccles stated that he would like to

be able to tell Under Secretary Bell tonight that, so far as the members

the Board were concerned, they would assure him that if, at any time

(luring the financing ne felt therewerenot sufficient excess reserves in

the banks to make the financing successful, the System would provide such

aqctitional reserves as he might request.

It was unanimously agreed that Chair-
man Eccles should so advise Mr. Bell.

Chairman Eccles then stated that, if agreeable to the Board, Sec-

rietarY Morgenthau would like to have Messrs. Walter W. Stewart and Jacob

special Consultants to the Treasury, and Mr. Haas, Director of

Research and statistics of the Treasury, discuss the whole problem of
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reserves and Treasury financing with Mr. Goldenweiser and other members

of the Board's staff.

It was understood. that Chairman Eccles

would inform Mr. Bell that such an arrange-

ment was agreeable to the Board.

Earlier in the day the members of the Board had approved infor-

MallY a draft of joint statement which it was contemplated would be issued

bY the Comptroller of the Currency, the Federal Deposit insurance Corpora-

0n, and the Board of Governors relating to the examination and super-

Policy of tne three agencies with special reference to investments

by banks in, and loans upon, Government securities. The draft was as

follows:

"The Comptroller of the Currency, the Federal Deposit In-

surance corporation and the Board of Governors of the Federal
Reserve System make the following statement of their examination
and supervisory policies with special reference to investments
in and loans upon Government securities.

"l. Banks will be encouraged to purchase and hold Govern-
ment securities of the types that are designed for bank invest-
ment. Holdings of any such securities will not be criticized.
There will pe no aeterrents in examination or supervisory pol-
icy to such investments.

"2. Loans by banks repayable on a suitable short term or

amortization basis for the purpose of enabling customers to
Purchase or carry Government securities are desirable and will
not be criticized.

3. Banks which utilize their reserves as far as possible
in making such investments and loans should avail themselves
of the privilege of borrowing from the Federal Reserve Banks
When necessary to restore their reserve positions. They will
not be criticized for such action.

4. The increased earnings from such investments in and
loans on Uovernment securities should be conserved for the
amortization of premiums if any on such investments, to pro-
viae for possible losses in other assets, and generally-to
strengthen capital structures."
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chairman Eccles stated that at the conference with Secretary

Morgenthau and Mr. Bell he had presented the statement with the comment

that it had also been approved informally by Mr. Crowley, Chairman of the

Feaeral Deposit Insurance Corporation, and Mr. Delano, Comptroller of the

Currency, and that bath desired to present it during talks to be made by

them at the meeting of the State bank commissioners which was to be held

in Philadelphia next week. Mr. Bell had some reservations as to whether

the statement should be issued at this time, Chairman Eccles said, and

Imuld like to give it some further thought, so that no further action

ecrad be taken with respect to it at this time.

At this point, Messrs. Thurston and Dreibelbis withdrew from the

Illeetings and the action stated with respect to each of the matters here-

inafter referred to was then taken by the Board:

The minutes of the meeting of the Board of Uovernors of the Fed-

erQ, Reserve System held on November A, 1942, were approved unanimously.

Letter to Mr. McRae, Chief Examiner in the Bank Examinations De-

Partment, tederal Reserve Bank of Boston, reading as follows:

"Reference is made to your letter of August 19, 1942, in
regard to the affiliates of the Merrill Trust Company, Bangor,
Maine.

"It is noted from your letter that the directors of one
of the bank's affiliates, the Merrill Mortgage Company, Bangor,
Maine, at a meeting held on April 28, 1942, voted to restrict
the business of the company to the liquidation of the assets
then held and to accept no new business.

wrne decision of the board of directors of an affiliate
to do no new business but only that incident to the liquidation
of existing assets does not relieve member banks from the ob-
ligation of securing and publishing reports of such affiliates.
The Board's instructions for preparation of reports of affil-
iates, contained in form F.U. 220b, state that reports need not
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"be submitted for affiliates in receivership or in formal liq-
uiaation under State law on the aate as of which condition re-
Ports are called for. On the basis of the available informa-
tion, it appears tne Merrill Mortgage Uompany, Bangor, Maine,
iS not in formal liquidation under State law. If this is the
case the Merrill Trust Company should be advised that it should

obtain and publish a report on form F.R. 220 from the Merrill

Mortgage uompany at the time of the next call for condition
rep orts, assuming that meantime there have been no material

changes In the financial relations between the two organiza-
tions odhien would result in the waiving of a report under the
terms of waiver printed on form 240b.

"Inasmuch as no good purpose would be served, at this
late date, by having the member bank obtain and publish the
reports of its affiliate as of the last two call dates, the
Board will not require such reports."

Approved unanimously.

Letter to Mr. J. R. Mcuravey, Chairman of the Board of the Bank

Or kbrest, Forest, Mississippi, reading as follows:

"Receipt is acknowledged of your letter of October 260
IA2, with regard to charges made by banks in connection with
Check collections.

"Wye are very glad to have the views of the banks with re-
spect to this problem, which, as you know, has been under con-
siaeration from time to time for a number of years, and we
appreciate your writing us in this con.iection."

Approved unanimously.

Letter to Mr. Anderson, Director of Finance of the United States

4aritime uommission, reading as follows:

"There is enclosed a copy of a letter received by the
Board from the Federal Reserve Bank of New York dated October
41-, L942, and a copy of a letter enclosea therewith from the
firm of Davis ?olk vVardwell Sunderland & Kiendl of the same
(late, with respect to the inclusion in all guarantee agree-
ments of certain provisions which were included in the guar-
antee agreement regarding a loan made to General Motors Cor-
poration. The Board has received a memorandum from the War
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"Department dated October 31, 1942, with respect to this mat-
ter; and a copy of the War Department's memorandum is enclosed.

"It appears that uniformity in this matter is desirable
among the War Department, the Navy Department and the United
States Maritime commission. Accordingly, before transmitting
the 1%ar Department's memorandum to the Federal Reserve Bank of
New York and to the other Federal Reserve Banks for their in-
formation and guidance, it will be appreciated if you will ad-
vise as whether the Maritime commission will take the same po-
sition in this matter as that stated in the enclosed memoran-
QUM from the War Department."

Approved unanimously, together with a
similar letter to Mr. S. A. Mitchell, Chief
of k'inance Section of the Office of Procure-
ment and material, Navy Department.

Letter to Ur. Bryan, First Vice President of the Federal Reserve

of Atlanta, reading as follows:

"Enclosed are copies of two letters from Mr. Cotton Mather
dated October 12 and October 13 and of the enclosures which ac-
companied the first letter. It will be appreciated if your
bank will advise Mr. Mather that the correspondence has been
referred to it and that, in view of the fact that the adminis-
tration of tne Regulation has been decentralized, it will be
aPpreciated if he will address further communications to your
bank.

"In view of Mr. Mather's comments as to the difficulties
he is [-laving with green personnel, it might be aesirable, in
clue time, to have inspectors from your bank visit some of the
stores mentioned."

APPI'oved:

Approved unanimously.

Thereupon the meeting adjourned.

/U(
chairman.

es>Veh, hi)
Secreta
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