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A meeting of the Board of Governors of the Federal Reserve
¥sten was nerd in Washington on Saturdey, April 28, 1945, at 10:30

a’mo

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
The action stated with respect to each of the matters herein-
afte
T referred to was taken by the Board:
The minutes of the meeting of the Board of Governors of the
Feder
al Reserve System held on April 27, 1945, were approved unani-
Tousy,
Memorandum dated April 26, 1945, from Mr. Thomas, Director
of the 5
5 Divislon of Research and Statistics, submitting the resigna-
°n of .
Cornelia B, Rose, Jr., as an economist in that Division, to
. effective as of the close of business on April 30, 1945, and
SComme,
- Nding that, the resignation be accepted as of that date and that
Topep
Payment be made for the accumulated annual leave remaining to

Sr
Credit at that’ time.

The resignation was accepted as rec-
ommended.

M
i Slorandum dated April 27, 1945, from Mr. Thomas, Director
e

Divy
Vision of Research and Statistics, submitting the resignation

R

PRp—

S
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of Migg Priscilla Nettz as a clerk in that Division, to become effec-
tive a5 of the close of business on May 10, 1945, and recommending that
the Tesignation be accepted as of that date and that proper payment be

Tade for the accumulated annual leave remaining to her credit at that
time

The resignation was accepted as rec-
ommended.

Letter to Mr. Ashley, Assistant Federal Reserve Agent at the
Fe
deral Reserve Bank of Dallas, reading as follows:

1 "In accordance with the request contained in your
eggter of April 18, 1945, the Board of Governors approves,
Ha éctive May 1, 1945, the appointment of Mr. Charles
atdley Fraser as Federal Reserve Agent's Representative
the El Paso Branch with salary at the rate of $2,400
Per annum.
o "It is noted from your letter that Mr. Fraser will
N ‘Placed upon the Federal Reserve Agent's pay roll, and
. S approval is given with the understanding that he will
offiolely responsible to him, or during a vacancy in the
B ge of Agent, to the Assistant Federal Reserve Agent,
of Lo the.Board of Governors, for the proper performance
hig dS @utles. When not engaged in the performance of
e uties as Federal Reserve Agent's Representative he
inyﬁ1With the approval of the Federal Reserve Agent or,
an S absence, of the Assistant Federal Reserve Agent,
he Branch Manager, perform such work for the Branch
Resepry not be inconsistent with his duties as Federal
ve Agent's Representative.
wily 1s also noted from your letter that Mr. Fraser
€Xecute the usual bond. However, as he will be
Usya] under the bankers blanket bond, execution of the
of thesurety bond may be deferred pending the disposition
in the gztter of discontinuing surety bonds referred to
ard's letter of February 9, 1945."

Covereq

Approved unanimously.




687

b28/15 -3~

Telegram to Mr. Young, President of the Federal Reserve Bank
of Chicago, referring to the application of the "American State Bank",
Ligbnier, Indiana, for permission to withdraw immediately from mem-
Pership 1n the Federal Reserve System, and stating that the Board
"&ives the usual requirement of six months' notice of intention to
withdraw, and that, accordingly, upon surrender of the Federal Reserve
Bank Stock issued to the American State Bank, the Federal Reserve
Bank of Chicago is authorized to cancel such stock and make appro-
Priate refund thereon.

Approved unanimously.

Letter to the "Central Savings Bank and Trust Company", Monroe,
Louisiana, stating that, subject to conditions of membership numbered
to 6 Contained in the Board's Regulation H, the Board approves the
rank's @Pplication for membership in the Federal Reserve System and
or the 8ppropriate amount of stock in the Federal Reserve Bank of

Dalyag,

Approved unanimously, together with
a letter to Mr. Gilbert, President of the
Federal Reserve Bank of Dallas, reading
as follows:

- a"The Board of Governors of the Federal Reserve Sys-
ang Tpproves the application of the 'Central Savings Bank
. FZESt Company', Monroe, Louisiana, for membership in
scribede?al Reserve System, subject to the conditions pre-
£orma in the enclosed letter which you are requested to

copierd to the Board of Directors of the institution. Two

fop o OF such letter are also enclosed, one of which is
Jour files and the other of which you are requested

e

ey ———————

ISP S ———
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"to forward to the State Bank Commissioner for the State
of Louisiana, for his information.

"Since the amount of estimated losses classified in
the report of examination for membership is reported to
have been charged off, the usual condition of membership

requiring the elimination of losses has not been pre-
Scribed.n

Letter to Mr. Young, President of the Federal Reserve Bank of
¢
Meago, reading as follows:

"The Board of Governors of the Federal Reserve Sys-
tem has considered the recommendation of the Executive
Committee of your Bank, contained in Mr. Diercks' letter
of April 16, 1945, and pursuant to the provisions of Sec-—

on 19 of the Federal Reserve Act, grants permission to
Svon-North Town State Bank, Chicago, Illinois, to main-
ta the same reserves against deposits as are required
t° be maintained by reserve city banks, effective as of
he date it opens for business.
in "Please advise the member bank of the Board's action

Sucﬁhis matter, calling its attention to the fact that

tha Permission is subject to revocation at any time by

Board of Governors of the Federal Reserve System."

Approved unanimously.
On March 13, 1945, the Board approved letters to Senator Wagner
s congreSSNBn Spence, Chairmen of the Senate and House Committees on

Banky

Sttep
i S woulq not be sent until the bills mentioned therein were taken
P

for Considerat,
bi]l
S

€ and Currency, respectively, with the understanding that the

ion by the respective committees. Subsequently, another

S. .

> ®+ 810, which was virtually the same as H.R. 593 and the same as
. 03

SXcept that S, 810 contained some additional features, was in~

l‘od‘.l(: e
d
in the Senate and, therefore, it was necessary to revise the

etter
t
© Senator Wagner to take cognizance of the introduction of
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S. a10, Earlier this week Mr. Cherry, Attorney in the Legal Division, }
i informed by the Assistant Clerk on the Senate Committee that Senator
f8dcliffe had made the statement that he wanted to bake the bills up

8 soon as possible, that he did not think it was necessary to hold

heg
Tings on them as hearings had been held at the last session of Con-

8re
83, and that he wanted to take them up with a view to reporting

then out,

In these circumstances and in view of
the possibility of the bills being acted
upon by the Senate committee without much
further consideration or notice it was
agreed unanimously that the letters to
Messrs. Wagner and Spence should be sent
without waiting for more definite informa-
tion with respect to the committee's pro-
gram in regard to the bills. The letter |
S§nt to Congressman Spence, in accordance f
with this action, was in the same form as i
approved by the Board on March 13 except
that the first paragraph was changed to
‘€liminate the reference to a request for '
& report on the House bill, and the letter K

to Senator Wagner was in the following f
form: o "

S, 81;;we note that the bills S. 103, S. 179, S. 180 and
have been referred to your committee for considera-

Wity g 8 You know, the bills S. 179 and S. 180 are identical ;‘

T8th oo 756 and S. 757 respectively, which were before the .

Congpee 57888, and S. 810 is the same as S. 1034 in the 78th '

88, except for the preamble and the effective dates.

1s the same as S. 810 except that it omits a provi-

OalVing unpaid dividends due from the Federal Savings
1 Insurance Corporation to the Home Owners' Loan

Sion wa.
ang [,

°TPoration,
n ; y

set f°In letters dated May 22 and December 16, 194k, we f
the 78€Eh our objections to the bills which were before :
Congress. Since the present bills are the same, ,

€Xceptions indicated and since we have seen no ¥

wi‘l‘.h the
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3 "grounds for changing our position, we repeat here sub- }
' Stantially what we said in our letter of December 16, 194k.
"S. 180 and section 1 of S. 179
"Under existing law, a Federal Savings and Loan Asso-—

¢lation may not (1) make loans for the improvement or re-
Pair of homes except on the security of a mortgage; (2)
Wake loans on homes located more than fifty miles from

the Association's home office; or (3) make an aggregate
aMount of loans on real estate other than homes in excess
°f 15 per cent of its assets. S. 180 would permit a Fed-
®ral Savings and Loan Association (1) to make loans for

the improvement and repair of homes on the security of
Notes alone, provided they are insured under the National
Housing Act; (2) to make loans on homes located more than
50 es from its home office under the l5-per-cent—of-
48sets limitation (in addition to the existing authority

© lend on business property under the l5-per-cent-of-assets

tation). More importantly, however, S. 180 would ex—

*pt any loan insured under the National Housing Act (as
1O drawn or as hereafter amended) from the 15-per-cent—of—
a8sets limitation and the 50-mile limit.
"We have no objection to (1) the proposed authority

for Federal Associations to make repair and modernization ,

1g&ns which are insured under Title I of the National Hous— f

Drgvécz’ on the security of notes alone; (2) the proposed -
s

on h Oon permitting Federal Associations to make loans
Omes beyond 50 miles under the 15-per—cent-of-assets
POndIition' Similarly, we have no objection to the corres- ’
Woulq € provisions of section 1 of S. 179 in so far as they K
2a duthorize Federal Home Loan Banks to discount loans 4
e shunder these provisions of S. 180, so amended. Also,
ang %uld have no objection to the provisions of S. 180
eray ; Section 1 of S. 179 in so far as they permit Fed—
acce tSSoclations and the Home Loan Banks to make and to
Omep &s collateral for advances under section 19(§), /
tion Mortgages insured by the Federal Housing Administra—
"ith maturities up to twenty-five years.
ViSionse do not believe, however, that the remaining pro-

ggciatiOOf S. 180 should be enacted. Savings and Loan As-

Nancy Ns have traditionally been local thrift and home

dividg Ng€ institutions, gathering investment funds of in-

home g s from the local commmity and lending them out to

communzners and prospective home owners within the local ;
ty. This is clearly the basic function which Con-

ed Federal Savings and Loan Associations to

gl‘ess intend
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"perform, although it permitted them, as a matter of oper- |
?ting flexibility and to meet unusual situations, to engage
in other lending activities within well-defined limits.
"We believe this element of flexibility is proper and
useful, but if operations now permitted as exceptions to
the rule should become the general rule, the basic function
described above would be fundamentally altered. We feel,
therefore, that the loans made on properties outside the
8ssociation's locality (i.e., beyond 50 miles) should re-
Dain within the l5-per-cent-of-assets limitation.
"We also believe that the financing of large-scale
rental housing should continue to be subject to the 15-per-
cent-of-assets limitation. Such financing is essentially
different from the financing of homes for owners and pros—
Pective owners. The borrower, in the case of rental housing,
1S.not a home owner. He is an investor in a business enter-
Prise just as is the hotel owner. Thus, the financing of
large-scale rental housing is essentially business financing,
Which it was never contemplated Savings and Loan Associa-
Yions would undertake. The Federal Home Loan Bank Board
88, we think quite properly, recognized this fact because,
lthough the present law would permit Federal Savings and
%8n Associations to make any non-home loan within the 15— !
Per-cent-of-assets limitation, the Board, by regulation, t
Wh; imposed severe restrictions on the rental housing loans
o ¢h they may make. It has limited such loans to 50 per
m:nt of appraised value, except in the case of small apart-
v Nts (5 to 12 families) for which the limit is 60 per cent,
Ven though they are insured under the National Housing Act.
"For these reasons, we feel that the blanket authoriza-
of Federal Savings and Loan Associations to lend any
ount anywhere on insured mortgages, which is contemplated
+ 180 and section 1 of S. 179, should not be enacted.
A "Section 2 of S. 179
amg The purpose of section 2 of S. 179 is to increase the
T tnt of money which the Federal Home Loan Banks may borrow
o the money market by widening the range of Bank assets
.5 the basis of which debentures may be issued. The law as
Sy$2°w stands restricts the amount of debentures which the
curegm may issue to the amount of advances to members se-
loans of the types prescribed by Congress in sec—

tion

by

t.
"on 10(a) of the Federal Home Loan Bank Act. Thus, the
the Home Loan Banks to obtain funds in the money

Power of
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"market is geared to the volume of the advances to the
lember institutions secured by loans of the best type,
namely, loans which qualify under section 10(a). It seems
obvious that the present provision furnishes the Home Loan
System with borrowing capacity more than adequate to
enable member institutions to meet the demand for such
oans in communities where share accounts are insufficient.
Within the limitation which relates debentures to capital,
the Home Loan Banks can now issue debentures on a one-for-
one basis for the entire amount of 10(a) loans rediscounted.
In what way could a demand arise which could not be met
under the present provision? Only if member institutions
Should wish to rediscount other types of paper (or obtain
Wnsecured advances) in considerable volume. Such other
Paper would include mortgage loans on business properties,
apartment houses, and other non-home properties, as well
8S loans made on the security of share accounts. It seems
8pparent that Congress did not intend that such paper should
form the basis for obtaining additional funds in the market.
With the possible exception of loans on the security of
Share accounts, this is a type of financing that should be
he%d within the 15-per-cent-of-assets limitation, as already
Pointed out herein, and therefore that should not be en- ;
Souraged by giving such paper, when discounted at a Home :
Loan Bank, the same access to market funds as is enjoyed ¢
10(a) paper. In fact, the power to include such other
Paper in the debenture base would have the inevitable ef—
®ct of eliminating the relative desirability of loans
‘nder section 10(a) which are clearly the most appropriate
thESOf loan for mutual thrift and home financing institu-
"The proposed amendment would also include in the
ture base of the System all Government obligations
directly by the Federal Home Loan Banks. This pro-
held would permit Government obligations, including those
< @S part of the Banks' reserves, to be counted in the
debenture bage.

Pro The present law in our opinion is over—generous in.
asSViding that required reserves may be invested in earning
edets (the reserves of commercial banks and those of the
proeral Reserve Banks may not be in earning assets) and the
resp°sed amendment would go even further by allowing the
Sserves to be again multiplied by forming a base for the

Uance of debentures.

—

deben
QYvned
Vi Sion
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"There is nothing in the present law which restricts L
the power of the System to raise money to perform the func-
tions it was established to perform, namely, to provide a
reservoir of funds on which member institutions can draw
When the demand for sound home mortgage loans in their com-— R
Munities exceeds the amount of share investment. Without
issuing debentures, the Banks can make advances out of
their own capital, as well as from deposits they may have
from member institutions which have more share capital than
mortgage loans. When demands on the Banks exceed these
resources, the System may borrow from the money market the
®ntire amount of section 10(a) advances from the Banks to
their members.

"Bearing in mind that Federal Savings and Loan Asso-
Ciations are forbidden by law to accept deposits and that
the holder of a share in such an institution should not
€Xpect the same liquidity as the owner of a deposit in a
Commercial bank, it seems obvious that the Federal Home
Loan Banks should not need to raise funds on the basis
of assets other than loans of the types described in sec—

tion 10(a) of the Federal Home Loan Bank Act. The most
ikely use for such funds would be to make unsecured ad-
Vences to member institutions to enable them to meet de-
Mands for share withdrawals — an operation which is clearly
Consistent with the nature of share accounts and the :
?nlform charter provisions of Federal Associations govern-
ng withdrawals.
"We object to section 2 of S. 179, therefore, on the
foll°Wing principal grounds: first, because it would broaden
he ?ase for debentures in such a manner as to encourage ‘
e?dlng by member institutions of types which are inappro-
tioate for local mitual thrift and home financing institu-
Ons; second, because, by including paper not conforming
® Section 10(a) as well as Government obligations ovmed
ofrectly by the Federal Home Loan Banks, whether as part
their reserves or not, it would make available to the
th ¢S far more funds than they need in order to perform
®lr functions; and third, because it is desirable that
rez reserves of the Federal Home Loan Banks, which are al-
bagy invested in earning assets, should not be used as a
S for further generation of credit.
era] € argument which has been advanced that the Fed-
Home Loan Banks have not participated as fully in the

iigincing of the war as they would if Government obliga-
S co

uld be included in the debenture base, is not
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"convinecing. The Treasury has said repeatedly that it does L
Not want institutions to borrow money in order to purchase
Government bonds.
"Section 3 of S. 179
"Section 3 of S. 179 contains two proposals which must
be considered separately; the first authorizes the Secretary
of the Treasury to purchase obligations of the Federal Home
Loan Banks or the Federal Home Loan Bank System in amounts
Not to exceed three times the total of the capital stock,
Teserves, and surplus of the Federal Home Loan Banks; the
Second authorigzes the Secretary of the Treasury to purchase
°bligations of the Federal Savings and Loan Insurance Cor—
Poration, with a corresponding limitation on amount.
"Mr. Fahey stated last year that the authorizations
granted by this section are to be used only in emergencies.
t seems to us, then, that the legislation should be worded
50 as to indicate this purpose. The unqualified authoriza-
tion now contained in the proposal implies (despite the
Seretion lodged in the Secretary of the Treasury) that
general support of the obligations of the Federal Home Loan
w System is to be given by the United States Treasury.
¢ feel that no such implication should be given. On the
Other hand, there is merit to the suggestion that it would
te Undesirable in the public interest for Home Loan Banks
be unable to meet maturing obligations due to a temporary 4
emergency- We have no objection, therefore, to a provision
gﬁrmitting the Secretary of the Treasury, if he determines
frat the market situation warrants such action, to retire
o the market such maturing obligations as the System
3ot redeen without undue sacrifice and giving him power
© negotiate with the Federal Home Loan Bank Board such
prg?s &nd conditions as he feels to be desirable for the

e?tion of the Treasury in connection with such action.

WhiCh'with regard to the second proposal, the law under
oper. the Federal Savings and Loan Insurance Corporation
prem;tes now provides that insured institutions shall pay
POrat;mS’ which shall cease when the reserve of the Cor-
orp On reaches 5 per cent of the insured risk, but the
tionorat?o? is authorized to assess each insured ins?ltu-
froa 8dditional premiums equal to the amount of all insur—
claims anq operating expenses. (The required insur-

anc
°ne§e§remium and the maximum annual assessment are each

creditghth of one per cent of the insured accounts and
Provis;r obligations of the insured institutions.) These

Ons would indicate that the Congress contemplated
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"that the premium would be used to provide the reserves
and that the assessment would be used to pay losses and
€Xpenses.

"However, the Corporation has never exercised its right
to assess, with the result that, in effect, insurance losses
and operating expenses have come out of the reserve. At
the end of the fiscal year 1943 the reserve was only slightly
More than one-half of one per cent of the insured risk, or
One-tenth as large as Congress determined the reserve should
Wtimately be.

"We feel that, if the Treasury is to guarantee the
8bility of the Corporation to meet its insurance contracts,
1t should be called upon to do so only after the Corpora-
tion has made full use of the facilities already furnished
belgngress for providing adequate reserves, as set forth

. "We should have no objection, therefore, to a measure
Which authorized the Secretary of the Treasury to purchase
SZ%ig&tions of the Corporation provided that: (1) the Sec-
t1 fy determines that a reasonable market for the Corpora-
chon 8 obligations does not exist; (2) the obligations pur-
ased by the Secretary shall bear interest at a rate which,
the judgment of the Secretary is a fair rate, having in
tiod the Corporation's normal market; and (3) the Corpora-
o thhas already placed in effect a program of crediting
Ska € reserve each year a sum sufficient to build up its
riodrze to five per cent of the insured risk within a pe-
ten © be set by Congress, but preferably not more than ;
Yyears., :

2 % "Section 1 of S. 810

that tin his support of S. 1034 last year, Mr. Fahey said
o e effect of the provision waiving dividends due to

ang Lgme Ovners' Loan Corporation from the Federal Savings

Savin an Insurance Corporation would be to grant the Federal

°apit§i and Loan Insurance Corporation free use of its

Poratjon
porati on

&s was done for the Federal Deposit Insurance Cor-
when dividends from Federal Deposit Insurance Cor-
to the Treasury were eliminated.

Insurag°n8ress did provide the Federal Savings and Loan

i ¢e Corporation with its capital free of cost. It

dir
reed that the Home Owners' Loan Corporation acquire the

L .
Changy capital stock of the Insurance Corporation by ex-
Savin g Home Owners' Loan Corporation bonds for Federal
€8 and Loan Insurance Corporation stock, and that the
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"money paid as interest by Home Owners' Loan Corporation
on its bonds be returned to Home Owners' Loan Corporation
by Federal Savings and Loan Insurance Corporation as divi-
dends. The Home Owners' Loan Corporation has paid 3 million
dollars to the Federal Savings and Loan Insurance Corpora-
tion each year since 1934, but since 1935 the Federal Sav-
ings and Loan Insurance Corporation has paid no dividends
to Home Owners' Loan Corporation. Instead, it has placed
3.million dollars each year in a special reserve for con-
tingencies, which now amounts to 27 million dollars. Sec-
tion 1 of S. 810 would remove the Insurance Corporation's
liability to Home Owners' Loan Corporation for this 27 mil-
lon dollars and would transfer this amount to the reserve
wh-}ch Federal Savings and Loan Insurance Corporation is re-
Quired by law to build up. The Home Owners' Loan Corpora-
tion would thus be forced to bear a loss of 27 million
dollars which is not properly chargeable to its operations.
N "We are in sympathy with the suggestion of the Secre-
ary of the Treasury that a uniform policy be adopted for
€ treatment of public money used by Government corpora-
fOns. Since the Home Owners' Loan Corporation is in process
ol liquidation and has already called the bonds which were
L§Sued in exchange for the stock of the Federal Savings and
Se&n Insurance Corporation, Congress might well direct the
ercretary of the Treasury to purchase the stock of the Fed-
al Savings and Loan Insurance Corporation from the Home
besirs' Loan Corporation, and make whatever rules it deems
for the reimbursement of the Treasury in the future.
th 'We see no good reason, however, for the waiving of
© dividends which have been accrued contrary to the clearly
:tiresse§ intent of Congress. Since insured institutions
Insﬁrpaylng insurance premiums to Federal Savings and Loan
cent ance Co?poration as soon as the reserve reaches 5 per
o of the insured risk, the effect of such a gift by
nsﬁiess to the reserve of the Federal Savings and Loan
Stituigce Corporation would be to relieve the insured in-
8o ons of the obligation to pay premiums amounting to
Zwmillion dollars, plus interest for a number of years.
gity 4 € do not believe that Congress should make such a
Federai private lending institutions at the expense of the
Treasury which will bear any losses which Home
Loan Corporation shows on liquidation.
"Section 2 of S. 810

"The reserve which Congress has said should some day

696
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"reach 5 per cent of the Federal Savings and Loan Insurance
Corporation's insured risk was, on June 30, 1944, after ten
years of operation, only 0.57 per cent of the insured risk.
Section 2 of S. 810 would reduce the insurance premium due
from insured institutions by one-third, and would conse-
Quently slow down the rate at which the reserve is accum-
lated, In a period when losses were high, the reserve would
be sadly deficient.

"Mr. Fahey pointed out last year that the right of the
Corporation to assess insured institutions for losses and
Operating expenses was retained in S. 1034 (although the

rate of assessment was also reduced by one-third),
&nd this right is also retained in S. 810. He argued that
S power could be used to meet larger losses. Apart from
the fact that the Corporation has never yet used this power
i assessment, it is doubtful that assessment after large
OSses have started would be effective in yielding the amount
:f revenue that would be required (since the amount of
Ssessment for any one year is limited) or could, in such
8 period of widespread strain, be conveniently paid by the
ciszitutions. Indeed, it is contrary to all insurance prin-
Su?egsato~atte§pt to as;ess the insured after the risk in-
gainst has materialized.
th "Mr. Fahey argued last year that the risk insured by
® Federal Savings and Loan Insurance Corporation is about
oe Same as that insured by the Federal Deposit Insurance
si;?iration, and that therefore the premiums should be
De ar. He took issue with our statement that Federal
8p081t Insurance Corporation's risk is lower because there
& considerable cushion between the Federal Deposit In-
capigce Corporation and its insured risk in the form of the
commeal’ surplus, undivided profits, and reserves, of a
instizCial bank to which there is no counterpart in the
orps utions insured by Federal Savings and Loan Insurance
e ciaﬁtim’ He maintained that the savings and loan as—
of the ons have similar capital accounts and that the ratio
&t Se.accounts to total assets is about the same for

Utions in the two insurance systems.

that thf We assume that Mr. Fahey was correct in saying

oan Inere is a cushion between the Federal Savings and

simil&rsgrance Corporatiop and its insured institutions

Insuran 0 the cushion which protects the Federal Deposit
&sege Corporation, the comparison between the two should

Not op ¢ on the insured accounts of the institutions and

tutig heir total assets. The capital accounts of insti-

N8 insured by the Federal Deposit Insurance Corporation
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"amounted in 1942 to almost 25 per cent of the insured ac-
counts, while the capital accounts of institutions insured
by the Federal Savings and Loan Insurance Corporation amounted
to only 9 or 10 per cent of its insured accounts. In other
Wwords, a comparison would show that the cushion in the case
of the Federal Deposit Insurance Corporation is over 2-1/2
times as great as in the case of the Federal Savings and
Loan Insurance Corporation.

"It has been asserted (by Mr. Kreutz of the National
Savings and Loan League, for example) that the risk assumed
the Federal Savings and Loan Insurance Corporation is
less than that of the Federal Deposit Insurance Corporation

cause the former insures only the ultimate safety of share
accounts and makes no attempt to insure their liquidity.
Under the procedure which Federal Savings and Loan Insur-
&nce Corporation has adopted for meeting insurance claims,
hOWEVer, liquidity is in effect insured. The Corporation
Pays cash to operating institutions for share accounts which
Fhey issue to holders of insured accounts in liquidating
1nstitutions, but whether the holder of the transferred ac—
zount obtains cash immediately is not within the direct con-
rol of the Corporation, although to date, institutions
UaVe apparently been ready to permit withdrawals on demand.
i:der this procedure the Corporation will be able to meet
ads insurance contracts in time of stress only if it has
z €quate cash or other liquid resources, and we feel it
manOt have these resources unless it builds its reserves
T quickly than it has built them up to now.
Sia "For these reasons, therefore, we are opposed to the
&t :;ﬁe of S. 810 and ell of its provisions. If the law
be by ch it is aimed is to be amended, we feel it should
B the addition of a requirement that the reserve of
dager cent of potential liability be built up by a given
"Section 1 of S. 103 does not provide that the divi-
due from the Federal Savings and Loan Insurance Cor-
s on shall be waived. In all other respects, however,
latter 1 is the same as S. 810, and our comments on the
- i1l apply also to S. 103.
Passs € have made suggestions which, we think, make some
teresfes lgf S. 179 and S. 180 acceptable in the public in-
Ty the remainder of the bills, we feel as we did
Y 24, 1941, when we said:
The Board is in sympathy with what it under-
Stands to have been the original objective of the
ederal Home Loan Bank System whereby Federal

dendg
1;°rati
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"Savings and Loan Associations and similar in-
stitutions would supply the need for local mutual
thrift and home financing institutions, and Fed-
eral Home Loan Banks would act as reservoirs of
funds for the accommodation of their member in-
stitutions. The Board believes that the enactment
of these bills would represent a material departure
from these objectives. On the one hand, high
dividend rates to shareholders plus the insurance
of their investment in such shares would tend to
attract funds far beyond those incident to local
mitual thrift and home financing programs. On

the other hand, broadened powers would offer in-
Vestment outlets for such funds equally beyond

the scope of the original objectives. Thus,

their enactment would constitute a step in the
direction of establishing a separate and complete
banking system with an opportunity to compete for
ordinary banking deposits on favored terms."

Approved unanimously.
Memorandum dated April 26, 1945, from Mr. Thomas, Director
of th
® Division of Research and Statistics, submitting a voucher for

Teimbyy
Sement for travel and other expenses incurred by Frank Tamagna

muin
& January, February, and March 1945 in connection with his work

e
Board. The memorandum stated that, because of the unavailability

°f the
e USual Pullman accommodations allowed by the Board's travel regu-
8 iOns

> it wag necessary for Mr. Tamagna to accept a bedroom on a trip

Lrom New

York to Washington, D. C., and recommended that payment of

€ Voueh
i ®Ts including the additional charge for the bedroom, be ap-
OV‘ed .

Approved unanimously.
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Thereupon the meeting adjourned.

Secreta'ury' .

Chairmen.






