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A meeting of the Board of Governors of the Federal Reserve Sys-
t

'as held in 
Washington on Tuesday, August 31, 1943, at 10:30 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
MT. Szymczak
Mr. McKee
MT. Draper
Mr. Evans

b

-"14 called to a letter dated August 16,,1943,, from Mr. Lichtenstein,

eeretary of the Federal Advisory Council, requesting that the Board sendto hilt

to ate_ a list of the subjects which it wished the Federal Advisory Council

ell s at
19

3. r. 
its next meeting to be held in Washington on September 19-21,

The letter was..orci or presented at this time for a determination by the

the relay to be made.

1.

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Mr. Thurston, Special Assistant 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. Wyatt, General Counsel

Before this meeting the attention of the members of the Board

Mr. Morrill was requested to advise
Mr. Lichtenstein that the Board had no top-
ics to suggest at this time.

leference was made to a letter dated August 28, 1943, from Mr.
4 (1 eh 4

a'rnlan of the executive committee of the Conference of Chairmen
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"the Federal Reserve Banks, suggesting that consideration be given to a
t17"Nr meeting of all Federal Reserve Bank and Branch directors sometime

c111114g the Winter at a convenient central point, and stating that some of

tillae4irmen had re7uested that a meeting of the Chairmen's Conference be

414 d that he would like to know what date would be convenient to the
Board.

On the first question presented by Mr. Brainard's letter, relatingto
Pessible 

conference of directors of Federal Reserve Banks and their

4eChes,Chairman Eccles expressed the opinion that at this time and un-
cler the

existing conditions it would be impracticable and undesirable to
e'rra4,-

auch a meeting. He pointed out that the Office of Defense Trans-
11511ation 

had reauested all Governmental agencies to refrain as far as

Practicable from burdening the transportation facilities of the country

11111leeessarily and that such a meeting would involve transportation and
11()tel 

facilities for possibly 200 men. He also thought that, in view of

f"t that such a comprehensive conference had never been held by the

the mere calling of such a conference would arouse questions on

Part of the

whether matt 

N 

Pourbsli: and the press as to the purpose of the conference

major importance were being decided, which would in-

've cillestions 

o 

of relations with the public and the press including the

.11"ItY* for statements which might have to be cleared through other Gov-

1.111tierital ehannels. Be felt that the problem of agenda and purposes to be

4ee°111Plished would be extremely difficult to determine. In the circum-

ce8a be mlexested tluat if such a conference were ever thought desirable

'141111c1 be 
better to postpone it until after the war. With respect to
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tliesecond question, relating to a meeting of the Chairmen's Conference,
Chair

fulallEccles said that in addition to Mr. Brainard it was understood
that 

Messrs. McCabe and Puml likewise thought such a conference would be

desirable) but that it seemed undesirable to arrange it during the period
°I' the War loan drive in September, and that it was understood that Mr.

13'1118.rd had some

eided

tilers
/1-11d seem to be no reason why the Board should not agree. The

°t11"ellibere of the Board concurred with the Chairman in the views which

had 
expressed.

commitments for October. However, if the Chairmen de-

to arrance
a meeting for some time during the month of November

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 
accordance with the action taken by the Board yesterday, there

8111Wkitt-A
Ba„ a draft of telegram to the Presidents of all the Federal Re-e

bereie .,11s quoting the following text of a Press statement which was to

"ed 
4 

this afternoon by the Office of War Information for publication

rig 

 tqle

Papers of Wednesday, September 1, 1943:

War "Government guaranteed V loans will be made available to
hsr:ntractors and subcontractors on a much broader basis than
tod'°f°re, effective immediately, under a plan jointly announcedsioj by the V:ar and Navy Departments, the U. S. Maritime Commis-

!Ifrld the Federal Reserve Board.
1,510_,"The Plan is designed to assure contractors that their
in 

thee
capital invested in war production will not be frozen

stte_, event of contract terminations. Interest on loans guar-
unA_

Ilpon 
uermi 

the new program will be assumed by the Government
gtiec... nation of contracts as under present Regulation V

.'"arltees.

rea,u"This decision to broaden industrial credit facilities was
a view to preventing any lag in war production,

—Led wi.4.1_
uction,
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t
, might be caused by fear on the part of contractors that 

she'r capital would be tied up as contracts are cancelled in re-loPo_nse to swiftly changing war requirements. This broadened VOE Will go far toward allaying such fears.
in "In the past, advances under V loans have been restricted,
brogneral, to working capital needs for war production. The
us.a"ening of the plan will enable contractors to obtain themi- Of 

mostu of their own working capital immediately upon ter-
Ofslr their contracts. Banks will be enabled to make

" advances at once, and with a minimum of complications.
est

ablishaent of such credit arrangements will greatly min-
lzathe problem of termination of war contracts.

"Thetra services stress the fact that cancellation of con-

Curt 
s Must not be construed as marking the beginning of a gen-

war ailment of war production. On the contrary, with the
sive:Tdly becoming one of movement, with great Allied often-
elm,' In progress and in Prospect, materiel requirements are
to ),(!,,ct t° sudden and unavoidable changes, and it is essential

love all possible causes of delays in war production.
lcans il),atails of the procedure for obtaining the liberalized V

"t aye gone forward to all Federal Reserve Banks from Wash-g on.

* * * * * * * * * * * *
-'110 INFOPMATION REGARDING THE BROADENED V LOAN PROGRAM

actly contractor or subcontractor will obtain a V loan ex-
his ;,at present except that, if the loan is intended to free
to 4n 147(3rking capital upon termination of contracts as well as

Providethere  him with working; capital needed to finance them, then

71Z: 
are to be two changes in the present guarantee agreement,

ticin(1) The bank will be required at all times to have a par-
in the loan and, accordingly, the original percentage

crZarantes specified in the guarantee agreement will not be in-
'a bY reason of contract cancellations, and

pee, The bank must share with the Government any commitment
hi maY not exceed 1/2 of 1 per cent per annum on the  un-

glatIr;sed portion of the credit, in the same proportion that the
if 1. 11tee fee now bears to the interest payable on V loans, viz;
60  Percentage of guarantee isPer 

cent, the Govern/lent' s share is 10 per cent of the commit-
65% ilent fee.
70%
75% 

12-1/2%

15,10
17-1/2%

e5% 20%
90% 22-1/2%

25%

-4-
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,_ "The amount of loans which a contractor will be entitled
obtain in the event of cancellations of his contracts willwo stated in the loan agreement as a percentage of inventories,
in process, accounts receivable, and (without duplication)

O44gtilts
s

paid or concurrently to be paid by him to subcontractors
elipplier by reason of contract cancellations. Subcontractors

:115 suPPliers will receive protection under this program, because

Worrower will be required to pay them whatever he owes them in
afle tion with the items used as a basis for the borrowing.

sic) "Loan agreements under the new program will include provi-
11 for such amounts of working capital to carry out war produc-

e: contracts, as may be needed by the contractor in the particular

thee'In general, where the amount of creit needed to carry out
riee,"war production contracts is small in proportion to the amounts
tile ed to free his own working capital upon contract terminations,

anA eturitY of the credits under the new program may be longer

the -minimum of restrictions will be placed upon the borrower by
guaranteeing agencies.

xatu "When cancellations of the borrower's contracts occur, the
the l'itY of that part of the loan proportionate to the amount of
04 c°ntracts cancelled will be suspended and interest waived there-

a7418 now provided under V guarantees. This suspension of
been ':Y and waiver of interest will apply whether the funds have
have Zairrlic,rd.to the borrower before or after the cancellations

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

Chairman Eccles read a clipping from the press with respect to the

417e**Pc3irit program
just announced by the Life Insurance Companies of 

1 

Amer-

coinbattin,
erai ileserlre Bank

4° 8°mathing

Inflation, and suggested that the attention of the Fed-

be called to the program with the thought that they

along the same lines in their respective districts.

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

At 

htt 

i- 
th,

Point Messrs. Thurston, Smead, Paulger, Dreibelbis, Vest,

l' 
Withdrew from the meeting, and the action stated with respect to
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or the matters hereinafter referred to was then taken by the Board:

The 
minutes of the meeting of the Board of Governors of the Fed-

-4 to v.
••A`...,'

kvisio
11 be approved, effective September 1, 1943:

Lame

Ruby S. Dove
M 
114;1'8' Alice L. Davisre. 

Plorence R. Cox
11188 Margaret F. Mills

Approy

e 1 Res

er" System held on August 30, 1943, were approved unanimously.

Memoranda dated August 25 and 28, 1943, from Mr. Goldenweiser,

l'recto
of the Division of Research and Statistics, recommending that

the tol
lel'ing increases in basic annual salaries of employees in that

Salary Increase

Designation From To

Clerk-stenographer $1,800 $1,920

Clerk-stenographer 1,800 1,920

Clerk-typist 1,440 1,560

Clerk-stenographer 1,440 1,560

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.
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