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A meeting of the Board of Governors of the Federal Reserve System

With

the Presidents of the Federsl Reserve Banks was held in the offices
of th

€ Board in Washington on Tuesday, June 29, 1943, at 9:15 a.m.

PRESENT: Mr. Leccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Dreper
Hr. Evans

Mr. Morrill, Secretary

Mr, Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairmen

Mr. Thurston, Special Assistant to the
Chairman

Yr. Smead, Chief of the Division of Bank
Operations

Mr. Parry, Chief of the Division of Secu-
rity Loans

Mr. Dreibelbis, General Attorney

Mr. Wyatt, General Counsel

Messrs. Paddock, Sproul, YWilliams, Fleming,
Leach, McLarin, Young, Peyton, Leedy,
Gilbert, and Day, Presidents of the Fed-
era]l Reserve Banks of Boston, New York,
Philadelphia, Cleveland, Richmond, Atlenta,
Chicago, Minnespolis, Kansas City, Dallas,
and San Francisco, respectively

Messrs. Bryan and Hitt, First Vice Presidents
of the Federal Reserve Banks of Atlanta
and St. Louis, respectively

Mr. Sienkiewicz, Secretary of the Presidents!'
Conference

Yr. MacKenzie, Vice President of the Federal
Reserve Bank of Cleveland, and Mr. Wheeler,
Director of Research at the Federazl Re-
serve Bank of San Francisco

Mr. Dolley, Economic Adviser of the Federsl
Reserve FPank of Dallas




954
o 29/43 -2

<~

Mr. Day, as Chairman of the Presidents' Conference, stated that
the Conference at its meeting in Chicago on June 25-26, 1943, took ac-
tion With respect to seversl matters which would be discussed with the
Yarg at this time. These matters are set forth below, together with
™ Day1g statements of the actions of the Presidents' Conference and
Sllrmnaries of the discussions of the respective topics at this meeting.

1. Revision of the Retirement System of the Federal Reserve

%- Mr. Day stated that the Conference discussed report No. 6 of the
COIlmittee Appointed to Review the Operation of the Retirement System
dealing With the organization of, and the benefits provided under, the
I‘etirement system, and that the report was adopted with certain changes,
the p“iHCipaJ_ one of which was to base retirement benefits on the aver-
e Nnua) salary during the last 20 years of service instead of the av-
Tage aMnual salary for any 10 years of service. He also said that the
committ’ee had been instructed to make these changes in the report and

4 have the actuary prepare a schedule of costs of the revised plan, and
that the revised report would be submitted to the Board for approval
Within the course of the next 10 days or two weeks after which, if the
Plan Were approved, the necessery procedure would be followed to put it

in
to operation‘

It was stated that the Board would like to receive the plan as

pI‘Q .
"y a possible so that the Board could proceed without further de-
Ly
Y . _
° offer itg employees the option of accepting the Board of Gover

r1()1-8 Plan

or FRASER
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Chairman Eccles referred to the fact that a number of the larg-
°F bankg had adooted retirement systems and that, in addition, the
enlployees of these institutions were entitled to the benefits of the
foeia) Security plan, and in these circumstances he questioned the ad-
visability of changing the basis for the determination of retirement
nefits to be paid employees of the Federal Reserve Banks from the
aVerage annual salary for the 10 highest salary years to the average
Hnug) Salary for the last 20 years of service, which it was thought
nﬁght reduce retirement benefits substantially for many employees, par-
timu&rly in the middle-salary groups. He also suggested that there
wasa'substantial nunber of Civil Service employees in Federal Reserve
IhM{and branch cities, and that it would be unwise to have too wide a
Parity betuoen the retirement benefits available to thoseemployees
1 the employees of the Federal Reserve Banks.
Mr. Day stated that the Presidents had considered the metter in
i Ught of possible future payments by the Federal Reserve Eanks that
e be Necessary to maintain the solvency of the retirement system
felt that the proper approach would be a more conservative one which
"lg Umit the risks involved, and that the important question in de-
tem“i“g whether a 10- or 20-year base should be adopted was whether
e Boarq would be willing to approve the payment of the costs involved.
Mr. Sproul commented that it was the understanding of the Presi-
iy that the adoption of the 20-year basis for computing retirement
nefits Would reduce the benefits of the higher-paid employees but

Wo
affect the lower-paid employees very little, and that before any
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decision was made in the matter it would be well to determine this point.

On the question of costs, Chairman Eccles stated that, while the
Soarq desired to avoid all expenses that justifiably could be avoided,
% hag approved a retirement plan for its own employees which would pro-
Tide the equivalent of Civil Service retirement allowances, and that he
"oulg dislike to see the Federzl Reserve Banks adopt a program in which
the benefitg would be substantially lower than under the Civil Service
retirement e,

Mr. Day made the further statement that the Presidents' Confer-
See haqg appointed a committee consisting of Mr. Fleming, as chairman,
anq Messrs. Sproul and Williams, as members, to discuss with the Pozrd
he Tetirement plen as approved by the Presidents' Conference.

2 Loans under Regulation S, Industrial Loans by Federsl Eeserve

By .
2a_and Resulation V, War Financing. Mr. Day stated that action was

ak
. by the Presidents! Conference on this matter as follows:

(2) The Conference discussed the nature of the experience
gained by the Reserve Banks in lending under Regulation
V. The Conference also reviewed present and postwar
Policies underlying this type of credit. It was agreed
that it would be desirable to confer on this subject
With the representatives of the armed services concerned,
and that it would be particularly helpful to discuss with
these services the purpose, procedure, and implications
of the proposed bill "to expedite and facilitate the
termination of war contracts and to permit the financing
of such terminations". Copies of this bill were given to
the Presidents by Governor McKee. It is felt that the
experience of the Reserve Panks should be utilized in
formulating policy and procedure under the proposed leg-
lslation.

(®) In the interest of the entire Reserve System, it was

Voted that the Board of Governors be requested to give

for FRASER
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an opportunity to the Presidents! Conference to present
its views if there is to be any presentation of System
Views on the proposzl that is being made or about to be
made in the so-called Mead bill creating a permanent
Small Business Financing Corporstion within the Federal
Reserve System.

In connection with paragraph (a), Mr. Day stated that 2 sub-
e
%mdttEG of the Presidents' Conference Committee on Regulation V, ccn-

8ig

ting of five officers of the Federal Reserve Banks, had been appointed
to

tonfey with representatives of the services, that this conference was
O

i yesterday, and that z report would be made by the subcormittee

Mr, Day also stated thet the request referred to in paragreph

Dl
Yould be submitted formelly to the Eoard by the Secretary of the

Py
€51
dentg: Conference, snd that the purpose of the request was to make

8
e i
thet the views of the Presidents with respect to the Mead bill were
c()n s

dereq by the Foard before any views that it might have were presented
to .

COngreSS.

Et this point Mr. Thomas, Assistant Director of the Division of

Seq

r .

i ¢h ang Statistics, and Mr. Vest, fssistant General Attorney, came
Utg o

the Mmeeting.

FOllowing a comment by Mr. Sproul that paragraph (a) was con-

aide
Teq s \ : .

*d in the light of the topic suggested by the Board for discussion
th

WQI,

the

v PreSidents in connection with the financing requirements for post-

Co . . : ’ .
nVQFSlgn, Chairmen Eccles stated that the suggestion vas made with

t

houﬁht that the System was in a better position to develop the nec-

eSsary .
Nformati vhi se & -ram for financing reconversion
formation on which to base a program for Iln g

g for FRASER
aliisfed.org/
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thm18ny other department or agency of the Government, end that it was
Ueveq that the agency that had developed the necessary informstion
18 progrem would be the one that would be given an opportunity to
"y g out, He also said that the problem of reconversion appeared
tgthe Board to be primarily a research problem at this point and that,
"l the question of credit would come into the picture, that phase of
e T™tter would be secondary at this stage when we were trying to de-
tenﬁne the nature and extent of the problem. He added that it was not
"y Question of reconversion of the concerns which had been converted
towar Production but also the financing of businesses which, because of
onditions, had been forced to curtsil or suspend operations. He
jnmﬁred Whether the Presidents felt that the matter was primarily a re-
“Sareh Job which should be undertaken on a uniform basis and be national
its scope.

Mr. Sproul stated that Mr. Upgren, Vice President in charge of
iy TSearch department at the Federzl Reserve Bank of Minneapolis, bad
enappointed a member of the subcommittee, that he was well qualified
QCOnsider and advance the broader questions involved from a research
it&ndpoint’ and that it was felt that, if someone from the Board's Divi-
1 iog Research and Statistics could be associated with the subcommittee
nﬂddition to Mr. Smead, the subcommittee could undertake to work out a

pl‘() 81‘91;1

: In the discussion which ensued, it was pointed out that there

Qre
Other organizations which were undertaking work in this field, such

bfor FRASER
gatsfed.org/
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% the Committee on Economic Development, and that some of the Federal
®%erve Pankg had been in touch with this Committee and were cooperating
wiﬂ]its local orgenizations, and the opinion was expressed that if the
Fsten %ere to make a contribution in this field it should formulate a
national Program promptly and endeavor to obtain the cooperation of some
°f these other groups.

Chairmen Fecles stated that he would like to see a committee of
Hree °r four economists from the Banks and one from the Board's staff
aDpointed to draft the outline of a program on the basis of which the
%mtem Could determine whether it would undertake to develop the nec-
essary basic statistical informetion either alone or in cooperation with

O‘th
oL &gencies,

Mr. Williams expressed the opinion that the problem was largely

of Tesearch at this stage, end Mr. Sproul stated that, since the

Wy
iMate Problem would be one of financing and credit, the System would
Ve . .
to draw on its experience in the credit field which would mean bring-
Rase
€ into the picture the operating men who had carried on the activities

of t
B¢ System in that field, and that in order to provide for the re-

4 &3pects of the task Mr. Williams, as Chairman of the Committee on

esearch and Statistics, might be associated with the Committee on Regu~
&ation V and a subcommmittee of economists and research men could be
DOinted to work with the subcommittee of operating men.
At the conclusion of the discussion, Mr.
Sproul moved thaet Mr. Williams, as Chairman of

the Committee on Research and Statisti?ss be as-
sociated with the Committee on Regulation V, and

or FRASER
isfed.org/
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that & subcommittee of research men be
appointed to work under the direction of
the Committee on Regulation V, with the
understending that s representative of
the Board's Division of Research and Sta-
tistics would be associated with the new
subcommittee.

Mr. Sproul's motion was put by Mr.
Day as'Chairmzn of the Presidents! Con-
ference and was aporoved by the unan-
imous vote of the Presicdents.

¥r, Day inquired vhether Mr. Fvans would be associated with the
Comme
mmitee: and Chairman Eccles replied that to the extent the committee
t 3 :
nto the field of research Mr. Evens would be associated with the

ong ¢ 5
rence committee and Mr. Goldenweiser would be associated with the

Sy
beommittee .

At this point Mr. Vest withdrew from the meeting.

3 Self insurance. Mr. Day reported that the Insurance Committee

pDol

Mteq Pursuant to the provisions of the self-insurance agreement was
Orkl

g on a report dealing with the, expansion of the existing agreement

th . .
8 thig report with recommendations would be ready for action by

the

I\ .
®Sldents at their next Conference.

Qm In this connection Mr. Leach stated that the committee had had

eetlng% since April 6 and had hoped to have a report ready for

Subnl
s .
Slon 4, the meeting of the Presidentsin Chicago which would have

ey ong B
ated the inclusion in the self-insurance agreement of risks now

G d Y% the bankers' blanket bond znd registered meil snd express in-
g

te % but thet certain legel and other difficulties had been encoun-
I‘ed

04 it hag not been possible to complete the report. It was the

mhlt
teat
€'s plan, he said, to prepare a report which would suggest the

or FRASER
isfed.org/
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ey in which the self-insurence agreement could be expanded in the
PN, showid Be declded Shat that should be domes

Mr, McKee raised the question whether there was any objection
e the Banks taking immediate steps to set up reserves for self insurance.
i Point was discussed, and Chairman Eccles suggested that the best
"oCedupe would be to wait until the self-insurance program had been
*ereeq Upon and to make provision for the necessary reserves in the

Us
val Manner at the end of the year.

b Costs of uncurrent issues snd depositary functions. Mr. Day

Hateq that the Presidents! Conference had taken the position that the
OStS uf handling uncurrent issues of Government securities and perform-
8 dEposn_tdry functions had increased and would increase greztly in the
i futUre, and that it would be advisable to review the basis upon
“’hich the Reserve Banks were being reimbursed by the Treasury for this
semce' He also said that the Conference decided to review this whole

Ster With the Board of Governors and had instructed the Committee on

5 Services and Reimbursable Expenses to continue its inquiry into
thig Plelq,
: Mr. Szymezak stoted thet this was a matter which would be on
i ®dn £or considerstion ab the nes Treasury fiscal agency confer-
® Which it was expected would be held this fall.

Several of the Presidents referred to comments which they had

ear > ) .
i ¥hich indicated that the Treasury program in connection with the

Pt :
Ter War financing drive was being prepared on the besis of the

or FRASER
isfed.org/
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F&hral Reserve Banks being asked to absorb some of the costs of the cam-
Paign, the reason therefor being that the Treasury was without the nec-
*Ssary funds to pay these expenses and hesitated to ask Congress for the
EQGSSary appropriation., In the discussion which ensued, Chairman Eccles
“erreq to the decision reached by the Treasury following the last fi-
n?Ming drive thet the System should be relieved entirely of all respon-
ilﬁlity for the drives for nonbank funds, and the opinion was expressed
fat In thege circumstences there was a genuine question whether the
_ederal Reserve Banks could be expected to assume, or would be justified
hlassuming, these costs.
) There was unanimous 2greement that in the event the question were
:eSented to the Board or the Federsl Reserve Banks it should be handled
t:;iSyStem basis and that no commitment should be made by the Board or
Federal Reserve Banks until the matter could be considered on that
0 LT taking this position it was made clear that there was no dis-
H:lfion °N the part of the Board or the Presidents not to cooperate to
Wlegt, possible extent in Treasury financing but rether that the

Tt

* er s 2

¥ "as one which should be considered in the light of the decision

ty Treasury to relieve the System of responsibility for the nonbank
&nCing drives.

b
Regwiction T, Extension and Maintenance of Credit by Brokers,

Qg
~& Nats
tionay Securities Exchange. Mr. Day reported that the Presidents!

' FRASER
aicd org/
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Conference gave consideration to the question of margin requirements
Wder Regulations T and U and that the consensus of the Conference wes
Mt 4t the present time there was no convincing evidence or compelling
feason disclosed by the stock market which would warrant en immediate
hmrease in margin requirements, that current information was readily
ellabe on a weekly basis on which to take appropriate steps quickly
it WMdesirab] e developments should appear in the market, end that the
havi°r of the market should be watched and reviewed constantly.
Chairman Eccles reviewed briefly for the information of the
Presidents the consideration which had been given by the Poard recently
* thi matter and stated that it had been agreed, without putting the
m&ttEr to a formal vote, to take no action at this time. In that con-
necti°n the Chairmen commented that the grounds for possible action
% not confined to the consideration of the amount of credit in use
; Teflecteq by the current figures.

6. Esgglgtion Q. Payment of Interest on Deposits. The Presidents!

C
Onrerence

also considered, Mr. Day said, the question whether or not
Q should be amended to permit the redemption of certificates
N before maturity if the funds were used for the purchase of
°Vernment securities, but the views of the Presidents on this point were
g and no definite action was taken.

Mr. McKee stated that this matter had been raised on several
S in the past, that it had been discussed informelly with rep-
resentatiVE

s of the Treasury, the Office of the Comptroller of the Cur-

e ) ) i
Vs ang the Federal Deposit Insurance Corporation, that the best
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m“CGdure to follow would be to handle these cases as they arose on an
um°rmal basis which would permit the immediate withdrawal of funds rep-
Tesenteq by such certificates where the funds were to be used for the
"ehase of Government securities, and that it was believed that there
hia be no criticism from Washington if this course were taken.

Mr, Gilbert, in whose district the question had arisen recently,
Mateq that the Federal Reserve Banks could handle in this mamnner only
suﬂlcases as came to their attention,

T

Safekeeping facilities. MNr. Day reported that the question

Ber the Federal Reserve Banks should provide safekeeping facilities

ror

Government securities owned by State and local governments was dis-
QHSSe Y

A in detail at the Presidents' Conference, that the consensus was

thay
the Present practice in this respect, which permitted individual

e

Ve Banks to meet local situations, should be continued unchanged
With
X the Understsnding that the individual Reserve Banks would continue
0

Meet, 5, qs : :

. s 1ndividual problems as they arose, and that it was not advisable
Ofo
Mlate or adopt at this time any general policy governing this
Dractice

It appeared from the discussion which ensued that, while the
re
sidents epe

Vest
Tie eps .
b it op State and municipal funds in Government securities, it would

in sympathy with the desirability of encouraging the in-

Wy idore

% "ise to adopt a policy of extending safekeeping facilities to all
K snd local governments for the reason that it might overload the
Vault facilities, and thet, while the Benks should be free to

end
the service where it appeared to be desirable, there should be no
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$enera] invitation to States and municipalities to deposit their securi-
t-

i safekeeping.

8. Regulation N, Relations with Foreign Banks and Bankers. IMr. Day

Sateq that the Presidents' Conference had considered the two questions
Presenteq by the Board in its letter of May 1, 1943, in connection with
i Proposed revision of Regulation N and the statement of procedure
ot Tespect to foreign relationships of the Federal Reserve Banks, thet
the Consensus was that, pending discussion with the Board, no need ap-
Peareq for a change in the present procedure, and that, while it was
desir&ble for all Reserve Banks to participate in foreign operations,
Tt Participation should be continued on a voluntary basis.

In response to an inquiry from Mr. Szymczak as to the reasons
Tor the conclusion of the Presidents on this matter, Mr. Day stated that
" T®asons had been presented which would appear to the Presidents to
*Cessitate a change in the present procedure and that it was their feel-
ing that it would be better if the participations of the Federal Reserve
Banks Could be handled on a voluntary basis.

There was a general discussion of this whole matter in the light
* the Changes which had occurred since blanket authority for the opening
o one‘way accounts was given by the Board in December 1936 in the state-
Tent, °f procedure with respect to foreign relationships of Federal Re-
L Banks, and Mr. Szymczak raised the cuestion whether, if there was
i "8880n for withdrawing the blanket authority with respect to accounts
5 Centrg) banks, the same authority should not be given for the opening

of
0 . .
ne.Way accounts for foreign governments, It was his feeling that,

g for FRASER
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*nce there were not many of these cases and since the Board had been
&lven tpe responsibility under the law for special supervision of the
i‘oreign relationships of the Federal Reserve Banks, it would be a more
Yesiranye procedure if he, as the member of the Board having the foreign
I‘el‘ﬁ‘iOnSh:'Lps of Federal Reserve Banks assigned to him for primary con-
sideration, could have an opportunity to review the cases before the
acCOUnts were opened so that all of the aspects thereof could be con-
Hldereq by him and he could make a recommendation to the Board in the
light Of that consideration. It was felt, he said, that during the war
Pering the questions that would arise in connection with the opening of
aone*‘-‘!ay account for a foreign central bank would be substantially the
e 4 those involved in opening a similar account for a foreign gov-
ehm@nt and that, therefore, both classes of cases should be handled in
e Same manner and should come to the Board.

With respect to the question of participation by the Federal Re-
ML Banks in such acecounts, Mr. Szymczak was of the opinion that the
&mks shoulq operate as a System in connection with such accounts and
nmt’ 1f there were reason for the opening of an account, the same
Pg

as . s .
R Would be justification for the other 11 Banks to participate in
th

e .

account. On the other hsnd, if there were a valid reason for non-
At o

lclpation on the part of one Federal Reserve Bank, the same reason

Wo
4 make it undesirable for the account to be opened in the first

lnstanCe.

Mr, Sproul felt there was a distinction between the opening of

CQO
Nts for foreign central banks and foreign governments, that the
gn g

pfor FRASER
isfed.org/




967
529/1,3 15—
latter involved intricate problems requiring the consideration of all
intereSted parties, and that, if the Board laid down a general defini-
Hon of the policies and general terms under which accounts were to be
m&intained, its responsibility under the law would not require it to
Pass on the opening of individual accounts for foreign central banks.
e also said that, so far as information was concerned, the Board had
been furnished full information in all cases.
Mr. Szymczak responded that the point he had in mind was that,
le these cases were presented to the Board for action on an individual
ba31s’ it would have a much closer contact with the whole situation than
"oulg be the case if the matter were merely submitted to the Board for
s information while the negotiations were being carried on and after
he dccount was established in accordance with a general policy approved
o the Board. He inguired whether it would inconvenience the Banks if
the Procedure were changed to require the submission of each case to the
Yoarg for prior approval, and Mr. Sproul replied that he did not think
¥ was 4 question of convenience but rather a question of what was the
*t brocedure unfier the circumstances, and that he did not think that,
e the Boarg lay down the principles upon which it desired to have the
lndividual cases handled, the Reserve Bank should be required to submit
*h Case to the Board.
Mr. Ransom inquired what arguments might be advanced for non-
participation by the Federal Reserve Banks in foreign accounts, and Mr,
SDrOul responded that there had been only one Federal Reserve Bank that

aq : ;
declineg participation, that there was some question on the part of

ied for FRASER
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the Presidents as to the desirability of forcing a Federal Reserve Bank
b Participate, and thet it was hoped that the one Federal Reserve Bank
that pgq not seen fit to participate in the past would change its posi-
Hon g4 that there would be no need for compelling participation.

Mr. Paddock stated that he did not think there would be any
Nestion about the participation of the Federal LReserve Bank of Boston
ter the revised Regulation N and the statement of procedure were ap-
proved‘

A11 of the Presidents indicated agreement that it would be better
it the Keserve Banks could participate on a voluntary basis. Mr. Eccles
indicated that in his opinion this might not be effective in all situa-
Hong and might, therefore, prove to be undesirable.

During a further discussion Mr. Dreibelbis stated that the Board
taq authOrity, but was not under a legal mandate, to require participa-

ton by all of the Federal Reserve Banks in foreign accounts.

Mr, Szymczak made the furtﬁer comment that during the war period
WHW things were occurring in Washington in connection with the inter-

tional situation with which it was not possible for the boards of di-
rﬁctOrs of the Federal Reserve Banks to keep in touch, and that the Board
wasjn & position to be in closer touch with these matters, all of which
" Make it appear desirable for it to consider the opening of each new
*Telen account as it arose.

9% Relationships of Federal Reserve Benks with the Board and other

Soy
e
\“Eﬂﬂﬁnt agencies. Mr. Day stated that this matter was presented to

the
Presidents! Gonference in the Board's letter of April 27, 1943, and

for FRASER
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that it was the general feeling of the Conference that the three ques-
tlong referred to in the letter--participation of the Board in discus-
Slons with the Treasury of fiscal agency matters, contacts of the Fed-
fral Reserve Benks with Government departments or agencies, and
Wmission to the Board of copies of information exchanged among the
Federay Reserve Banks--required some clarification by the Board, and
th&t particularly it would be desirable to review current practices and
to indicate to the Conference the background of the inquiry.

Mr. Szymczak said thzt several things had arisen which led to
the Board's decision that these matters should be discussed with the
Presidents. He stated that often in the past the Treasury had contacted
the Presidents or the executive committee of the Federal Open larket
COmmittee without one knowing the position of the other on the matters
Undey discussion, that the Board had frequently requested the Treasury
to keep the Board advised of matters being taken up with the Federal Re-
Serve Banks, and that although the Treasury had promised to do so the
"oquest, yas frequently overlooked so that in many cases the Eoard was
s aware of what was going on. He further stated that recently the
Presidents‘ Conference requested its Committee on Fiscal Agency Opera-
Hong to take up with the Treasury three fiscal agency matters which had

®N considered by the Conference, that the chairman of the committee
discusSed the matters with Under Secretary Bell and addressed a letter
" him regarding them, and that, while a copy of the letter was sent to
the Board, it was felt that if the Board and the Federal Open larket Com-

mlttee were to be fully informed in connection with matters of this kind

Ked for FRASER
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it‘was necessary that they participate in these discussions. He went on
b Say that there were circumstances in which it was essential that the
Federal Reserve Board and the Banks operate as a System on matters of
ational o System importance, and that, while there was no intention on
the part of the Board to limit the freedom of informal interchange of
Views on the part of the Presidents or other officers of the Federzl Re-
Serve Banks, it was felt that in these matters there should be consulta-
Hon and uniformity of action whenever that was possible in the interest
G Preserving the effectiveness of the System.

Chairman Eccles concurred in Mr. Szymczak's statement and sug-
8ested that on 2ll System matters the Banks should have the benefit of
the Board's contacts in Washington and the Board should have the benefit
°f the Bankst views before action was taken.

Mr. Peyton expressed the opinion that under that arrangement the
Federal Reserve Banks should be kept fully informed by the Board and that
there had been times in the past Qhen the Benks did not know of items of
"Jor importance that were being considered by the Board. Members of the
foarq indi cated agreement with Mr. Peyton's statement that the Banks
should be kept fully informed, following which he said that there was an
implication in the Board's letter of April 27 that the Presidents should
ot Communicate with each other without first informing the Board.

Messrs. Eccles and Szymczak said that that was not the intention
but Father that, if the President of a Federal Reserve Bank had a matter
which was of sufficient importance to send information regarding it to

t - ~ n 1 W
he Other Federal Heserve Banks, or the Federal Reserve Banks were
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fuI'nishing reports or other information to the Presidents' Conference or
% committee thereof, the Board would appreciate receiving a copy. Mr,
Peyton,S response was that the Presidents also would like to be advised
f matters which the Federal Reserve Board sent out.

Mr. Sproul suggested that this question involved primarily mat-
terg relating to fiscal agency operations, and that there was no impor-
tant Problem in the contacts of the Reserve Banks with other departments
o agencies of the Government. In that connection he referred to the
letter addressed by the Board to the Federal Reserve Banks on December
% 1941, in which it was stated that in order to facilitate closer re-
latiOhships between the Treasury, the Board, and the Federal Reserve
Ranleg on fiscal agency matters the Board was arranging for a conference
"ith the Treasury and would advise the Banks of the outcome thereof,

s S28id that the Ranks had not been advised of the results of the con-
fo Srence and that, if the Treasury failed to observe the proper procedure,
that difficulty would have to be worked out with the Treasury. He also
xpreSSGd the feeling that the failure of the Treasury to keep the Board
“viseq Was not only a question of inadvertence but also of a feeling in

e Treasury that fiscal agency operations were a matter of concern to

he Treasury and the Federal Reserve Banks and one in which the Board
had N0 special interest, and that that situation should be clarified with
the Treasury,

Mr. Szymczak stated that there had been several conferences on

the Matter with the Treasury but that no specific conclusions had been

Teacheq,
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At the conclusion of the discussion Mr. Williams suggested that
it“@s helpful to have this discussion, that the trend in handling the
"atters in question was in the right direction, and that it was hoped
BRE thet trens would continus,

Thereupon the meeting recessed and reconvened at 2:10 p.m. with
the Same attendance as at the beginning of the morning session except
that, ¥r, Brown, Administrative Assistant in the Division of Security
Loans, was also present.

Mr. Williams inquired whether, in view of the inability of the
Federal Reserve Banks to obtain the necessary supplies and equipment to
Tintain their buildings and fixed machinery and equipment in accordance
Wi't’heS‘tablished practices, the Reserve Banks should adopt a policy of
mhviding reserves for maintenance and improvements such as air condi-
tioning which could be used following the war for these purposes.

After a general discussion of this matter, it was agreed that it
ﬂmuld be left to the discretion of the boards of directors of the re-
Pective Federal Reserve Banks, with the understanding that if & Bank
desired to establish such reserves the Board of Governors would have no
Objection,

Mr. Gilbert referred to the letter addressed to the Federal Re-
"orve Banks under date of June 18, 1943, enclosing a copy of a pamphlet
m‘pared by the Office of War Informetion under the title "Information
PPOgram on Economic Stabilization to Keep Dovm the Cost of Living" and
asking that the Board be advised of the number of copies the Federal

&
Serve Banks would like to have for distribution in their respective
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distI‘icts. Mr. Gilbert stated that, in view of all the circumstances,
% vas gert by his Bank that it would be better not to give the pamphlet
"ide distribution in the Dallas district.

Chairman Eccles responded that it was not intended that the Fed-
°ral Reserve Banks should meke any distribution of the pamphlet unless
they chose to do so and that, as stated in the letter, the action to be
beken was a matter entirely for decision at the respective Banks.

Mr. McLarin invited the Presidents to hold the next Presidents!
COnference in Atlanta, and Mr. Sproul called attention to the fact that
% the meeting of the Conference in Philadelphia on January 22-24, 1943,
4 had been decided to hold the next regular meeting of the Presidents
e New York.

Chairman Eccles reviewed for the confidential information of the
Presidents the origin and subsequent developments in connection with the
pr°p°Sed executive order which would confer upon the Board authority to
Tegulate the use of credit for pufchasing, carrying, or trading in com-
modities, real estate, or securities, and Mr. Dreibelbis outlined briefly
the Provisions of the order. Chairman Eccles made it clear to the Presi-
dent g that the Board was not seeking the authority that would be conferred
k4 e order but would be willing to accept it under en order in substen-
200y the gom in which 1t hsd been prepared by Mr. Dreibelbis and r.
“ohen Of the Office of Economic Stabilization.

During Cheirmen Eccles' statement Mr. Thomas rejoined the meeting.

At the conclusion of his statement, Chairmen Eccles said that he

Wi
8 : . ,
heq there was some way to avoid the necessity of assuming the
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"®Sponsibility that would be placed on the System by the order but that,
if 4 Were to be given to a Government agency, the System was the most
l°§i°al place for it to be vested. Some of the Presidents indicated
S8reement, ity Chairman Eccles' attitude and expressed doubt as to the
Bity of any agency successfully to discharge the responsibility.

Mr. Gilbert inguired how the expense of administration of the
**der woulq be paid, and Chairman Eccles stated that it was probably
oSUneq tpat, the System would pay the cost.

Mr. Ransom stated thzt he felt the order should be considered in
the light of the rapidly changing conditions which might have a materi-
ally adverse effect on the powers of the System to control the credit
situation, and that the proposed order might be a step in the direction
M desirable coordinationbof selective credit controls in the Federal
ReserVe System.

The discussion was concluded with a statement by Chairman Eccles
hat‘a Much more effective means 5f handling the problem sought to be
tealy With by the order would be the adoption of an adequate tax program
Mﬁ£h Would be more effective in curbing speculation =nd would be much
ey to administer.

Chairman Eccles then stated that at the meeting of the Board
"t the Presidents in March there was a discussion of a desire on the
i °f the Board to employ someone as a member of its Division of Re-
“earey and Statistics to assist in the direction of the program of

Pe
gional research being undertaken by the Federal Reserve Banks, that

the
Boarq desired to commend the Banks for the progress that they had
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Mde in tpe program, and that, although the Board had not yet been able
% fing 4 satisfactory man to help in the direction of the program, it
Yas still working on the problem and had in mind a man who would be an
Xcellent, choice if available. He went on to say that the matter was
being lientioned at this time so that the Presidents would know that the
foarg had not forgotten it, and that it was hoped that the services of
k Malified man could be obtained on a temporary basis with the under-
Standing that if his employment proved to be satisfactory to both him
" the Board the arrangement would become permanent.
Mr. Ransom referred to the problem which was constantly before

s Board and the Federal Reserve Banks in commnection with Regulation W,
*Nsuner. Credit, of the extent to which steps should be taken to enforce
e I"38'Lllation, and stated that the Board had been guided by the policy
M the One hand of trying to see to it that those who were affected by
e Tegulation did not receive the impression that the System did not

A Whether the provisions of the‘ regulation were observed or not, and
M the Other hand that enforcement was not carried to a point where it
"ol @tagonize the people whose support was necessary if any degree of
uccesS in the administration of the regulation was to be attained. He

" saiq that the question was whether that middle-of-the~road policy
ne Proving to be successful, and that he would like to know while the
Pesidents were in Washington whether they had any comments to meke in
SMsction with the problem. He did not feel that it was essential that

the
e be Complete uniformity of procedure at all of the Federal Reserve

By
s but, he did feel that there was adventage in each Reserve Bank having
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%8 much discretion as possible in discharging the responsibility of en-
f°r°ement. Mr. Ransom went on to say that the administration of the
egulation was very much in the nsture of an experiment, that he thought

the Banks on the whole were doing a good job in carrying out the exist-

lng Policy, and that he was interested in having a full discussion and
knowing vhether the Presidents felt that they were doing the best they
{ foulg, whether the present arrangement was entirely satisfactory to them,
| g, ¢ not, what suggestions they might wish to make with respect to
Changes in the policy.

In connection with his comments, Mr. Hansom referred to a tabu-
lation Prepared by the Division of Security Loans under date of June 28,
4 1%3: showing the nunber of licencees investigated in relation to the
J tot'al Nunber of licencees in the respective districts and the number of
i violators in relation to the total number of licencees investigated.
The question of the significance of these statistics was discussed, to-
8ethep with the questions suggestéd by the tabulation whether the
J'ndi\l?i.dual Federal Heserve Banks had a sufficient number and the right
| kind °f investigators in the field and what would constitute a satis-
] I‘actOI‘y investigation of a registrant and an adequate spot check of the
registrants in a particular district.

At the conclusion of the discussion it was understood that copies
* the tabulation referred to by lir. Ransom would be given to the Presi-
dents Who were interested in having copies and that when the Presidents

I‘Qt
"Ned to their Banks they would review the whole enforcement program

in
the light of this discussion and send to the Board any comments that
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they might have to make, bearing in mind the necessity of avoiding the
%mger of it apnearing that the System was failing adequately to enforce
She regulation.

There was a discussion of the date for the next meeting of the
Soarg wWith the Presidents of the Reserve Benks, and it was agreed that,
' hmsmHCh 2s a meeting of the Federal Open Market Committee should be
helq during the early part of September, the tentative date for that
mﬂeting and a meeting of the Board with the Presidents should be set for
Sebtembor 4 ana 7, 1943.

In order that the Presidents might be fully informed of develop-
"ents iy connection with proposed benk holding company legislation,
mmirman Eccles stated that in the light of the expansion policy being
&”lowed by Transamerica Corporation the Board was giving consideration
9 the desirability of suggesting legislation which would give the Board
‘adequate authority to deal with that situation, that a bill had been
1rltrc’duCed by Congressman Patman on this subject, but that it was felt
| v Rembers of the Board that if legislation were to be enacted it should

Cleareq through the Bureau of the Budget and should have the support

°f the Federal bank supervisory agencies. He referred to testimony given
i bylﬁﬂlat a recent hearing before the House Banking and Currency Cormit-
"¢ in whicn this subject was discussed and to a telephone conversation
‘ "ileh he hag had with Congressman Patman regarding it, and stated that,
While he did not like the thought of seeking legislation at this time in

Opr -
Qer effectively to control the one case which was creating the problem,

he .
Uq not see how that could be avoided, and that if Congress failed to
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8lye the Bozrd the necessary authority the Board would be relievedof re

“Ponsiniyity,

|

Thereupon the meeting adjourned.

Secretary.

g
Chairman.
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