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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Wednesday, October 3, 19451 at 10:30

PRESENT: Mr. Eccles, Chairman
Mr. Szymczak
Mr. Draper
Mr. Evans

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

Office of the Secretary
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 October 21 19451 were approved unani—

mously.

Memorandum dated October 1, 1945, from Mr. Bethea, Director

of the Division of Administrative Services, recommending that William

A. Kline, who has been on military leave, be reinstated in his posi—

tion as printing clerk in the Publications Section of that Division,

With basic salary at the rate of $21980 per annum, effective as of

the date upon which he enters upon the performance of his duties af—

ter having passed the usual physical examination.

Approved unanimously.

Memorandum dated October 1, 1945, from Mr. Bethea, Director

of the Division of Administrative Services, recommending that J.

Robert Surguy, who has been on military leave, be reinstated in his
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position as clerk in the Publications Section of that Division, with

basic salary at the rate of $2,870 per annum, effective as of the

date upon which he enters upon the performance of his duties after

having passed the usual physical examination.

Approved unanimously.

Memorandum dated September 28, 1945, from Mr. Thomas, Direc-

tor of the Division of Research and Statistics, recommending that

Mrs. Melba M. Coone, a clerk in that Division, be retained on a tem-

porary basis for an indefinite period when her temporary four-month

appointment expires at the close of business October 17, 1945, and

that her salary be continued at the rate of $1,980. The memorandum

stated that it was assumed that M. Coone would become a member of

the Federal Reserve Retirement System.

Approved unanimously.

Memorandum dated October 2, 1945, from Mr. Carpenter recall-

mending that Mrs. Maxine Todd Townsend be appointed as a file clerk

in the Secretary's Office on a temporary basis for a period of not

to exceed six months, with basic salary at the rate of $1,836 per

annum, effective as of the date upon which she enters upon the per-

formance of her duties after having passed the usual physical exami-

nation. The memorandum stated that it was contemplated that Mrs.

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

Approved unanimously.
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Memorandum dated September 27, 1945, from Mr. Bethea, Direc-

tor of the Division of Administrative Services, recommending that

the annual salary of each of the following employees in that Divi-

sion be increased, as indicated, effective as of October 7, 1945:

Name
 Salary Increase

Title From To

John Blash
Woodley Booth 

Maintenance Mechanic $2,430 $2,496
General Mechanic 2,232 2,298

Marylou Arason2,232 2,364Stenographer

Approved unanimously.

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

of Atlanta, reading as follows:

"Reference is made to Mr. Clark's letter of August
29, 1945 submitting the request of the American National
Bank of Jacksonville, Jacksonville, Florida, that it be
authorized to maintain the same reserves against deposits
as are required to be maintained by banks located outside
of central reserve and reserve cities.
. "In accordance with a subsequent telephone conversa-
tion with you, the Board is deferring action on this ap-
plication at this time, and it is understood that you will
again consider and make a recommendation with respect to
the bank's request following the next examination of the
bank."

Approved unanimously.

Letter to Mr. L. E. Wbicher, New York, New York, reading as

follows:

"This is in reply to your letters of August 31 and
September 18, 1945, relative to the Board's Regulation T
which prescribes margin requirements for security trans-
actions.
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"A careful reading of your two letters suggests that
you are under the impression that the purpose of the pro—
visions of the Securities Exchange Act of 1934, under which
this regulation was issued, was to protect the institutions
that lend money on stock exchange collateral and that if
the loan is 'safe' it should be permitted. You also point
out that very little was lost by lending institutions on
loans of this type. In other words you question whether
or not these provisions should have been incorporated in
the Securities Exchange Act.

"The purpose of the margin requirements was not to pro—
tect the brokers, the banks, or the people who trade on mar—
gin, although some incidental benefit of this kind may re—
sult. It was to protect the national economy by preventing
excessive use of credit for the purpose of trading in se—
curities. The law was adopted because Congress thought it
necessary to avoid the practices which in the past had con—
tributed to fluctuations in economic activity.

"As you suggest, there is a great deal of money avail—
able for 'investment' at the present time, which may provide
the fuel for an inflationary development of serious propor—
tions. The Board did not feel that it would be fulfilling
its responsibilities if it did not act to discourage the ad—
dition of more fuel from credit extensions and to discourage
free use for new transactions of the credit already out—
standing.

"The Board is glad to have the opportunity to comment
on the observations you have made. You may be sure that
the subject is under continuous study."

Approved unanimously.

Telegram to Mr. Treiber, Secretary of the Federal Reserve Bank

of New York, reading as follows:

"Referring to your letter of September 28, 1945/ en—
closing letter from Guaranty Trust Company regarding loan
to Affiliated Fund, Inc., it is opinion of Board in view
of provisions of third paragraph of section 1 and provisions
of section 3(f) of Regulation U, the circumstances and pur—
pose of the proposed arrangement, and the terms of the new
Proposal, that the loan as described in letter from Guaranty
Trust Company would be subject to the Regulation."

Approved unanimously.
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Letter to the Presidents of all the Federal Reserve Banks

reading as follows:

"There is enclosed a copy of a letter dated Septem-
ber 271 1945, signed by Frank E. McKinney, Assistant Di-
rector, Office of Contract Settlement, with respect to
the need for prompt preparation and filing of claims
under cancelled mar contracts.

"In keeping with Mr. McKinney's request, it will
be appreciated if you will send a copy of his letter to
each commercial bank in your district with the request
that it urge each of its customers that has claims under
cancelled war contracts to prepare and file the claims
at the earliest practicable date."

Approved unanimously.

Letter to Mr. Knoke, Vice President of the Federal Reserve

Bank of New York, reading as follows:

"This letter is in response to yours of September
291 1945, in which you refer to the arrangement made by
your Bank with the Banco de la Republica Oriental del Uru-
guay under which you were prepared to make loans to the
central bank in an amount not to exceed $18,000,000 in
the aggregate at any one time outstanding for the purpose
of enabling the central bank to purchase gold to be held
by your Bank under earmark. Your letter also refers to
the advice received from the Banco de la Republica Oriental
del Uruguay that it may not need to borrow more than
$10,000,000 for the purpose of acquiring gold, and to
the inquiry of the central bank whether the balance of
$8,000,000 may be used to meet Uruguay's necessary import
requirements and other transfers of funds.

"In accordance with the action of the board of di-
rectors of your Bank and the request contained in your
letter, the Board of Governors approves your making a
loan or loans in an aggregate amount of not to exceed
$81000,000 outstanding at any one time to the Banco de
la Republica Oriental del Uruguay for the purpose last
referred to, subject to the terms stated in your cable
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"of August 10, 1945, to the central bank, a copy of which
was enclosed with Mr. Sanford's letter to the Board under
date of September 18, 1945."

Approved unanimously.

Telegram to Mr. C. R. Magone, Department of the Attorney-Gen-

eral of Ontario, Toronto, Canada, reading as follows:

"Your letter of September 19. Would be more conven-
ient from our standpoint to have someone appear at trial
from Buffalo rather than from Washington. However, wit-
ness from Buffalo could not testify from personal knowl-
edge that there were no vaults in the Board's building
in Washington or, from personal observation, as to activi-
ties in this building. He could testify as to organiza-
tion and activities of Federal Reserve System, consisting
of twelve regional Federal Reserve Banks under general
supervision of Board of Governors, as provided in Federal
Reserve Act. Accordingly, we have serious doubts as to
whether such testimony would be adequate for your purposes.
If it would not be adequate, we shall arrange to send some-
one from Board's offices in Washington. It is our under-
standing, following your letter of February 23, 1945, that
your Department will defray expenses. Please let me have
your views and I shall be glad to make necessary arrange-
ments."

Approved unanimously.

Memorandum dated September 28, 1945, from Mr. Vest, General

Attorney, submitting a letter dated September 24, 1945, from the firm

of Robertson, Leachman, Payne, Gardere & Lancaster with which was en-

closed their statement for $2,527.98 for legal services rendered in

connection with the Transamerica Corporation matter since March 1,

1945, the date of the last bill, and recommending that payment of

the statement be approved.

Approved unanimously.
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Memorandum dated dated October 1, 1945, from Mr. Bethea, Director

of the Division of Administrative Services, recommending, for the

reasons stated in the memorandum, that the Board approve the sale

of one Underwood Noiseless Portable Typewriter, Serial Number 708484,

which typewriter was used by Mr. Glenn Goodman while on his recent

mission to the Philippine Islands, to Mr. Ismael Mathay, Commissioner

of the Budget in the Philippine Islands, for the sum of $57.75.

Approved unanimously.

Memorandum dated September 28, 1945, from Mr. Thomas, Direc-

tor of the Division of Research and Statistics, submitting a voucher

for reimbursement for travel and other expenses incurred by Arthur

C. Bunce, an Economist in that Division, while he was on official

business in Chicago, Illinois, September 23-26, 1945. The memoran-

dum recommended approval of the voucher and stated that the voucher

needed special Board consideration because it was necessary for Mr.

Bunce to take a roomette on the return trip from Chicago to Washing-

ton due to the unavailability of less expensive Pullman accommoda-

tions.

Approved:

Approved unanimously.

Thereupon the meeting adjo

Secretary.

Chairman.
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