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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Friday, October 1, 1943, at 11:30

a.m-

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

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. Goldenweiser, Director of the

Division of Research and Statistics
Mr. Dreibelbis, General Attorney
Mr. Wyatt, General Counsel

There were presented telegrams to Mr. Paddock, President of

the Federal Reserve Bank of Boston, Messrs. Treiber and McCreedy, Sec-

retaries of the Federal Reserve Banks of New and Philadelphia,

respectively, Mr. McLarin, President of the Federal Reserve Bank of

Atlanta, Mr. Dillard, Vice President of the Federal Reserve Bank of

Chicago, and Mr. Stewart, Secretary of the Federal Reserve Bank of St.

Louis, stating that the Board approves the establishment without change

by the Federal Reserve Bank of St. Louis on September 28, by the Fed-

eral Reserve Bank of Atlanta on September 29, by the Federal Reserve

Banks of New York, Philadelphia, and Chicago on September 30, 1943,

and by the Federal Reserve Bank of Boston today, of the rates of dis-

count and purchase in their existing schedules.

Approved unanimously.
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Mr. Ransom reviewed briefly a conversation which he had at

luncheon yesterday with Mr. Vinson, Director of Economic Stabilization,

in connection with the request of the latter that the Securities and

Exchange Commission undertake to make a survey of bank deposits. This

matter was discussed at the meeting of the Board with the Federal Ad-

visory Council on September 20 and at a meeting of the Board on Sep-

tember 23. Mr. Ransom said that he gave Mr. Vinson a copy of the press

release issued by the Board on September 29 outlining the results of

its survey on ownership of bank deposits, and that Mr. Vinson would

discuss the release with Mr. Stark, Consultant in the Office of

Economic Stabilization, to see whether the information developed by

the survey would give Mr. Vinson the data he desired. Mr. Ransom added

that he told Mr. Vinson that if further information were needed in this

connection he felt sure the Board would be glad to develop it.

Yr. Ransom also reported a telephone conversation which he had

had with Mr. Rice, Assistant Director in Charge of Statistical Standards

of the Bureau of the Budget, with respect to the matter referred to

above in which Mr. Rice inquired whether the Board would be willing to

consider any modifications in its survey procedure for the purpose of

developing any information with respect to bank deposits that might be

desired by Mr. Vinson or other Government officials, and that he replied

that he did not think there would be any hesitancy on the part of the

Board to make any such modifications that were found to be desirable.
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At this point Messrs. Thurston, Goldenweiser, Dreibelbis, and

Wyatt withdrew from the meeting, and the action stated with respect to

each of the matters hereinafter referred to was then taken by the Board:

The minutes of the meeting of the Board of Governors of the

Federal Reserve System held on September 30, 1943, were approved unani-

mously.

Memorandum of this date from Mr. Paulger, Chief of the Division

of Examinations, recommending (1) that the basic salary of Edwin R.

Millard, a Federal Reserve Examiner, be increased from $6,900 to A7,500

per annum, effective October 1, 1943, and (2) that, for the purposes

of salary administration, the position of the regular examiner in charge

of the field force be recognized as tantamount to that of an assistant

head of the division and excluded from the scope of the Board's clas-

sification plan.

Approved unanimously.

Memoranda of this date from Mr. Paulger, Chief of the Division

of Examinations, recommending that the following increases in basic

annual salaries of employees in that Division be approved, effective

October 16, 1943:

Name

C. E. Cagle

William B. Pollard

Designation 

Assistant Chief, Division
of Examinations

Assistant Chief, Division
of Examinations

Approved unanimously.

Salary Increase 
From To

$9,000 $9,500

7,500 8,000
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Letter to to Mr. Williams, President of the Federal Reserve Bank

of Philadelphia, reading as follows:

"In accordance with the request contained in your

letter of September 17, 1943, the Board of Governors ap-

proves the payment of a salary to Mr. Robert N. Hilkert

as Assistant Vice President at the rate of 57,000 per an-

num for the period October 1, 1943 to April 30, 1944, in-
clusive, if fixed by your board of directors at such rate."

Approved unanimously.

Letter to Mr. Young, President of the Federal Reserve Bank of

Chicago, reading as follows:

"In accordance with the request contained in your let-

ter of September 24, 1943, the Board approves the designa-
tion of Keefer Lientz as a special assistant examiner for

the Federal Reserve Bank of Chicago."

Approved unanimously.

Telegram to Mr. Gilbert, President of the Federal Reserve Bank

of Dallas, stating that, subject to conditions of membership numbered 1

to 3 contained in the Board's Regulation H, the Board approves the ap-

plication of the "Heights State Bank", Houston, Texas, for membership

in the Federal Reserve System and for the appropriate amount of stock

in the Federal Reserve Bank of Dallas. The telegram requested that the

Federal Reserve Bank advise the applicant bank of the Board's approval

of the application and conditions of membership prescribed, together

with the following special advice and necessary instructions as to the

procedure for accomplishing membership, and stated that a letter con-

taining detailed advice regarding such approval would be forwarded to
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the applicant bank through the Reserve Bank:

"It appears that the bank possesses the power to

issue and sell investment certificates, which power is

not necessarily required in the conduct of a banking

business. It appears also that the bank possesses au-

thority to exercise fiduciary powers but does not expect

to engage in fiduciary activities. Attention is called

to the fact that if the bank should desire to exercise

the power to issue and sell investment certificates or

fiduciary powers, it will be necessary under condition

numbered 1 to obtain the permission of the Board of Gov-

ernors before exercising them."

The telegram also contained the following additional comment:

"Pursuant to the provisions of Section 19 of the

Federal Reserve Act, the Board of Governors grants per-
mission to the subject bank to maintain the same reserves

against deposits as are required to be maintained by banks
not in reserve or central reserve cities. This permis-
sion is subject to revocation at any time by the Board

of Governors."

Approved unanimously.

Letter to Mr. Evans, Vice President of the Federal Reserve Bank

of Dallas, reading as follows:

"This refers to your letter of September 20, 1943,
with which you enclosed a letter from the Continental-
American Bank & Trust Co., Shreveport, Louisiana, with
further reference to the applicability of section 22(g)

of the Federal Reserve Act to loans made to executive

officers of member banks secured by notes executed on
Commodity Credit Corporation forms.

"The letter from the Continental-American Bank &
Trust Co. states that the Comptroller of the Currency
has taken the position that section 22(g) of the Federal
Reserve Act does not apply to Commodity Credit Corpora-
tion loans, thereby placing State member banks at a dis-
advantage with national banks. In view of this, you
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"inquire whether there has been any change in the Board's

position on this subject and if not, whether there is any

prospect of the Comptroller reaching an agreement with

the Board in the near future with regard to the applica-

bility of section 22(g) to loans of this character.

"The Board has not changed its position with regard

to this matter. Moreover, we have taken the matter up

informally with the office of the Comptroller of the Cur-

rency and can state definitely that there is no difference

of opinion on this subject between his office and the

Board. A copy of your letter and enclosure, together

with a copy of this letter, are being sent to the Comp-

troller of the Currency for his information.

"Incidentally, you might be interested to know that

Congress has just recently passed upon this matter. H. J.

Res. 147, continuing the Commodity Credit Corporation,

which became law on July 16, 1943, contained a provision
in the form as it passed the House providing that section

22(g) 'shall not apply to loans which the Commodity Credit

Corporation has agreed to take over or purchase'. This

provision was eliminated on the floor of the Senate and

was not restored by the Conference Committee. Accordingly,

it is clear that Congress feels that loans which the Com-

modity Credit Corporation has agreed to take over or pur-

chase should be subject to the provisions of section 22(g)

of the Federal Reserve Act."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks, read-

ing as follows:

"Inquiries have been received by the Board relating

to the use of a Statement of Necessity in connection with

a consolidation under Option 2 of section 10(b) of Regu-

lation W.
"The question is illustrated by the following ex-

ample: Assuming that an original 4.300 loan with monthly

payments of °2.9.61 has been reduced to a balance of ,,!:120,

and the borrower requests an additional loan of !I,U.20 for

the purpose of buying coal or going on a vacation or other

such purpose, may he at the same time be allowed a rate

of payment of ?,23.86 per month on the consolidated obliga-

tion of 240 by giving a Statement of Necessity?
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"Option 2 contains two limitations: (1) That the

payments shall be at least as large as they were, and

(2) that the maturity shall not exceed 12 months. Since

a Statement of Necessity would not allow a maturity in
excess of 12 months, the question actually is whether
the rate of payment may be reduced.

"The rate of payment may be reduced to $23.86 if the

Statement of Necessity shows that such action is necessary

in order to avoid undue hardship which would otherwise

result from contingencies which were not foreseen at the

time the loan was originally made or which were beyond

the borrower's control. If the borrower is not able to

pay more than $23.86 per month because of these circum-

stances, the rate may be reduced accordingly even though
additional funds are advanced. In essence, Option 2 per-
mits the borrower at any time to raise his indebtedness
to twelve times the amount he can pay each month, provided
he does not reduce his payments. The effect of the State-
ment of Necessity is to eliminate the proviso, so that he
may still have continuous indebtedness, but at a lower
level."

Approved unanimously.

Letter to Mr. Hale, Vice President of the Federal Reserve Bank

of San Francisco, reading as follows:

"Your letter of September 21; 1943 referred to an
inquiry from the Continental National Bank and Trust Com-
pany, Salt Lake City, Utah, asking whether section 8010

of Regulation W, which exempts certain fuel conservation
activities, is applicable to the installation of Thermopane,
a window glass consisting of two panes with air space be-

tween.
"It is our understanding that its use for existing

structures involves replacement of present sash with new
sash in which this glass has been installed.

"Although section 8(m) was not intended to exempt
all types of improvements that have insulating value and
although the usual definition of a storm window is 'an
additional window placed outside the ordinary window as
a protection against severe weather', we agree with you
that the term 'storm window' should be interpreted as
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"covering this product. It does provide an additional
pane of glass and an air space, and it would not be feas-
ible to try to break up the cost into two elements, one
representing the regular pane and one the additional pane."

Approved unanimously.

Memorandum dated September 29, 1943, from Mr. Goldenweiser,

Director of the Division of Research and Statistics, recommending,

for the reasons stated in the memorandum, that an additional amount

of $6,000 be authorized for traveling expenses in the 1943 non-personal

budget of that Division to provide sufficient funds for travel from

September to December.

Approved unanimously.

Thereupon the meeting adjourned.

41(24'42-i-3-4)(Ial2116;1.4:___
Secretary.

Vice Chairman.
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