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o A Meeting of the Board of Governors of the Federal Reserve
Stenm y, s

a %8 held in Washington on Vednesdey, Mey 19, 1943, at 11:30
m,

PRESENT: Mr. Eccles, Chairmen
Mr. Ransom, Vice Chairman
Mr. Sgzymeczak
Mr. Dreaper

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr, Cleyton, Assistant to the Chairman

Th
® action stated with respect to each of the matters herein-

Wtey
Te
ferreq to was taken by the Board:
Th
= ® minutes of the meeting of the Board of Governors of the
e
S€rve System held on May 18, 1943, were approved unanimously.

Me
Diy MOTandum dated May 15, 1943, from Mr. Leonard, Director of the
8ig

0 of ,
Toty Personnel Administration, recomménding that Herbert A.
8o

0 he

e 8Prointed Administrative Assistant in thet Division on a tem-
8
v bagig

¥,
»600 Der o
th

for an indefinite period, with basic salary at the rate of

" Onum, effective as of the date upon which he enters upon
pel‘fc’l"mance

lmual of his dquties after having passed satisfactorily the

p N
hyslcal €Xemination.
Approved unanimously.
Memo
Mg T@nda of this date from lr. Morrill, recommending (1) that

A Holley and John R. Simms be appointed as cafeteria helpers
ta

T¥'s Office on a temporary basis for a period of not to
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?meed 80 days, each with salary at the rate of $1,080 per annum, ef-
:emﬁve lay 19, 1943, and (2) that the resignation of Dorothy Oliver as
e;meteria helper, which was attached to the memoranda, be accepted
Tective a8 of the close of business on May 27, 1943.
Approved unanimously.

Memorandum of this date from lir. Goldenweiser, Director of the

Divig
ion
°f Research and Statistics, reading as follows:

n

on g mghe.Treaspry wishes to appoint a Federal Reserve man
bankingssion which it is sending to Honduras to review the
is needez tuation and help establish a central bank if one
erreg 't The Honduran request for assistance was re-
3805 byt 5 he State Department to the Treasury some months
Teag it has only now come suddenly to a head. The
Gove Urz 18 under the necessity of letting the Honduran
Whiep itnt know immediately the make-up of the mission
from the §P0p0§es to send. The problem of freeing a man
Deculiar] oa?d g staff for this purpose at this time is
conVEHieﬁy dlffl?ult, but it can be solved. If no more

Sedeq 1, :olutlon can be found, Mr. Triffin, who is

oarg!y ¢ fhe_central bank job in Paraguay in which the
available ? fis playing the leading role, coculd be made
T Trea Or a limited period on the Honduran mission.
t ;iy 18 sending Mr. Bernstein, gssistant director
* Whi e'slt?’.a?d Mr. de Beers, a Latin American man in
. Bove division., It would like to inform the Hon-
Sion, e nrnWent today of the make-up of the impending mis-
the undersf Mr: Triffin's neme for the third man, but with
that See anding that we can substitute another man if

n, S better to us,

efore i§°p¥ of the proposed Treasury statement is attached.
whether t °&n be sent, however, it is necessary to ascertain
o g s .0 Board is prepared to send a member of its staff
. exn0f this character to Honduras. The period in-
i e exDJGCte“ to be about five weeks; and each agency

avelin *?cted to pay the salaries, subsistence, and

S ©Xpenses of its own men."

W s
Volveq s Lo
Woul

el Unanimous approval was given by the
mages -8 of the Board present to lir. Triffin
wit;;ng the trip as a member of the mission,
the understanding that he would be re-
riur?ed for expenses incurred by liim on the
. P in accordance with the current travel
®8Wations of the Board.
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In taking this action, the Board au-
thorized Mr. Leonard, as Director of the
Division of Personnel Administration, to
address a letter to Mr. Triffin's draft
board requesting that he be permitted to

leave the country as a member of the mis-
sion,

L ‘
Stter to ur, Brainard, Chairman of the Federal Reserve Bank

°f Cle
Velang, reading as follows:

n
ter 4 In accordance with the request contained in your let-
ment ¢ ay 10, the Board of Governors aporoves the appoint-
Sral Reg r. R, B, Hays as First Vice President of the Fed-
the une;:?ve Bank of Cleveland, effective July 1, 1943, for
28, 19h6“lred portion of the five-year term ending Februzry

e 4 r;t he Board understands that Mr. Zurlinden, who be-

it 1943 bired member of the Retirement System on January
has exp;e ut has continued to serve as First Vice President,
With the gsed his intention tc retire from active service

e 20K on Jwne 30, 1943.
May 10 z Other promotions referred to in your letter of
Olinendg iVe be?n noted and it is understood that the rec-
Shortly‘uons With respect to salaries will be submitted

Approved unanimously.

ett
ST to the board of directors of "The Farmers Bank of

e, 5
» Erie County, N. Y.", Soringville, New York, stating that,

OCQ’-
Nditions of membership numbered 1 to 6 contained in the

and the following special condition, the Board ap-

tmnand ® application for membership in the Federal Reserve Sys-
f()r th
e

OfNew e approoriate amount of stock in the Federal Reserve Bank
Ork:

n
. P.
Tlor t, .
© admission to membership, such bank,if it has

eliminatady done so, shall charge off or otherwise
Tenopt € estimated losses of $5,76L, as shown in the
Made 1. - ©Xemination of such bank as of April 3, 1943,

by p
N Y an examiner for the Federal Reserve Bank of

b YOrk,n




19/43
vl
Approved unanimously, together with

& letter to Mr. Sproul, President of the

Federal Reserve Bank of New York, reading

as follows:
ﬁpprO"The Board of Governors of the Federal Reserve Syst?m
rie gzs the application of 'The Farmers Bank of Springville,

follows:

In tpe uty, V. Y.r, Springville, New Yorkx, for membership
scribedFederal Reserve System, subject to the conditions pre-
Orwepg in the enclosed letter which you are requgsted to
Copieg %0 the Board of Directors of the institution. Two
Your fiof Such letter are also enclosed, one of which is for
Varq 4 1es and the other of which you are requested to for-
for hio the Superintendent of Banks for the State of New York
-8 Information.
Prescrigandard condition of membership numbered 6 has been
me i ed in order that its provisions may be invoked at agy
8ccorgy e ?uture if necessary, but as in other cases and in
t hce with the general authorization previously g?anted
COnditiooard» you are authorized to waive complian?e.w1th the
Plieg ton until further notice insofar as the condition ap-

State funds which are given statutory preference in the
of New YOI’k."

L
a1y a;ihe Boarq ig glad to learn that you have completed

era) p. l€ements for the mamission of your benk to the Fed-
With ¢ ;Grve System end takes pleasure in trensmitting here-
OTmal certificate of your membership. '

n
of Tt winy be appreciated if you will acknowledge receipt
thig pp Y
Certificate,n

Approved unanimously.

ton
' Teading g5 follows:

n
1943, This refers to the resolution adopted on March 23,
bank'e Gpe board of directors of your bank, signifying the
Powerg he“lre %0 surrender its right to exercise fiduciary
STetofore pranted to it.

736

Le
tter to tpe "Austin State Bank", Chicago, Illinois, reeding as

Letg
¥er to nqpg First National Bank of Mount Vernon", Mount Vernon,
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"The Board, understanding that your bank hes been dis-
Chargeg Or otherwise properly relieved in accordance with
Be law of 11 of its duties as fiduciary, has issued a
formay certificate to your bank certifying that it is no
ONger authorized to exercise any of the fiduciary powers
Covered by ghe provisions of section 11(k) of the Federal

iiiirve Act, as amended. This certificate is enclosed here-

fa "In this connection, your attention is called to the
el Shet, under the provisions of section 11(k) of the Fed-
2l Reserye Act, as amended, when such a certificate has
Seen issueq by the Board of Governors of the Federal Reserve
Ystem o g national bank, such bank (1) shall no longer be
%o the provisions of section 11(k) of the Federal
% Serve Act or the regulations of the Board of Governors of
ee Federa) Reserve System made pursuant thereto, (2) shéll
N *0%1tled to have returned to it any securities which it
foi % Ve deposited with the State or similar authorities
ot oo PrOtection of private or court trusts, and (3) shall
SXercige any of the powers conferred by section 1l1l(k) of
oarp deral Reserve Act except with the permission of the

d of Governors of the Federzl Reserve System."

Subject

the e

Approved unanimously.

Letter 4o Mr. Neely, Chairman of the Federal Reserve Bank of
Atl&nta 5

* Teading ag follows:
Reserzgt Yhe completion of the examinetion of the Federsl
Boarqrg o0k Of Atlenta, made as of March 19, 1943, by the
eft examiners, a copy of the report of examinations was
Copy 'gr your information and that of the directors. A
"Ti 8lso furnished President McLarin.
been 2 © Board will appreciate advice that the report has
Nay o 28 dered by the board of directors: Any comments you
eXaminatito Offer regarding discussions with respect to the
Ol or as to action taken or to be taken as a result
®Xamination will also be appreciated."

Approved unanimously.

2; Ctter to the Presidents of the Federal Reserve Banks of Boston,
IYO
Tk, Philadelphia,

and Richmond, reading as follows:




738

5/1

B X “In.accordance with a request received from lir. B.
S;atrifflth, Assistent to Director of Finance, United
the ;ﬁ Maritime Commission, it will be appreciated if in
ment ture Progress reports and periodic financial state-
the‘i of borrovers having Regulation V loans guarante?d by
" Eari?ime Commission are forwarded to Washington through
ommission's Regional Office at Philadelphia. A copy

0
it'each Such statement should be mailed to the Board for
S recordg,n

Approved unanimously, together with a
Similar letter to the Presidents of the Fed-
eral Reserve Banks of Atlanta, Kansas City,
and Dallas and to Mr. Hale, Vice President
éand Secretary of the Federal Reserve Bank of
San Francisco, except that the Atlanta, Kansas
City, and Dallas Banks were requested to for-
ward the reports and statements through the
Maritime Commission's Regional Office at New
Orleans and the San Francisco Bank through
the Office at Oakland.

L .
: Stters to Lieutenant Colonel Paul Cleveland, Chief of the Loan
ecti

n
» Speeia) Financial Services Branch, Fiscal Division, War Depart-

N Mr.
Sldney 4, Mitchell, Chief of Finance Section of the Office of

Sureng
s "* &nd Material, Navy Department; and Lieutenant B. B. Griffith,
sistant to Dy

sag Tector of Finance, United States Maritime Commission,

n
& ag follows:

"
Boapg Tgere is enclosed a copy of a letter received by the

o Em.Mr. R. B. Hays, Vice President and Secretary of the
ettep ®8erve Bank of Cleveland, together with & copy of a
. Begy, o%iVed by the Federul Reserve Bank from Mr. Francis
Togapqi’ ' 1% President of The National City Bank of Clevelend,

the interpretation of the provisions of the guarantee

Specy; forms of Mey 14, 1942, and April 6, 1943, with re-
contractsadJustments based on the cancellation of war production

“".'v "
0 mgpe . 1L be glad to have any comments that you may care

e y
SPecy, to”ith Tespect to the above question and also with re-
?%M' 1 he point mentioned in the last paragraph of Mr.
n

°°nnec sr regarding the practice of contracting officers
°n with contract cancellations."

Approved unanimously.
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L ’ j» ¥ b"
n s
bl Ui J.Vlo m ’ L

Eccles!
Chairman

43, for

f the Board on May 12, 1943,

taken at the meeting o

‘ owss
slgnature. &nd reading as foll

nembers
he other m e
the attention Ofe;ully in accord&2;
"I have brought ;Zve considered czrwith your let?eze
wigy Board, ena “tne outline en°loserovide intermedlarise8~
Wth your o Suoeh, b legislation to p business enterp
April 19 op suggssted - Americen emall d by My, Willlen
204 long term Cre:;t iizline W Prefirgf the Depart‘menby
ed that o Business Un reed upon
ly ag
", Chief, S?zlif ideas Origiﬁilsibcommittee;rticular
TeTCe, on the e Committee of y cifically the p diffi-
the.Advisory Drartigges not state spi view and it iSt Naring
"The Proposal do mittee has in ions withou
deCtives wnich yous e e g she
cult ¢4 éXpress an O?izd. The basis agq A consideiz :
e Objectives ot e o o your committee
3881stance that.shozicbe determined bisi more credit or
umitiiisthqugiﬁigﬁe is simply to furn
e
Credjt on

It is not
Sheperdso

v being
terprises ti is to ass
small en her it
Longer ten;lzs:(;tutionS; o :i:twar =ni R sbl ek
eitergii 2 piigide or shut-dovn by
ses
Obtg y

i

) roduction; or
from war to CiY&%;Zilpenterprlsﬁs v
1 or to S AOHTErE newly organized iing the war. .“i -
Whethen is to assist roduction f°11°“ll’business wil s
8et Starteq 1, eivilia?tfonal aid for fma but it seems tont
Bt Ut thay agdihe end of the W;:;ved and thedzgzzed
oo ¢ e ial need to be desirable be hanism
eSBentig that the SI-JECI e considered_ before the mec ose
of ty, inancia) asslstancislative POllcyiate for the purp
frop 4 e standpointIOfi}igbe most appropr
an pe €vised which wil
1 viey,

"Asige from
the

vith
vie agree w

ic question of policy

this basic

Viey th

Were

i thority
xisting au e
1f an ex further si
eferable. such
o wouldig: Ege mechanlsgefgzoired but Weiiiel
1y ot S - ar
" 8§2§i“§§:§nzzspznterpriSes as miitter is unnecess
Shay t Proposal attached to your
°°mp11cated,
"

ce
f a finan
ablishment o co
ntemplate the észgzlof & loan inig;:? and
°°rP0r":‘appears ;O Sgdition the cre§2 service divis
30222£ein3itﬁ 'menagement advisory

] ’ 24
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f"e
Councils?, The proposed finance corporation would be owned
Stozie brivate banking system of the country through compulsory
woulq SubSCr?ptions. Tt is certain that enforced subscription
even v?eet with objections from practically all benkers and
o taig thout such objection it is felt that the fund should be
e ed in some other way. In that case the provision that
repreSOf the board of nine directors should be elected and be
PrincieitatiVe of the member banks would be a violation of the
controf © thet govermnmental bodies should be independent of
"Thby private interests.
nsuray € Provisions for the establishment of a separate loan
perfluoce fund and for its operation sre compliceted and su-
contraczs' There would seem to be no necessity for having a
Suran, of indemnity between the lending agency and a separate
Surance ; fund as proposed. There is no reason why the in-

The P eature should not be handled by the lending agency.
pattern Tact of insurance or guaranty could follow the general
ing gf & guaranty under Regulation V, namely a contract
Tinapey Tom the lending agency to the commercial bank or other

g institution.
prODosaleie 8re other provisions of less importance in the

ey dealhith which we do not agree, but for the most part

eliminﬂtQQWith details and refinements which might well be
sibilit by a provision that the agency charged with respon-
the Powz for the administretion of the proposal should have
Meth, T $o make regulations governing its operations. This
of the'pimong other things, would make unnecessary the creation
Counei OPosed management advisory service divisions and

nIp 8nd the attendant complicstions of such an organization.
Dittee tﬂaas we have understood, it is the thought of the com-
OF the ¢ ¥ it is desirable to proceed at the time on the basis
Pederay ;tablishment of & corporation to be set up within the
Pebruary ooCTve System, the Bill S. 939 introduced by you on
Youp Pur oi’ 1941, would provide the means for accomplishing

® in a much simpler way than the proposal attached

0
Your lett er.n

Approved unanimously.

Thereupon the meeting adjourned.

/ - ' Secretsary.

Chairman.,.





