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Anm
oy ®8ting of the Board of Governors of the Federal Reserve Sys-

Was e !
1d in Washington on Tuesday, August 31, 1943, at 10:30 a.m.

PRESENT: Mr. Eccles, Chairmen
Mr. Ransom, Vice Chairman
Mr. Szymczek
Mr. McKee
Mr. Draper
Mr. Eveans

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assigtant to the Chairman
Mr. Thurston, Special Assistent to the

Chairman

Mr. Smead, Chief of the Division of Bank
Operations

Mr. Paulger, Chief of the Division of
Examinations

Mr. Dreibelbis, General Attorney
Mr. Vest, Assistant General Attorney
Mr. Wyett, General Counsel

Befo
hﬁdb T® this meeting the attention of the members of the Board
Se

n Q&lled to a % .
sewmt etter dated August 16, ,1943, from Mr. Lichtenstein,

8y op
the Federal Advisory Couneil, requesting that the Board send

im list of
the subjects which it wished the Federal Advisory Council

to
1943 1ts next meeting to be held in Washington on September 19-21,
‘The 1
mhrd etter was presented at this time for a determination by the
¥ the Teply to be made.
Mr. Morrill was requested to advise
hi‘r' Lichtenstein that the Board had no top-
€8 to suggest at this time,
Refrg
Br&h1 Tence was made to a letter dated August 28, 1943, from Mr.
Arg

s C
hAirman of the executive committee of the Conference of Chairmen
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Of the
F
edera] Reserve Banks, suggesting that consideration be given to a

o
~d
¥ meeting or a1y Federal Reserve Bank and Branch directors sometime

Qupy
ng
he winter at a convenient central point, and stating that some of

the ¢
haj
™men hag requested that a meeting of the Chairmen's Conference be

elq
"4 that he would 1ike to kn hat date would be convenient to the
Board e to know what da

0
i 0 the firgt question presented by Mr. Brainard's letter, relating

8 Dos
8
1ble Conference of directors of Federal Reserve Banks and their

Branches

ey » Chairman Eccles expressed the opinion that at this time and un-
the

e
el *sting conditions it would be impracticable and undesirable to
Tange

8
% Uch g meeting. He pointed out that the Office of Defense Trans-

rt&tio
n
i haq Tequested all Governmental agencies to refrain as far as
tieay
1
® from burdening the transportation facilities of the country
eessar
11y ang that such a meeting would involve transportation and

hbt

e
Taey
e lities pop possibly 200 men. He also thought that, in view of

t
hat sucn a comprehensive conference had never been held by the

Stey
» the
th mere calling of such a conference would arouse questions on

Q
Pary; Of the

g bublic and the press as to the purpose of the conference

W]
‘bleh::::: Matters of major importance were being decided, which would in-
hmm881ty fions of relations with the public and the press, including the
enmwnt OF stetements which might have to be cleared through other Gov-
. *hamnels. me relt that the problem of agenda and purposes to be

Q¢
G()mpli shed

8t
ahees, he
{ SUggested that if such a conference were ever thought desirable

Would be extremely difficult to determine. In the circum-

dyp
® better 4o postpone it until after the war. With respect to
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the 8
€co
" question, relating to a meeting of the Chairmen's Conference,

chﬁi
Tag
Eecles ga1d that in sddition to Mr. Brainard it was understood

thay
Megg
TS« McCabe and Ruml likewise thought such a conference would be

deg

of t:b‘:; YUt that it seemed undesirable to arrange it during the period
rainard hElloan drive in September, and that it was understood that Mr.
tldeq A some commitments for October. However, if the Chairmen de-
% : “TTangs g meeting for some time during the month of November

here
Wwo
W4 seen to be no reason why the Board should not agree. The

Oty
ey members .
i Of the Board concurred with the Chairman in the views which

®Xpreggeq,

It was understood that Mr. Morrill
Would advise Mr. Brainard by telephone of
the conclusions of the Board with respect
to the two matters referred to in his letter.

In '
Wag 8tcordance with the action taken by the Board yesterday, there

b

draft of telegram to the Presidents of all the Federal Re-

ank .
8 S Qoting the following text of a press statement which was to
Sle

age
b  this afterncon by the Office of War Information for publication
e mo
™
Ing papers of Wednesday, September 1, 1943:

n
Wap coizvel‘mnent guaranteed V loans will be made availeble to
heretor Tactors and subcontractors on a much broader basis than
1?'Zlday ore, effective immediately, under a plan jointly announced
Slon gpg the War and Navy Departments, the U. S. Maritime Commis-

y he Federal Reserve Board.

W°1‘k1n  Plan is designed to assure contractors that their
1n th € capital invested in war production will not be frozen
Antq °vent of contract terminations. Interest on loans guar-
Upon s under the pew progrem will be assumed by the Government

g“&ran:::ination of contracts as under present Regulation V

"
reache’ghii decision to broaden industrial credit facilities was

With a view to preventing any lag in war production,
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:zh?h Might be caused by fear on the part of contractors that
e

T capital would be tied up as contracts are cancelled in re-
lo iy Swiftly changing war requirements. This broadened V
G 80 far toward allaying such fears. _ sod
i In the past, advances under V loens have been restricted,
5 Seneral, to working capital needs for war production. The
uzoadening of the plan will enable contractors to obtain the
Mi: f most of their own working capital immediately upon ter-
2tlon of thesy contracts. Bemks will be enabled to make
Th 8dvances a once, and with a mimimum of complications. ,
. G"':"‘-"E"bl1*3hment of such credit arrangements will greatly min-
12e the Problem of termination of war contracts.
tract" i Services stress the fact that cancellation of con—en-
ra) ® ISt not be construed as marking the beginning of a gh
urtailment of war production. On the contrary, with the
Siterapidly becoming one of movement, with great Allied offen-
Bubjs I Progress and in prospect, materiel requir?ments ar: L
0 ¢t to Sudden and unavoideble changes, and it is essentia
il all possible causes of delays in war production.
loan "Details of the procedure for obtaining the l:i.beraxlizveldWIT1
ingtin Ve gone forward to all Federal Reserve Banks from Wash-

* ok sk ok k ok k ok ok k k k

1]
wIR INFORMATION REGARDING THE BROADENED V LOAN PROGRAM
8ct), © contractor or subcontractor will obtain a ¥V lgag e;;ee
hig V 85 at pregent except thet, if the loan is intende oll g
to e Working capital upon termination of contracts as we %
theizovide him with working capital needed to finance thzx:ltlezten
Vigs T® %0 be two changes in the present guarantee agr ,
(1) The bank will be required at all times to have a par-
z;fipation in the loan and, a%cordingly, the original percentage
Creq o atee Specified in the guarantee agreement will not be in-
*%1 by reagon of contract cancellations, and eLa |
Teg ‘( 2) The bank must share with the Government any conu}c.ll1 men_
Bt’mNhich May not exceed 1/2 of 1 per cent per ennum onth : :ge
&lararse Portion of the credit, in the same proportion tha
Anteg

1e ¢ = fee now bears to the interest payable on V loans, viz;
60 percentage of guarantee is

pen tent, the Goveflmaent's share is 10 per cent of the :ox;x:it-
6 nen .
73? 121/2%
759 156
807, lg(-y-l/2%
85% 20%
909, 22-1/2%

25%
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to ob:The amount of losns which a contractor will be entitled
e sta:in in the event of cancellations of his contracts will
Work 1 ®d in the loan agreement as a percentage of inventories,
amo A Process, accounts receivable, znd (without duplication)
or sy 8 Paid or concurrently to be paid by him to subcontractors
ang sﬁpliers by reason of contract cancellations. Subcontractors
8 bOrrppliers will receive protection under this progrem, because

nIlecgwer will be required to pay them whatever he owes them in

ion with the items used as a basis for the borrowing.
Sion ooan agreements under the new program will include provi-
T such amounts of working capital to carry out war produc-

ase.°°ntracts, as may be needed by the contractor in the particuler
the Wwap I general, where the eamount of credit needed to carry out
Needeq tPI'Oduction contracts is small in proportion to the amgunts

® mat O free his own working capital upon contract terminations,
ang g mgrity of the credits under the new program may be longer
the Dimum of restrictions will be placed upon the borrower by

ggar&nteeing agencies.

Nty ®n cancellations of the borrower's contracts occur, the
the cont Of that part of the loan proportionate to the amount of

s Tacts cancelled will be suspended and interest waived there-
maturitys Dow provided under V guarantees. This suspension of

been g4 8nd waiver of interest will apply whether the funds have
haye Vanced to the borrower before or after the cancellations
Occurred .

After some discussion of the commit-
ment fee, referred to in paragraph 2 of the
Press statement, unanimous approval was given
%o the press statement with the understanding
that 1t would be sent to all the Federal Re-
Serve Banks by wire today.

c
Sy hadrmay Eccles read a clipping from the press with respect to the
L ,

n
1ear ¥ Progrem just announced by the Life Insurance Companies of Amer-

T e
Srgy R ombatting inflation, and suggested that the attention of the Fed-

"9V Banke thought that th
“ﬁmn . e called to the program with the thoug ey

0 g
omething along the same lines in their respective districts.

Chairman Eccles' suggestion was re-
ferred to Mr. Evans for consideration.

At
Qhﬂwv *his poing Messrs. Thurston, Smead, Paulger, Dreibelbis, Vest,
aty

Withdrey from the meeting, and the action stated with respect to
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each of
t
he matters hereinafter referred to was then taken by the Board:

" The Minutes of the meeting of the Board of Governors of the Fed-
8erve System held on August 30, 1943, were epproved unanimously.
Direet Memoranga dated August 25 and 28, 1943, from Mr. Goldenweiser,
. °F Of the Division of Research and Statistics, recommending that
fOllomng increases in basic annusl salaries of employees in that

d
Vistg
0 be
&DProved, effective September 1, 1943:

Salary Increase

N
X == Designation Fron To ¢
s, - —
ﬁl‘s, AJ_;_’ZBS' Dove Clerk-stenographer $1,800 $1,920
Ml's. Flore L. Davis Clerk-stenographer 1,800 1,920
168 Mapge 0% R Cox  Clerk-typist 1,440 1,560
Tet F. Mills Clerk-stenographer 1,440 1,560
Approved unanimously.
Thereupon the meeting adjourned.
R Sew
Broryg,

L LL

Chairman.






