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A eeting of the Board of Governors of the Federzl Reserve
Sten |
¥as held in Washington on Wednesday, Mey 12, 1943, at 10:30 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Cheirmen
Mr. Szymczak
Mr. McKee
Mr. Dreaper
Mr. Evans

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairmen

Mr. Thurston, Specizl Assistant to the
Chairman

Mr. Dreibelbis, General Attorney

Mr. Leonard, Director of the Division of
Personnel Administration

My, Vest, Assistant General Attorney

Mr, Wyatt, Generasl Counsel

Mr. Leonard stated thet he had had & further talk with Mr.

Ckin
g .
Yan » Associate Director of the Bureau of Program Requirements, War
pQWer v
C S s ’
th OmmlSSlon, with respect to the request thst had been made by

VB
O&I‘d that the Fed - . .
ity ederal Reserve Banks be declared essential activ-

* Ing tp.
that Mr. Stocking had stated that the Review Committee of the

Comps
Ssion
Mo, had taken the position that the Federal Reserve Banks were
Govemment
a
Qlas s
Slfie d
Ess 85 essential activities was to be discussed tomorrow by the
erltial Act
St

gencies and that the question whether they should be

i ivities Committee of the Commission. Mr. Stocking zlso
e
’ MI‘.
Leonard said, thet the sugzestion haed been mzde that the
8 w2
Mgy,
th be Cclassified as needed local activities but that one of

® 4
fficut ;s
Culties of this procedure would be that the Banks could be so
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Sifieg < " ;
fied in only three out of four group areas which would exclude
Ston 3
8nd New York and four or five branches of Federzl Reserve Banks.

“onard edded that it was clear from the discussions that the Com-
/

Ussiq
T Was reluctant to classify the Banks as essential activities,

anq ¢
; hat be hzd informed Mr. Stocking that the status of the matter was
0

e
Teported to the Board at z meeting this morning, thst the Board

% meet
e .
ing wity the Presidents of the Federal Reserve Banks later in the
Yook,
3 > 80d that the Board would like to hzve some indication before that
lme as
to wWhether the Banks could be so classified.

t Chairman Eccles stoted that if the Commission were inclined not

0 Cla s
SFS
Iy the Benks as essential it would be his suggestion thet a

Teqy
est,
be made that o decision on the matter be deferred, with the

Ught 4},
that the whole subject would be reviewed by the Board with the

ent, . -
S of the Federal Reserve Banks while they were here during the

latt
er ,
o PEXY of the wesk and, if the situastion with respect to menpower
he 3
b WKs wepe ag critical as previously stated by the Presidents,
&

Oarg 5 4
Vo Would inform the Treasury, War, and Navy Depertments and the
iy
e .
B COmmlssion thet the fisczl agency operztions for the Treasury,

egula:i:perations for the services and the Maritime Commission under
the s nv, were threatened with a breakdom because of the lack of
tio ssary menpower, and Mr. Byrnes, Director of Economic Stgbiliza-
. 7 ould pe informed that, because of the unwillingness of the War
“Ilmwer , . ’ i

SYst Smuission 44 classify the Banks as essential activities, the

on v
as .
tny Mot in g position to undertake the additional responsibility

olVed .
it
1 the Proposed executive order which would confer upon the

SER
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°a“iauthority to regulate the use of credit for purchasing, carrying,
0
rtrading in comnodities, real estate, or securities.

In the discussion which ensued of the position of the Federal
eserveBankS if they were not classified as essential activities, Mr.

Leg

Napg
; Stateq that he and Mr. Clayton had been given the assurance in
he

r
onversations with Mr. Stocking that they would be informed be-

r()r
Ehan 2
4 in the event it appeared that an adverse decision was to be

ade
% the Board's request.

At the conclusion of the discussion, it
was asgreed unanimously thst Mr. Leonard should
advise Mr. Stocking that, if it should appear
that the request for the classification of the
Federal Reserve Banks as essential activities
would not be gramted, the Board would like to
have the War Manpower Commission postpone a
decision pending further discussion with rep-
resentatives of the Board, which would give
the Board an opportunity to discuss the mat-
ter with the Reserve Bank Presidents and with
other agencies of Government whose interests
might be adversely affected by a negative de-
cision. If such postponement occurred, it
would be on the grounds of the public in-
terest involved and the responsibility that
rested with the Board to endeavor to see
that a wrong decision was not made.

A "
b this point Mr. Leonard withdrew from the meeting.

the ¥, Ranson referred to the earlier discussions by the Board of

reque
Pogq St of the Department of Justice that the Board (1) permit rep-
nt,

ati . .
g V€S of the Department to examine all registration stztements
9

Re

“&h Sulatjon W at the Reserve Banks and to take from these statements

forgag ion g

2) &s they deemed desirable regarding small-loan registrants,
Dermi
t .
D%a 1N special cases, to be determined by representstives of the
I‘tmﬁmt

o) . . " ;
£ Justice, the making of photostats of registration ststements,

RASER
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d (3 .
) Permit in some instznces, to be determined by Department of
ustiCe
representatives, follow-up investig:ztions by Federal Reserve
Bany o
v- 3
®stigators for the purpose of developing further informstion

fQI\ t
he :
q Department. Mr. Ransom stated that in accordance with the re-
Uest, 5
1
the Board he had discussed the matter further with Attorney

Gene
ra) i
Biddle, and that subsecuently Mr. Ureibelbis had conferred with

I‘epl‘e

S ent »

: aives of the Antitrust Division of the Department and had sug-

ested
£

> 1O the reasons set forth in & memorandum prepared by him under

date
of M
& 11, 1943, that an arranzement be made under which the request

of th
€ De
i Partment would be acceded to only to the extent of meking the
gistrat‘
m&i 1on statement s available to representatives of the Antitrust
Sion,
> ¥th the understanding that any information obtained would be

e ardan

Omy ::j:fas confidentizl, would be obtzined by means of the Department's

smuhes > ®Nd would be used only as a lead to obtain evidence from other
L that, if for any reason the situation in this respect

ewiii;dthe Department would subpoena the records or the problem would

°ut on some other mutually satisfactory basis. Mr. Ransom

Went
ST

i S&y that, because of the possible adverse effect upon coop-
lon

he v the Public in the observance and enforcement of Regulation W,

w&s
VEry reluctq . 5 e . s
the ant to meke the registration statements available to

tit,
ru S e e
St Division but thot he had come to the conclusion that the

8 not
tin o position to decline the request of the Department of

J

ustice, i

l%mt ®t the arrangement proposed by Mr. Dreibelbis represented the
hat

bhat €ould be done in the dircction of grenting the request, and

e 5
Boarg were not willing to take that step the only alternative

SER
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Wag .

to decline the reguest. He added that he had given the metter cere-
iy

cOnslderation and would recomaend thet the Boerd approve a letter to

the o .
Department of Justice which had been prepsred by Mr. Dreibelbis, &nd

Whie
h Mp, Ransom tead.

The matter was reviewed from the standpoint of (1) the commenda-
: ®bJective of the Antitrust Division of the Depertment of Justice of
de
Veloping Sufficient information to permit action against a group of
8
Wﬂl~108n Companies which were in the "losn shark" class and under more

Op 1
€8s . 1 wen -
( ommon ovnership ond which were preying on smell wage earners,

e = ~ e g w

ddverse effects on public support and enforcement of Regulation W

Why ) )
Ch ms
B4 s o

i 2ght result if registretion statements were mude availsble, and (3)

he

oa . -

o I'e:l-é‘tions‘m'_ps of the Board and the Department of Justice end,

3 L. o s
Tom any legel questions involved, the desirability of the mainte-

ey,

Ce

of 3 4] Vo) 3T
Cooperative relationships between the Board aznd the Department

<8 GoVemm
ent agencies.

A . . . . 3
N t the conclusion of the discussion, Chairmen Eccles suggestea

: POsition should be taken with the Department of Justice that the
Mg

Yy Sranteq to the Board under Regulation W were specizl powers in the

e, N Were conferred upon the Boazrd, that such use might cecuse ir-
RJury to the public support of the reguletion szna the ebility

th‘d to

administer it in the future as well as the sbility to prop-
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the
Boa 3 . = .
TG in another executive order which had been proposed, snd thet

L th :
¢ Boarg declined the rejguest it would be for that resson znd not be-
Cause
°f any 1ack of sympathy with what the Department wes trying to ac-
Com
mpl i
*8h in thig particular case.

: Mr. Ransom said that he told Lttorney General Biddle the lest
ime

3 e Wetter was uiscussed with him thet if discussions with the inti-
e Dlvision aig not result in & solution of the problem thst was satis-
¥hery o the Bosrd he would like the opportunity of taking it up again,
Othqt the Way was open for e further discussion with Mr. BRiddle if the
Gk Shoulg feel that that was desirable.
It was sgreed unanimously that Messrs.
Eccles end Ransom should heve a further con-

ference with the Attorney General regarding
the matter.

Y There Was then presented a memorsndum dsted April 16, 1943, from
AttOrney, submitting & routine recuest from the Chairmen of

&nd Currency Committee of the Sénate requesting a report on

H&n : 986 which would eliminste Federal Deposit Insurence Corpora-
ts ﬁsessments peyable by insured banks on deposits secured by obliga-
the United States. The memorandum reised the question whether

“N¥y reason in this case to depart from the Boazrd's general

Dollc
V of
kiy, e

t Submitting reports in response to routine reguests of this

tbsence of circumstznces which would mske the submission of &

There was unenimous agreement that o re-
bort should not be submitted at this time but
that the progress of the legislation should
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be wztched by the Legsl Division so that, if
it should aopesr that a report should be sub-
mitted or that a representztive of the Board
should appear at hesrings on the bill, the
necessary action could be tsken.

In Connection with the above matter, Mr. Ransom suggested that

n ¢y,
er .
i ubure when a routine or other reouest was received from Congress
Or .
= Trepo . . . : -
POrt on proposed legisletion, it be circulated zmong the members
§ g ) g

€ Bo-
0ard so that any member of the Board would have an opportunity

to
Sugges
SeSt thet the mstter be discussed or that a report be prepered.

airmn
an
ECCles suggested that in order to save time the reguests be

bl

aCed
on y L3 2 3 »
Wh. the Gocket with z recommendation from Mr. Ransom in each cese
eth

er
& Teport should be made.,

Chairmen Eccles' recommendetion was
approved unanimously.

R
byhm eference was mede to an undsted letter adaressed to the Board

Li .
chtensteln, Secretary of the Federal Advisory Council, asking

that
he pe .. . '
€ advised of eny subjects which the Board desired the Council to

diSc
USs at 4
1ts next meeting, the date of which had been set for May 23-

The Secretary was requested to advise
Mr. Lichtenstein that the Bozrd had no tooics
to suggest =t this time.
Ixt t\ .
1S point Mr. Evens left the room.

Bef .
ore this meeting there had been circulsted among the members

of 4
he
O&rd - ) o - . .
aﬂmmo ¢ memorandum deted April 23, 1943, from Mr. McKee, submitting
randum
Qphﬁ i dateq April 21, 1943, from Chairmsn Eccles in which the
Oon

Wag a- .
eXPressed that the letter to the Presidents of 211 the Federal

SER
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“
— O —
eSeI\
Ve B ;

ks with reg pect to the scope, procedure, aznd freouency of ex-

n&tl

o
18 of membep banks, w

On

Yarey 17, 1943
3 3
"‘mln

hich was epproved at the meeting of the Board

Overemphasized the importance of maintaining bank ex-

atlohs on =
¢ pecce-time schedule.

o

Cha
airman Eccles steted that since writing his memorandum he ha

CUSSQ
@ th : :
L € matter further with Mr. McKee, that in the circumstances,

Clugy.
ng t,
e B¢ fact that under the law the Office of the Comptroller of

ov

y 7 vias rejquired to mcke two examinctions of national banks each
oo > thep

e L . \

int dd not éppear to be any other position for the Board to take

nﬁtt er -

Somg & this time then thet stated in the letter, but that if

Way
Coulqg
ti @ be found to do so, in the interest of the menpower situa-

" he W
oul
4 like to see examinsticns practically discontinued during

the

might be necessary to out themselves in sound condition.

The .

Sapg feeting then recessed and reconvened et 3:15 p.m. with the

dttendanCe
By

g
W as
in

Lo “ttendance end Mr. Parry, Chief of the Division of Security
NII‘ ThOm, B

&S at the close of the morning session except thet Mr.

» fissistant Director of the Division of Resezrch and
Semuﬁ e, Brown, Administrative Assistant in the Division of
* Were also present.

Congs -
OnSlqer&tion was given to a draft of reply prepared et Chairman
& letter received by him under date of April 19, 1943,
requesting thet Chairmen Eccles give an enclosed out-

Uggest g . .
ted legislation to provide intermediate and long-term creuit
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eri -
! €8 small business enterprises careful consideration and place
fore
% the Boarq of Governors "for such action and suggestions as
U coly
€ct i S TN - - 3 .
0 tlvely or individually may wish to make to our Smell Business
0

'tteen

% + The reply had been prepared as an expression of Chairman
tle
st

bers s ;
5t °nal opinion, and Mr. Draper had sugsested thest it be con-
Wereq

b
g v the Boarq vith a view to seeing whether the members of the
™ woul g
< be agreeable to having it mede a Board reply.

The draft was discussed, and Mr. Morrill
Was requested to make certein changes in the
letter in accordance with the discussion, to
convert it to a reply which would spesk for
he Board as such, and then to resubmit it to
the Board for =pproval.

T
here Was also

oy oresented a memorzndum dated March 29, 1943, from
Telbelp;

Pagsy » Stating that the Board had received a number of letters
"2 the qu

collectin

%

estion of 2 bank's right to charge the holder a fee for

B out—of_t oy check, that heretofore the Boerd had held
Charges yey
hy
subscribe to

t .
terc i Conclusion, and that it was his opinion that the bet-
Onst, I'uct
Qases‘

ha Such

phﬁgr _ e affected by the so-called Hardwick amendment to
ap

0 y
T section 13 of the Federal Reserve Act, that he could not

a : . .
°R of the amendment was that it did not apply in such
€ memops,
‘SZMn Morandum had been circuleted before this meeting, and at
C2akt
si'tic;n Tequest Uy, Dreibelbis discussed the reasons for his po-

€ w
x'ulings fole matter was discussed in the light of the previous
0

he
Boarg on this point and what the effect would be of a rul-

n
bﬁSed on u
.

Dreibelpigt opinion.

At the conclusion of the discussion, the

Slst'r Was referred to a special committee con-
Withlig of liessrs. Szymczek, Ransom, and Clayton

ower to act.

hatt e
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Te MeKee referred to informal discussionswhich had been had

Mthur .
i ToWley, Chairman of the Federal Deposit Insurance Corporation,

b pe
8
Pect to 4 reduction in the maximum interest rate prescribed by

t
he Board|s Regul

ation Q, Payment of Interest on Deposits, and the Fed-

Sps
Depo .
S
it Insurance Corporation's Regulation IV, that might be paid

¥ Denes &nd o

Mgy nmember benks, respectively, on time and savings de-
§

) ang ; .
he lNquired as to the attitude of the Board with respect to

&p
e :
duCtlon in the p

th&t : aximum rete. All of the members present indicated
. e the FEdera
edm"tion to

t'lon

1 Deposit Insurance Corporation were agreecble to a
+-1/2 per cent in the maximum rezte prescribed in its regula-
3 they
W

Iy Re old favor g similar reduction in the maximum rate prescribed
gu‘lation Q

Draperts request, Mr. Carpenter read a memorandum addressed
v Mr. Draper under date of May 10, 1943, as follows:

nh
;rlce ofrtez g relatively quiet period which followed the issu-
a&s €Come tresldent’s Thold-the-line! order, the stock market
w:‘:o s, W}Sl.rong and active again. Public trading in margin
&bgk S5 V“’h on balance continues to be on the buying side
Ut 50y oi':eelfs has increased further so thst now it stands at
s> to &l the totsl, The emount of credit extended by bro-
abQO:OUo’OOOrﬁCuStOmers has also increased--to a level of
Drive the 10,;#2 at the end of March which is about $120,000,000
to o8 frop 4y Vel of last August. The increase in stock
S ?bOut 60% © low level of esbout a year ago has now amounted
e fﬂ:Jv hese prices are now (May 8) at a new high lev-
p ev&ilegment and are within a few points of the level
&ly "Possible before the fell of France in May, 1940.
st,%iequremem erd action at this time to increase the mar-
Pri,” and Derhs Would be designed to moderate speculetion in
Iy 05 T i 3PS restrain further violent advances in stock
bep Drices, a5 1s‘t° be at all effective in restraining mount-
re 5 b “Perience has shown that such action must be taken
Market gets too strong.
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i :‘[S‘Ie)p;'ipr‘iate action A':Jt this.particular time wou_]{_-:i be to
0 the 557 i Present, marzin ?egu}rements.from t?e 40% level
to the ‘ evel. This would bring margin requirements back
filghest level &t which they have ever been. If nec-
aps e EOUlglbc followed liter by a furthgr in?r?ase (per-
100z maint OFlUQ%), and e & lost resort by imposition of a
subject toeﬁifce r?gulrement ag§1nst marg%n agco?nté and lo?ns
© note 4 tngu%atlon U. In this connection it is interesting
leVel a under the former stetutory formule the average
Yeap frommirgln requirements would have risen during the past
Many stocksefs tpan 30k to zbout 40k, with requirements on
b e i at tng absolutely.stetu@ory masciman of 45%.
he < t'e Board were to tezke such action, it should at
T ang lme mzke certein technical changes in Regulztions
?emuiti“ ?0 stiffen the rule against withdrawals of cash or
omng by, énd t? simolify the requirements relating to brokers!
Orrowings. For 'Specialists', however, for techni-
> the withdrewal rule should not be tishtened and
Tequirements should be left =t their present level.
&re some incidentel policy questions to be consid-
ance 3 Should the Board discuss the proposed action in ad-
i e President of the Stock Exchange; 2. with the
Sntaty 5 tb? S.E.C.; 3. with Mdr. Byrnes or some repre-

s Callegli OL?}C?? As a mutter of procedure some aecl-
oy finﬁi or yltn.reference to these Pollcy questions.
aﬂdon & “+ Question is one of timing. Should the proposed

Oardi g oowaKen while certain possible steps to broaden the
¥rred 1y iersyare still pending, or should this action be de-
oo 08 thig Q:Zfs‘steps have beenrt@kgn ?r“vlsyar:ed? In gn—
co:llon the féctut}?n’ I pope the Doarn-w1l% take into consiu-
Upo.., COVer the f‘“dt ?Cth? under the‘Boara's ?res?nt powers
Wizgn 3% e T leld in Wblch Fne need For ection }s‘most .
Powe resPGCt,to € Oyganlzea ma;a?ts in ll§tea securlt%es. Action

rs, Coulq btunl}sted securities, possible only under new

€ teken later in case these new powers were grented.”

reg
the x SC_Jns
argin

"There

Were ??? qu63§ion§ ?aiseq in thg memorandumn
Chair;qbcgssed end it was agreed (l)_thet
‘&irﬁZ? EiCI?S would call Mr. Purcell,
Oﬂmdss} of tng §e2ur1t}?s and ?gchagge

ey {hlon,‘agu inform him confidentially
of inch'Bgaro was considering the matte?
by Re"ulis}ng mergin fequlrements‘?rescrlbed
have {h atlong Ppang annu‘woglu like to
dﬁSirgb?lYleWSqu the Comuission s to the
5 Wfic; ity of that action and the extent

! 1t should zo, znd (2) that the
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matter should be put on the docket for
consideration at the meeting of the Board
on May 18, 1943.

M thig ]

T t this point, Messrs. Thurston, Parry, Dreibelbis, Vest, Wyatt,
Oag )

> &d Brown withdrew from the meeting, and the action stated with

831
Poet o each :
the : of the matters hereinsfter referred to was then taken by
Oard:

The
Feq ® Mindtes of the meeting of the Board of Governors of the
er

es
°rve System held on May 11, 1943, were approved unanimously.

Me
Diyy ToTandum dated May 10, 1943, from Mr. Paulger, Chief of the
Ston o
f Cq Examinations , recommending that the official headquarters
rl

¥
Q Adams’ As

P sistant Federal Reserve Exszminer, be changed from
&
S0, Illinois )

» to Omsha, Nebrasaka, effective Mey 16, 1943.

Approved unanimously.

Lett,er to

Y "The Hill County Stete Bank of Havre", Havre, Montana,

in
€ as ¢ ollows

||T
al arr}a]fl Board 1 glad to learn that you have completed
re], gemer}t,s for the admission of your bank to the Fed-
System and takes pleasure in transmitting
T wiiomal certificate of your membership.
thy 1 be appreciated if you will acknowledge receipt
cemlficate,n “

Approved unanimously.
egr-a
a‘lended ST8M to the Presidents of ell the Federal Reserve Banks, as

Owi . :
g Maxvit. 1€ submission to the War Department, Navy Department,
S it oee
aetion bl CMission for their suggestions, in accordance with the
en Et
the Meeting of the Board on May 4, 1943:




n
mi;i?rﬁzn% our wire May l,.a?ter ccn§ulFing with War Denart-
s BX} erartmen?, Mar}tlwe Comm13519n and.Federgl Re§erve
§13n;nci§rq,has.d60}deu that hereafter in any case in which
n coﬁnectg }HS§1tut10n charges.a borrower & comnitment fee
Seutiye Orégd ?1EE a loan that is guaranteed pursuent to Ex-
Per cent =0 112, amount of such fee mey not exceed 1/4 of
0 erminthGF ennum on Pnalsbursed portion of loan;.a}so that
characterl lgn Tee, service fee‘3 or other fee of a similar
a financiéqefCQPP charges covering out-of-pocket expenses of
tion With S 1nstitution, may be charged a borrower in connec-
cmmﬁtmentsﬁch & guaranteed loan. A§ experien?e shofs that
Oarq g note?s are called for only in a r?latlvely few cases,
?ansmittin 18suing & press release in this ma@t?r and 1§
tlons o € 1t to you for your guidence in handling applica-
Regwlation V loans."

Approved unanimously.

Thereupon the meeting adjourned.

Sec}etary.

Appr()ved .

/

Chairman.






