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A meeting of the Board of Governors of the Federal Reserve

System
Was held in Washington on Tuesday, August 7, 1945, at 11:00
&.m.

PRESENT: M. Ransom, Vice Chairman
Mr. Draper

Mr. Carpenter, Secretary
Mr. Connell, General Assistant,
Office of the Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Chairman

T

he action stated with respect to each of the matters herein-
r re

ferred to was taken by the Board:

M
il Slorandum dated July 31, 1945, from Mr. Thomas, Director
he

A Divisim of Research and Statistics, recommending that Mrs.
. A Sherman Nagel be appointed as an Economist in that Division
the r::m’rar.‘f basis for an indefinite period, with basic salary at
°f $4,300 per annum, plus supplemental compensation of

ss3%. 3

3 on :
Yoy the basis of a Li-hour workweek, effective as of the date
Which
; she entepg upon the performance of her duties after hav-
p&SSed
tha, the usual physical examination. The memorandum stated

S. N
epy, agel woulg become a member of the Federal Reserve retire-
Sy

ci"il

under °¢ Retirement System, in which case she would continue
t

Stem .
Unless investigation shows that she now has funds in the

he latter system.

Approved unanimously.

my
&t o Orandum dated August 6, 1945, from Mr. Bethea, Director
D

vy
Sion of Administrative Services, recommending that Sydnor




s)gg
/15 o
* Orndogs pe appointed as a painter in that Division, with basic
G.Llary 3% the rate of $2,430 per annum, plus supplemental compensa—
 for Overtime of $364.50, effective as of the date upon which he
. °TS upon the performance of his duties after having passed the
" physicay examination. The memorandum stated that it was con-
"Plateq that Mr. Orndoff will become a member of the Board's retire-
tent System,
Approved unanimously.
s Me’1101‘8.ndum dated August 6, 1945, from Mr. Thurston, Assistant
he Chairman, recomn ding that Bishop Hart in th
] . ending that Bishop Hart, a messenger in the
19a2jm::'s office, who has been on military leave since January 30,
4 was honorably discharged from the Army July 15, 1945, be

mplO e

Ved at 5 salary of $1,902 per annum (the equivalent of $1,620
0
T to the recent

3

“Pt)n

Pry,

5 general increase), plus supplemental compensation
85.30
for overtime, effective as of the date upon which he enters
the
Performance of his duties subject to his passing a physical

ati
R on Customary in the circumstances. The memorandum stated
Bj

ish
s P Hart 5 4 member of the retirement system and will have
Might
°f election under the Board Plan.

Th
temp € Memorandym also stated that Gordon Johnson, who has been
Ora

3
“Signment, 5 .
sel’vl the Duplicating Section, Division of Administrative

M 48signed to the Chairman's Office, will return to his regu-

Approved unanimously.
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Letter to ur, Flanders, President of the Federal Reserve Bank

of
B°St0n, reading as follows:

ary f"The Board of Governors approves the payment of sal-
ey ~OF the period ending April 30, 1946, to Mr. Louis A.
Banker as Assistant Vice President of the Federal Rgserye
the of Boston, at the rate of $7,500 per annum, which is
rate fixed by the directors of your Bank, as reported
your letter of July 30.
Zehne ?lease advise the Board as to the date when Mr.
T'8 appointment becomes effective.”

Approved unanimously.
Letter to M. Young, President of the Federal Reserve Bank of

‘°&go .
* Teading as follows:
n
temha
Direct
o

The Board of Governors of the Federal Reserve Sys-—

S considered the recommendation of the Board of

Ors of your Bank, contained in Mr. Diercks' letter

> 1945, and pursuant to the provisions of Sec-

Wig the Federal Reserve Act, grants permission

SConc?nSin State Bank of Milwaukee, Wisconsin, Milwaukee,

areslns FO maintain the same reserves against depOS}ts

of Centrequlred to be maintained by banks located outside

the datral reserve and reserve cities, effective as of
nee O its admission to membership.

In s lease advise the member bank of the Board's action

Such S Matter, calling its attention to the fact that

the Bperm18sion is subject to revocation at any time by
%ard of Governors of the Federal Reserve System."

tion o4
to 19 of
Wi

Approved unanimously.

Secretary's Note: Messrs. Szymezak and
ans had previously indicated their ap-
Proval of the above action, and in a tele-

Phone conversation today with Mr. McKee

2; also expressed his approval of the ac-
on.

N&ti onay
nk of Washington, Washington, D. C., reading as follows:

L .
Stter to Mr, Joshua Evans, Jr., Vice President of the Hamilton
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s L
. "Referring to your letter of July 30, 1945, you are
fdvised that, Regulation U does not apply to a loan by a
: Unless the loan is for the purpose of purchasing or
a -

€ stock registered on a national securities ex-
change. In this connection, there is enclosed a copy of
the regulation and your attention is invited particularly
to the first sentence of section 1."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks read-
Ing a4 £01l owgs

R "It has come to the attention of one of the Federal
ne:‘em,e Banks that some Time Inspectors of railroads are
tg' fully complying with Regulation W in the sale of cer-
toln articles under payroll deduction orders. In order
Y dhe P correct this situation, the suggestion has been
> that circulars be sent by the various railroad time
resna o, Organizations to the inspector-jewelers in their
¢ “Pective groups outlining a procedure that will insure
dgmplian% in the respects in which deficiencies have been
byscovered. Two of the organizations have been consu:_Lted
trih ® Federal Reserve Bank and they have agreed to dis-
u:r;er the enclosed circular. '
hel e We believe that such a distribution would be very
raiygst Since it is importent that all of the ?rmc(iipa.l
£ T0ad time service organizations be included in order

“volg tai oups are being
8 any appearance that certain gr ps _bei
Wou_%led out for attention, we would appreciate it if you

dgtp; PLlain the situation to the organizations in your

ict, if any, and ask them to send copies of the en-

tive cireular to the inspector—jewele?s in their respec-

ClogSTOUPS. A 1ist of the known organizations is en-
"s%. Tt ig believed that this 1ist includes all of

the Mrincipa) organizations and you need not go beyond
st €8s you feel it desirable to do so."

Approved unanimously.

etiep Prepared for the signature of Vice Chairman Ransom to

Senat% 0

Den yy, Barkley reading as follows:

1o ' I am replying to
v he absence of Chairman Eccles, I am rep
Mg' Dlett'er of July 31, 1945, which enclosed a le’o?er from
Loay 5 >+ Lam, Secretary, Central City Federal Savings &
Association, Central City, Kentucky, relative to the
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"Boarar s Regulation W.

"This regulation applies to consumer credit in gen-
STal and pot, merely to the home-repair and home-improve-
o0t loang to which your correspondent refers. It went
o effect, in 1941 as part of the Government's anti-infla-

°1 Program. That program, as you know, was made necessary

e shortage of consumers' goods created by the war,

af, 2 time when the purchasing power of the public -- even
&Zhout using credit — had come to be far in excess of
a

sh Vallable supplies of such goods. The regulation, in
Or‘f,’ tends to reduce inflationary pressure, thereby sup-
E:?t?“g Such other anti-inflationary measures as price
”J‘,lgs and the like.
'S0 far as home-repairs and home-improvements are
> Supplies of materials and labor are so short
U that, regardless of credit regulations, a great
tha{ People will be unable to obtain what they want. For
It 281c situation, of course, the war is responsﬂ;le.
"ould not be cured by relaxing the credit regulations.
thefact’ the regulations help the situation by reducn:.ng
cge“pward Pressure on prices that consumer demand, if
Peg Illtuated by easy credits, would otherwise exert.
corg ® havi g low incomes, such as those to whom your
hurte§p°ndent refers, are the ones who would be most
infy l? the Government's hold-the-line program against
tion were to fail or to be prematurely abandoned.
itspos Poning contemplated home maintenancee or reducing
are :moun and consequently using less credit, people
}}Pporting the hold-the-line program.
ductyy o U3 has mentioned the fact that the War Pro-
of poon Board hag recently increased to $1,000 the amount
to i o "oPair work that can be done without application
thepe for Specific permission. That did not mean that
do wh YT materials and labor available for everyone to
Drove;:nte might like to do in the way of repair and im-
With Work up to the limit specified but merely that,
if 4 that limit, people might go ahead with the work
ductiey ¢ould find the materials and labor. The War Pro-
ini‘la?,r'1 %ard's relaxation had no relation to the general
R8Ty situation nor to the use of credit.
&bove 8 » Lam also makes reference to the fgct that.loar_xs
tincti 1,500 are not subject to the regulatlon.. Th:f.s dlST
°0 Was mage simply in the interest of making it easier

So
°0ncerned
Presep
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08 Yendesy b0 ponly with dhe regilation, L the loan

18 above $l,500, thzl{ender does not have to @ake the care-~

investigation which would be required if it were to

¢ subject to the regulation. We knew we could do this
out appreciable loss in effectiveness, because few

%ans above $1,500 are contrary to the objectives o?iphe

iigulati°n' Almost all of them are obtainﬁd to facllé:ate
® SUpplying of goods and services, and the more good

o Eggszgiggage ivailable the smaller the danger of in-

tlation, If, however, much resort was made to large loans

°T consumer purposes, the regulation would have to be

Changﬁd to take that development into account.

am returning Mr. Lam's letter."
Approved unanimously.
Letter to Senator Arthur Capper reading as follows:

i1 This is in reply to your letter of July 30, 1945,
glth Vhich yoy enclgszd a {etter from Mr. R. A. Collins,
resident: Shawnee Federal Savings and Loan Association,
oPeka, Kansas, relative to a case arising under the
ny, Regulation W. o Ltost
for J€ case presented is one in which an appli =
¢ n nstalment loan is said to have been refused be
au§e the loan was considered to be subject to Fhe regu-
notlon’ Would consequently have to have a maturity of
lap woTe than 18 months, and on that basis would require
to e fonthly payments than the borrower would be able
Loet, 1s seems to your correspondent to show that
. the regulation has operated to cause undue
of 1 D to the applicants, who happen to have'had one
~ Mouses that they own badly damaged by fire.
lng . Seems to us, in view of our experience in review-
ifg ar cases which have come to our attentlon,.that
Quit, the factg were known this case would appear in a
© dirferent light. It might appear, as we have fognd
Peai?veral other cases, (1) that the applicants couldh}n
out, tgy Meet the monthly payments on a $600 loan (pe;aiEZr
Lo he rent they get on the house); (2) that a s

harghls Case

&, on

Sepry, Which they could easily meet the payments, would

Suche their purpose; or (3) that the circumstances are

) that the association, or some other lender to which
%Plicants have access, could arrange the loan on

th
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n

ftems which are permissible under the regulation, if
rowen understood, and yet would not overburden the bor-
w "It is our opinion, therefore, that it would be worth
fle for your correspondent to make the fullest possible
tation of the facts to the Federal Reserve Bank of
Ransas City, which has charge of the administration of

Presen

f:ngula‘hion W in his territory. We feel sure that he will
< d the Bank more than willing to go into the matter

e quite thoroughly. E
fop . D€ basic fact bearing on all such cases is that
muchSOme time to come, regardless of credit regulations,
hay home maintenance and home improvement will necessarily
of E to be postponed because of the prevailing shortage
thy ul]:dlné’ materials and labor. The regulation fits into
thes Sltuation by influencing the owner, if he contemplates
homeu§e of credit, to think twice about going forward with
sib] Mprovement work, to do as much pogtponing as pos-
thane’ and to get along in some cases with less 9red:Lt
he w10 18y have originally contemplated. By doing so,
andwtu be helping the economic stabilization program

hat, of course, is to his own interest in the long
con "You will recall that Regulation W, which deals with
ernms:mef' Credit of all kinds, has been a part of the Gov-
is tont S anti-inflation program since 1941. Its purpose
in Ordreduce the use of credit during the emergency perl?d
Powey. °r to prevent it from adding unduly to 1.:.he purchasing
Ceedg of the public, which, even without credit, far ex-

,,t € amount of consumer goods and services available.

Y. Collins' letter is returned herewith."

Approved unanimously.

Senat ettep Prepared for the signature of Vice Chairman Ransom to
o

r
Mlen 4 + Ellender reading as follows:

of g ‘I am glaq of the opportunity afforded by your note

ter Wy 30 o comment on the problem presented by the let—

Secl,‘e:nclosed with your note, from Mr. G. L. Wilcombe,

POn<:}1&‘:::'1'-Y‘Treasurer, Ponchatoula Homestead Association,
welwla, Louisiana.

latio This letter relates in general to the Board's Regu-

tion 2 W and in particular to an amendment to that regula-
Which went into effect on June 11, 1945. This
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“re&llation applies to consumer credit in general and
32 Terely to the home-repair and home—:.mprove;ment loans
Yo whicy your correspondent refers. It went into effect
s as part of the Government's anti-inflation pro-
Sram.  That program, as you know, was made necessary by
the Shortage of consumers! goods created by 1.;he war, at
€ when the purchasing power of the pub]:lc — even
ithout using credit — had come to be far in excess of
<€ available supplies of such goods. The regulation,
sh°1‘t, tends to reduce inflationary pressure, theret_)y
Supp?rting such other anti-inflationary measures as price
“®llings and the like.
"So far ag home-repairs and home-improvements are
concerned, supplies of materials and labor are so short

Present that, regardless of credit regulations, a
S Many people will be unable to obtain what they'

. For that basic situation, of course, T,he war is
roPonsible, Tt would not be cured by relaxing the credit
ll;;g“lations. In fact, the regulations help the situation
o4 reducing the upward pressure on prices that consumer
€ » if accentuated by easy credits, would otherwise

Xert, People having low incomes, such as those to whom
mr Jorrespondent refers, are the ones who would I?e most

b the Government's hold-the-line program against

flati‘)n were to fail or to be prematurely aba.ndoned:
it Postponing contemplated home-maintenance, or reducing
sus amount, and consequently using less credit, people are
Ppoﬁting the hold-the-line program. .
the This letter has emphasized the general aspects od
h°w8$g°blem with which we are faced. It is to be noted,
r

s> that Mr. Wilcombe may not as yet b? fully ac-
Ex“upain ®d with the provisions of the regulation. For ex-
to > in the case which he mentions in hls.letter, the
Purey, Payments on the two loans —— one earller'loan to
°°U§. 8¢ the home and the current loan to repair it —
1y A the usual case be arranged so as not to exceed
pur;h Per month, by a postponement of payments on the ”
We o..5¢ loan until after the repair loan has been repaid.
Orlzuggest that Mr, Wilcombe commmicate with the New
Whigp 'S Branch of the Federal Reserve Bank of Atlanta,
latg,, o5 responsibility for the administration of Regu~
oY iy his district, in order to obtain information
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]
°n tEe effect of the regulation on his operations.
Mr. Wilcombe's letter is returned herewith."

Approved unanimously, together with

a8 similar letter to Congressman James H.

Morrison.
: Yemorandum dated July 30, 1945, from Mr. Thomas, Director
0

the D‘ S .
& “Vision of Research and Statistics, recommending the installa-
lon op
teletype service of the Foreign Broadcast Intelligence Serv-

1ce
of t
he Federal Communications Commission at a cost of $25, and

Sy SCrin+s
i *PHon to such service for a trial period of three months
a
) monthly charge
Wget

Lieneq

of $24,., The memorandum also requested that the
°f the Division of Research and Statistics be correspondingly
*d to cover the expenses involved.

Approved unanimously.

M
orth Smorandym dated August 4, 1945, from Mr. Bethea, Director
e

Divy
req Wsion of Administrative Services, recommending for the
So

e 8ted therein (1) that the Division of Administrative Serv—
be

eq“i
Plen .
f ®osting $654,.81 at the best prices obtainable, and (2) that

ay s
thorizeq to dispose of the surplus air raid and first aid

€ eve

to Ot the equipment cannot be disposed of in bulk it be sold
WUy g -

the uals, including employees of the Board, at prices equal to

¢
Ostg thereof.

Approved unanimously.

Ve
°Trandum dated August 6, 1945, from Mr. Paulger, Director
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f the Dyvs
. Division of Examinations, recommending that, due to the in-
i, .
v %o obtain regular Pullman accommodations, the Board approve
B yment, of expenditures over and above those allowed under the
arq! s
trave regulations, incurred by the Examiners named below,

the
amount s indicated, on account of official travel in connec-

tion
wit
h the current examination of the Federal Reserve Bank of San

Panej.
S¢o and its branches:

A ; Accommodation Amount, of Excess
. % Lml
8 Shared drawing room with C. E.
By Fischer, Chicago to Los Angeles $28.20
. . Lys
ter Shared drawing room with D. C.
e Robinson, Chicago to Los Angeles 28.20
. s Ta
¥lor Shared compartment with C. A.
Smith, Chicago to Portland 14.95
Approved unanimously.
Thereupon the meeting adjourned.
= 74 VW\\ el Secretary.
A‘Dpl‘o\red.

"4

Vice Chairman.






