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tern was

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

held in Washington on Tuesday, April 6, 1943, at 10:30 a.m.

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

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

Chairman
Mr. Goldenweiser, Director of the Division

of Research and Statistics
Mr. Paulger, Chief of the Division of

Examinations
Mr. Dreibelbis, General Attorney
Mr. Leonard, Director of the Division of

Personnel Administration
Mr. Wyatt, General Counsel
Mr. Vest, Assistant General Attorney
Mr. Knapp, Associate Economist in the

Division of Research and Statistics

Mr. McKee read the following letter, dated March 30, 1943,

which had been addressed to him by Mr. Charles W. Collins, Washington

representative for the Giannini interests:

"Since our last conversation I have been in touch with
both A. P. and Mario by telephone and mail and they have au-
thorized me to draft the appropriate resolutions in consul-
tation with you and your legal staff as you may desire for
the purpose of getting the program started. I have made a
Preliminary draft of a resolution for Transamerica and one
for the Bank but am awaiting a written statement which A. P.
is sending me in which he has outlined his understanding
Of what was discussed at his meeting with your Board, which
he said however he had told me already.

"He and Mario both appear anxious to go ahead with the
proposition.

"I shall get in touch with you as soon as I hear front
A. P."
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Mr. McKee said that the letter had been received during his absence

from Washington and that since his return to the city he had refrained

from accepting a telephone call from, Mr. Collins until he could bring

the matter to the attention of the Board. It appeared, he said, that

the Giannini interests would like the Board to agree upon a statement

of policy with respect to Transamerica Corporation and then have it

obtain the acceptance of such statement by all other bank holding

companies.

Chairman Eccles stated that during the Board's conversations

with Mr. A. P. Giannini on February 18, 1943, it was not contemplated

that the Board would undertake to clear any program that might be agreed

Upon with other bank holding companies but that it was understood that

the Board would have a statement prepared for submission to the other

Federal supervisory agencies. He said that the principal complaints

Which the Board had against Transamerica Corporation were that it was

entering a great many fields of activity aside from banking and that it

was endeavoring to evade requirements prescribed by the Comptroller of

the Currency with respect to the Bank of America. Other bank holding

companies, he said, were not doing these things, and there was no basis

on which the Board should approach other holding companies. Chairman

Eccles stated, however, that the Board could go to the Treasury and the

Federal Deposit Insurance Corporation with a program which would permit

unit banks to become branches in a branch banking set-up, provided it

WaS agreed that Transamerica Corporation would not acquire stock in
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other banks in the future, would not try to convert other unit banks

into branches, and would dispose of all stock holdings in activities un-

related to banking. In effect, he said, such a program would freeze

Transamerica as of some date, except that it would be permitted to take

over unit banks upon the request of the bank supervisory authorities

when it was deemed necessary in order to assist in correcting an un-

healthy banking situation. Chairman Eccles indicated that he would

have no hesitancy in putting such a proposal in writing, and that if

such a program were agreed to by the other Federal supervisory agencies

the Board would be in a position to inform Transamerica that the same

standards would be applied to all other bank holding companies.

Mr. McKee stated that Mr. A. P. Giannini had repeatedly said

that he, speaking for Transamerica, would be willing to do anything re-

quired of other bank holding companies, and in the absence of legisla-

tion on the subject he would like to work out some program which would

be acceptable to the bank supervisory authorities.

In response to a query by Mr. McKee as to whether he should

confer with Mr. Collins regarding the matter, Chairman Eccles suggested

that he do so, and this suggestion was concurred in by the other members

of the Board. In this connection, Mr. McKee stated that he would assume

the responsibility with the assistance of the Board's counsel.

Mr. McKee reported that President Leach of the Federal Reserve

Bank of Richmond had advised him over the telephone recently that his

directors would like very much to hold their next annual joint meeting
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in Washington. Mr. McKee said that he understood this would entail

luncheon in the Board's dining room and a joint meeting in the Board

Room with the Board of Governors in the afternoon. He said that Mr.

Leach had also indicated that arrangements would probably be made for

a dinner the same evening and that, while the meeting had been ten-

tatively set for May 13, he would like to be advised of the Board's

reaction to the -or000sal as promptly as possible.

Following a discussion during which
no objection was offered to the proposal,
the Board authorized the Secretary to ad-
vise Mr. Leach of the action taken by the
Board and to make any necessary arrange-
ments.

Secretary's Note: After the meeting,
Mr. Morrill called Mr. Leach on the tele-
phone and advised him that the Board would
be glad to have the directors of the Fed-
eral Reserve Bank of Richmond and its
branches meet in Washington in accordance
with the suggestion which he had made to
Mr. McKee and asked that he send the Board
a letter outlining the program he had in
mind in order that appropriate arrangements
could be made.

Mr. McKee also reported that the Board's War Loans Committee,

in consultation with representatives of the armed services and the

Maritime Commission, had agreed on a revision of the guarantee agree-

ment, to be dated today, for use in connection with guaranteeing loans

lulder the provisions of Regulation V, and that it was the recommendation

of the War Loans Committee that the revised guarantee agreement be

printed and distributed by the Board at its own expense.
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Mr. Draper stated that a copy of the revised agreement had

been submitted to the Comptroller of the Currency under date of April

3, 1943, in order to obtain a ruling as to whether he would regard it

as "unconditional" under the provisions of section 5200 of the United

States Revised Statutes, and that while the Comptroller had not yet

taken action it was anticipated that his approval would be obtained

within the next day or two. He added that he thought it would be helpful

if copies of the revised guarantee agreement were distributed by the

Board in printed form, and he agreed with Mr. McKee that it probably

could be printed more cheaply by the Board rather than by the respec-

tive Federal Reserve Banks.

Without objection, the Board approved
the recommendation of the War Loans Com-
mittee and authorized the printing and dis-
tribution of the revised form of guarantee
agreement at the Board's expense, with the
understanding that the appropriate budget
classification of the Office of the Admin-
istrator for the War Loans Committee would
be increased accordingly.

Mr. McKee stated that upon his return to the office his atten-

tion had also been brought to the action taken by the Board on March 30,

1943, and recorded in the minutes of that date, with respect to proposed

letters to Messrs. Wagner and Steagall, Chairmen of the Senate and House

Banking and Currency Committees, respectively, recommending the enactment

of bills, drafts of which were enclosed therewith, for the purpose of

(1) making permanent the temporary authority contained in the second

Paragraph of section 16 of the Federal Reserve Act to use direct ob-

ligations of the United States as collateral security for Federal Reserve
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notes and (2) repealing the provisions of the third paragraph of section

16 of the Federal Reserve Act prohibiting a Federal Reserve Bank from

Paying out notes of another Federal Reserve Bank. Mr. McKee said that

he understood the proposed letters had been approved unanimously, with

the understanding (1) that they would be turned over to Chairman Eccles

to be delivered in person to the Chairmen of the respective Committees

at such time as he deemed appropriate, (2) that, if, in discussing the

matter with Messrs. Wagner and Steagall, Chairman Eccles should feel

it advisable to eliminate from the letters and the accompanying draft

bills any reference to the repeal of the prohibition against one Fed-

eral Reserve Bank paying out the notes of another Reserve Bank, he

would be at liberty to do so, and (3) that he (Mr. McKee) should have

the opportunity to record in the minutes his position on the action

taken by the Board upon his return to Washington. He indicated that,

While he was mindful of the desirability of obtaining the repeal of the

third paragraph of section 16, he thought that the question of timing

should receive careful consideration and that, in view of the delay en-

countered in obtaining the enactment of the war loan deposit bill now

under consideration by the House Banking and Currency Committee, it

would be unwise to raise the question of repealing such provisions at

this time. He would be disposed, he said, to await a more favorable

session of Congress before submitting such a proposal.

Chairman Eccles stated that, as soon as the pending war loan

deposit bill had been disposed of, he thought the time would be par-

ticularly propitious to submit the letters to the appropriate Con-

committees because the Board had the additional argument of
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shortage of manpower. He went on to say that the country was using more

currency now than ever before and that it was logical to have Federal Re-

serve notes interchangeable in order to avoid the necessity of sorting

and returning notes to the Banks of issue. He added, however, that he

would want to talk in advance to Messrs. Wagner and Steagall, and pos-

sibly Senator Taft and others, regarding the proposed legislation, and

that, in the event there appeared to be any material objection to the

Proposal that the third paragraph of section 16 be repealed, he would
unhesitatingly eliminate the proposal from the drafts of bills to be

submitted in accordance with the action of the Board on March 30 and,

of course, have appropriate changes made in the letters of transmittal.

The Chairman also stated that, in the event Congress was not disposed
to extend the temporary authority contained in the second paragraph of

section 16, which would authorize the Federal Reserve Banks to use

direct obligations of the United States as collateral security for Fed-

eral Reserve notes, that would be the responsibility of Congress.

Mr. Draper said that he would like to have the Board consider

an important matter which had arisen in connection with operations under

Regulation V, and he asked Mr. Vest to present the problem.

Mr. Vest thereupon made substantially the following statement:

Under existing procedure, the War Department executes
some guarantees in connection with loans made to finance the
production of articles purchased by the Procurement Division
of the Treasury Department or by the Department of Agricul-
ture for the Lend-Lease Administration. In the usual case
the major portion of the production involved is for some
branch of the Army and the small amount intended for Lend-
Lease does not raise any serious problem. However, there
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is a feeling in the War Department that in the absence of
an over-all appropriation covering all Regulation V opera-
tions of the Department it does not seem wise for the Army
to undertake to absorb any losses or to take up any loans
for the Lend-Lease organization unless the War Department
has an agreement with Lend-Lease to the effect that it will
hold the War Department harmless against losses and make
funds available to it for the purpose of taking up any
loans which may be "put" by financing institutions. In
other words, the War Department is interested in securing
the protection of Lend-Lease funds on the portion of pro-
duction financed for Lend-Lease Administration by extend-
ing the present procedure to the minority portion of con-
tracts where the Army is not the purchaser. A similar
situation exists between the War Shipping Administration
and the Maritime Commission.

. The matter was brought to our attention for the first
time a little over two weeks ago, and meetings have been
held with representatives of the armed services and the
Lend-Lease Administration and conversations have been held
over the telephone with Lieutenant Griffith of the Maritime
Commission in an effort to work out a satisfactory procedure.

Both the Lend-Lease Administration and the War Shipping
Administration desire to have the provisions of Executive
Order No. 9112 made applicable to them, and as a result of
Preliminary conversations the Board is now in receipt of
letters dated April 3, 1943, from Bernhard Knollenberg,
Senior Deputy Administrator, Lend-Lease Administration, and
Admiral Emory S. Land, Administrator, War Shipping Adminis-
tration, which are very similar, the former enclosing a
draft of a proposed Executive Order making the provisions
of Executive Order No. 9112 applicable to Lend-Lease Ad-
ministration. The letters indicate that the respective
agencies have made arrangements with the War Department and
the Maritime Commission under which, if the proposed Order
Is.issued in the form contemplated, Lend-Lease and War
Shipping will assume the financial responsibility for guar-
antees and commitments given by the War Department or Mari-
time Commission, respectively, pursuant to Executive Order
No. 9112 in connection with certain loans but that in addi-
tion they may in some instances make loans directly or give
direct guarantees or commitments to purchase in connection
With loans made by private banks or other financing institu-
tions. The letters also state that, if the arrangements with
the War Department and Maritime Commission should prove not
to be satisfactory or suitable for all of the cases to which
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they are intended to apply, either because of the unwilling-
ness of those agencies to give guarantees or commitments to
purchase on the terms desired by Lend-Lease and War Shipping
or for other reasons, the latter agencies may desire to
Utilize the agency of the Federal Reserve Banks in accordance
With the procedure which has been followed by the War Depart-
ment, Navy Department, and Maritime Commission under Regula-
tion V, and that in such event, with the approval of the
Board of Governors of the Federal Reserve System, the Secre-
tary of the Treasury will be requested to designate the Fed-
eral Reserve Banks to act as fiscal agents of the United
States in connection with operations of the Lend-Lease
Administration or the War Shipping Administration, as the
case may be, under the proposed Executive Order, and the
latter will not expect the Federal Reserve Banks to so act
unless the Secretary of the Treasury makes such designation.
The letters further state that it is assumed by Lend-Lease
Administration and War Shipping Administration that in such
event the Board of Governors will then give the necessary
directions to the Federal Reserve Banks.

Executive Order No. 9112 provides that the Board of
Governors may prescribe regulations governing the opera-
tions of Federal Reserve Banks under the Order after con-
sultation with the War Department, Navy Department, and
Maritime Commission; but the proposed Order would specif-
ically provide that the Board is not required to consult
With Lend-Lease or War Shipping before prescribing such
regulations. Unless and until Lend-Lease or War Shipping
Should desire to utilize the Federal Reserve Banks as
agents, the present Regulation V procedure would be un-
changed so far as Federal Reserve Banks and the Board are
concerned.

Chairman Eccles also received a letter dated April 2,
1943, from F. J. Bailey, Assistant Director of the Bureau
of the Budget, enclosing copies of a letter dated March 10,
1943, from the Administrator of the War Shipping Adminis-
tration and of a proposed Executive Order extending to the
ilar Shipping dministration the authority vested in the
armed services and the Maritime Commission by Executive
Order No. 9112 and requesting an expression of the Board's
views with respect to the proposed Executive Order. We
had learned informally of the action taken by var Shipping,
and Mr. Draper called the Bureau of the Budget and ex-
plained the Board's interest in the proposal, with the re-
sult that the Budget bureau had the draft of the Executive

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



512
4/6/43 -10-

Order returned to it by the Department of Justice and re-
ferred to Chairman Eccles in order that the Board might
have an opportunity to express its views before final ac-
tion was taken. The proposed Executive Order submitted
to the Budget Bureau by vvar Shipping was not satisfactory
from our standpoint.

In our preliminary discussions we had suggested that
all that was needed by either Lend-Lease or War Shipping
was authority to reimburse the War Department and Maritime
Commission, respectively. However, Lend-Lease, in partic-
ular, insisted that it should have broad authority to care
for exceptional cases and we collaborated in preparing the
letters of April 3 submitting the matter to the Board. But
in our discussions, we emphasized the fact that the question
of the Board's position with respect to the proposed Order
was entirely one of policy which would have to be considered
by the Board.

Mr. Draper explained that the real objection to extending the

Provisions of Executive Order No. 9112 to Lend-Lease and War Shipping

was to avoid the necessity of dealing with two additional agencies and

to permit the Board's War Loans Committee to continue to work only with

re
presentatives of the War and Navy Departments and the Maritime Com-

mission.

Chairman Eccles stated that it would seem that Lend-Lease and

War Shipping should be willing to accept our suggestion and not insist

on sn Executive Order giving them authority substantially equivalent

to that of the armed services and the Maritime Commission. The former,

he said, could continue to operate as heretofore if they were given au-

thority to make appropriate reimbursement to the War Department and

Maritime Commission. The Chairman stated that he would have no objec-

tion to Lend-Lease and War Shipping obtaining appropriate authority to

make reimbursement or to make direct guarantees but that he would be
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Very much opposed to their using the Federal Reserve Banks directly by

reason of an extension of the Provision of Executive Order No. 9112 to

them even if the authority to do so were made subject to the approval of

the Board of Governors.

Mr. McKee pointed out that in the event Lend-Lease and War

8biPping were given authority to make direct guarantees there would be

a Possibility that they might handle direct financing through the Re-

construction Finance Corporation.

Mr. Vest stated that, inasmuch as the letters of April 3 from

Lend-Lease and War Shipping stated in effect that (1) they do not an-

ticipate calling on the Federal Reserve Banks to act as their agents

Pursuant to the proposed Executive Order, (2) they may in some in-

stances make loans directly or give direct guarantees in connection

With loans made by private banks, and (3) if for any reason it should

be desired to utilize the Federal Reserve Banks under the Regulation V

Procedure, it was proposed with the approval of the Board of Governors

to 
request the Secretary of the Treasury to designate the Federal Re-

serve Banks as fiscal agents for the purpose, drafts of replies had

been prepared for consideration by the Board which would offer no ob-

jecticn to the proposal of Lend-Lease and War Shipping. However, in

the light of the discussion at this meeting, he said that it would

appear that a different approach should be taken and that that would

necessitate a revision of the drafts originally prepared. He in-

dicated that the War Shipping Administration was awaiting the issuance
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of an Executive Order of the kind proposed because it hoped to use the

authority in connection with some loans for urgent ship repairs. Mr.

Vest also stated that, while it was a question of policy for decision

by the Board, he wished to bring out the point that there was some

advantage in having all operations of this kind handled through the

Federal Reserve Banks and that, in the event the Board objected to the

proposal of Lend-Lease and War Shipping, it was likely that the Federal

Reserve Banks would be by-passed in connection with these operations.

Following further discussion, Mr.
Draper suggested that the drafts of let-
ters to the Lend-Lease Administration,
War Shipping Administration, and the
Bureau of the Budget be revised in the
light of the discussion and placed in
circulation for approval. This sugges-
tion was approved unanimously.

Mr. Szymczak presented the following memorandum dated April 5,

1943, which was read and discussed:

"At the time the Board considered the Revised Report
of the Presidents' Conference Committee on Foreign Accounts
a letter was sent to all the Federal Reserve Banks advising
them that the Board had directed its staff to draft a sug-
gested revision of Regulation N and the letter (X-9774),
'Procedure with Respect to Foreign Relationships with Fed-
eral Reserve Banks'. This has been done along the lines
recommended by the Presidents' Conference, and the next
step is to discuss the revision with the Legal Subcommit-
tee of the Presidents' Conference as contemplated in the
Board's letter aforesaid. However, in my discussions with
the staff here some questions have arisen which might re-
sult in substantial deviations from the recommendations of
the Presidents' Conference, and these questions, I believe,
should be decided before further drafting is done on the
hegulation and letter. The questions and my recommendations
are as follows:

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



4/6/43
-13-

515

"(1) Vihether the Board should revoke its
outstanding blanket permission to Federal Reserve
Banks to open 'one-way' accounts; purchase or sell
gold to a foreign bank or banker; and earmark gold
or silver for a foreign bank or banker.

"This question arises at this time because subsequent to
the granting of such blanket permission the law was changed
so as to permit Federal Reserve Banks to open accounts for
foreign governments, and such blanket permission was not ex-
tended to cover arrangements with foreign governments. In
view of the fact that any new arrangements with foreign cen-
tral banks may involve substantially the same considerations
growing out of the war as in the case of the foreign govern-
ments with which they are connected, it is my recommendation
that the Board withdraw the blanket permission referred to
above.

"(2) Whether the Board should require the other
Federal Reserve Banks to participate in foreign ac-
counts after their establishment by one Federal Re-
serve Bank is approved by the Board.
"The recommendation of the Presidents Conference Commit-

tee was predicated upon the idea that ,participation should be
voluntary, but I feel now that Federal Reserve Banks should be
required to participate in such foreign accounts for the fol-
lowing principal reasons: (1) The approval of the maintenance
of such accounts by Federal Reserve Banks is predicated upon
consideration of the national Public interest; (2) our central
banking consists of a regional system of twelve coordinate
'seder al Reserve Banks instead of one bank as is customary in
foreign countries; and (3) if one Federal Reserve Bank has
good reasons for not participating in the account in the first
instance or for withdrawing from it after having participated,
such reasons presumably would be of a nature which would be
equally persuasive for not carrying the account at all.

tk3) Whether the following paragraph should be
eliminated from X-9774:

'The Board's relation to the operations
of the Federal reserve banks as fiscal agents
of the United States can best be worked out
between the Board and the Treasury on the ba-
sis of friendly cooperation, and, therefore,
procedure as to such operations is not dealt
with in this memorandum.'

"Some foreign accounts have been opened by a Federal Reserve
Bank as fiscal agent of the United States, but this type of ac-
count is not dealt with in X-9774 since ordinarily the Treasury
supervises such accounts. The Board's General Attorney is of
the opinion that the Board's power to exercise general super-
vision of Federal Reserve Banks extends to fiscal agency accounts.
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"See attached opinion of Mr. preibelbis dated October 6, 1936.
The fiscal agency question involved here is much broader than
the question of foreign relationships of Federal Reserve Banks,
and I recommend deleting the above-quoted paragraph from
X-9774, with the understanding that the Board will work the
matter out with the Treasury.

"While I do not believe the action I recommend on question
3 would be a material change of the recommendations of the Pres-
idents' Conference, the action I recommend on questions 1 and 2
would. Therefore, if my recommendation is follaved on Questions
1.and 2, I also recommend that the matter be taken up directly
with the Presidents' Conference rather than going back to the
Legal 8ubcommittee as was indicated in the Board's letter."

Mr. Szymczak stated that at his request Mr. Dreibelbis had prepared a

naemorandum under date of March 27, 1943, containing an historical outline

of developments to date on this subject and a statement of the fundamental

Questions involved. He said that copies of this memorandum had been fur-

nished to each member of the Board on April 1 for their information

Prior to consideration at a meeting.

he had

At the conclusion of a discussion,
from which it appeared that some of the
members of the Board would like to give
further study to the subject, Mr. Szym-
czak suggested that the foregoing mem,
orandum be placed in circulation for ap-
proval. This suggestion was approved
unanimously.

Chairman Eccles reported for the information of the Board that

received a letter marked "Personal and Confidential" dated

41'1-1 5, 1943, from the Secretary of State inviting him to become a

member of the Committee on fost-ar Foreign Economic Policy, the first

meeting of which would be held at 11:00 o'clock a.m., Friday, April

9' 1943, in Secretary Hull's office. The Chairman then read the first

Paragraph of the letter as follows:
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"In order to make adequate preparation for this coun-
try's effective participation in the solution of the vast
and complicated problems of international relations which
will confront us and the world after the final defeat of
the forces of aggression, there have been created in the
Department of State, by direction of the President, sev-
eral committees in the inter-related fields of political
and economic reconstruction and of general security.
These committees are charged with the conduct of the nec-
essary studies and with the preparation of recommendations
to be submitted to the President. One of these committees
18 a Committee on Post-War Foreign Economic Policy."

Several members of the Board expressed the hope that the Chairman would

accept the invitation, and he indicated that he proposed to advise

Secretary Hull that he would be glad to accept membership on the Com-

mittee and that he would attend its first meeting to be held on April 9.

At this point, Messrs. Thurston, Goldenweiser, Paulger,

Dreibelbis, Leonard, Wyatt, Vest, and Knapp withdrew from the meeting,

and the action stated with respect to each of the matters hereinafter

referred to was then taken by the Board:

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

eral 
Reserve System held on April 5, 1943, were approved unanimously.

Memorandum dated March 18, 1943, from Mr. Goldenweiser, Direc-

tol' of the Division of Research and Statistics, recommending (1) that

Hans J. Dernburg be appointed as a junior economist in that Division

°I1 a temporary basis for a period of not to exceed one year, with basic

salary at the rate of $3,500 per annum, effective as of the date upon

which he enters upon the performance of his duties after taking the

1181181 physical examination, and (2) that, if his physical condition

should 
prevent his passing the usual physical examination, Mr. Dernburg
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be brought into the Federal Reserve retirement system on a restricted

basis upon the execution by him of a waiver for ten yecrs of the death

and disability benefits, with the understanding that his services may

be terminated immediately if the Federal Bureau of Investigation report

Which has been requested on him is considered unfavorable by the Board.

Approved unanimously.

Memorandum dated March 22, 1943, from Mr. Goldenweiser, Direc-

tor of the Division of Research and Statistics, recommending that J. Hans

Adler be appointed as a junior economist in that Division on a temporary

basis for a period of not to exceed six months, with basic salary at

the rate of 0,600 per annum, effective as of the date upon which he

enters upon the performance of his duties after having passed satis-

factorily the usual physical examination, subject to a satisfactory re-

port having been received on him from the Federal Bureau of Investigation

Prior to the time he reports for duty.

Approved unanimously.

Memorandum dated April 6, 1943, from Mr. Morrill, recommending

that Mrs. Irene C. Black be appointed as a cafeteria helper in the

Secreta,._,
4-Y 8 Office on a temporary basis for a period of not to exceed

60 days, with salary at the rate of t1,080 per annum, effective April

6) I-943.

Approved unanimously.

Memorandum of this date from Mr. Goldenweiser, Director of the
Di •
vislon of Research and Statistics, recommending, for the reasons stated

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



519

4/6/43 -17-

in the memorandum, (1) that the Board rescind its action of March 301

1943, accepting the resignation of Miss Mary Elizabeth Forsling, a

Clerk in that Division, in order that her employment might continue

after April 6 without a break in service and (2) that the Board

accept her resignation to become effective as of the close of business

on April 11, 1943.

Approved unanimously.

Memorandum dated March 311 19431 from Mr. Morrill, submitting

the 
resignation of Mrs. Alice E. Tyrrell as a file clerk in the Secre-

tarYls Office, to become effective as of the close of business on

April 261 1943, and recommending that the resignation be accepted as

of that date.

The resignation was accepted.

Letter prepared in accordance with the action taken at the

meeting of the Board on March 30, 1943, to Mr. Paddock, President of

the
Federal Reserve Bank of Boston, reading as follows:

"This letter is in confirmation of Mr. Szymczak's tele-
phone conversation with you with respect to the discontinance
of the existing arrangement with Mr. Ketchum as Associate
Counsel for the Federal Reserve Bank of Boston, and with re-
spect to the bill for legal services submitted by him in
connection with the case of Ford vs. C. E. Wilson & Company,
Inc.

"As was stated by Mr. Szymczak during the conversation,
the Board has taken the position for some time that as a mat-
ter of general policy the legal work of each Federal Reserve
Bank should be conducted under the direction of a full-time
general counsel who represents only the Federal Reserve Bank,
and the adoption of this policy in the cases of Banks which
did not have such counsel has been regarded as an ultimate
objective to be attained when circumstances would permit.
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"In View view of the fact that arrangement has been in effect for
considerable period for full-time counsel at your Bank, it

is the feeling of the Board that in the light of the general
policy as stated above it should not continue to approve the
Payment of a retainer to Mr. '4etchum as Associate Counsel
after April 30, 1943, the date to which the official salaries
at your Bank, including salaries and retainer for counsel,
have been approved by the Board, and that consideration should
be given by your directors to such steps to strengthen the
full-time legal staff of the Bank as may be necessary effec-
tively to carry on the Bank's legal work, it being understood
that outside counsel would be associated only in connection
With special litigation or in special circumstances.

flit will be appreciated, therefore, if you will advise
Mr. Ketchum of the Board's decision and request that he sub-
mit to you a bill for all services rendered up to and includ-
ing April 30, 1943. Pending the receipt of that bill, the
Board will defer any further consideration of the fees charged
In connection with the Ford case."

Approved unanimously.

Letter to Mr. Drinnen, First Vice President of the Federal Re-

serve Bank of Philadelphia, reading as follows:

"In accordance with your request the Board of Governors
approves the changes in the personnel classification plan of
the Federal Reserve Bank of Philadelphia, as submitted with
Your letter of March- 26, 1943.

"It was understood, when the increase in the maximum
annual salary for the position of porter was approved last
rebruary, that the changes, affecting the positions of por-
ter and guard, would be made."

Approved unanimously.

Telegram to Mr. Hodgson, Assistant Counsel of the Federal Re-

Serve Bank of Minneapolis, reading as follows:

"Retel April 2. In connection with benefits to am-
?loyees of Reserve Banks entering military service, the
ivomen's Reserve of the U.S. Marine Corps and the SPARS
(Women's Reserve of the Coast Guard) are deemed to be in
active military service. You are advised that they and
the WAVES are eligible to purchase National Service Life
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"Insurance but that WAACS are not although legislation is
now pending in Congress to make the WAACS eligible to pur-
chase such insurance."

Approved unanimously.

Telegram to Mr. Gilbert, President of the Federal Reserve Bank

of Dallas, reading as follows:

"Retel April 6. Date May 31, 1944 in our letter April1 (approving the payment of salaries to certain officers at
the Federal Reserve Bank of Dallas and the Houston and San
Antonio Branches at the rates fixed by the board of direc-
tors of the Dallas Bank for the period April 1, 1943, to
May 31, 1944) is correct. In view of short time remaining
for current salary year approval was given for a 14 months'
period instead of a 2 months' period."

St.

Approved unanimously.

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

Louis, reading as follows:

"Receipt is acknowledged of your letter of March 22,
1943, in which you state that the report of examination
of your bank made by Federal Reserve Examiner Millard asat the close of business January 28, 1943, has been pre-
sented to your board at a meeting at which all directors
were present except Mr. Tucker.

"It is noted that the report was reviewed in detailat this meeting. If you or any of the other directors
should have any further comments which you may care to
Offer regarding the examiner's comments or suggestions or
the various matters referred to, or as to action which
1149' be taken thereon, the Board of Governors will appre-
ciate receiving them.”

Approved unanimously.

Letter prepared in accordance with the action taken at the
Sleeting 

of the Board on March 30, 1943, for the signature of Chairman

Eccles to Honorable Wayne Coy, Acting Director of the Bureau of the

Budget, reading as follows:
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"This will acknowledge your letter of March 20, 1943,
in which you discuss the matter of the fiscal agency func-
tions of the Federal Reserve Banks and the interest of your
office in the amount of reimbursement for such agency op-
erations reflected in the budget estimates of the various
executive deoartm.ents and agencies utilizing the services
of the Federal Reserve Banks. You state that 'it is be—
lieved that it would be to our mutual advantage to have
this Bureau more fully informed as to the nature of the
services being performed, the method of determining the
cnarges relating thereto, and the oossibilities of further
Utilization of the Reserve banks' facilities.'

"In line with the above, you requested our approval of
Your proposal to have two Budget Examiners, primarily con-
cerned with the activities of the Treasury Department, the
Reconstruction Finance Corporation and its subsidiaries,
the Commodity Credit Corporation, and the Farm Credit Ad-
ministration, spend a day or two at several of the Reserve
Banks and their branches as a supplement to the review by
such Examiners of the field activities of the agencies men-
tioned.

"Your letter reached my office while I was absent from
the city, so that it was only last Monday, March 29, that
discussions of the matter were had betaeen your staff and
the Board's staff. In the interim it developed that because
of a prearranged schedule, two of your Examiners had already
left Washington for a visit to the Federal Reserve Banks of
Atlanta, Kansas City and St. Louis, also the Reserve Bank
branches at Omaha and Cincinnati. I understand further
that these gentlemen carried letters from Mr. Mulligan,
Treasurer of the R.k.C., addressed to the Federal Reserve
Banks and branches above named, advising them of the visits
of your Examiners for the purpose of checking into the fis-
cal agency operations for the R.F.C. and its subsidiaries.
think it would be more appropriate and would produce

better results if the Federal Reserve Banks were advised by
the Board of Governors of such contemplated visits by Exam-
iners of your office. We are sending letters to the Federal
Reserve Banks and Branches mentioned, except Cincinnati, and
copies of such letters are enclosed herewith. It is under-
stood that since the total expenses incurred by the Cin-
cinnati Branch on behalf of the R.F.C. during the last half
of 1942 amounted to only $411 you will not ask your Examiners
to call at that Branch.
. "I am advised that the Present visit of your Examiners
will be limited to a one-day examination of those fiscal
„agency operations relating to the R.F.C. and its subsidiaries.
Ills°, it has been suggested that before any other examinations
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"are conducted, your Examiners have a conference with Mr.
Smead, Chief of the Board's Division of Bank Operations, in
order to gain necessary background and to reduce the amount
of field examination at the Reserve Banks.

"Your letter also stated that you propose to determine
the approximate amount of the contingent liability of the
War Department, Navy Department and the Maritime Uommission
under Executive Order 9112 of March 26, 1942. It is sug-
gested that it would be desirable for representatives of
Your office to have a conference here in Washington with
those representatives of the Board, the Armed Services and
the Maritime Commission, who are chiefly concerned with
Regulation V loans under the Executive Order referred to.
I believe that a better estimate can be obtained in that
manner than through visits by your field examiners to the
Federal Reserve Banks in order to check individual loans
under Regulation V. e shall be glad to arrange such a
conference whenever you uesire.

"I wish to assure you that the Board of Governors
agrees with the general purport of your letter and will be
glad to cooperate fully in attaining the ends set forth
therein."

Approved unanimously, together with
the following letter to Mr. McLarin, Pres-
ident of the Federal Reserve Bank of Atlanta,
similar letters also being addressed to Mr.
Hitt, First Vice President of the Federal
Reserve Bank of St. Louis, and Mr. Leedy,
President of the Federal Reserve Bank of
Kansas City:

. "This will confirm Mr. Smead's telephone conversation
With you on larch 31 regarding a proposed visit at the Fed-
eral Reserve Bank of Atlanta on April 2 by Messrs. E. Roy
Bergholz and Va. Stanley Vlllis, examiners of the Bureau of
the Budget.
. "The Bureau of the Budget advised the Board that in
view of the continually increasing services being rendered
Federal agencies by the Reserve Banks and the substantial
sums included in the budget estimates of these agencies as
reimbursement therefor, it believed that it would be advan-
tageous to have the Bureau more fully informed as to the
nature of the services being performed and the method of
determining the charges relating thereto. A copy of the
letter from the bureau of the Budget and of the Board's re-
ply thereto are enclosed.
. "It is understood that the above-mentioned examiners
Will have a letter from the Reconstruction Finance Corporation
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are at this tiae to look into matters connected with the
Operations of the Corporation and its subsidiaries only.

"After the examiners have completed their visit it will
be appreciated if you will advise the Board in a general way
of the nature of their activities and of the matters in which
they seemed principally interested."

Letter prepared for the signature of Chairman Eccles to Honor-

able Robert F. ag V,ner, Chairman of the Senate Committee on Banking

Currency, reading as follows:

and

"This is in reply to your letter of March 31 in which
You ask for an opinion as to the merits of S. 914 which pro-
vides for the dissolution of the Regional Agricultural Credit
Corporation.

"I favor this bill because I believe that such agricul-
tural production for war as is not now adequately financed
through regular banking channels or through the Production
Credit Associations can best be provided for by insurance of
war crops. I favor enactment of H. R. 2029, which has the
endorsement of the 6ecretary of Agriculture, or of some simi-
lar measure, authorizing the Federal Crop Insurance Corpora-
tion to insure such war crops as the Secretary may designate.
This will enable private credit to flow directly from the
banks to the insured borrowers and will avoid the difficulties,
Particularly the competition, which result from direct govern-
ment lending when there is, as now, an abundance of credit
available through the private banking system.

"As a matter of general principle, I am for government
measures which have the effect of facilitating the flow of
private credit into production, whether in the field of agri-
culture, or other necessary private business activity, and
against measures t1- .t tend to supplant or compete unneces-
sarily with private enterprise. To the extent that the need
may exist for government aid to stimulate additional agricul-
tural production, I am satisfied that this general principle
and the war effort itself will be best served by reliance
either upon insurance of war crops or upon some similar form
of guaranteeing the producer against loss rather than upon
”tablishment of competitive government lending agencies in a
field already well served by the numerous banks in the agricul-
ti.lral regions throughout the nation, as well as by the Produc-
tion Credit Associations.

"The foregoing expresses the opinion of the Board of Gov-
ernors as well as my own."

Approved unanimously.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



525

4/6/43

able

Post

-23-

Letter prepared for the signature of Chairman Eccles to Honor-

T. G. Burch, Chairman of the House Committee on the Post Office and

Roads, reading as follows:

. "in your letter of March 4 you asked for a report indi-
cating the views of this agency of Government on H. R. 2001
entitled tA Bill requiring departments, agencies, and inde-
pendent establishments in the executive branch of the Govern-
ment to pay postage on official mail matter, and for other
purposes'.

"It Aould be in accordance with sound budgetary and ac-
counting principles to reouire of all branches and agencies of
Government that the cost of their utilization of the postal
facilities of the country be ascertained and charged to them.
Undoubtedly this would have the practical effect of requiring
them to pay closer attention to the question whether they are
making excessive use of such facilities and this is particularly
necessary in this period of increasini; shortages of manpower
and equipment. The requirements of the Bill, however, should
r!ot.be confined to the executive branch but should include the
Judicial and legislative branches as well. Such a measure
shoulQ give added assurance to the public that the Government
is determined not only to reduce unnecessary expenditures butto guard against wastefulness wherever possible.

"The Board would be glad to see such legislation enacted."

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.
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