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

" Wy .
held in Washington on Friday, February 26, 1943, &t 10:30 a.m.

PRESENT: Mr. Eccles, Cheirman
Mr. Ransom, Vice Chairman
Mr. Szymczek
Mr. McKee
Mr. Evans

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary

g Ch&irman Eccles reviewed the discussions which had taken place

Ing ¢

of e last several days between representztives of the Treasury and
the Vs
tcbory Fung Committees, including himself and Messrs. Sproul,

M2y g

ﬂul > &d Young, Presidents of the Federal Reserve Banks of New York,
Ade] s
4 Phia, ang Chicago, respectively, with respect to the organization

e et wp £
Pl

od o
| Wld be made in April. He said that the Federzl Reserve repre-

r the next Treasury financing drive which it was contem-

tn
atiVe
s
te haq Suggested that the war savings staff be used to carry on
"tles of gopg .
ang €ries E war savings bonds through pay-roll deduction plans

that,
Sk, Other finencing activities be placed under the direction of

" oy
€€, but thst on February 22, 1943, the Secretary of the

s .
*Mt a telegram to the Federcl Reserve Banks stating that on
® Proposed to announce to the war savings staff, the Presidents

eq :
me.C *ral Reserve Banks, and the Executive Managers of the Victory
0

Feder

Ty,
ttees that he was reguesting the President of each of the 12
AR
e
Wérp. S€TVe Banks to serve as Chairmen of a United States Treasury

Ce .
V&mOry Commlttee in his district on which would be represented the
F

un
d ang war savings orgenizetions, both of which would sell a1l
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e of Securities offered during the drive. It was also stoted that
:e“@rday & second telegram was sent to the Presidents of the Federal
“ierve Banks which was intended to make it clear that they had full re-
Drmlbllity as Chairmen of the War Finence Committees to direct the
™% in their respective districts.

: Chairmen Eccles also said that, although representatives of the
s:,;em tad €Xpressed their views to the Secretary of the Trezsury on

ral OCcasions ag to the organization that should be established to

Ondu ct
| Treasury financing drives, they had not vresented their views
8
a
gro
" U0 in writing, and that for that reason he had suggested that
5P
8 of the Federazl Reserve Banks meet in Washington on Mon-

by March 1, 1943, for the purpose of considering the advis-
llt

Y of maj
o ing formsl recommendations to the Treasury, with the

Hougy

by

" hat Whatever funds were needed by the Treasury in April in
dl lOn to th

Shoy 4 N

that the

Ose received from savings bonds, tax notes, and bills
e i . .
Télsed by offerings designed for bank subscription, and

e flnanc)_ng drive should be postponed until May to allow suffi-
at,

Al . % ®
. ® to Perfect the necessary orgenization. With that in mind,

s he pag asked Messrs. Sproul and Williams to prepare for dis-

b the meeting with the Presidents on March 1 a draft of state-
ast

“wref © the organization that should be estzblished and the reasons
8}

%gm;be

Uy, it the suggested organization were not acceptable to the Treas-

> 88 well as a statement of what the preferred alternatives

SER
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Chairman Eccles then referred to the expanded program of re-
gonalreSearch by the Federal Reserve System which was instituted last
ymn‘foll°Wing discussions with representotives of the Netionel Re-

mnesPla“ning Board and stated that he was not satisfied with the
m@ress-that was being mede generelly in carrying out the project and

S()me
°f the Federsl Reserve Banks in setting up the necessary or-

BanatiOnS to

¢ handle the job. He said that he felt that, in addition
9%

r 215 : -
®Sponsibilities of the Federal Reserve Benks in the field of
¢
b B to leet the Banks! own needs, they 2lso had responsibility for
by
Pation with the Board's research organization in the development

of in
fo
™ation wpon which System policies could be based, and that,

the
Tefoy

5 ®> the Boarg should give active direction to the program and
® that,

% 1t wag effectively carried out. In this connection, he re-
rred t

0

o the action taken et the meeting of the Presidents' Conference
Snyg

& ry 22-94, 1943, to reguest that a member of the Board be asso-

&d wi .

log 0 the Presidents' Conference Committee on Resesrch and Statis-

énq

sty *hat the director of the Board's Division of Research znd Sta-
lc s

iy 2 asSOCiated with the Conference subcommittee, and stated that,
ew o
°T the responsibility of the Board for the direction of the re-
Arep Wo
Tk of the System, he felt that it should be made clear to the

nt,
Opp, S that the Board was of the opinion that as e matter of good

at
ol the direction of the System's program should come from the

Chas
Ce Arman Feeles made the further statement that at the confer-
of

em ; .
bers of the Board and its staff with representatives of some

SER
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0
he
Federal Reserve Banks on Februery 2 end 3, 1943, at which State

&d 14
c 3 . ;
: al financiezl problems were discussed, he made an extemporaneous
§ ate
m s .
n et in which he outlined his views as to the responsibilities of
¢ Systey ;
W in the field of research and how these responsibilities should

be met, o
4 > that 5 revision of the statement had been prepared, and that with

¢ appp
Sroval of the Board he would like to read the revision at a meeting

W ich
WO
Wd be held with the Presidents of the Reserve Banks while they

'ere s "
in Yashington next week.

ty he Memorandum, a copy of which has been placed in the Board's
€s

’ Wy
o S then read by Cheirmen Eccles together with excerpts from a
i

om&:::ial Teport received by him recently from the Office of War In-
Amer‘icgn * This report indiceted that not more than 2 per cent of the
causes anzublic recognized the imminent denger of inflation and its
Whay he Polnted out the urgent need for a program of education as to
Mty *fects of inflztion would be on the economic life of the

U ang th

o € steps needed to prevent it. He also said that ‘the Office
ar

f b4 > L3 s
tion °Mmation had in preparation a booklet on the subject of infla-
w q

Ch woe
g W&s intended to be used as a handbook by editors, speakers,
Othe
r\.
Segg ®» @nd that he had received a request from the Office that he

copie
mitt ® of the booklet to all member banks with a letter of trans-
w 03
> Which he had agreed to do.
Mr, ) .
of th Yorrily stated that he had been advised that sdvance copies
&

0
Whi Klet ¥ould be sent to the Board's offices on March 1 or 2,

Ch Would b . .
€ Severzl days in advence of its release for publication.

SER
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&y,
® Eccles sdded that it was his understanding thet the booklet
Sap
8Ctual statement and that in sending it out the Board would as—
€ no . .
Tesponsibility for its contents.

Westions were raised by the members of the Board in connection

With t
he st..
. Statement proposed by the Chairmen to be read to the Presidents
%ty
eg) . .
i K, ang Chairmen Eccles steated that, as set forth in the memoran-

» he
felt the Board should obtain the services of the best qualified

Mist 4
1t could find who, under the supervision of Mr. Evans, would

QOQP .
dlﬂate the o .
t search work of the Federal Reserve Banks. He said that

reaso
N he was bringing the matter up at the present time wes because

i ¢
bt the pront inflati proaching it
Nat problem of inflation was approaching an emergency slt-

log
ang : :
“ﬁsb that no agency in Government had a more direct interest or

Stter o
ofin QUalified to undertake to present to the public the dangers
flat-
2k o
Reqq °M &nd the necessity for public support of anti-inflationary
ul‘es.

mwge“d::mbers of the Board indicated agreement with Chairman Eccles!

°fthe oy .bUt felt that if a new man were employed he should be a part

Vigg Vision of Research and Statistics under the Director of the Di-
T the understanding that the new man would have immediate

I‘ect S
lon
®nd coordination of the regional research program which would

8
carr-
leq
°R under the supervision of Mr. Evens.
Chaj
t°be tMman Feeles went on to say that the System was in a position
0

congs
they . "sldercble assistance to the Office of Economic Stabilization,
1

» Director of Economic Stabilization, had expressed the
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tho
e that the System's facilities were not being utilized as fully as

they |
Y mi . .
&t be in the present situation, and that he (Chairmen Eccles) had

Sug
Sest,
®d t0 Mr. Byrnes that he write a letter to the Board to the effect

that,
the s . . \
® Systenm could be of considerable assistance in combating inflation.

Qme of
. the members of the Board expressed the opinion that the Board had
esponsibilit
th

Y entirely aside from any assistance that it might render to
e of Economic Stabilizaticn or other agency of Government and

d
Proceed witp the development of its program on that basis.

At the conclusion of the discussion, it
was understood that Chairmen Eccles would
not read his written statement at the meeting
vith the Presidents next week but would meke
an oral statement which would (1) emphasize
the need for expediting and coordinating the
System's program of regional research and the
Need of educating the public as to the causes
of inflation and how they might be met and

2) inform the Presidents that the Board pro-

Posed to employ an outstanding economist who
Would be in the Board's Division of Research
and Statistics and would have immediate di-
rection of the program for the System, in-
cluding the coordination of the work of the
Federal Reserve Banks.

It was also understood that Chairman
Eccles would discuss the program with Mr.
Goldenweiser.

W&htheA: *his point the meeting recessed and reconvened at 3:35 p.m.
ik &tendance as at the moming session.

Yoy o8 b dgreed that in accordance with the usual order of rota-

Seleq e Ransom ang Evans should be nominated to serve with Chairman

Eg' o ‘
thep ning Uarch 1, 1943, as members of the executive committee of

edep
al
Open Uarket Committee and that Messrs. McKee, Szymczak, and
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Tape
T shoulg .
Ould be nominated to serve as alternates, in the order named.

By unanimous vote, Messrs. Szymczak
and Draper were appointed as members of the
Personnel Committee for the year commencing
March 1, 1943.

M
T+ Szymezak szid that the executive committee of the Conference

Of Qph.s
ay
- TN of the Federal Reserve Banks plenned to meet in Weshington
arch -
" 3 1943, and that he would like to know the views of the Board
0 whe
N the next meeting of the Conference should be held. The mem-

TS of
t
he Board present agreed that they had no topics to suggest for

COnas
nSldera_tion
by the Chairmen at a meeting in the near future and that,

spring

Mr,

» if agreeable to them, the Chairmen might omit a meeting this

Yorrill presented a memorandum dated February 23, 1943, from
' olden 'y
" Welser stating thet the expansion, location, and ovmership of
ﬁis h
8¢ an important bearing on planning Victory Fund campaigns

8
We 3
8 o ;
M tax programs, inflstionary trends, and bank investment

Doli i
Qles
t
ﬂmj ai there was, however, little information aveileble on the
e
b ]
%atl “nd that a report submitted by the subcommittee on research and

late,
ryy °f the Presidents' Conference had suggested (1) that the Fed-

R
eserve B&nk'*
sﬂ@c s make an exploratory survey among a small number of

g, L.
hyy mber banks (20 or 30 banks in each district) to find out
1

might be obtained regarding the ownership of deposits

8lve % “IN such data as the banks covered were able and willing to
%4

hi
Vey S time, ang (2) that, to the extent that the exploratory sur-

indi
Cat
®d that the revorting of such dsta was feasible, measures

SER
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Shouyq
b ’
: © considered for obtaining regular information on the subject,
roh abl
. 7 by adding a simple classification to the cell report. The memo-
Quy al
80 steted that the value of the information would be enhanced if

W0

of th
. ® Reserve Banks participated in the survey, and that unless the
LS

L
obj v s
Jected it was recommended that they do so.
Mr, Ry im
Ts Evans stated that when this matter was presented to h he

felt
that .
1t should be considered by the Board because of the desire of

the 1o
he lIOVernment

th

. generally to reduce the number of reports obtained from
field

" »> DUt that if there were no objection from that stendpoint he
¥ would be desirable to make the exploratory survey.

It was unanimously agreed that Mr.
Goldenweiser should be requested to pre-
sent the matter to the Presidents of the
Federal Reserve Banks at the meeting to
be held with them next week, for the pur-
pose of ascertsining their views as to
E?e desirability of the survey at this

ime, .

hﬁﬂries ::re were presented telegrams to Messrs. Treiber and Hays, Sec-
ﬁ&ey the Federal Reserve Banks of New York and Clevelznd, respec-—
“ﬁm s’ Mf. Leach, President of the Federal Reserve Bank of Richmond,

; ; Zl?ard, Stewart, and Powell, Secretaries of the Federal Reserve
Cmﬁnm“x hicago, st. Louis, and Minneapolis, respectively, Mr. Caldwell,
QQR . tof the Federal Reserve Bank of Kansas City, Mr. Gilbert, Presi-
Um o Federal Reserve Bank of Dallas, and Mr. Hale, Secretery of

Sdepg)
the | Reserve Benk of San Frencisco, stating that the Board approves

Stapy s
1 s
Shment, vithout change by the Federzl Reserve Benks of St. Louis

SER
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andsan Fraﬂcisco on February 23 and by the Federal Reserve Banks of

i’” ork, CleVeland, Richmond, Chicago, St. Louis, Minneapolis, Kansas

: a:; ‘tmd Dalles on February 25, 1943, of the rates of discount and pur-
B their existing schedules.

Approved unanimously.

I‘eferr The action stated with respect to each of the matters hereinafter

*d 10 yas then taken by the Board:

T .
5 he mimg es of the meeting of the Board of Governors of the Fed-

€se
TVe System held on February 25, 1943, were approved unanimously.
L
o stter to Mr. Hitt, First Vice President of the Federel Reserve
°f § \
t. I‘°U-lS, reading as follows:

n
approvin dccordance with your request the Board of Governors
the Feds the change in the personnel classification plan of
lishmensral Reserve Bank of St. Louis, involving the estab-
of a new position of Maid, Banking House Department,

88 Subms
biitted with your letter of February 23, 1943."
Approved unanimously.

Le
ter to Mr. Koppang, First Vice President of the Federal Re-

Sewe Bank

°f Kansas City, reading as follows:

h
&ppPva_.z accordance with your recuest the Board of Governors
r

TSVisio the pages covering newly created positions end the
in NS of the duties of certezin positions now provided for

Q!
lettqr” Personnel classification olen, as submitted with your
°f Jenuary 30, 1943."

Approved unanimously.

Telegy,
o ®€ram to the Presidents of all the Federal Reserve Banks,
S e folloys:

b@a s

SER
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"A =
. 11 Federal Reserve Banks have advised that payment their re-
peCtiVe

aceun §hares of $2,162,958 recuired to bring the annuity
This ulation account to 3 per cent base will be made this month.
Payment should be treated in same manner as similer payment

in pe :
Cember, i,e., as a deduction from earnings."

Approved unanimously.

Thereupon the meeting adjourned.

~Secretaryh

A
ppl‘()ve & 7

(2,

Chairman.






