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A s . A ,
Meeting of the Roard of Governors of the Federal Reserve

Syste
M wa "
¥as held in Washineton on Tuesday, May 4, 1943, at 11:0C a. m.

PRESENT: Mr. Fccles, Chairman
Mr. Szymeczak
Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary

Ir. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

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

afy
er rer
e
rred to was taken by the Board:

The i . oy
M.nutes of the meeting of the Board of Governors of the
edeI,
al j
es : o ~ . .
€TVe System held on May 3, 1943, were approved unanimously.

L
. ®tter to the Presidents of all the Federal Reserve Banks,
Ading ,
§ as follows:

]
e in;?i;:gt?y a quos?i?n arose as to whap contra?ts should
© guars 1n determining adjustments unger ?e?tlon 6 of
tiong in Efee,agreement. In order to gv01d 51T115r ques-—
Founting Ogi.iuture and.the.nece351ty for the uenera} Ac-
Rasic ol 1lce to examine into the correctness of the
Nayy poov2 used in such calculations, the ¥ar Department,
if, Gfgirtm&nt’ and Maritime Commiss?on will apprec%abe it
Ure a4+ € any computations are made in connection with fu-
fory ofJustmentS under Section 5 or Section 6 of the old
fuarantee agreement, you will endeavor tc have the
raﬁraoﬁ aSPeemth amended by the insertion therein of
@ent daied C) 9f Section 19 of Fhe fPrm of ;uarant?e aqrew:
0 the o April é, 1943, changing the words 'Section 6(A)
Paragraph to read 'Section 6°'.
OUr cooperation in this respect will be appreciated."

Approved unanimously.
Men
°Tandum dated May 4, 1943, addressed to the Var Loans Com-

by' }r
“r. Smead, Aeting Administrator for the Committee, referring
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to th
e
telegram which was sent to the Presidents of 21l the Federal Re-

SeI'Ve B
anks under date of May 1, 1943, with respect to the proposal
that 3
if o . 5
a flncnc1n§ institution charged a borrower a commitment fee in

Connecy 4
Ction vy :
N with o loan guaranteed nursuant to Executive Order No. 9112

of Marc
h 26, 1942, the amount of such fee should not exceed 1/4 of 1

Per oq
nt
Per annum on the undisbursed portion of the loan, and also

that
N0 terpys 5
Tmination fee, service fee, or other fee of a similar char-
acte
r
) €Xcey . . 3 P
=Dl Charges covering out-of-pocket expenses of a financing

ing :
titutlon, mi[‘ht b = " <
8 e charged a borrower in comnection with such a suar-
&ntEQd loan

3 The menmorandum, after stating that all of the Reserve
Q)

Tks
€Xce
Pt Boston favored the proposzl, reviewed the comments maade

Y the g
i ks in connection with it and suggested that the following
opOSed
& belegram to the Presidents of all the Federal Reserve Banks
Stbny 4, ,
ted to the Viar Department, Navy Department, and Maritime Com-

miSsi
On fq .
I their approval or such suggestions as they might wish to

"Rep
3 i 3 . . "y
eﬂt,r§lng our wire May 1, after consulting with War Depart-

Serve BZEK Department, Meritime Commission and Federal Re-
inancin- By BQard.has decided that in any case in which a
COHneit}nstlFutlon charges a-borrower a commitment feeﬁ
SCutyye - lon with a loan that is guaranteed pursuant to Ex-
1 Pe rder 9112, amount of such fee may not exceed 1/4 of
tha, nCEnt Per annum on undisbursed portion of loan; also
lap o 2 ?ermination fee, service fee, or other fee of a simi-
of 4 i£¢ct§r, except charges covering out-of-pocket expenses
nection ancing institution, may be charged a borrower in con-
that i W}th such a guaranteed loan. As experience shows
Cage, Mmitment fees are charged only in a relatively few
ang i; thrd %s not issuing a press release in this matter
applicat?ansmltting it to you for your zuidance in handling
lons for Regulation V loans."

Approved unanimously, with the under-
Stand?ng that if approved by the services
he wire would be sent promptly to the Fed-
eral Reserve Banks.,

SER
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.
Memorandum dated April 28, 1943, from Mr. Parry, Chief of the

iV’i si
on . \ - Tt 3
of Security Loans, and i{r. Thomas, Assistant Director of the

mﬂi
si
°n of Research and Statistics, reading as follows:

1ette;2Ver the past few months we have.receivgd 2. number of ,
Presgip and some ve?bal cown?nts from industrial ba?Kers ex~
duStriaf gheIV1ew‘tnat the figures on consumer credit of in-
e Boarq anks, the collection of which was taken over by
°°Trecil from Fhe Depgrtnmnt of C?mmerce, do not.reflecF .
instituty the changes in consumer 1nstalm§nt credit at their
1o rpstIPns. It is contended that th§ flgur?s reported are
“Stricted wholly to consumer credit but include other

0§§2§; S0 that the large decline in the instalment part is
mﬂindeEd by smaller declines or actual increases in the re-
on Outréa For this reason the effect of regulatory policy
iVureS anding credit is net accurately reflected in the
aéhedi: Several exhibits supporting this point are at-

!
fieléRﬁpresentatives of the two trade associations in the
ave for some time urged a change in the reporting

Sys

zﬁﬁzm" Mr, Richard Stout, President of the Morris Plan
tary 'S! Association and Mr. Myron Bone, Executive Secre-

i °f the American Industrial Bankers Association both be-

lleVe

that tﬁze f?gures are inadqua?e and have sgid infor@ally
with they Will support a revision of reporting practices
€1r members,"
are notewaGCif%c o?igc?ions raise@ to,th§ present series
right i olly gustlilea, but Fhe 1ndu§tr1al bankers are
£rom A &sserting that the existing ?1gures taken over
Teety © De?artment of Commerce are, in some respects, de-
Figures reported by individual respondents do not
M0 a great, many instances with the consumer credit out-
of ¢ esé ;?Own on gondition reports or regist?at?on stgpemams
irms, and they also show random variations which
rosy explained. Furthermore, re:orts‘are collected_from
th el Number of.respondents than would be necessary, if
ny tgnt rep?rtlng basis were sou?d.a?d dependable.!
Tepg inDOUgn m1n§fu} of the responsibility pot Fo make the
as M ?f stetistics any mo?e‘bgrdensome in ?1m§s su?h
rieg ’ dnd‘of the public cr1t1c1sT that statistical in-
erieg Ere }1ke1y to arouse, we believe that the present
tioned sboulﬂ be amended so as to correct the faults men-
Proye tﬁ Ove. We recommend, therefore, that the Board ap-
Bag € plan outlined in the attached memorandum from liss

aArd .
anq % &nd Mr. Robinson, including the attached table forms
Subjezttersy and authorize the staff to nut it into effect,

to such minor revisions as may prove to be desirable.

SER
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"An .

devzlsupstantlal changes from the basic plen outlined here,

the Boplng for unanticipated reasons, will be referred to
oard for further action."

Approved unanimously, to-
gether with the following letter
to the Presidents of all the Fed-
eral Reserve Banks:

1
Credi;ng ?E}iabi?ity of‘?ur curren? figures on consumer
in Porent ;ndustrlal bannlgg companies hai.been quesﬁloned’
asSOCiatio onths by respondents and by officers of the trage
Series WEsn?'t? which Ay belong. ?hen the consumer credit
ot Lnduet }?ot tr?ns;erred, sev?raL.Reserve Banks fo?nd 1
een GCidegldl banx§ were repor?lng 1pcorrectlz, but 1t‘hau
Partment, of Cto continue the series taken over from the De-
s ommerce without change until the need for re-
ang thewiifClear}y evident. Op the basis of our experience
ably cgrta.ormatlon furnlsbed by respondents, we ar§ reason-
View iq suln that Fuch’neec has now been establlsheu.. Tpe
reprQSentippOPted by tn? he?ds of the two trade associations
' 1ng these institutions."
collecgigiew of this, a.plan has‘been To?ked up cove;@ng the
or Compay 0? current figures and provision of back fizures
t Prone ative purposes. Th§ reasons for the cbange and
v ¥ia Sed forms are shown in the enclosed staff memoran-
bot, i QShOUld appreciate having your comments on the plan
being Segsneral and in detall: §1nce this proposal is also
1ibert- to the trade associations for comment you are at
ay J to consult industrizl bankers or others who might

e
e ¢ " X .
of ¢ Pful ideas, We should prefer, of course, that notice
1

vlslorl

is ;
; utnroposal not get into the press as yet."
ure correspondence on this subject should be ad-

dI‘e
Ssed " 5 S 0 o
to Woodlier Thomas, Division of Reseesrch and Statistics."
J

Unanimous approval was also
given to letters to Mr. Richard H.
Stout, President of the Morris
Plan Bankers Association, Wash-
ington, D. C., and to Mr. Myron K.
Bone, Executive Secretary of the
American Industrial Bankers Asso-
ciation, Fort Weyne, Indiana, en-
closing copies of the memorandum
prepared by Miss Baird and Mr.
Robinson and requesting any obser-
vations they might make about the
practicability of the plan as
proposed.
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Lettep to the Comptroller of the Currency, reading as follows:
"It 3 o 0 3 Vo . -
With the 18 respectfully requested that you place an order

& G Bufeau of Engraving and P?inpina, sggplementing

ederaieg of June 17, 1942, for printing of ocL,OOO{OOO of

Reserve BeSFrVe notes of the 1934 Series for the Federal
an< of Atlanta in the $20 denomination.™

Approved unanimously.

Thereupon the meeting adjourned.

Secretary.

ADpI‘oVed:

A

Chairman.






