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A meeting of the Board of Governors of the Federal Re-

serve 
System was held in Washington on Monday, October 22, 1945,

at 10:30 a.m.

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

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

here inter 
referred to was taken by the Board:

Memorandum dated October 18, 1945, from 'Mr. Thomas,

Director of the Division of Research and Statistics, recommending
that the Board approve the appointment of Miss Eleanor Wirth, as

a clerk-stenographer in that Division on a temporary basis for an
inder4„4

Period, with basic salary at the rate of 20100 per

a'111111111, effective as of the date she enters upon the performance

Of her duties after having passed the usual physical examination.

The memorandum stated that Miss Wirth would become an active mem-

ber (If the Civil Service Retirement System if investigation shows
that

she has funds in that system; otherwise she would enter the

Pedera1 
Reserve Retirement System.

Approved unanimously.
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Memorandum dated October 19, 1945, from Mr. Pollard,

Assistant Director of the Division of Examination, recommending

hat the Board approve the appointment of Mrs. Jean L. Satterwhite

as a stenographer in that Division on a temporary basis for an

indefinite period, with basic salary at the rate of $2,100 per

441111; effective as of the date she enters upon the performance

f her duties after having passed the uslial physical examination.

The 
zemorandum stated that Mrs. Satterwhite was a member of the

Civil Servi ce Retirement System and would continue in that system.

Approved unanimously.

Letter to Mr. Wiltse, Vice President of the Federal

Reserve Bank of New York, reading as follows:

Oct dber 6 
:Reference is made to Mr. Sheehan's letter of
1945, transm Nationala letter from The Nation

CitY Bank of New York containing advice that the Singa-
Pore Branch of The National City Bank has reopened forbusiness.

"There is enclosed the Board's reply and it
'will be appreciated if you will forward it to The Nation-
al CitY Bank. A copy of the reply is also enclosed for
Your files."

Approved unanimously.

Letter to Mt. J. L. Robertson, Deputy Comptroller of the

Clirrency, reading as follows:

th eFe 
"Recently Mr. L. M. Clark, Vice President of

deral Reserve Bank of Atlanta, and Messrs. Pollard
and Townsend of the Board's staff discussed with you a
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that had arisen in connection with the exam-
ination of a State member bank in the Atlanta District.
AS you will recall, the question involved an apparent
difference between the general approach of the examiners
for the Reserve Bank and that of the national bank exam-

in reviewing the bond trading activities of cer-
tain banks in that District. In line with your sugges-
tim, this letter has been prepared in order to request
the views of your office regarding the matter.

"The latest report of examination of the State
member bank indicated that the bank had handled certain
tr
ansactions in non-exempt securities which the exam-

iners for the Reserve Bank regarded as being in viola-
of the prohibition in Section 5136 of the Revised

Statutes against dealing in securities. During the course
.?! the examination, some members of the staff of the BondDe 

the

of the member bank expressed the opinion that
examiners for the Reserve Bank appeared to be more tech-

CO 
than national bank examiners in analyzing bond ac-

unts to determine whether securities were purchased for
tnvestnent or for resale. In view of these comments, the
Airser--ve Bank deemed it advisable to discuss with Mr. Reed

Chief National Bank Examiner for the Sixth Dis-
ety the practice of his examiners in applying the pro-

,:isions of Section 5136 of the Revised Statutes to the
u°nd accounts of national banks.

that "According to our information, Mr. Dolan stated
it was the practice of his examiners to look upon

till.? bond account of a national bank as an investment port-

JI-Lio without regard to whether the securities were pur-
, ased with intent to hold until maturity or for resale
_'_'Pon a favorable market. If the record shows a large
%Imber of purchases and sales, the examiner raises the
j.stion as to whether the bank is speculating in secur-

jles,but it does not appear to be the practice to de-

whether securities bought and sold within rel-
„IvelY short intervals fall within the class of exempted
I'durities in Section 5136. If all of the bonds pur-

Irsed by the bank were eligible, apparently no criticism
made of the bank for dealing in securities eveh though

e!me of the issues bought for resale may not be of the
t"'"hemPted class. Mr. Clark advised that Mr. Dolan had stated

since the question had been raised with him, he thought
would be desirable for the Board of Governors to ask the

irPtroller's Office for a ruling so that appropriate
structions might be given to his office in order that
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examiners for the Reserve Bank and the national bank
examiners would analyze the activity in the bond accounts
°f State member banks and national banks on a comparable
basis.

"The Board would appreciate receiving any com-
Tents you may care to offer relative to the practices fol-
lowed by your examiners in the Atlanta District, together
with any suggestions you may have regarding the procedure
!hich you feel should be followed by examiners in review-

transactions in non-exempt issues from the standpoint
of dealing in securities in contravention of the provisionsof Section 5136."

Approved unanimously.

Letter to Captain C. L. Harris, Dayton, Ohio, reading as
fo 
llows:

"This refers to your letter of October 8, 1945.
"In that letter, you reiterate the contentionthat there is no justification for the present margin

p°lies in their application to undermargined accounts.
et you seem to us to ignore or overlook is the Board's

:e813°fleibility to prevent the excessive use of credit,.S the statute puts it, not only for purchasing secur-
i

iee but also for carrying or trading in securities.
requirement that an undermargined account shall be

4.r°11ght to the new 75 per cent standard mould operate
Purther these objectives, and so does the less

thltngent rule that the account need be brought up to
d at standard only in case the customer wishes to take
orin securities, to draw out money, or to shift fromIle 

security to another.
"So far 

concern 
as any customer's tax-paying problem is

bo_
Concerned 

It would appear that if he is unable now to
harrow the money to pay his taxes the reason is that he
put borrowed too much, as judged by considerations of

lic Policy, for the purpose of purchasing or carry-
or trading in securities."

Approved unanimously.
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Letter to Mr. Dawes, Vice President of the Federal Re-

serve Bank of Chicago, reading as follows:

"Regarding your letter of October 131 1945, in
"ch you asked to be informed of the Board's decision
With respect to the status under Regulation U of a pro-
Posed loan to Affiliated Fund, Inc., we informed the Fed-
eral Reserve Bank of San Francisco under date of October
11, 1945, that while we had been advised informally on
that day that a new plan for the making of such a loanby a syndicate headed by Morgan & Company was under con-
e?deration, we had not been furnished with details or
With the documents which would be used and that we were
therefore not in a position to express an opinion.

"Ne also heard that a decision had to be reachedby the lending banks by Monday, October 15. Since we
have not yet received all of the underlying documents,
we are still not in a position to empress an opinionlbut
Presumably the inquiry which you received from the Indiana
national Bank has been disposed of."

the 
Board on October 5, 1945, in connection with the Motor City

Criedit Jewelry Co. Inc., and the order for hearing issued at that

3 and it was recommended that the order be amended to change

date of hearing from October 23, to November 9, 1945•

tike

the

Approved unanimously.

Reference was made to the action taken at the meeting of

Upon motion by Mr. Ransom, it was voted
unanimously to adopt the following amending
order, with the understanding that a copy of
the order would be sent to the registrant by
registered mail today:

"BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
Washington, D. C.

"In the matter of
Motor City Credit Jewelry Co. Inc.,
Van Dyke, Michigan
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"Order Resetting Date of Hearing.

"On October 5, 1945, the Board issued an Order
for Hearing to determine whether the license of
Motor City Credit Jewelry Co., Inc., Van Dyke,

Michigan, under Regulation W should be revoked,
and set the 23rd day of October 1945, as the date
of the Hearing.

"The Board deeming such action necessary and

aPpropriate in the public interest, hereby amends
its said Order for Hearing by setting the 9th day
of November, 1945, at 10 o'clock A. M. as the time
for the Hearing.

"By Order of the Board of Governors of the
Federal Reserve System made this 22nd day of
October 1945.

(Seal) (Signed)S. R. Carpenter 
Secretary,

Board of Governors
of the

Federal Reserve System."

Letter to Congressman Brent Spence, Chairman of the Com,-

itte on Banking and Currency of the House of Representatives, read—

ing as follows:

"This is in reply to your letter of October 10,
1945, enclosing a letter received by you from Mr.
John S. Throckmorton, Caldwell, New Jersey, with re—
spect to a proposal to amend the Federal Reserve Act
for the purpose of permitting national banks to make
real estate loans to veterans, guaranteed under the
Servicemen's Readjustment Act of 1944, where the un—
insured portion of the loan does not exceed at least
75 per cent of the appraised-value of the property.

"There is now pending before Congress a bill
Which would seem to accomplish the objective which
Mr. Throckmorton has in mind. As you know, the bill

R. 3749, to amend the Servicemen's Readjustment
Jrt of 1944, passed the House of Representatives on
'111Y 18, 1945, and is now pending before the Senate
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"Commi ttee on Finance. Section 501(b) of that bill would
eXpressly authorize all national banks to make loans guar-
anteed under the provisions of the Servicemen's Readjust-
ment Act of 1944 'without regard to the limitations and
restrictions of any other statute or ruling of the Federal
Reserve Board'; and this provision would have the effect
of Permitting national banks to make such loans without re-
gard to any other provisions of law, including the provisions
of section 24 of the Federal Reserve Act which limits the
amount of real estate loans by national banks to 60 per
cent of the appraised value of the property.

"The Board of Governors has approved the objective
of 

permitting national banks to make guaranteed real estate
"Loans to veterans without regard to limitations of the law
as to the amount or maturity of the loan. The Board has
suggested, however, that, in lieu of the broad and general
tcemPtion contained in H. R. 3749, the bill should directly
344end section 24 of the Federal Reserve Act so as specifi-
cally to exempt real estate loans which are guaranteed in
,Whole or in part under the Servicemen's Readjustment Act
'rom the limitations of that section with respect to the
!mount which may be loaned on real estate and with respect
60 the maturity of such loans.

"In
Thocj accordance with your request, I am returning Mr.

orton's letter to you."

Approved unanimously.

Thereupon the meeting adjourned.

rice Chairman.
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