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& Meeting of the Board of Governors of the Federal Reserve

Vsten .
Was held in Washington on Friday, February 2, 1945, at 10:30
a'm.

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

{ Mr. Morrill, Secretary
% Mr. Carpenter, Assistant Secretary
| Mr. Thurston, Assistant to the Chairman
Mr. Goldenweiser, Economic Adviser,
Division of Research and Statistics
Mr. Smead, Director of the Division of
Bank Operations
Mr. Parry, Director of the Division of
Security Loans
Mr. Thomas, Director of the Division of
Research and Statistics
Mr. Vest, Assistant General Attorney
Mr. Ellis, Assistant Director of the
Division of Research and Statistics
Mr. Brown, Assistant Director of the
Division of Security Loans
Mr. Wyatt, General Counsel
Mr. Hansen, Special Economic Adviser
to the Board
Mr. Gardner, Chief of the International
| Section of the Division of Research
i and Statistics
Messrs. Triffin, Thorne, and Grove and
Miss Bourneuf, Economists in the
Division of Research and Statistics

censemr

e

Mr, mson.
oy Triffin completed his report on his recent mission to Latin
lca
» outys g < . e . ’ .
tllnlng in that connection conditions in the various countries

| oy
f ¢h
i eV’i 3

tog Sited and the work he was able to accomplish during the mis-

The
Substance of his statement, which covered his visits to




168

25

Argentina

-
> Uruguay, Brazil, and Costa Rica, is contained in memoranda
PP by him under date of January 10 and 11, 1945.
Following his report Mr. Triffin referred again to certain

matte
rs i s . . . . < @ 3
N connection with Latin America on which decision or guidance

¥ the p
o ’ ; ‘ ;
ard was desired. These questions are discussed in a memorandum

prepare
: by ur. Triffin under date of January 11, 1945. He also referred
0

re .
duest, received from Salvador that the Board suggest the name of

i:r:gage €Xpert who might assist in reorganizing the mortgage bank in
by Yp TNET. It wag understood that these matters would be discussed
.. Saymezal with appropriate members of the staff and that he would
i TeCommendations as to action to be taken by the Board.

& Taoes
% brief statement was also made by Mr. Grove on his work in
L'}

th Amerps
erica ag outlined in a memorandum which he addressed to the
an,
un
der date of January 11, 1945.
I %
the n connection with the personnel needed to do the work for
BQ ar

d :
th 0 banking and monetary matters in Latin America similar to

Q Yo
™ being done by M Triffi d Grove, and the possibilit;
Ofbri y Messrs. Triffin and Grove, an possi v
8ing Citizens o

gy f Latin American countries into the Board's or-
ization o

“Nr N scholarships and other similar temporary arrangements,
e

Wag .
XESp & discussion of the procedure and policy of the Board with
e

tto ou s
chi Visitors from South American countries. It was agreed that
al

at 3
tention ang consideration should be given to such visitors.

At g .
this point Messrs. Gardner, Hansen, Triffin, Thorne, and
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fove ang Miss Bourneuf withdrew from the meeting.
There were presented telegrams to Mr. Flanders, President of
eeFEderal Reserve Bank of Boston, Messrs. Treiber and McCreedy, Sec-
Aries of the Federal Reserve Banks of New York and Philadelphia,

respectiVGly i . .
ity » Mr. McLarin, President of the Federal Reserve Bank of
anty

1 .
> Mr, Dillard, Vice President of the Federal Reserve Bank of

c N
hlcago, Mr. Stewa

L rt, Secretary of the Federal Reserve Bank of St.

Ouis, Mr
. Caldwell, Chairman of the Federal Reserve Bank of Kansas

Cit,
7y anq
% M. Earhart, Vice President of the Federal Reserve Bank of

Panej .
SC0, stating that the Board approved the establishment with-

i\ cha
n
b £® by the Federal Reserve Banks of Chicago, St. Louis, and San
&nclsco o, Jana
Wary g
City
s ang ;
% San Francisco on February 1, 1945, and by the Federal Reserve

ry 30, by the Federal Reserve Bank of Atlanta on Jan-

b
> %7 the Federal Reserve Banks of New York, Philadelphia, Kansas

of BOs
istj~ ton today, of the rates of discount and purchase in their ex-
e Schedy] eg

Approved unanimously.
At
by}ﬁm My, Draper's request there was read a memorandum addressed
to ¢
fe Boarg under date of January 18, 1945, as follows:

n
° conizdseems ?0 me that the time has come for the Board
q'rementer again the matter of raising the margin re-
to o ecisf preferably with a view to bringing the matter
qnirement:lgg- My recommendation would be that the re-
r

level to t purchases be raised from the 4O per cent

Hel 50 per cent level, thus putting them on the
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S8l percentage basis as the present requirement for
Short, sajes.

thig "My Principal reason for favoring such action at
Placedime i1s that it is called for by the responsibility
5 on the Board by Congress. That responsibility is
Prevent' excessive use of credit for purchasing or
ac’t-ior];ng Securities and effective prevention requires
Quireg efore an upward movement of stock prices has ac—
€nouzh too mch momentum. If action is not taken soon
the rio > the situation may get so far out of hand that
'St We can do would be ineffective.
85 whe € case for the proposed action is much the same
Stron N we last considered the matter, only somewhat
Cent ier. The general level of stock prices during re-
Year h‘?eks has been rising to a succession of new seven-
frequelfhé The volume of trading is again above normal,
V°lumen 1y approximating two million shares per day. The
debit 0{ stock—X}larket credit (as measured by customers!
at the g ance.s) is again increasing. After having been
ang at flszoo million dollar level in the summer of 1942
last, No e $950.million dollar level from last July to
levey aVember, it has increased to the billion dollar
ime o nd perhaps somewhat more —- and is for the first
wovVe any level since the beginning of 1938.
Use jgq h:.faCt that the amount of stock-market credit in
; Opini°ns 11 not very large is counter-balanced, in my
f the Sito by its upward tendency and the other factors in
tion 3 uatio{l. Among these is the fact that the propor-
‘ Llesg th Margin trading by the public, which is seldom
F Leve oan 40 per cent, commonly rises to the 50 per cent
" Sidepy M sharp advances in the market. The important con-

speclll;it?n is that margin trading is in its very nature
begin . . Ve and that when margin trading by the public

nific:nto I"ise to an abnormal level we are given a sig-
°f Such Signal. Along with the increase in the proportion
Nunhe,, otradlng, there is also an increase in the absolute

Countyg shares which are being carried in margin ac-

n
quil‘emif the Board should decide to raise the margin re-
f_ the o NS as herein recommended, I should favor letting
Co o0 speak for itself, announcing it without ac-

Usyg) b € explanation or comment. This has been our
§ it,n PTactice and I see no reason for departing from
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Chairman Eccles stated his feeling that there could be no
:bjection to the action proposed by Mr. Draper to the extent that it
®rved the Purpose of placing purchases and short sales of securities
::the SaMe margin basis, as there was no longer any justification for
s.e Hlsting differential, but that there was a question as to what
l&uficance it might have as a step in the direction of deterring

SPecyy g4+
at 3
W i trading in the market. He also said that discussions
®re ng
W bes . ]
h being carried on by the Economic Stabilization Board, of which
8

% :e:i X;lember, of steps that might be taken in the field of taxation

Umt’f ¢ontrol to prevent further inflationary developments, and
or Teasons which he outlined, he thought the problem would have

¥ e attacked Primarily through taxation and only secondarily through

€ of .
§ éredit controls. He added that he was preparing a memo-

on
Wo the matter for the Economic Stabilization Board and that he

Pref .
gy °F %o await the outcome of these discussions before taking
0

0 on .
Dup "ergin requirements beyond equalizing the requirements for
¢

hag
esa
A4 short sales of securities.

M. ok

alﬁn UeKee questioned whether it was not as possible to have
Argy
8 s 14

gy fourities market with a 50% margin under present conditions

Wag s
b 0 1929 with a 25% margin and whether it would not be desir-

e fQI‘
the
Dmmr Board to give careful consideration to how limited its
8

°Te ang ¢ : ;
ahumr- O make it clear to the public and Congress that the
it;

J of
the Board ig not sufficient to insure against a runaway
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Darket
Under conditions that might develop.

There was a discussion of Mr. McKee's suggestion and the

Purty,
er .
Point, raised by him, whether it was desirable to equalize

Margin
I‘ .
1 ®Quirements on purchases and short sales of securities. Mr.
Tarry g
ated that it was clear that the reason that existed for the

{£terg
n s

i tial when it was made effective by the Board no longer obtained,
@ d thay,

| > therefore, the differential should be eliminated.

T
here Was also a discussion of the point to which margin re-

quire
men 1, .
& S Might reasonably be raised for the purpose of preventing
RIS

eXCGSSiVe e
ty

€ of credit for the purchase or carrying of securi-
es,
and :
2 Chairman Eccles stated that, if effective action were not

v 4
he Government, in the tax field to meet the threat of infla-

on ang
t
% . here was substantial speculation in the securities market,

Oard
sh : - - - o o
uld meet it by a vigorous increase in margin requirements.

In order to bring the matter to a vote
- Draper moved that the Board take action
© reduce the maximum loan value of registered
Sécurities in a general account, prescribed
10 the supplement to Regulation T, and on

s§°°k5: as prescribed in the first paragraph
°o ;g; supplement to Regulation U, from 60%

' DraPeP'S motion was discussed in the light of statements

b e i
* Uolde .
thr NWeiser of reasons why he thought the action contemplated

.

Tapep! .
Pay PEr's motion would not be desirable at this time, and by Mr.

o
reg
SONs why he would favor the action.
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Mr. McKee moved, as a substitute for
Mr, PDraper's motion, that action on a change
in margin requirements be deferred pending
the outcome of the discussions of the Economic
Stabilization Board, to which Chairman Eccles
had referred.

¢ This motion was put by the chair and
! lost, Mr. McKee voting "aye" and Messrs.

ECCles, Ransom, Szymczak, Draper, and Evans
voting "not.

Mr. Draper's original motion was put
by the chair and carried, Messrs. Eccles,
Ransom, Szymeczaek, Draper, and Evans voting
"aye" and Mr. McKee voting ™o".

In accordance with Mr. Draper's mo-
tion the following actions were taken by
the Board. In this connection Mr. Draper
&nd Mr. Parry explained that the action
to reduce the maximum loan value for spe-

g ¢lal omnibus accounts in the supplement
'O Regulation T and on registered stocks
| in the case of a loan to a broker or dealer
| s prescribed in the supplement to Regula-
' ion U was in accordance with the policy
followed in the past of having a differ-
ential of 15% between the maximum loan
Value of securities in general accounts
and special omnibus accounts under Regu-
ation T, and between the maximum loan
Yalue for purposes of Section 1 of Regu-
lation U, and on registered stocks in
the case of 2 loan to a broker or dealer
under that regulation.
On these actions Mr. McKee voted ™no":

1. The following amendments to Reg—
; ;l&tions T and U were adopted, effective
| Sbruary 5, 1945:
i n
effectghe Supplement, to Regulation T is hereby amended

Ve February 5, 1945, by changing the meximum loan
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n
"S’Slue figure '60 per cent' in the first paragraph to
1 Per cent', and by changing the maximum loan value
cegtux‘e '75 per cent' in the second paragraph to '65 per

as foil zgsfhat as thus amended the Supplement will read

"SUPPLEMENT 70 REGULATION T

UISSUED BY THE
BOARD OF GOVERNORS
OF THE
FEDERAL RESERVE SYSTEM

"Effective February 5, 1945.

! Y
I lolx’;i“&m_lnn loan value for general accounts. - The maxi-
empt U Velue of & registered security (other than an ex-
3 of Resecur%ty) in a general account, subject to section

t gulation T, shall be 50 per cent of its current
g Value,
The p.———2um loan value for specisl omnibus accounts. -
an e;?mm;mm loan value of a registered security (other than
to SeCt?L ed security) in a special omibus account, subject
Curreny, °n 4 of Regulation T, shall be 65 per cent of its

. eTket value.
be mchuired for short sales. — The amount to
decoyy Uded in the adjusted debit balance of a general
Margsy rléur_suant to section 3(d)(3) of Regulation T, as
SXempt g qulrec.l f'or short sales of securities (other than
Darket, Vaiecurltles) shall be 50 per cent of the current
Speci» Ue€ of each such security, and in the case of a
deale, _mubus account with another member, broker or
Market’ Such amount shall be 35 per cent of such current

€ value’"
n
fectivgh; Supplement to Regulation U is hereby amended ef-
Value i €bruary 5, 1955 ,» by changing the maximum loan
Der cent%’ul‘e '60 per cent' in the first paragraph to '50
Per C;ni?d by changing the maximum loan velue figure
So

that, i in the second paragraph to '65 per cent',
Lows;, S thus amended the Supplement will read as fol-
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"SUPPLEMENT TO REGULATION U

"ISSUED BY THE
BOARD OF GOVERNORS
OF THE
FEDERAL RESERVE SYSTEM

"Effective February 5, 1945.

, "For the purpose of section 1 of Regulation U, the
tea”rmedﬂmn loan valye of any stock, whether or not regis-
cent ogn.a national securities exchange, shall be 50 per

&

ts current market value, as determined b
reasonable method i ’ i
n o

th Loans to brokers and dealers. - Notwithstanding

curit;:eg"ing, a stock, if registered on a national se-
Valye of‘ ZXChange, shall have a special maximum loan
deteyms > per cent of its current market value, as
loapn to €d by any reasonable method, in the case of a
Ceptg a broker or dealer from whom the bank (1) ac—
that h:n.EOOd faith a signed statement to the effect
(op ’Chatls subject to the provisions of Regulation T
t Siiat € does not extend or maintain credit to or
Wepe Sub‘fmers except in accordance therewith as if he
D“I‘SuantJect thereto), and (2) receives written notice,
Ssion to a rule of the Securities and Fxchange Com-
CUritiescgncemlng the hypothecation of customers' se-
~Lsca ) ¥ brokers or dealers (Rule X-8C-1 or Rule
Carrieq o’ to the effect that the stock is a security
for the account of a customer.™

2. The following statement for
the press was approved for release in
he morning papers of Saturday, February

35 1945:

n
ten toThe ],3°a1‘d of Governors of the Federal Reserve Sys-
I‘equireay increased from 40 to 50 per cent the margin
ety oy Tents for purchasing registered securities. The
8ln pe 18 effective February 5. This brings the mar-

Levey g‘sllrements for purchasing securities to the same
%ary am that for making short sales. Text of the neces—

og Sments to the Board's Regulations T and U is
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Thereupon the meeting recessed and reconvened at 3:00 p.m.
"ith the «s

€ 81X members of the Board and Messrs. Morrill, Carpenter,
Teibelpi

8, Vest, and Cagle of the Board's staff, Mr. N. L. Leachman,

Specig

1

" Counsel fop the Board, and Messrs. Ira Clerk, First Vice Pres-
eng

" * 8nd Mp, 3, C. Agnew, General Counsel, of the Federal Reserve
ank

°f San Francisco, being present.

" Boarzn dccordance with the decision reached at the meeting of

recomenda:r_l January 31, 1945, there was a further discussion of the

b o 10ns made by Messrs. Dreibelbis and Leachman with respect
i Sdure jn connection with bank holding company affiliates, and

techn:::elbis stated that it would take several days to work out the

g details of the recommendations, and that it would be his

! :
ggestlon that . . .
BO&rd only the guestions of policy be considered by the
8% thig meeting.,

e, " II:: ¥he discussion which ensued it appeared that the staff
e
the proposaient’ except Mr. Cagle, were in general agreement with
Cﬁgle Bres that a11 outstanding voting permits be terminated. Mr.
en rred to reserve his position until the views of the Fed-
ReserVe .

Do Banks were obtained. All the members of the staff were

Seq t
0 s
Jc'er’lm.natlorl without previous notice.

Mr,
to e Clerk stated that he was in agreement with the proposal
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Mr, Agnew referred to the suggestion made at the meeting

°f the Board op January 31, 1945, that all existing voting permits
etenunated without previous notice with the understanding that
i:WiSim Would be made for the immediate issuance of temporary vot-
w'éImrmits Where that was found to be necessary. He stated that
tijjo:elh&d been inclined to favor that procedure he had come to
i ““usion that such action would be a mistake and that it would

® his recomn
been

endation that after the necessary staff work had
g
don
€ on the proposed procedure, including the regulation and

fo
of S
appllcatlon, they be submitted in tentative form to the

Sdergy
Reserve Banks, and that after their suggestions had been

obtai
Neq
®nd before adoption by the Board the draft of regulation

&nd
form f applicati i i
{ on be submitted to the holding company affil-

&‘tes
or
comuent. While he thought that this procedure would not

&void
1444 oatg
hﬂdln lgatlon’ as he would be surprised if one or more of the
€ e s .
ooy *Mpanies did not attack the action in the courts, the pro-
Ure

Wo .
uld Provide the most comprehensive and clearest basis for

Lty
s
: 8ation that might develop. He also felt that, while such
result -
Hoy |

el‘\e "
determineq by the courts not to be within its present
DQWGPS

S Most unlikely, if the Board's efforts in this connec—

s 1t

Lon Woulq provide the best possible basis for asking Congress
24dy 4.4

“Honal legiglatson,
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Ur. Cagle said that it was his suggestion that the pro-
pi’sal for termination of outstanding voting permits be first sub-
Z‘utted %o the Federal Reserve Banks which have holding company af-
riliates in their districts, and Chairman Eccles suggested that rep-
t:e:z&ti"es of these banks be asked to come to Washington so that

ole background of the matter could be presented to them.
. There was general agreement with this procedure with the
ederStanding that when a consensus was reached with the Federal
s Banks the matter would be presented, through the Federal

8
Serye Banks, ¢ t : naq s
gy > to the holding company affiliates for their com-

.

T
o here was further discussion of whether such a procedure

preﬁ():ntemplate termination of existing voting permits without
tha, thatmtice to the holding company affiliates, and it was agreed
Dreibelb. Should not be done. In connection with this point Mr.
'S referred to a memorandum which he and Mr. Leachman had

Pre
q,
t orth the following reasons which appeared to them

Q m&k
€ s 3
Uch action undesirable:

n
aly vo& has been suggested that the Board terminate
Pany afgg‘permits and advise the affected holding com-
they liates after action has been taken, telling

. At th
vo‘f‘lng pe
qull‘e

€ same time that they may obtain a limited
vvrmit in the interim if the occasion should re-
‘¢ do not favor such a procedure for the follow-

§ Teasong:
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"l. While such action technically might not af-
fect the legal right of the Board, we are persuaded
hat, affording an opportunity to the affected holding
Companies to register any agreements would.have'a psycho-
logicay advantages in the event of any Litigation.

"2. The Board's standing policy of affording af-
fecteq parties an opportunity to register objections
M suggestions in connection with the issuance of the
8rd's regulations has real advantages both from the
Publje relation standpoint and from the valuable sug-
Sestions which have been received from time to time.

. Would not, recommend departing from that procedgre
M a specia] case unless the advantages of departing
Outvei gheq the advantages of following the usual pro-
codure. The mere fact that the Board had terminated
& voting permit would not prevent any holding company
fr?m acQuiring any further subsidiaries so that termin-
:tgg Without notice would not necessarily maintain a
S quo,
in "3('1 Finally, it must be remembered that all hold-

$ companies would become subject to the Investment
Act op 7.

940 the minute general voting permits were ter—

Tateq, hThey wﬁg corélrt.j_nue to be subject to the In-

ompany Act of 1940 even if temporary permits
t:le © 1ssued unless at the same time the Board should
Stermine Such companies to be primarily engaged in the
t“SinesS of managing and controlling banks. In order
th Dake gych determination the Board WOI:Ild have to give
woe SEC an opportunity to be heard. MS, ?f course,
f'uld be true if a future date for termination were
wtxed but we have good reason to believe that the SEC
cauld N0t want to be heard except in the one or tw?
ises Where its recommendations probebly would be in
thne "1th the Board's objectives. If we should go to
oe SEC noy before terminating all permits and get them
in ag’x_‘ee Not to be heard except in the one or tx::o cases
theWthh they are interested, we would be singling out
onese Companies for special treatment and would 'lose

of the big advantages of the whole program.’

Ve S tmen t C

At the conclusion of the discus-
sion, it was agreed unanimously that
arrangements should be made to have
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representatives of the Federal Reserve
Banks which have holding company affil-
iates in their districts come to
Washington as soon as possible for a
discussion of the proposed procedure,
that in the meantime Messrs. Dreibelbis
and Leachman would work out the techni-
cal details of the procedure with Mr.
Cagle and other staff members, and that
after the meeting with the representa-
tives of the Federal Reserve Banks the
matter would be presented to the Board
again for further action looking to the
: submission of the proposed revision of
i Regulation P and application for a vot-
| ing permit to the holding company affil-
x lates for comment.

% 4 Thereupon, Messrs. Dreibelbis, Vest, Cagle, Leachman, Clerk,
z 4 Agnew ve
: ey Withdrew from the meeting, and the action stated with re-
Dect t
by ® ®ach of the matters hereinafter referred to was then taken
the Boarg:

¥ The Minutes of the meeting of the Board of Governors of the
Sr
al Reserve

g System held on February 1, 1945, were approved unani-
usly,

M ;
e SMorandum dateq Janvary 29, 1945, from the Personnel Commit-
Teeg, .
g mmendlng that Elliott Thurston be appointed a member of the
|

S
Omnittee on Deferment of Government Employees to succeed Mr.

Larton .

Approved unanimously.

Me
Orth Morandyny dated January 30, 1945, from Mr. Leonard, Director
e s

1vi gy
Vision of Personnel Administration referring to the action
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take
n b
Y the Board on January 4, 1945, in authorizing lump sum pay-
Mentg ¢
T accumleted and accrued annual leave in cases of separation
om Sepys
TVice and in cases of employees going into military or maritime

sel.vi
Ce
> Who elect to receive payment for their annual leave. The mem-

Orang
um
: Stated that the resignation of Mr. Clayton had raised a question
"hethe
r
0 employee of the Board could elect to receive payment in a

Wy o
um
for accumulated and accrued annual leave or to remain on the

Pa
7Ol wntiy e

¢ expiration of his leave, and that it was recommended,

OI‘ the
15 . <
€&sons outlined in the memorandum, that an employee who was

PESi 5
gﬂlng or bei . . .
Nng separated from service with the Board be given the

Wty
N of -
Teceiving a lump sum payment for accumulated and accrued an-

mml 1
cay
© Or of remaining on the pay roll as heretofore until the ex-

Plpay s

Approved unanimously.

Let,
ter to ur. Rounds, Chairman, Retirement Committee, Retirement

Step

of

reagy the Federal Reserve Banks, Federal Reserve Bank of New York,
g ag follows:

n
conVerzzz? YOH? letter of January 19, and subsequent
Hogiie ion with Mrs. Frank, it appears that there may
letten o?lsuﬂderstanding as to the intent of the Board's
Paymen ofJanuary 17, 1945, regarding the instalment
active aCcv:lmulated contributions in the case of death
ny Service of a participant in the Board Plan.
the K € Board'g reply of January 17 related solely to
Payme Posal under immediate consideration, namely, the
partici of accumulated contributions in cases where the
tion 9 Pant also has the death benefit provicded by Sec-
°f the Board Plan.
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toe "The question of whether the instalment payment of
of ggulat?d contributions should also be permitted in case
hév ath in active service when the participant does not

© the death benefit under Section 9 was not submitted

e Board, and the Board's letter, therefore, does not

cOVer Su0h cases. n

Approved unanimously.
With a letter dated January 26, 1945, Mr. W. F. Sheehan, Chief

Exanane
T for the Federal Reserve Bank of New York, transmitted a copy

of
fn &greement exe

v cuted by Morgan & Cie. Incorporated, New York, New
0 )

by
3
Pursyant, to the Board's letter of January 19, 1945.

In accordance with the Board's let-
ters of December 14, 1944, and January 19,
1945, the following actions were taken:

1. An order was adopted by unani-
Mous vote as follows:

“"ORDER OF THE
BOARD OF GOVERNORS OF
THE FEDERAL RESERVE SYSTEM

"February 2, 1945
" Yy
Organiggggéé§ Morgan & Cie. Incorporated, a corporation
New Yor and existing under the laws of the State of
busineas 04 having its principal office and place of
br&nch S at N§W York, New York, desires to establish a
Board oat Paris, France, for which the permission of the
Wireg Vernors of the Federal Reserve System is re-
to wipursuant to the provisions of the agreement entered
of secty € said Board of Governors under the provisions
el 25 of the Federal Reserve Act; and
DPOPErly\S it appears that the said Corporation may
Frag ’ e authorized to establish a branch at Paris,
n o
orpﬁ%gtez%mm, IT IS ORDERED that Morgan & Cie.
Tanch

Ne
a b

d be and it hereby is authorized to establish
&l Paris, France, upon the condition that unless
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"the branch hereby authorized is actually established
ind Opened for business on or before July 1, 1945, and
e

Board of Governors of the Federal Reserve System ad-
Vised

and op
Such p

in writing that the branch has been so established
ened for business, all rights hereby granted as to
ranch shall be deemed to have been abandoned gnd

he authority hereby granted as to it shall automat19ally
SMinate; but, if the branch shall have been established
) oPened for business on or before said date and the
Boarq op Governors of the Federal Reserve System shall
have been so advised in writing, the said Corporatlon.
T8y operate and maintein the same subject to the provi-
long of the agreement entered into with the Board of '
SVernors of the Federal Reserve System under the provi-
Slons of Section 25 of the Federal Reserve Act."

2. The following letter to J. P.
Morgan & Co. Incorporated, New York,
New York, was approved unanimously:

."This refers to the application of your bank for
Permi ssion of the Board of Governors of the Federal Re-
Pede. System, under the provisions of section 25 of the
ncer €serve Act, to invest in stock in Morgan &.Cle.
natorporated, a corporation proposing to engage in inter-

lonal op foreign banking. Reference is also made to
& giagreement dated January 26, 1945, executed ?y Morgan

s NCorporated in accordance with the requ}rements
corsecti?n 25 of the Federal Reserve Act,_by which such
itsporatl°n agrees to restrict its operations and conduct

business iy the manner set forth therein.
"The Board of Governors of the Federal Reserve Sys—
OVes the application and grants permission to
°rgan & Co. Incorporated, New York, New York, sub-
Reg all of the provisions of section 25 of the Federal

Vol ¢t, to invest in the stock of Morgan & Cie. In-
the sum of $850,000, representing.S,BOO shares
of & S apital stock of such corporation having a par value

100 Per share, provided that such investment pe con-
BOardted not later than July 1, 1945. Please advise the

*hen the investment is made."

t
J?mb?ppr

c
s

| 3. Unanimous approval was giYen to
; the following letter to Morgan & Cie. In-
corporated, New York, New York:
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Y h"The Bogrd of Governors of the Federal Reserve Sys-
enteras received the agreement dated January 26, 1945 )
Sionsed into by your corporation pursuant to the provi-
apprc of section 25 of the Federal Reserve Act and has
i ved.th?‘ application of J. P. Morgan & Co. Incorporated
COereI‘mlssmn to invest $850,000 in the stock of your
Oration.
Wit ;iection.S of the agreement provides that, except
era] € permission of the Board of Governors of the Fed-
liabil?s?rve System, the aggregate of the Corporation's
ten 1ties, as defined by the section, shall not exceed
Plus S the amount of its subscribed capital and sur-
gram‘;s This is to inform you that the Board of Governors
pl‘escr'its P?I'Ipission for your corporation to exceed the
e 10bed limits, subject to the provisions of section
A4t oy sfaf{‘eer.ner}t and provided you will rfaintain a con-
llabilities:fquldlty consonant with the nature of your
COrpO:ETg?losed is a copy of the order aui.:horizing your
W11 pe 1on to.establish a branch at Paris, France. It
lishe d appreciated if , when your Paris Branch is estab-
oarg o?nd opened for business, you will transmit to the
New Yop Governors through the Federal Reserve Bank of
Bl‘anch & copy of the statement of condition of the
tieg, which should alsc show any contingent liabili-
n i
the Stzgeclal Regulation No. 15 of the Banking Board of
iy € of New York by subsection (3) of section (a)
°°I'pora§§aph 3., Investment of Funds, provides that your
Y othe On may invest in so much of the capital stock of
¥ I‘esolr Corporation as may be specifically authorized
Whep 5 utﬂlon of the Banking Board. You are requested,
Sig ppl_-lcation is made to the Banking Board for permis-
tion o 0Vest in the capital stock of any other corpora-
to tl’1e ; furnish simulteneously a copy of such application
to the ederal Reserve Bank of New York for transmission
oard of Governors for its informetion.
Reserveou are requested also to furnish to the Federal
of Gy o nk of New York for transmission to the Board
tii‘icatmors: certified copies of any amendments or cer-
State Oi?s that may be filed from time to time with the
ganizatj_ New York in connection with your corporate or-
Yons 4 d°n and certified copies of any special regula-
°pted by the State Banking Board applicable to
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n
your Corporation. It is noted from your organization

Jor°Ts that ist i Septembe
12, 19,60 your corporate existence expires Septe T

L. A letter to Mr. Wiltse, Vice
President of the Federal Reserve Bank
of New York, was approved as follows:

J&nua"The Board has received Mr. Sheehan's letter of
teredr¥ 26 t?ansmitting the duly executed agreement en-
Pure into with the Board by Morgan & Cie. Incorporated,
. U8nt to the provisions of section 25 of the Federal
Serve Act.

Dorat:gttaCheé is a letter to J. P. Morgan & Co. Incor-
in tpe granting the Board's permission to invest $850,000
doen 1 Stock of Morgan & Cie. Incorporated. Attached also
Board'etter to Morgan & Cie. Incorporated granting the
gregats bérmission to exceed the prescribed limits on ag-
Frang ¢ lisbilities and to establish a branch at Paris,

€+ Please deliver these letters to the addressees.

Copj
Ples of the letters are enclosed for your files."

Memorandum dated January 30, 1945, from the Division of Ex-

na lon .
® Submitting, in accordance with the recommendation conteined
t y
he Dlvision'

t°R S memorandum of January 11, 1945, a proposed amendment
e
SWlat o K,

Banking Corporations Authorized to Do Foreign Banking

Sin
*3% under the Te

ang rms of Section 25(a) of the Federal Reserve Act,

draft
S of Seven letters in the form set forth below:

1. Letter to Mr. Wiltse, Vice Presi-

dent of the Federal Reserve Bank of New
York:

IIIn

JnCOrp considering the request of J. P. Morgan & Co.
an

orated, transmitted with Mr. Sproul's letter of

pr°D0§id > 1945, for the elimination from the agreement
to be entered into with Morgan & Cie. Incor-
i ®depgy ' LUrSuant to the provisions of section 25 of the
€serve Act, of the section which prescribed a
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itﬁltation on the aggregate liabilities of Morgan & Cie.
‘Surpiﬁorated in relation to its subscribed capital and
Subst, S,.the Board gave consideration to the effect of
V éntially similar provisions applicable to foreign
é inte ‘g corporations operating under agreements entered
; erninvlth the Board and in the Board's Regulation K gov-
| %Aforelgn banking corporations chartered by it.
French EQYOP know, International Banking Corporation,
Internat'erlcan Banking Corporation, and First of Boston
inte Witlonal Corporation operate under agreements entered
rovied h the Board and The Chase Bank is subject to the
Ment, angns of Rc.agulation K. It is felt that the manage-
hag b operation of these foreign banking corporations
BO&rd'sn sucp as to justify the granting to them of the
amoynt, ?erm1§s1on to exceed the limits placed on the
SUbScrig thely aggregate liabilities in relation to their
ttaChedei capital and surplus. Accordingly, there are
ation o ;tters addressed to International Banking Corpor-
rench American Banking Corporation advising them
. € Board grants permission for them to exceed the
Ment,g wgihaggregate liabilities prescribed in their agree-
Hae the Board. There is also attached a letter to
has apq 3 Bank advising that institution that the Board
gregatenL?d the provisions of the paragraph entitled Ag-
Regulati labilities of the Corporation, of section XV,
in may b°n K, to provide that the limits prescribed there-
the Boarg €Xceeded with the Board's permission and that
Wil pe granps such permission to The Chase Bank. It
the ing 4Ppreciated if you will transmit the letters to
clOSedlEutlons mentioned, copies of such letters being
ny or your information and files.
the Firsi Board is similarly amending the agreement of
ASsachy, of Boston International Corporation, Boston,
Yory Ci Setts, whose operations are carried on in New
i Y+ There are enclosed for your information and
the FeZ°Ples of letters addressed in this connection to
4 eral Reserve Bank of Boston and the Corporation.
Umitg ; agreement with the Bankers Company of New York
ing op ste operations of that company solely to the hold-
1 Of thig ock in a British fiduciary affiliate. In view
| respect.sltuation, the agreement contains no provisions
i D Oflﬁg the aggregate liabilities of the Bankers Com-

f ew York,"
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2. Letter to Mr. Flanders, President
of the Federal Reserve Bank of Boston:

presc"?he Board has had occasion to consider thg limits
enterrlb?d for foreign banking corporations, which hgve
Sionsed into agreements with it pursuant to the provi-
ag of section 25 of the Federal Reserve Act, on the

gre@§te liabilities of such corporations in relation

s ®ir subscribed capital and surplus. Consideration
- Een given also to such limits prescribed in Regula-

- f?r‘foreign banking corporations organized under
Aot Provisions of section 25(a) of the Federal Reserve

Nent "The Boa?d has concluded that section 5 of the agree-
; tion egtered into by First of Boston International Corpora-
th&t,thOSt?nf Massachusetts, should be amended to provide
biliti e limits prescribed therein on its aggregate lia-
& exces in relation to subscribed capital and surplus may
permiseided.wlth the permission of the Board and that its
o Clai'on in this connection be granted. Also, i? order
Positg 1fy the period over which domestic and foreign de-
amendedare to be averaged, the section shoul@ be further
"Atto place the period on a monthly basis.
InternatFached is a letter addressed to First of Boston
Boapq ; .ronal Corporation amending its agreement with the
appreciotinCOrporate the changes mentioned. It will be
OSton ; d if you will transmit the letter to First of
loseq nternational Corporation, a copy of which is en-
for your files.®

3. Letter to the International
Banking Corporation, New York, New York:
n
Federafhe regulations of the Board of Governors of the
omp) aReserve System, with which you have agreed to
0 youp S & condition precedent to the purchase of sto?k
£ SQQti°°TP0Pation by nationel banks under the provisions
Eraph °n 25 of the Federal Reserve Act, contain in para-

Vision £h~%HE£§, sub-paragraph b. Acceptances, the pro-
a

e
<

* e

ace

*1N no event shall the aggregate of all your

o Ptances outstanding, plus the total of all

POSits held by you, whether foreign or domestic,

Cacéed twelve times the amount of your subscribed

t Pltal and surplus, except with the approval of
© Federal Reserve Board.'

ex
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ap "This is to inform you that the Board of Governors
y°§r°ves your exceeding the prescribed limits, provided

e zlil maintain a condition of liquidity consonant with
of B ;re of your liabilities and subject to the right
provai oard of Governors to modify or withdraw its ap-

., 28 experience may prove to be necessary.
Acknowledgment of this letter is requested."

L. Letter to the French American
Banking Corporation, New York, New York:
Federsihe regulations of the Board of Governors of the
Comp. Reserve System, with which you have agreed to
i inraS & condition precedent to the purchase of stock
of Sect‘corporation by national banks under the provisions
graph 3103055 of the Federal Reserve Act, contain in para-
Vision tﬁ;{lgzg’ sub-paragraph b. Acceptances, the pro-
;-—-in no event shall the aggregate of &ll your
dcceptances outstanding, plus the total of all
®Posits held by you, whether foreign or domes-
stg’ exceed twelve times the amount of your
thescrlbed capital and surplus, except with
me_ 2PProval of the Federal Reserve Board.'
vag g iur application to exceed the limits prescribed
Wity tﬁeoved by the Board of Governors on April 9, 1940,
a cOndit.understgnding that you would continue to maintain
lia ilit%on of liquidity consonant with the nature of your
Monty -oS and upon condition that, as of the end of each
Feder; JOu submit to the Board of Governors through the
infg eserve Bank of New York a report showing certain
on regarding your condition.
been shk S 15 to inform you that the reports which you have
be -SCOmlFtlng monthly to the Board of Governors may now
Nopg orntlnued and that the approval of the Board of Gover-
tiHUed Jou to exceed the prescribed limits is hereby con-
tion ofwiFh the understanding that you will maintain a condi-
itieg andlqulqity consonant with the nature of your liabil-
Mogs ¢ Subject to the right of the Board of Governors to

neie:EaWithdraw its approval as experience may prove to

"
Acknowledgment of this letter is requested.®

" 5. Letter to the First of Boston In-
€rnational Corporation, Boston, Massachusetts:

188
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"Under date of May 11, 1935, your corporation ex-
ccuted an agreement with the Board of Governors of the
F?deral Reserve System pursuant to the provisions of sec-
~On 25 of the Federal Reserve Act, which agreement by
Section 5 prescribed a 1limit on the total liabilities of
your Corporation in relation to its subscribed capital
& Surplus,

"The Board of Governors has concluded that section
i.o? he agreement should be amended to provide that thg
Tits Prescribed therein may be exceeded with the permis-
:;gn °f the Board of Governors and that the period over
sh ch domestic ang foreign deposits are to be avergged
Org d be clarified by placing it on a monthly basis. In
de °r to accomplish this purpose, the Board of Governors

*iTes that section 5 of the agreement of May 11, 1935,

® &mended to read as follows:
'That, except with the permission of the
of Governors of the Federal Reserve Sys-
the aggregate of the Corporation's liabil-
1ties outstanding on account of acceptances,
Monthly average domestic and foreign deposits,
debentures, bonds, notes, guaranties, indorse-

Ments, and other such obligations shall not

®Xceed 10 times the amount of the Corporation's

Subscribed capital and surplus, and that in de-

termining the amount of the liabilities within

the Meaning of this paragraph, indorsements of

bills of exchange having not more than 6 months

© Tun, drawn and accepted by others than the

g°rP°ration, shall not be included;' . .

Vise tlt Will be appreciated if your corporation w1%l ad-
Poseq he Boarg of Governors of its acceptance of this pro-
935 &mendment to section 5 of the agreement of May 11,

the 1 ad forward to the Board a copy of a resolution of
accepzzg of directors of your corporation authorizing such
ce.

n Th
COrporat,
p?Wisio

Boarg
tem’

€ Board of Governors grants its permission for your
lon to exceed the prescribed limits, subject to the
N8 of section 8 of the agreement and provided you
Naty.e iitain a condition of liquidity consonant with the
nyOr your liabilities.
Acknowledgment of this letter is requested."”
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6. Letter to The Chase Bank, New York,
New York:

tie "The second paragraph, captioned 'Aggregate Liabili-
S of the Corporation', of section XV of the Board of

gvgrnorsv Regulation K, Banking Corporations Authorized
25( ; Toreign Banking Business under the Terms of Section

gat: of the Federal Reserve Act, provides that the aggre-
liabilities of such a corporation shall not exceed
Sub:gy-one time ten times the amount of the corporation's
§ i Orlbe§ capital and surplus. The Board recently has
2 Part Cgaslon to review its policy as expressed in this
fQCtig the regulation and has amended the parag?aph, ef-
Permy © as of this date, so as to provide that with the
Srega:Slo? 0? the Board the limitation placed on the ag-
e ® liabilities of such a corporation may be exceeded.
pK of the amendment is enclosed for your information.
gTantsT?ls 1s to inform you that the Board of Gove?pors
limits 1ts P?rmission for you to exceed the prescrl?ed' '
°0nsoné Provided you will maintain a condition of llqgldlty
he n? With the nature of your liabilities and subgect
dray itrlght of the Board of Governors to modify or with-
"As approval as experience may prove to be necessary.
Cxnowledgment of this letter is requested."

7. Letter to the Presidents of all
of the Federal Reserve Banks:

1
ities’T?e Second paragraph, captioned 'Aggregate Liabil-
Regulaz' the Corporation', of section XV of the Board's
e 1on K, Banking Corporations Authorized to do For-
anking Business under the terms of Section 25(a) of
: bilitsderal Reserve Act, provides that the aggregate lia-
i One t‘is of such a corporation shall not exceed at any

; Stripe © te? times the amount of the corporation's sub-

| OCcagy o, oPital and surplus. The Board recently has had
°f the © review its policy as expressed in this part
as Fegulation and has amended the paragraph, effective
Of tpe oo date, so as to provide that with the permission
biliti %ard the limitation placed on the aggregate lia-
"Xs of such a corporation may be exceeded.

be appre§0py of the amendment is enclosed, and it will

lated irf you will make such distribution thereof
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plg your district as appears to you to be desirable. No
Su Lic announcement is being made by the Board with re-
zgct to the amendment except that it will appear in the
g fral Reserve Bulletin in the usual course.”
| By unanimous vote the Board adopted
the following amendment to Regulation K
and approved the seven letters submitted
by the Division of Examinations in the
form set forth above:
"AMENDMENT TO SECOND PARAGRAPH OF SECTION XV
OF REGULATION K
"E?fective February 2, 1945, the second paragraph
sz?ctlon XV of Regulation K is amended to read as fol-

'Aggregate liabilities of the Corpora-
— Except with the permission of the

of Governors of the Federal Reserve
System, the aggregate of the Corporation's
1abilities outstanding on account of ac-
¢®ptances, monthly average domestic and for-
1lgn deposits, debentures, bonds, notes,
Suaranties, indorsements, and other such ob-
Ugations shall not exceed ten times the
Amount of the Corporation's subscribed cap-
1tal and surplus. In determining the amount
of the liabilities within the meaning of

. S paragraph, indorsements of bills of ex-
v ange having not more than six months to
M, drawn and accepted by others than the
Orporation, shall not be included.'"

tion.
Boarq

: Letter to the Presidents of all the Federal Reserve Banks read-
38 £oll ows.

n
Departln Connection with guarantees on behalf of the Navy
Ment under Fxecutive Order 9112 and the Contract
L Act of 1944, there is enclosed herewith a copy
randum received by the Board from the Navy De-

e
of tlemen

Memo
Dertment,

f D°nald > ?ated January 29, 1945, signed by Commander
, i » Welles, Chief of Finance Division, together
Ostats of the enclosures with Commander Welles'

"th Phot
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"mem‘)randwn, regarding the appointment of Mr. Vincent
e, GOUbeau, as Assistant Chief in Charge of Procure-
Tent, ang of Lieutenant Commander George W. Cook, as
SPUty Chief of the Finance Division. _

"For your information, the letters from the Chief
of the Office of Procurement and Material, dated August
2 Y944, ang February 27, 1943, referred to in Comnder
Mellegr Memorandum, were transmitted to your Bank by the
Board with 1etbors’ dated August 10, 194k, and August 1k,
1943 (8‘677), respectively. There is enclosed a copy
gf.t € Provisions of paragraph 314.2 of the Am;.r-Navy
oint Termination Regulation, also referred to in Com~
Tandep Welles' memorandum."

Approved unanimously.
Letter to Honorable Robert A. Taft, United States Senate, pre-

are . .
! for the signature of Chairman Eccles and reading as follows:

on "At the hearings on January 10 of the Subc;ommitte«_a
te Housing ang Urban Redevelopment of the Special Commit-
° o Postwar Economic Policy and Planning, Mr. Faheye
Wizumssioner of the Federal Home Loan Bank Administration,
Natk-x the Support of Mr. Blandford, Administrator of .the

H Rlonal Housing Agency, urged the passage o%‘ the bills

he 70 and H.R. 59/, (which have also been introduced in
th: Senate as 5, 179 and S. 180). These bills (except for
757 *Wssion of one point) are the same as S. 756 and S.
ang’ I‘e*‘-"Pe(!i‘:ive].y, which were before the 78th Congress

ter gn Which hearings were held in May 1944. In a let-
dted May 24, 194, to Senator Wagner, the Board of

opver{lof‘s of the Federal Reserve System expressed its
°t§2iltlon to passage of these bills. Mr. Fahey and
Noes.

i Sagreed with the position we took, and in a
Bgzter dated December 16, 194 to Senator Radcliffe, the
™ discusgeq the bills in some detail, pointed out
Jectone®ific aspects of the bills to which the Board ob-
Drovi:i and suggested changes which would make certain

n

°Ns of the bills acceptable.
8 f

&r as I am aware, no objection has been made
Sécond letter. I am therefore enclosing a copy
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"of 1t, and I shall here set forth some of its more im-
Portant points. It may be noted that Mr. Fahey, in the
e imony referred to above, did not mention any counter-
Part of what was S. 1034 in the 78th Congress.

"In H.R. 594 (corresponding to S. 757 in.the.78th
©ss), we have no objection to the authorization of

1 savings and loan associations to lend on (l) the
Security of notes alone, if the associations are insured
38ainst 1ogg under Title I of the National Housing Act,
224 (2) home mortgages insured under Title II of the Na-
tlonay Housing Act which have maturities up to 25 years.
t{? have no objection to the parallel provisions of sec-
*on 1 of R, 595 (corresponding to S. 756 in the 78th
tongr €ss) which would permit the Federal Home Loan Banks

v € advances secured by such loans. o

H We do not, believe that the remaining provisions of
R+ 59 and of section 1 of H.R. 595 should be enacted.
t_e Predominant investments of savings and loan associa-
008 shoulg be home mortgages, and the powers of associa-
“ons o invest in mortgages on apartment houses and other

9iness properties should not be extended beyond their

pI‘SSQnt scope.

in "Section 2 of H.R. 595 makes an appreciable change
e

may <C Pasis on which the Federal Home Loan Bank System
of qoSSUe debentures to the public. At present, the amount
de entures outstanding may not exceed the amount of

1

?’.gvances from the Banks to their members which are secured
ch Mortgages of g type defined by Congress. The proposed

lay €€ would permit debentures to be issued for a much

in Eer amount and for much broader purposes by including

by o debenture base all Government obligations owned

n e anks, whether held as part of their reserves or

Wha{ 58 well ag advances to members secured in any way

edeever~ The provisions of the present law give the

£ Tal Home Loan Bank System adequate access to 11.1vestment

estals) ;O permit it to perform the functions which it was

at Lisheq by Congress to perform. We feel, therefore,

nection 2 of H.R. 595 should not be enacted.

the TrSeCtion 3 of H.R. 595 authorizes the Secretary of

Loan Beasury to purchase obligations of the Federal Home

Surg, System and of the Federal Savings and Loan In-
A% Corporation with certain limitations on amount.
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e have no objection to the stated purpose of ?;his sec—
lon, but we do object to the broad terms in which the
Proposeq legislation is couched. We have therefore.sgga
gested that the purpose of the section and the conditions
®r which it may be used be clearly defined by Congress.
"The broad problems at which this proposed legis?a—
is aimed are important, and the Board has no desire
© See them ignored. We do not believe, however, that the
-S8lslation offered is desirable for the reasons set forth
Some detail in our letter of December 16.
our subcommittee is holding hearings with the pur-
developing a Federal housing policy gnd program
;1€ postwar period. To my mind, the basic task of a
Ousing Policy or a housing program should be to bring
oup housing supply up to decent standards for the middle
“0d Lower income groups, and to make possible a continu-
ey bettering of the housing available for all income
TLoups at the lowest possible cost. If, after the trans-
ttlon Period, when men and materials are available, we are
© establjgy really good housing standards in a reasonably
Short, ime, and if residential building is to contribute
" S share {0 full employment after the war, then gll the
“Uvities associated with residential building will need
© 3t levels far above any we have known befo?e, and
:}il have to be sustained at these high levels without the

thee fluctuations to which building has been subject in
past,

h "st
Ousjy.
tw g,

tion

Pose of
fOI‘ th

Tictly from the point of view of the provision of
fluctuations in residential building are bad for
eae o 2SONS: first, they mean that we are operating at

% zs than capacity, and thus are obtaining less housing

rig W could have; and second, irregular operations give
cOn:' O costs which could be avoided if operations were

Wwhi “ous, If we are to obtain the volume of building
a.g-rch Yr. Blandford has testified we need (and I should

°¢ that, our need is at least as great as he has shown)
.dgosts Which people can bear, we must eliminate the
fuctuations in residential building.

higp on tO obtain continuous building of houses at the

gréat SVel required is a question which will require a .

%ty deal of study, and measures will have to be adopfe

Auth ¢ Federal Government as well as by State and loca
Sho STities ang by private individuals and groups. I

M 1ike to emphasize that the question must be faced
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isr:.question of providing housing. Programs designed
| in 1se national income, prevent unemployment, and main-
| 5 obi sound credit structure will make it easier for us
§ 5 aln the quality of housing which we can have; but
' ey pr°bl<?ms.in the housing field are sufficiently diffi-
Same i‘}d individual to require special attention. At the
of h me, the measures adopted to stimulate the provision
Ousing must be compatible with the smooth functioning
5 €conomy generally.
AdminiT}tle bills sponsored by the Federal Home Loan Bank
ing hos {'atlon are aimed at some of the problems of financ-
Visimuslng' The main fault I have to find with those pro-
is ¢ as 0{' the bills objected to by the Board of Governors
> In the field of housing finance, they look, basi-
of ne;dto makin{g institutions developed to meet one kind
Creqit meet quite a different kind; and in the field of
p°licy %eélerally, they would weaken the controls of credit
. ch the Nation has built up over the years.
ang loa;le bills, if enacted, would permit Federal savings
| m°1‘tgage ?_%ocu_xtlons to participate much more in the
prehensi lnancj.,ng of rental housing. I believe any com-
f Penta h"e {Iouslng'program must give greater emphasis to
| not, feelousulg than has been given in the past, but I do
Vide o at all confident that rental housing can be pro-
Whicy am’ldly if it has to rely on financing techniques
Rathep tVe been developed for ovner-occupied housing.
s than try to make it possible for institutions such
Provige €S and loan associations and commercial banks to
i thin) Wore mortgage financing for large rental projects,
Mope clowe should try to work out new financing devices
of thesesew adapted to the needs of rental housing. One
thepe b Needs seems to be much more equity capital than
klngs S been in the past. This may mean that different
as 14 institutions, enterprises, and techniques such
Shoy4 ®d dividend corporations, and yield insurance
] € €ncouraged, although I am not prepared now to
hommendé.ltions for legislation on these subjects.
Poliey : bearing of these bills on control of credit
nveStmen f I‘e{note. Investment in housing is long-term
it’ and individuals should not be induced to en-
under the impression that their investment is
Stitutiﬁlq“idity cannot be obtained for investments in
NS such as savings and loan associations unless

£e rec
]

8¢ in

lqui
tnstyy,
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’.'eithel‘ the institutions themselves follow a policy of
anesting a large portion of their assets in short-te:f'm
s, or the Government or central bank gives a commit-
Tont o rediscount or buy any mortgage loan offered to.

" ;23Vings and loan associations cannot follow a policy
°f Liquiq investment and still perform their function.
cpo0und credit and fiscal policy cannot be carried out
T there 1s a Government or central bank commltmer}t to
U mortgages into cash, but H.R. 595 is a step in the
dlrection of such a commitment.

"Because a housing policy and program Ifmst be framed

onse to the special problems of housing and, at the

® time, the measures adopted to meet these problelfxs must
S integrateq as closely as possible with the operations
. Other parts of the economy, I should like to see the
Nationa) Housing Agency established as a permanent Federal
duts Y2 but with somewhat different and more extensive
Utles than it has had during the war. It should be re-
sonsible for correlating the activities of the Federal
dgencies which have already been developed, but it should
sg ™Ch more than this. It should be responsible for
: ‘Wying housing problems, with the assistance of all .
lr.lterested parties, particularly State and local autk.lorl—
ei‘?s’ and for developing solutions which can be putt,;nto
a ol >V existing agencies, or can be.proposed t? e
aeropriate legislative bodies. Both in formulating pro-

in resp

Qu:ms for the consideration of Congress and in lczari'yinf
.. Pro uld work closely
Wity oté’rams agreed upon, the agency sho

tay her agencies of Government to assux.'e.that measures
sisin for the improvement of housing conditions are con-
of ten With measures which must be taken in other parts
oth 2 €conomy. In saying this, I do not suggest that
Tre:r 8encies, such as the Federal Reserve System, _the
Vetgsury’ and the Social Security Board should.fashlon or
to g Bousing progrems. I do mean to say that if we are

e. O the job of bringing our housing up to what it should
pm?.n’geasures will be needed which will impinge at many
Teg S on areas for which many different agencies have
tioﬁzns bilities to Congress and to the Nation. A Na-
Very : Jousing Agency with the duties I have sketched
mon bileﬂ:y could do much to avoid conflicts, n’ot. or‘rl,}l]);
housg Ousing agencies themselves, but also between

3 . 3 "
dgencies and other Executive Agencies.

Approved unanimously.
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Thereupon the meeting adjourned.

Secretary.

It/

Chairman.






