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A Meeting of the Board of Governors of the Federal Reserve

Syst
@ Was held in Washington on Monday, August 20, 1945, at 11:00
a.m.

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

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

L The action stated with respect to each of the matters herein-
er
®ferred to was taken by the Board:
The Minutes of the meeting of the Board of Governors of the

Sdergy
& Reserve System held on July 17, 1945, were approved unani-
uSIy -

Peq The Minutes of the meetings of the Board of Governors of the
ep

al
%q 4 Reserve System held on July 18, 19, 20, 23, 24, 26, 27, 30,
1

RO * N hugust 1, 3, 4, 7, 8, 9, 13, L4, 17, and 18, 1945, were
oV,

* ang the actions recorded therein were ratified unanimously.
thhe iéﬁorandum dated August 10, 1945, from Mr. Thomas, Director
i &nn"llen of Research and Statistics, recommending that the
jndicatedual Salaries of the following employees be increased, as
Pimifoll’ ®ffective as of the beginning of the first pay roll pe-
OWing approval by the Board:




&2
/15 o
N Salary Increase
=ame Title From To
AlVe
Hﬂegﬂft Sutherland Librarian $4,520 $L.,7L0
Cang)yy DYOT Library Assistent 2,760 3,200
Corg yqo U+ Burgess Library Assistant 2,650 2,980
4 Shupe Library Assistant 2,298 2,430

Approved unanimously, effective Au-
gust 26, 1945.

a Memorandum dated August 20, 1945, from Mr. Paulger, Director
ngzj Division of Examinations, submitting the resignation of John W.

> 8 Assistant Federal Reserve Examiner, and recommending that
resignation be accepted effective as of the close of business Au-

gk 5 1945,

The resignation was accepted as rec-
ommended.

. Letter to the board of directors of "The Farmers Savings Bank
m@any,n Ashy

Shy,
p nIIHIbered l > = ' .
. to 3 contained in the Board's Regulation H, the Board
oV,
®S the bapyr

C
€y, Ohio, stating that, subject to conditions of member-

s application for membership in the Federal Reserve

Step
an
d for the appropriate amount of stock in the Federal Reserve
of CleVeland_
Approved unanimously, for transmis-

sion through the Federal Reserve Bank of
Cleveland.

L

Lhm I Stter to the board of directors of "The Farmers Bank of
oy n ..

’ LIHCOln’ Missouri, stating that, subject to conditions of

SER
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Temh ;
®rship numbered 1 to 3 contained in the Board's Regulation H, the
Oard
8PProves the bank's application for membership in the Federal

ReSe

TV System and for the appropriate amount of stock in the Federal
€5e

Ve Bank of St. Louis.

Approved unanimously, for transmis-
sion through the Federal Reserve Bank of
St. Louis.

Letter to Mr. Wayne, Vice President of the Federal Reserve Bank
of ns
Mebmong

» reading as follows:

in "In accordance with the recommendation contained
{g?r 1?tter of August 9, 1945, the Board interposes
ditioJectlon, under the provisions of an applicable con-
Balti; of membership, to the action of the Calvert Bank,
holg nore» Maryland, in purchasing, for $26,750, the lease-
Prepg o oPeTty at 1044 Light Street, which adjoins the
S€s of its South Branch office.”

Approved unanimously.

> reading as follows:

Youp 'In accordance with the recommendation contained in
etter of August 9, 1945, the Board will interpose
tion °§°t10n, under the provisions of an applicable condi-
BrOOklynmembership, to the purchase, for $150,000, of the
Of Tp =Curtis Bay Branch building, and adjoining property,
Maﬁvl Annapolis Banking and Trust Company, Annapolis,
Mal.yland, by the Union Trust Company of Maryland, Baltimore,
ch&seind‘ It is understood that the property is to be pur-
the Uns N connection with the absorption of the branch by
flon Trust Company of Maryland."

Approved unanimously.

SER
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Letter to Mr, Davis, President of the Federal Reserve Bank of

Bt T
®Ws, reading as follows:

1945 "This is with reference to your letter of August 9,

ment’ relative to the distribution of the recent amend-
S"to Regulations T and U.

We have particular difficulty in handling amend-

m
ngnPs of this character where the Board is anxious that
In t’ﬁ}.lmation of its action will get out to the market.

o S case, there were added problems arising out of
gﬁneral war situation.
ada t'An attempt was made to go as far as possible in
meni 1ng our procedure to the circumstances: The amend-
fect§ Were adopted just before a holiday and a later ef-
. 1Ve date was employed for parts of each amendment.
mentzmportant change was the increase in margin require-
Viseq to 75 per cent of which the brokers would be ad-
Woulq Ehl‘ough the press. We expected that the texts
and € made available to the stock exchanges promptly
c at b{'okers would be able to get further details
B egnsultlng them. So far as we have been able to dis-
Mogt, Viord got around promptly to the people who were
SonCErned.

to o t is realized that the Federal Reserve Banks had
ten piragi under severe handicaps. Part of these will
o 43

Y6 g sappear as the acute disruptions of the war
Siong o oveds Furthermore, we hope that on future occa-
that tﬁe will have an opportunity to arrange things so
it Wille machinery will run more smoothly. In any event,
Waty, not be very often that we have a change in a reg-
discusn that is as severely restrictive as those under
Leews Slon. Under other circumstances, considerably more
7 should be available."

Approved unanimously.

L
*tter to Mr. Louis Loss, Counsel, Securities and Exchange Com-

Dﬁ.s 8%
Lon, py.
3 Phlladelphia, Pennsylvania, reading as follows:
n .
closinghzs refers to your letter of August 11, 1945, en-

copy of a complaint to be filed in the District

SER
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n
vgourt.of the United States in connection with certain
zlatlons of section 7(c)(1) of the Securities Exchange
€ of 193 and Regulation T. You asked for our comments.
e "We have only a few comments and suggestions. They
e is_f0110ws: In connection with section 4(b) of the
utIIJ #int, should it not be alleged that the defendants
ra“er, Wick, Masters, etc., knew that the checks were
livéi-agalnSt insufficient funds, since otherwise the de-
Wouldy of the securities against these particular checks
g not constitute lack of good faith or an attempted
Slgn of the Regulation.

g At the end of the Third Count, the point contained
ﬁ last paragraph of the Second Count could be added.
ing _Qn page 5, line 7, and on page 8, line 8, the word-

ho] d;,";éht be better if it read: ' % without either
18 funds *%# cash account or relying upon *%% !
reaq 'On page 8, paragraph 'D', change the last line to
tr&nSacth payment within the period epplicable to the
ERS ction under section 4 of the Regulation.' The
ave b for this suggestion is that the period is not al-
Vs 7 days,
thig "We appreciate your keeping us advised regarding
5 mattér and we trust that the above comments will
assistance to you."

Approved unanimously.

% Telegram reading as follows to Mr. W. G. Violette, President
the .
S
My tandarq o331 Company of Kentucky, Louisville, Kentucky, in re-
to

W his telegram dated August 17, 1945, asking whether Regulation

con
9L of Conguner Gredit is still in effect and if rovis
evgc r Lre 18 s in ellect and 11 revision or
ation +
on is contemplated:

ki
seQOnéREgulation W is still in effect. Answer to your
Question can not be determined at this time."

Approved unanimously.
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Letter prepared for the signature of Vice Chairman Ransom to
* R
Obert, Nathan, Chairman, Reconversion Working Committee, Office

of Wy e

x M°bll1zation and Reconversion, Washington, D. C., reading as
foll

owss

the m"In accordance with the request which you made at
e

13, 1 eting at the Lafayette Building on Monday, August
mer,l ts am submitting below a number of subjects and com-
periodthereon pertaining to the reconversion or transition
of Go following V-J Day, from the standpoint of the Board
Vernors of the Federal Reserve System.
S "Speculation in Capital Assets
Wity "While the Board has not formally taken positions
of c;‘?Spect to inflation dangers in the unprotected field
conop}tal assets, Chairman Eccles, as a member of the
St&billiilic Stabilization Board under the Office of Economic
in the zat:.lon, has recommended that speculative activities
“pWardse f:.Lelds be curbed through the medium of a drastic
sary Tevision in the capital gains tax and that, if neces-
the r:izthis step be supplemented by an Executive Order au-
uﬁng the regulation of mortgage credit.
Telaty © took the position that the latter step would be
first vely lr.leffective unless the former step were taken
of %nd since it now appears unlikely, with the ending
gaing . ar, that Congress would impose the kind of capital

th 8X necessary to deal with this inflationary danger,
€ quest;j 5 .
Whet}, Stion arises, as part of the reconversion picture,

the Piz the Executive Order which was proposed prior to

deay g Sdam Conference should be discarded. At best, it

of o only EVith the credit side of the picture, which is

probllzpal‘atlvely minor importance, and would not reach the

or itsm Presented by the enormous accumulations of cash

f vy ®quivalent in the hands of the public as a result

st’itute inancing. These unprecedented accumulations con-

thege y far the major source of inflationary dangers in

"%: in other fields.

Paggeq 18 the opinion of Mr. Eccles that the time has

or deaiwhen such an Executive Order would be appropriate
rable

np "Regulation of Consumer Credit
&ra) R €8ulation W of the Board of Governors of the Fed-
€Serve System was issued under Executive Order No.
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"8343 of August 9, 1941 for the purpose of regulating con-
T credit. This Order does not fix any specific date
?ln Which the authority shall terminate. It does provic'le?
tOWeVer, that the exercise of the authority is to be limited
© the period of 'the national emergency declared by me on
thr, 7, 1941'. Accordingly, it continues until terminated
Ough affirmative action by the President or by the
Ongress,
rel '.'There is a substantial shortage of consumer goods in
5 @tlon to consumer demand, particularly consumer durable
Soods, Many months will elapse before supplies of all

:grts of consumer durable goods will become reasonably ade-
anate. The Board, therefore, has not undertaken to express
dengp on as to when action should be taken by the Pre§1—
to thor by Congress, but it seems proper to call attention
on p € opinion expressed by the House Special Committee
chaigst‘war Economic Policy and Planning (William M. Colmer,

Man) as follows:
'Some control of consumer credit, partic-
Warly installment credit, may be needed after
€ war. Inasmuch as the authority of the
€serve System is based upon Executive order
of limited duration, the Committee feels that
the Congress should consider the question of
the need for legislation enabling the Reserve
"stem to continue existing controls.'
¥ am Subject to authorization by the Board of Governors,
Prepared to discuss with the stabilization officials

a

asp;:gr am for such liberalizing changes in Regulation W

Ve V' be deemed desirable under the Government's recon-
Tsion Program.

N "W and T Loans to Industry )
Wepe iguaranteed loans to industry for war production
Mo _2ugurated under the President's Executive Order
the of March 26, 1942, supplemented by the passage of
tion ontract Settlement Act of 1944 and General Regula-
Setty.° L1 issued thereunder by the Director of Contract

Marit'i'nTlhe War and Navy Departments and the United States

Dake . € Commission were authorized to guarantee and to
%ans for the purpose of financing contractors, sub-

'S and others engaged in any business or opera-

:gntracto
o
" deemeq by those agencies to be necessary, appropriate
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n
OF convenient for the prosecution of the War. The Fed-
eserve Banks were authorized to act as agents in
Speoip € out the provisions of the Order, subject to the
- ic instructions of the guaranteeing agencies and
dep s;;leral supervision of the Board of Governors. Un-
tion ¥ s Plﬁn the Board of Governors issued its Regula-
P While the procedure has been modified and the
‘Pe of operations enlarged, the general policy has re-
e? the same.
cloge 'Presumably these operations will be brought to a
“at an early date.
be of 'These loans to industry have proved themselves to
the g great value in time of War. The procedure whereby
matergve]_?mnent assumes contingent liabilities which do not
s thahZe if private efforts are successful holds promise
of 4= Teconversion period and afterwards. In the light
the Fezs:l eXperience, as well as that under Section 13b of
{mmegy eral Reserve Act, the Board of Governors favors the
Wdep iﬁe enactment of the Wagner-Spence bill, discussed
"y € next succeeding topic.
"aranteed Loans for Industry——Wagner-Spence Bill
Tepe alThe Wagner—Spence Bill (S. 511 and H. R. 591) would
anq Subth? present Section 13b of the Federal Reserve Act
Whicp wstltute therefor a section bearing the same number,
Decen), ould authorize the Federal Reserve Banks (until
Govemer 3L, 1949) under the supervision of the Board of
Logs °°r3s to guarantee financing institutions against
mitnmnré loans made to business enterprises or to make com-
e pers to purchase such loans from financing institutions.
Wity o oontage of the loan to be guaranteed would vary
In otspeclfic cases, but in no case could it exceed 90%.
assumeer words, the commercial bank would be required to
,,Tﬁt Lleast 10% of the risk involved in any loan.

Neeq n € Wagner-Spence Bill would serve an all important
erminatthe reconversion period by bridging the gap between
bus;-me lon (VT) loans and those needed especially by smaller
ote, :S enterprise to acquire plant, machinery, inventory,
: . hat otherwise would be taken over and disposed of

programappmpriate surplus disposal agencies. The V loan

nq . “nabled the Reserve Banks to act for the Army, Navy

Lo 5 Tltime Commission in guaranteeing war production

€ by private banks to war contractors and sub-

Velope d TS. Similarly, the so-called VT program was de-

by the to finance contract cencellation pending settlement
Vernment. When settlement is made, the money has

C

@]

o
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"to be applied to the VT loan, and the Army, Navy and
Mars time Commission have no further authority whereby
Loans that will then be needed to finance purchase of
B“I'plus property could be guaranteed. The Wagner-Spence
iJ:{_ Would supply this deficiency, and would greatly fa-
Litate ang simplify disposal of surplus property. War
c‘)‘““'I‘ac’r.ors and sub-contractors desiring to acquire gov-
% ent-ovned plant, machinery, inventory, etc., would
- enabled to finance such purchases through the same
Channe] g using the same guarantee mechanism with which
bh 4re familiar, and the Government's interest would
® Safe-guarded as it has been in the V and VT loans.
a°ntractors in possession of surplus property would be
s © to negotiate for purchase at the time of contract
;T;tlement: thus avoiding delay, expense and other com-
g Cations that, would arise if the property had to be re-
ed anq disposed of elsewhere.
of "It is generally taken for granted that some form
Government, participation in the extension of credit to
a‘;glness is essential and inevitable in the reconversion
o POst-war period. The need may be met either by en-
Na‘é-if‘aglng the private banking and credit system of the
pri On.t,o perform the task, thus preserving prlvate.ent.er—
%€ in the field of banking, or by further expansion in
a:;ect lending by the Government. The Board emphatically
or‘s‘ the former course. .
Han This legislative proposal is in line with tt_xe.Baruch—
Fe sock Report on war and post-war adjustment policies of
COnI‘uary 19, 1944, and is recommended in a report.to the
of 1%’ress on January 1, 1945 by James F. Byrnes, .Dlrector
on ar Mobilization and Reconversion, in which it was stated
Page 1),
'Small business has been the backbone of
Amercan prosperity. Its future requires the
®stablishment of a readily available source of
°redit. The Wagner-Spence bill has this pur-
POse in view. In revoking the present authority
°f the Federal Reserve banks to make loans di-
Tect to industry, it substitutes authority for
®m to guarantee the principal and interest of
%8ns by commercial banks to business enterprise.
> Or other forms of legislation to this end,
®Serves the immediate consideration of the
Ongress, !
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sp "The Board of Governors on February 26, 1945, in re-
mignse to a request from the Chairman of the Senate Com~—

portee on Banking and Currency, submitted a favorable re-
Yota on this bill. It has also had the support of the Sec-
bi1e Y of War, the Advisory Board of the Office of War Mo-

C -2ation and Reconversion, and the War Production Board.

desirman Krug has stated that he thought it would be very
Table to help in financing reconversion and post-war
Production .

:_ Made "No.new appropriation would be required, as the fund
| of thaV&llable by Congress for the purpose of Section 13b
| wouldebFederal Reserve Act, amounting to $139,000,000,
bily € made available for carrying out the Wagner-Spence
more'thThls would be adequate to support guarantees of
time, an $500,000,000 of loans outstanding at any one
Bagy "Because of the experience of the Federal Reserve
S and the Board of Governors in this field, the pro-
- : of this bill could be put into effect without de-
"Ren credits could be consumated expeditiously.
= ation of Credit for Stock Exchange Transactions
Change nder its statutory responsibility (Securities Ex-

Act of .
of Purcha of 1934) for regulating loans for the purpose

tontinge

Vision

sing or carrying listed securities, the Board will
heip oo, U0 give close attention to margin requirements and
relationship to the capital markets.
y "Treasury Financing Program
19,3 tr)’hen the United States entered the War in December
th&t’t he Board of Governors issued a statement pledging
Sure the Federal Reserve System would use its powers to as-
al timat an ample supply of funds would be available at
Woul g €s for financing the War effort and that the System
the | eXert its influence toward maintaining conditions in
I‘actonlted States Government security market that are satis-
"p rom the standpoint of Government requirements.
Volume Tosecution of the War has required an unprecedented
the pg of Government financing which, with the assistance of
supp]\yj:ral Reserve System through open market operations,
Ly g reserves, and otherwise, has been provided smoothly
+Lhout disturbance.
mainta?h? Federal Reserve System will continue its policy of
of Prolvl{llx-lg stability in the Government security market and
thep, to ding the banks with sufficient reserves to enable

Resﬁl‘ve gupply needed financing to business. The Federal

anks stand ready to make all necessary advances on
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ngit?d.States Government securities at par and to purchase
“rttles that banks may need to sell.

Feay The banks of the country are in position to meet all

3 onable demands of industry, commerce, and agriculture.

Sucﬁene?al decline in deposits is likely to occur; and

shifting of deposits between regions or individual

S a@s may occur can be met without difficulty through

ril Reserve operations.

ful1e The Reserve System will continue to support to the

i ost‘extent the Government's efforts to finance as much

ThepRsslble of the public debt outside the banking system.

helpizserve System within its powers will do its share in

Veloms to avoid either inflationary or deflationary de-
Pents during the period of reconversion."

€de

Approved unanimously.

Thereupon the meeting adjourned.

)
/ /
7

/ /".ﬁt\ - W p
~: PN DAL
' Secretary.

Chairman.






