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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Friday, November 13, 1942, at 11:00

PRESENT: 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. Leonard, Director of the Division

of Personnel Administration

There were presented telegrams to Mr. Paddock, President of

the Federal Reserve bank of Boston, Mr. Treiber, Secretary of the Fed-

eral Reserve Bank of New York, Messrs. Leach and McLarin, Presidents

°I' the Federal Reserve Banks of Richmond and Atlanta, respectively,

Uessrs. Dillard, Stewart, and Powell, Secretqries of the Federal Reserve

8anks of Chicago, St. Louis, and Minneapolis, respectively, Mr. Gilbert,

President of the Federal Reserve Bank of Dallas, and Mr. Hale, Secretary

°f the Federal Reserve Bank of San Francisco, stating that the Board

aPProves the establishment without change by the Federal Reserve Bank

cif St. Louis on November 9, by the Federal Reserve Bank of San Francisco

c)n November 10, by the Federal Reserve Bank of Atlanta on November 11,

the Federal Reserve Banks of New York, Richmond, Chicago, St. Louis,

14inneapo1i5, and Dallas on November 12, 1942, and by the Federal Reserve

Bank of Boston today, of the rates of discount and purchase in their ex-

i8ting schedules.

Approved unanimously.
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At this point, Ur. Leonard withdrew from the meeting, and

the action stated with respect to each of the matters hereinafter re-

ferred to was then taken by the Board, Chairman Eccles participating:

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

Pederal Reserve System held on November 12, 1942, were approved unani-

mously.

Memorandum dated November 10, 1942, from Mr. Morrill, recom-

°ending that Miss Susie T. Oros be appointed as a clerk in the Secre-

tarY's Office on a temporary basis for an indefinite period, with salary

at the rate of $1,620 per annum, effective as of the date upon which she

enters upon the performance of her duties after having passed satisfac-

t°111Y the usual physical examination.

Approved unanimously.

Memorandum dated November 10, 1942, from Mr. Morrill, recom-

Mending that the following increases in salaries of employees in the

Secretary's Office be approved, effective as of November 16, 1942:

EMI
4144altarial and Administrative

Designation
Salary Increase
From To

M. DuBose MacDowell Clerk $2,000 $2,200
John M. Poundstone
di t' Mpintenance

Clerk 1,800 1,980

Bruce M. Unger Senior Guard 1,680 1,800

Approved unanimously.

Letter to Mr. Fleming, President of the

(4 Cleveland, reading as follows:

Federal Reserve Bank
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"In accordance with the request contained in your let-
ter of November 6, 1942, the Board of Governors approves the
appointment of Ur. Kenneth H. MacKenzie as officer in charge
•of the Research and Statistical Department of the Federal Re-
serve bank of Cleveland with title of Vice President, at an
annual salary of $6,000.

"It is understood that Mr. MacKenzie will continue to
direct the statistical work of the Cleveland Office of the
War Production Board, will be placed upon its pay roll at a
dollar a year, that you feel that such cooperative arrange-
ment in the statistical field will be advantageous to your
Bank, and that satisfactory arrangements as to the alloca-
tion of Mr. MacKenziels time can be made.

"The Board's approval is given upon the assumption that
such satisfactory arrangements can be worked out."

Approved unanimously.

Letter prepared for the signature of Chairman Eccles to Mx. A.

Giannini, Chairman of the Board of the Transamerica Corporation, San

l'rancisco, California, and reading as follows. The portions of the let-

ter in in which mention was made of the l'ederal Deposit Insurance Corpora-

t
°4 and the Comptroller of the Currency haa been read to the Chairman of

he Corporation and to the Comptroller of the Currency, respectively,

had been approved by them.

"This is in reply to your letter of August 17, 1942,
With reference to the action of the Board of Governors in
denying the application for the establishment of branches
at Temple City and Alhambra by the First Trust and Savings
Bank of ?asadena, which is controlled by Transamerica Cor-
Poration through the ownership of a majority of the capital
stock. Your letter was acknowledged by Mr. Clayton under
date of August 21, 1942, immediately after I had left
Washington for a few weeks' trip to the West.

"Since returning to V0ashington, a great many pressing
matters, including war financing, have taken up my entire
time. Consequently, I have only recently had an opportu-
nity to consider with Governor McKee, to whom you referred
in your letter, and the other Members of the Board and some
of its staff certain statements and charges contained in
Your letter, with which we cannot possibly agree.
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"For some time prior to January, 19420 the Comptroller
of the Currency had repeatedly refused to approve expansion'
In the number of branches of important national banks in the
Transamerica Corporation group. Shortly before that date,
Transamerica Corporation obtained control of the First Trust
and Savings Bank of Pasadena. In January, 1942, that bank
wrote a letter to the Federal Reserve Bank of San Francisco,
stating, among other things, that it had 'under considera-
tion the establishment of several branch banks,' Temple City
and Alhambra being mentioned specifically.

"In view of previous discussions and understandings, the
Board was surprised to learn of these plans for expansion.
On February 14, 1942, it requested of the Federal Reserve Bank
that the First Trust and Savings Bank of Pasadena be advised,
before it took any further steps to consummate its plans, that
the Board had given careful consideration to the information
submitted and to other pertinent information in its files and
had reached the conclusion that it should not approve the es-

tablishment of the proposed branches on the basis of the in-

before it. The Board also considered it desirable
to inform Transamerica Corporation directly of the action on
the Pasadena application and to express again to its manage-
ment the Board's views in the matter of expansion. Accord-
ingly, on the same date it addressed a letter to the Corpo-
ration in which it was stated:

'Should your Corporation have any plans for
the further expansion of its interests in banks,
either directly or indirectly, through the mech-
anism of extending loans to others for the pur-
pose of acquiring bank stock, or in any other
manner, you are requested to advise the Board
through the Federal Reserve Bank of San Fran-
cisco before any such plans are consummated.

'The Board's position in this matter is in
accord with the policy, upon which there is unan-
imous agreement by the Board, the Comptroller of
the Currency, and the Federal Deposit Insurance
Corporation, that the Federal bank supervisory
agencies should, under existing circumstances,
decline permission for the acquisition directly
or indirectly of any additional banking offices
or any substantial interest therein by Trans-
america Corporation, Bank of America N. T. & S. A.,
or any other unit of the Transamerica group.

'Please see that all persons in the Trans-
america group who may be concerned with this
policy are advised accordingly.'
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"Nevertheless, the First Trust and Savings Bank of
Pasadena thereafter continued its plans and on February 28,
1942, entered into a contract to assume deposits and take
over assets of the Temple City-National Bank, with a view to
operating a branch at that location. On June 10, 1942, the
bank filed a formal application for the establishment of
branches at Temple City and Alhambra. On July 10, 1942, the
Board declined this application and requested that the bank
and Transamerica Corporation be advised accordingly.

"It is our understanding that the position of the Comp-
troller of the Currency in this matter, referred to above,
remains the same. We are advised that the Federal Deposit
Insurance Corporation has indicated its unwillingness under
existing circumstances to insure any newly organized State
nonmember bank in -which Transamerica Corporation has a sub-
stantial interest or any bank in the group which may with-
draw from the Federal Reserve System. As for the Board's
Position, until it is satisfied that the financial policies
Pursued by Transamerica Corporation and its affiliated in-
stitutions are consistent with the public interest, it will
consider as unsound their efforts to continue an expansion
Program by whatever means, including the organization of
new State banks, the acquisition of control of existing
State banks, or the conversion of national banks to State
banks, and the establishment of branches thereof. In addi-
tion, where the change or conversion from one jurisdiction
to another is for the purpose of avoiding proper restrictions
or requirements of other Governmental agencies, the Board
does not propose to be used as a means of avoiding such re-
strictions or requirements, considered by the Board to be
Justified under existing circumstances.

"The foregoing will indicate some of the more important
considerations underlying the Board's position in this mat-

In view of our previous discussions with representa-
tives of your organizations, it is felt unnecessary to go
into further detail. However, as you well know, whenever
701.1 or any of your associates feel that you have a just
grievance to take up with the Board, or that you have some
additional information to assist the Board in its delib-
erations, you are alAays welcome to call in person for a
more complete and frank discussion than is practicable

through correspondence."

Approved unanimously, with the under-
standing that copies of the letter from Mr.
Giannini and the Board's reply would be sent
to Messrs. Crowley and Delano and to Mr. Day,
President of the Federal Reserve Bank of San
Francisco.
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Letter to the Presidents of all the Federal Reserve Banks, read-

ing as follows:

"For your information and guidance there are enclosed
copies of a memorandum dated November 7, 1942, received by
the Board of Governors from Lieutenant Colonel Paul Cleve-
land, of the War Department, with reference to the use of
optional condition (L). In accordance with Colonel Cleve-
land's request, it will be appreciated if you will furnish
a copy of this to the liaison officer of the War Depart-
ment in your district.

"We are also informally advised by a representative of
the Maritime Commission that optional condition (L) should
not be used in connection with guarantees executed on be-
half of the Commission without first submitting the matter
to Washington for approval."

Approved unanimously.

Telegram to Mr. Zurlinden, First Vice President of the Federal

serve Bank of Cleveland, reading as follows:

"Your telegram of November 12 inquired about the appli-
cation of Regulation W to credit sales of toys and children's
games. Articles sold as toys would be listed articles only
if they are working models of practical use and differenti-
ated from regular items chiefly by their smaller size, as in
the case of a small phonograph capable of playing regular
records. Games would be listed articles if they are designed
Principally for use by adults, as in the case of chess and
Playing cards."

Approved unanimously.

Letter to Mr. Dan Lacy, Executive Secretary of the Committee on

Conservation of Cultural Resources, Washington, D. C., reading as fol-

lows:

"In accordance with the request contained in Mr. Leland's
letter of November 5, 1942, there is enclosed a report on the
form furnished relating to measures taken by the Board of Gov-
ernors for the protection of records of the Board, including
those in current use.
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"If you have any suggestions as to further steps that
Should be taken by the Board at this time, we shall appre-
ciate it very much if you will let us know."

Approved unanimously.

Thereupon the meeting adjourned.

eortxu„.
ecretar .
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