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A meeting of the Board of Governors of the Federal Reserve
sy s
stem wag held in Washington on Friday, August 18, 1944, at 10:40

om.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Draper
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Leonard, Director of the Division
of Personnel Administration
Mr. Vest, Assistant General Attorney
Mr. Wyatt, General Counsel
There were presented telegrams to Mr. Flanders, President of
e
Federa] Reserve Bank of Boston, Mr. Treiber, Secretary of the Fed-
eral
Reserve Bank of New York, Mr. Hill, Vice President of the Federal
€se
TVe Bank of Philadelphia, Mr. McLarin, President of the Federal
Rese
Ve Bank of Atlanta, Mr. Hodge, Assistant General Counsel of the
Feqe
r
4l Reserve Bank of Chicago, Mr. Stewart, Secretary of the Federal
eSe
Ve Bank of St. Louis, and Mr. Mangels, Vice President of the Fed-
S} al
Reserve Bank of San Francisco, stating that the Board approved the
Stab .
1lShment without change by the Federal Reserve Bank of San Francisco
A
Ugust 15, by the Federal Reserve Banks of Atlanta and St. Louis on
Kugy
St 16, by the Federal Reserve Banks of New York, Philadelphia, and
1c
480 on August 17, 1944, and by the Federal Reserve Bank of Boston

da
Vs of the rates of discount and purchase in their existing schedules.

Approved unanimously.

Before this meeting the attention of the members of the Board
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Present,
By, iy been called to a circular received from the Bureau of the
dget,
‘Mder date of August 1, 1944, which was a revision of an earlier

1PQ

Hab Tequest
! ing that copies of any recommendations or reports con-
Srng
Bugge

fing
Proposeq or pending legislation be sent to the Bureau of the

t fo
T clearance. The amended circular provided in addition that,

enev er
o Ny department or establishment proposed to include in an annual

Specy

1g]

ey Teport a recommendation for an appropriation or for new or
Nda

or . .
v leEISlatlon, such proposal should first be submitted to the

C) of
of the Budget for ascertainment of its relation to the program
e President,

he .

lap T® Was a discussion of the extent to which the amended circu-
Would

&nd in 5

Ty
st

: i Under dat,

h$ € of August 11, 1944, from the Office of War Informa-

a
PPly to the annual or special reports of the Board to Congress,

at :
COonnection reference was made to a letter received by Mr.

Shoyy l:::g attention to the fact that the annuzl report of the Board
the f°Pma *'e clearance from the Office of War Information regarding
“ﬁ@u b i ané distribution of the report even though the report itself
t°&ll fuireq by law. The letter, copies of which had been furnished
ﬂmrtage mzers SLithe Board, stated that in view of the continuing paper
“ont g, *RYeports shouid be held to & minimum or, if possible, dis-

ent
uﬁt *Tely for the current year and that a legal requirement

Teport be : . .
DkaSS Wade was not a requirement that it be printed or
ed,
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. At the conclusion of the discussion,
1t was agreed that the two letters did not
call for action by the Board at this time
?Ut that the communications should be borne
1n mind in connection with the Board's an-
nual report covering operations during the
year 1944.

U
= Nder date of August 7, 1944, Mr. Leonard addressed a memo-
ndUm t
) X :
e the Boarg relating to the possible effects on the Board's
Tsonne
L
lﬁti Procedures of the Veterans Preference Act of 194/ and regu-
o

ns §
SSued by the Civil Service Commission pursuant thereto. The

Pur
Pose of the me

s morandum was to acquaint the Board with the situation

Wt
i g from the enactment of the Veterans Preference Act so that
"lderat s,

Soay

4 in

of Al the Circumstances. The matter was discussed in the light
statements

lnenta

N might be given to the steps that should be taken by the

Contained in Mr. Leonard's memorandum and the supple-

Co
ng Ments made by him to the effect that the Civil Service Com—
ssion h&d

tion Not issued regulations under the Act applicable to posi-
s 3

Dbelim::he Wnclessified Civil Service , and that it appeared from two
haq e TV drafts of sych regulations that the Civil Service Commission
Q°htempl:: Very broad interpretation to its powers under the law and
been ch °d the issuance of a regulation the legality of which had

Leg E‘lllenged by various Government agencies and which the Board's
pr(’"is- o felt was based on an unwarranted construction of the

Ons o
ang T the Veterans Preference Act. The question before the
3

+ Le e
COnard Said, was whether it wished to take any action in
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the

hatt, .
; T a2t this time or to await the issuance of the regulations
i final fOI'm,

Mr. Leonard was requested, upon the
return of the absent members of the Board,
to inform them of the developments in con-
Nection with this matter, it being under-
Stood that no action would be taken by the
Board pending the issuance by the Civil
Service Commission of its regulations re-
1§ting to positions in the unclassified
Civil Service and clarification of the
legal question referred to above and that
in the meantime the Board would proceed
in accordance with the spirit of the
Veterans Preference Act of 194k without

he promulgation of a formalized procedure.

Th
%cr €Te was then presented a draft of letter to Mr. Lichtenstein,
etary
gy °f the Federal Advisory Council, prepared in the light of dis-
long
at

1%3 the meeting of the Board on July 29, 1944, and reading as fol-
INEY

nmy .

l9hh, ;h§§ letter is in response to yours of August &,

Wisheg Ehlng for a 1list of the subjects vhich the Board
’ Beeting o Federal Advisory Council to discuss at its
"g at Wiashington on September 17-19, 1944.
Propgs, . i0eStion has arisen in connection with the plan
of y.the Postwar Small Business Credit Commission
g Cred'erlcan Bankers Association as a means of provid-
in 1t for small business under which a group of banks
ticipa iOr _Would become associated for the purpose of par-
anqg deng in commercial and industrial loans originating,
Count, by outlying correspondent banks, throughout the
Passed ; The Plen contemplated that such loans would be
banks tgon by & committee representing the participating
the 12 “1€ members of which would consist of officers of
a“thorits’ and each member of the committee in addition to

%?tlon a§ Yo commit his own bank would be given, by a reso-
% lciD&tinopted by the board of directors of another par-

€ bank, suthority to commit the second bank as
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n
L
th:%lit It was expected that the plan would be so drawn

the or could be? adopted by any group of banks in any of
woulg o oiPal cities of the United States, but that it
memberse used first by an association of banks which were
s of the New York Clearing House.
thegy attthe discussion of the plan, its sponsors said
Volye Orneys had advised that a legal question was in-
i €cause under the arrangement as proposed the of-
One bank with authority to commit the second
ht be an officer of the second bank under the ap-
Provisions of the Clayton Act, and his service
4 gapacity would be in violation of the law and the
& Clg egulation L, Interlocking Bank Directorates under
tiveg ofmn Act. 1In these circumstances, the representa-
Vernog the banks inquired of members of the Board of
iS whether the Board would be willing to amend its
thorit °n to permit such service, as it would have au-
7 to do under section 8 of the Clayton Act.
Poseg Ofeie 1s some question here whether, for the pur-
Woul g ] he Clayton Act, the officer of the one bank
asige fr en officer or employee of the second bank, but
the Counox-n that question the Board would appreciate it if
1 woy €1l would consider and advise the Board whether
DrQPOSSd be advisable to amend Regulation L in the manner

n
arq 3{:33 Day be one or more additional items which the
Comipg d like to have the Council discuss at the forth-
to bri €eting. In that event you will be informed in time
‘ C°\lncj_g_lg the matters to the attention of the members of the
{ efore the date of the meeting."

wlfyt

In

l(:er Of
ank p;
Plicab),

Te

Approved unanimously.
Y this nos
®Seap *ds point ur., Thomas, Assistant Director of the Division of
¢

anq £ 07
t, Statlstlcs, and Mr. Gardner, Chief of the International Sec-

on
of
At Divs o
DlVlS:Lon, Joined the meeting.

Mr,
sﬁal‘d by p Passon called attention to a memorandum addressed to the

% * Gardner ynger date of August 17, 1944, with the concurrence

The
Mag
{ > and reading as follows:
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"Mr. Triffin has written to inquire regarding his
Program after leaving Paraguay. The relevant eJ.ccerpt {'rom

| 5 letter of July 28 is attached. Originally it was in-
tended that he should work a month in Brazil aft?r leava'.ng
iooneion ang then return to Washington. Brazil is c?ns:!.der-
ng ®Stablishment of a genuine central bank and has indi-

‘ soed that it may wish to call upon the Federal Reserve
SYStem T assistance. It is important that our study of
Lo2ilian banking be completed as soon as possible. No
“lange i recommended in this assignment. .
P "SubSGQuently, while Mr. Triffin was in Asuncion, Mr.
Riba’ the General Manager of the Central Bank of Costa

%8, Who hag several times been a visitor at the Board,

hote to Chairman Eccles asking that Mr. Triffin stop on

2y back to assist in the preparation of new monetary

e o ontral bank legislation. The Chairman replied that

Tr'sh?u'ld be glad to accede to Mr. Pena's reque§t. Mr..

iy l?fj.‘n as already spent some weeks in Coste} Rica and is

Soan, T MILh the situation there, so that his work on this

Casion might be limited to about a month. Brazil and

Egi;a Rica would constitute the major jobs on the return

1s

"In his letter of July 28, however, Mr. Triffin pro-
ﬁii‘es that before going toyBrazil he should undertake
Genef 3SSignments in Montevideo and Buenos Alres: The
disiral Manager of the central bank o? Ur1:1gu5y w:_.shes to
Poss?ss € Paraguayan project with him with a (v:.ew to
Yy 'JI.‘bJ‘_e Modifications of the Uruguayan law. Mr. Grove,
th:a Brlffin's assistant, has already been ins?ructec.i byin
°1‘dep0ard to proceed to Uruguay at an app:f'oprlate.tlme n
for o y %ather the basic statistics ang;.‘nfgirin?’icégnszze e
Stu n banking; an 3 -

o2 that geoi‘wgrg%uiizm go dirgc’:tly to Montevideo where
lang TLETN could hold his discussiony with the Genersl
thenger’ get Mr. Grove properly started on his work, an

o on to nearby Buenos Aires. '
devey,, Triffin's reasons for visiting Buenos A1rgs are
chiefOPed in some detail in the attached excerpt. His
o epurpose is to consult Mr. Prebiscl)zr,1 wgg wirsmr:;gaigr
{ s ' til the Gove .
tfxionels fgi‘iédb?x?_rkn gg ﬁg‘gigﬁ%nav;{l Prebisch is ?ertaan:Y
e igutsta'nding figure in central banking in Latin America.
minista keen €conomist as well as an unusually able ad-

Fator. Ur, Trifrin wants to go over the Paraguayan
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n %
oﬁiogect With him from the standpoint of Paraguay and of
the sgr;her work in Latin America. He also wants to get
e, alf of the Bank, with whom he is well acquainted,
oup spp ¥ him with the material necessary to complete

"g of Argentine banking.
021 o o?ave consulted Mr. McGurk, Deputy Director of the
What, the Am§r1can Republics in the State Department, on
Visit o attitude of that Department would be toward a

« Triffin to Buenos Aires under existing con-

1ty
deogi' The non-political character of the visit was
in ty -2F to him, and after he had talked with others

; hag nz DePartment he called me back to state that they
i bassy iObJGCtion providing Mr. Triffin would keep the Em-
tacty po DUSROS Aires informed and be guided in his con-
"By 1ts suggestions.
to be th the Uruguayan and the Argentine visits appear
era) Reginently worthwhile from the standpoint of the Fed-
‘ Triff?ve System. I would, therefore, recommend that
Se tembe 10 be authorized when he leaves Asuncion about
Argent‘ T 15 to Spend a week or two in both Uruguay and
Thig Wout = Month in Brazil, and a month in Costa Rica.
uld bring him back to Washington early in December."

e

Thy
of S Matter was discussed in the light of the original purpose

s Trifr N
{n 0's visit to South America and participation by the Board

ssions

dist“rbed

tieul&rl

Sed {

ke Latin American countries and whether, because of the
Conds + « ’
Mditions in South America at the present time, and par-

in .
Argentlna, Mr. Triffin should continue his journey as pro-
e, g

t°ret 4rdner's memorandum or whether he should be instructed

ho,
™ upon completion of his work in Paraguay.

n p
uht ®Sponse to an inquiry from Mr. Ransom, Mr. Gardner stated

w&l’e Trlff int

S Visits to Uruguay, Argentina, Brazil, and Costa Rica

Primg s
ril
Qnthe ¥ (1) to complete the information available to the Board

ban)y
in
€ and Monetary situations in those countries and (2) to
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Pt the
Boarq in a position to lend assistance in connection with re-

i8iong
of the monetary and banking laws of Uruguay, Brazil, and Costa

Bica.

Chairman Fecles stated that the participation of the Board in

the La
ti .
= American missions was based on the "good neighbor" policy of

s i
nit,
®d States and that the only way the Board could be helpful in

e .
Se sltuat,ion

Ang

S was to develop information relating to the Latin

r iCan
1 Countrieg and to assist this country in establishing trade
1

lnanes
the ¢lal relationships with the South American nations and assist
m

inp
Udgetary and central banking matters.

i s -
0 this Connection it was emphasized that Mr. Gardner had dis-
U, Triffin:

9
f the State
th

s proposed trip to Argentina with representatives

o Department and that Mr. Gardner had been informed that
c

as
. A0 objection on the part of the State Department provided
" ritegn
g Would keep the American Embassy in Buenos Aires informed
e .
8uideq 4 :
®d in his contacts by its suggestions.

There was unanimous agreement that in
?heSe circumstances there should be no ob-
Jection to Mr. Triffin continuing his trip
a§ Proposed, and unanimous approval was
glven to the following cable to be sent to

1 over the signature of Mr. Thomas:

n
s?&zilBgigd authorizes proposed work in Uruguay, Argentina,
Qlew 4 Costa Rica. Return Washington December. In
Wty blStUrbed conditions be closely guided in each
erican Embassy. Letter follows."




&1g/
Ly e

Chairman Eccles reviewed the informal discussions which had

Sen had
¥ith the Director of Contract Settlement and representatives

Oft
he War Departmen
8

t, the Navy Department, and the Maritime Commis-
on
With
TeSpect to commitments and loans to be made in financing
I'm-:'-na’t,e
Y d war contracts pursuant to the Contract Settlement Act of

He
Said that, it was anticipated that upon the cessation of

hOStlll

tes in EurOpe from 4O to 70 per cent of existing war contracts
Would b P g

¢
oy anceled and that at that time there would be an urgent need
e
Pa

rt
rm‘b of Subcontractors, particularly those below the first tier,
lo
fm&l 40 to release their funds for use in converting their
itieg
of ty to peacetime production. It was clear, he said, that all
&

Ce
th@ S8ary interim financing could not be handled at the same

] 1n ord
hnc er to encourage banks to enter into commitments in ad-
® he haq g,

to th €8ested that the lending bank in each case be permitted
&rge
a -
Ceeq ‘ommitment fee of 3/8 per cent or a flat fee of not to ex~-
Whe
the > Whichever was larger, to cover the bank's costs in making

Yy 3 . ’ .
Ch. . J vestigations and arrangements to set up the credit.

c -
toget tes Sald that in some cases subcontractors would be able
emmHtm g Without exercising their right to obtain loans under their
S a
IIl“‘5}1v;<)x~k lthough the banks would have been required to do just as
thy as

t’if 1f loans had been taken down in the first place. He felt

Proposal were not adopted, the necessary commitments would
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Not, be
e to amall subcontractors end that upon the termination

Of th
e 3
. War in Europe it would not be possible expeditiously to meet

he
Creqdy .
v TeQuirements of such concerns.

e, Draper stated that he was not in favor of the flat commit-

ment ?

e : :
y € of not, to exceed $100 as it appeared to him to be a discrim-
Naty

on aras . .
£ S8nst the small borrower. For instance, he said, it vould

Lot U
SMa1) borrower to pay as high as 7 per cent, figuring yearly
Pest

or 10
Wty

Intg

ik Per cent plus a commitment fee of #100 if the loan were
7000 anq paid off at the end of six months. This would compare
5~3

/8 Per cent interest and commitment fee for the larger borrower.

l‘ae
Per agdeq that it was true that many of these smaller commitments

Ughy "

ey . .
fope = Materizlize into loans but, even so, he felt that the dif-
nt.i

between the small and the larger borrower seemed too great.
Chairman Fccles' proposal was dis-
Cussed at, some length, and Mr. Ransom in-

dicated that he was in agreement with it.
oWever, no action was taken.

thh@wAt this Point Messrs., Leonard, Vest, Wyatt, Thomas, and Gardner
quQWhl Tom the meeting, and the action stated with respect to the

€ matten was then teken by the Board:
BQ& Stter o Mr. Meyer, Assistant Cashier of the Federal Reserve

o .
89, reading as follows:

n
Ders°n::§ Board of Governors approves the change in the
of Chie c¢lassification plen of the Federal Reserve Bank

£9 involving the establishment of the position
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of s

of Asen10r Credit Analyst, as requested in your letter
Ugust 14, 194, .0

Approved unanimously.

Thereupon the meeting adjourned.

k\\*ﬂfﬁff»/~,

= c?f%EJf

LALA

Assistant Secretary.

Chairman.






