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A meeting of the Board of Governors of the Federal Reserve Sys-

tem was held in Washington on Wednesday, September 26, 1945, at 10:30

a.m.

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

Mr. Carpenter, Secretary
Mr. Connell, General Assistant, Office

of the Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Chairman

The action stated with respect to each of the matters herein-

after referred to was taken by the Board:

The minutes of the meeting of the Board of Governors of the

Federal Reserve System held on September 25, 1945, were approved unani-

mously.

Memorandum dated September 21, 1945, from Mr. Bethea, Director

c)f the Division of Administrative Services, recommending that Miss

Virginia D. Lambert be appointed as a stenographer in that Division on

a temporary basis for an indefinite period with salary at the rate of

1)968 per annum, effective as of the date upon which she commences

11Pon the performance of her duties after having passed the usual phys-

ical examination. The memorandum stated that it was assumed that Miss

Lambert would become a member of the Board's retirement system.

Approved unanimously.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



1540

9/26/45 -9-

Memorandum dated September 21, 1945, from Mr. Bethea, Director

Of the Division of Administrative Services, recommending that Miss

mary V. Carpineti be appointed as a stenographer in that Division on a

temporary basis for an indefinite period with salary at the rate of

$1,968 per annum, effective as of the date upon which she enters upon

the performance of her duties after having passed the usual physical

examination. The memorandum stated that Miss Carpineti was a member

of the Civil Service Retirement System and would continue to be a mem-

ber of that System.

Approved unanimously.

Letter to Mr. R. M. Hanes, President of the Wachovia Bank and

Trust Company, Winston-Salem, North Carolina, reading as follows:

"The Board of Governors has delayed a further reply to
your letter of August 2, 1945, in order to give the matter
referred to in your letter full and complete reconsideration.
The Board has again come to the conclusion that its decision
to adopt the amendment to Regulation D, which became effec-
tive August 1, 1945, relating to reserve requirements of
member banks, was correct.

"The question which gave rise to this amendment was the
manner in which reserves should be computed in the case of a
member bank having a branch or branches in a reserve city,
but having its head office in a non-reserve city. The Board
had never ruled on the question whether, in such a situation,
the deposits of a member bank should be subject to the re-
serve requirements applicable to reserve city banks or those
applicable to non-reserve city banks. However, the Board had
ruled many years ago, in the case of a bank with its head
office in a reserve city and branches in non-reserve cities,
that such a bank was required to maintain against all of its
deposits wherever located the reserves required of reserve
city banks.

"Before taking action on the amendment, the Board ob-
tained the views of the Federal Reserve Banks and, through
them, of the member banks which would be affected by the
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"amendment. After careful consideration of these views and
the potential effect of the amendment on the banks, as well
as the history of reserve requirements and the provisions and
purposes of section 19 of the Federal Reserve Act, the Board
came to the conclusion that the amendment should be adopted.

"The amendment adopted by the Board provides the same
rule for all member banks with either a head office or a
branch in a reserve city as the rule made in the early years
of the Federal Reserve System that a member bank with its
head office in a reserve city having non-reserve city branches
is required to maintain reserves on a reserve city basis
against all of its deposits wherever received. It also fol-
lows the principle observed since 1918 in New York City, in
that a member bank located in a borough other than Manhattan
is not required to carry reserves on a central reserve city
basis unless it has a branch in Manhattan, and a member in
the boroughs of Queens or Richmond is classified as a non-
reserve city bank unless it has an office in Brooklyn or the
Bronx in which case it is classified as a reserve city bank.
Moreover, the amendment is consistent with the position taken
by the Board for many years that a bank and its branches com-
prise a single institution for reserve purposes.

"In your letter you refer to the fact that some of your
offices in non-reserve cities are not afforded the same serv-
ices by the Federal Reserve Bank as are rendered to banks
located in a Federal Reserve Bank or branch city. In this
connection, it should be pointed out, however, that there are
many banking offices in the United States which are located
in reserve cities, but not in a Federal Reserve Bank or branch
City, and that, consequently, such banks, like the offices of
your bank located at Winston-Salem, Asheville, High Point,
Salisbury and Raleigh, do not have the benefit of the services
to which you refer, although such banks must maintain the re-
serves required of reserve city banks.

"The Board appreciates very much the frankness with which
You have expressed your position and assures you that, both in
adopting and reviewing this amendment, your views and your
bank's position were given thorough consideration."

Approved unanimously.

Letter to Mr. H. J. Stoddard, President of the Michigan National

1/14al*, Lansing, Michigan, reading as follows:

"It will be recalled that when you were in Washington dur-
ing the early part of August, some discussion took place in
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"Governor Szymczak's office with respect to the amendment to
the Board's Regulation D, regarding reserves of member banks,
which had been adopted by the Board effective August 1, 1945.
At that time you left with the Board, together with copies of
certain other documents, a copy of a letter addressed by you
to Mr. Young, President of the Federal Reserve Bank of Chicago,
on July 17, 1945, requesting that the amendment be rescinded.
The Board has again considered this matter and has come to
the conclusion that its decision to adopt the amendment in
question was correct.

"The question which gave rise to this amendment was the
manner in which reserves should be computed in the case of a
member bank having a branch or branches in a reserve city, but
having its head office in a non-reserve city. The Board had
never ruled on the question whether, in such a situation, the
deposits of a member bank should be subject to the reserve re-
quirements applicable to reserve city banks or those appli-
cable to non-reserve city banks. However, the Board had
ruled many years ago, in the case of a bank with its head
office in a reserve city and branches in non-reserve cities,
that such a bank was required to maintain against all of its
deposits wherever located the reserves required of reserve
city banks.

"Before taking action on the amendment, the Board obtained
the views of the Federal Reserve Banks and, through them, of
the member banks which would be affected by the amendment.
After careful consideration of these views and the potential
effect of the amendment on the banks, as well as the history
of reserve requirements and the provisions and purposes of
section 19 of the Federal Reserve Act, the Board came to the
conclusion that the amendment should be adopted.

"The amendment adopted by the Board provides the same
rule for all member banks with either a head office or a
branch in a reserve city as the rule made in the early years
of the Federal Reserve System that a member bank with its head
Office in a reserve city having non-reserve city branches is
required to maintain reserves on a reserve city basis against
all of its deposits wherever received. It also follows the
Principle observed since 1918 in New York City, in that a mem-
ber bank located in a borough other than Manhattan is not re-
quired to carry reserves on a central reserve city basis un-
less it has a branch in Manhattan, and a member in the boroughs
of Queens or Richmond is classified as a non-reserve city bank
unless it has an office in Brooklyn or the Bronx in which case
it is classified as a reserve city bank. Moreover, the amend-
ment is consistent with the position taken by the Board for
many years that a bank and its branches comprise a single insti-
tution for reserve purposes.
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tive

"The Board appreciates very much the frankness with which
you have expressed your position and assures you that, both in
adopting and reviewing this amendment, your views and your
bank's position were given thorough consideration."

Approved unanimously.

Letter to Mr. F. J. Bailey, Assistant Director of the Legisla-

Reference, Bureau of the Budget, reading as follows:

"This refers to your letter of September 181 1945, ask-
ing for an expression of views with respect to the proposal
contained in S. 13201 a bill introduced by Senator Mead on
July 271 1945, to establish within the Federal Reserve System
a permanent Small Business Finance Corporation.

"There is enclosed a copy of a letter which the Chairman
of the Board of Governors addressed to the Honorable Robert
F. Wagner, Chairman of the Senate Committee on Banking and
Currency, under date of September 6, 1945, with respect to
the merits of this bill. As stated in that letter, the Board
believes that it is unnecessary and undesirable to establish
a new governmental corporation in the manner contemplated by
this bill for the purpose of financing small businesses and
favors instead the enactment of the so-called Wagner-Spence
Bill (S. 511) as the most desirable means of providing finan-
cial assistance to small business enterprises."

Approved, Mr. McKee not
voting.

Letter to Mr. Gilbert, President of the Federal Reserve Bank of

1)allas, reading as follows:

"I am in receipt of your letter of September 12 with
which you enclosed a copy of a letter of September 11 ad-
dressed to you by Sam R. Lawder, President of the South
Texas Commercial National Bank, in regard to the Board's
ruling on the absorption of exchange charges. The receipt
of your letter was slightly delayed because it went to the
Treasury in Washington.

"The Board feels, as you say, that the letter of June
221 1945, was clear. It was, as you know, designed to carry
out the proposals contained in the resolution adopted at the
Memphis meeting, and Mr. Lawder's letter shows that he under-
stood it correctly. The Board also feels that the subsequent
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"letter, S. 862-al of July 13, 1945, was explicit. With these
two communications in mind it seems that there is really
nothing by way of further explanation that could be added and,
on the other hand, that another formal statement, no matter
how carefully framed, might cause confusion.

"In other words, it is believed here that the Federal Re-
serve Banks have been placed in a position by these communica-
tions to deal with the situation in their respective districts.
It may be pointed out that, having answered the question as to
What the Board would consider to be trivial, the question
Whether in a particular case the absorption of exchange charges
is being utilized as a device for the payment of interest is
to be determined only after consideration of all the relevant
facts and circumstances as developed by an examination.

"Whether you need to write a letter to the larger banks
of your district is a matter for your own judgment but the
question is raised for your consideration whether it might
not be better simply to deal with the matter as far as pos-
sible by discussion and to reserve judgment as to any further
action until an examination discloses the facts of any situa-
tion that might indicate the need."

Approved unanimously.

Memorandum dated September 26, 1945, from Mr. Hooff, Attorney,

l'ecammending that there be published in the October issue of the Federal

Reserve Bulletin statements in the form attached to the memorandum with

respect to the following items:

APPrOVed:

Consumer Credit
Amendment to Regulation W
Classification of Jeeps

Foreign Funds Control
Treasury Department Releases

Approved unanimously.

Thereupon the meeting adjou

141.. 411

Chairman.

Secretary.
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