; - Meeting of the Board of Governors of the Federal Reserve Sys-
0 wit,
h the Presidents of the Federal Reserve Banks was held in the

ofps
foes of the Board of G in Washi Thursday, Fel 28
1 of Governors in Washington on Thursday, February 28,

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

Mr. Carpenter, Secretary
Mr. Morrill, Special Adviser to the Board

Messrs. Flanders, Sproul, Williams, Gidney,
Leach, McLarin, Young, Davis, Peyton,
Leedy, Gilbert, and Clerk, Presidents of
the Federal Reserve Banks of Boston, New
York, Philadelphia, Cleveland, Richmond,
Atlanta, Chicago, St. Louis, Minneapolis,
Kansas City, Dallas, and San Francisco,
respectively.

Mr. Sienkiewicz, Secretary of the Presi-
dents' Conference

y 25‘228 Presidents! Conference met in a separate session on Febru-
B%Pd : ;;946, and yesterday there were furnished to the members of the
ah‘eq \ ®rnors copies of a list of topics which the Presidents de-

taken Present, at this joint meeting with the Board. The matters were

up
d discussed as follows:

den(,mi'l Discontinuance of Federal Reserve notes of large
Natioﬂs- The Conference of Presidents considered the

ap to discontinue the issuance of Federal Reserve notes
e €8 denominations. On the basis of information avail-
f&vm"able majority of the members of the Conference was not
Drimaps,) disposed toward such discontinuznce at this time
HoweVep ¥ because of a possible adverse reaction by the public.
tion &n’ the Conference believes that the subject of elimina-
of ¢s d Withdrawal from circulation of notes in denominations
e 3 and $10,000 should be considered at an appropriate

e future.

P
to Torid
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ir, Sproul stated that the position of the Conference was

8¢ o ;
" the feeling that there were legitimate uses for notes up to
and includin

ke g $1,000 denominations and that anything that might be

Tueq
i Ehiblioas whe werld be critisal of sny chanps, s finkering with
® oup

*RCY system would be undesirable at this time in the absence of

® oo
i m‘pelling reasons than those stated in the Board's letter of De-
er 27

> 1945, asking for the views of the Presidents. Mr. Sproul

39 8a
4 1 that, it wa
ent,

Y

8 the feeling on the part of some of the Presi-

8 that,
" before action was taken to discontinue the higher denomina-
Noteg

they, there should be a decision on the legal question whether
J

as .
aut‘hol‘l’foy under existing law to discontinue the circulation

ot the lap

ger denominations.

Chy
by irman Eeopes stated that this matter had been looked into
Oaprqt
the nay
5 er
by th Testeq with the Board. He also stated that any action taken

S Legal Division and that it was felt that discretion in

8

the Soarg in this connection would not be for the purpose of reducing
t"&thér B Currency outstanding as had been done in other countries
S, A for the purpose of preventing the use of large denomination

°n t::: black market operations and tax evasion. He expressed the

gy, e Such a step would not be effective alone in preventing

diri‘ic *lons Or the evasion of taxes but would only make them more
h"aetiee > ®d that ¢ further action were to be taken to curb these

o
P"iee A "ould have to be teken by the Treasury or the Office of

istrati on.,

SER
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°0nsi§. Job evaluation and classification. The Conference
ered the necessity for comprehensive job evaluation
Personnel classification at the Reserve Banks, and the
ple)d:lready being done by the Banks. In view of the com-
on Pery of the task, the Conference directed its Committee
polic,SOYlnel to assume the responsibility for working out
div1dles and methods as well as making suggestions to in-
Rree gil Reserve Banks which would bring about a maximum de-
®Valyat coordination and integration in matters of job
ing gy ion and personnel classification, with the understend-
at the Committee may engage the services of such con-
Mts in this field as it may need for the purpose.
Spr°u§ubsequently, the Board's letter to Vice Chairman Allan
o dated February 26, 1946, referring to this subject,
I‘ect;elved by the Conference. It was considered that the
wit on given to the Personnel Committee was consistent
€ Suggestions of the Board of Governors.

re!‘engé DhiS_missal wages and separation allowances. The Con-

ts 1ot Considered the request of the Board of Governors in
te ter of February 15, 1946, and reviewed a proposed let-
th

8

Work

from the Board to the Presidents of the Reserve Banks to
Wa
in

e

ge:fgect that authorization for the payment of dismissal

Vo), z Separation allowances be extended to cover employees

ery arily separated from service after age 55 and who have

tion bu: Sufficient length of time to be entitled to compensa-

Wdep 4 Who have not served the 25 years necessary to come

In gpe Be authorization for supplemental payments, contained

the o, oard's letter S-741. The Conference is in favor of

Yo 1o o8¢ as expressed in the proposed letter from the Board
® Presidents.

T
here Was no discussion of these two matters.

c()nfel‘:a Hospitalization including surgical services. The
Plapg fnce again reviewed the Personnel Committee's report on
Banks bgr making available to employees of the Federal Reserve
W, ,p o2der facilities for meeting the hazards of illness
50 bhe Cer discussion, reaffirmed the previous recommendation
0 gy onference to the effect that the plan for hospital
RESePVegical benefits should be adopted, with each Federal
indivi 5 k assuming two-thirds of the cost of providing
Cage 21, husband and wife, or family membership, as the
Tor eaci be, in the Blue Cross Association of its district

of iis employees who may wish to avail himself of

SER
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Ege Privilege. It was the view of the Conference that the
&p’;‘ilittee on Personnel and the Reserve Banks should make
0

alty priat:,e arrangements to carry out this recommendation,

mighgugh it was understood that an individual Reserve Bank

emple for special reason obtain the same protection for its
vees through a private insurance contract.

Chairman Eccles reviewed the consideration which had been

g Ven t 3

) ° this matter and said that the Board had felt that before
eaching A
fo

sion on the question whether it should approve a plan
r
nak
lng hospitalization and surgical services available to the

ederal
. Reserve Banks there should be further consideration by the
851de
n
¢ ts or the question whether the services should be provided
Ugh
g A Insurance company or through the Blue Cross Association,

thay
lig, the Board would now give further study to the matter in the
Sag

of
the Position of the Presidents as stated above.
thy In Tesponse to a question from Mr. Szymeczak, it was stated
ley
the ! 0 of the Presidents favored provision of the services through

e ¢
0 Toss Association and that one favored the use of an insurance
IS“Y.

Mr, .
Sy, UcLarin stated that the reason why he had favored an in-
Ce

¢
Blue b pany was the uncertainty whether and to what extent the
To

8s
Sopy A“?‘S'OGI'Lv':ﬂ"ion services would be made available in the Federal
&R

and branch cities in the Atlanta District, and that he

fel
" thay ir
“y
ag
%he & lower rate than charged by the Blue Cross Association that

i Permitteq,

¢ the same services could be provided through an insurance
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fer 5+ Compensation of Reserve Bank Officers. The Con-
of SICe again considered the problem of official salaries

the Reserve Bank officers in the light of increasing dif-
of o ffl_.e's in obtaining and retaining able and promosing men
Linit 1clal type by reason of inadequate compensation and
Lhﬁt?d opportunities for the future. It also reviewed the
ficiaitions of the Retirement System with respect to the of-
3 staff and recognized the continuing need for liberali-
Inagmﬁhe Provisions of the Retirement System in this respect.
the ch as the salaries of the chief executive officers of
in agqs S are involved, the Conference is of the opinion that
g 1tion to the ordinary reviews of official salaries with
sho Tesidents of the Reserve Banks, the Board of Governors
Ment, 5 Teview the general matter of salaries and of retire-
topg Owances with representatives of the Boards of Direc-
Of the Reserve Banks.

by In Tesponse to a comment by Chairman Eccles that it was the

Y of
% 4 g Board to discuss salaries of officers with the boards

irect
& °rs op committees thereof whenever the directors so desired,
. DI‘Q
" 4 ®Xplained that what the Presidents had in mind was a gen-
re‘,i
i K of Salary policy with representatives of the boards of

s
apﬁei °f all the Reserve Banks rather than the consideration of
e

S s
laries with the respective boards of directors or their

by
Py
esentatiVes

e,
Ty i Szymezak stated that as he understood the suggestion it
a

bt
of th he Presidents would like the Board to meet with the Chairmen
&
eq
Q%re °Tal Reserve Banks or to have the Chairman of the Chairmen's
e 4
B%ks i 3Ppoint a comnittee to represent all of the Federal Reserve

8
Uscussion with the Board.

Chy
*idel.at irman Eccles said that the Board had just finished con-
i()n

°f the salaries of presidents and first vice presidents of the
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eder.
“L Reserve Banks for periods beginning March 1, 1946, and that

vice
Y ® of the Board's action would be sent to the respective Banks
Ve He also said that, in that connection, the sugzestion had been

Tade th
e tonsideration be given by the Board to the liberalization

e b x
nefits now provided under the retirement system of the Fed-

oy
8, that the Board had the matter under study for the

Prpq
Se
o determining whether there should be further liberalization,

o Shat the Banks

would be advised in due course of the Board's views.

A In the ensuing discussion it was made clear that the Board
Not,

t yet acted on salaries of officers of Federal Reserve Banks other
e .
ta Presidents and first vice presidents and that these would be

en u

P
Y In due course toward the end of the present salary year for the
Spe ctiVe B&nks

w¢3hh t:' Davis commented that there had been a number of changes
%Cls X ® System in salary policy in recent years, to which Chairman
&We *Plieq that as long as salary levels for top positions in the

it T Temained unchanged the Board could not go beyond the salaries
*PProveq for the officers of the Federal Reserve Banks, that the

sOf
thy the presidents were higher than the salary of any officer of

8
q a'rie
e
M e Ten, except the President of the United States, and that the
Would
have to keep that situation in mind.
Y * Clerk inquired whether the Board had given consideration

Ary
increaSeS for officers with salaries above $7,500 based on
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hlcre 5
48es in the cost of living as had been done with salaries below
th&t
&mount’ and Mr. Szymczak replied in the negative.
lir, Sproul expressed the opinion that in cases where there

aq be
® no change in salary for a considerable period, the salary was

In ¢p
f .
: tet belng reduced by the higher costs of living, and that if
q
Justments Wwere o

in

Not,
€ a
desirable one as it would fail to provide the necessary in-

onstantly made for the lower salaries with no change

the
higher brackets a new salary structure would result which would

Centi
Ve ]
a for men to qualify for the more responsible positions. He

80 saj
i 4 that the System was et up with the thought that it could
Ta,

ct

i Competent, men who could be compensated on a level commensurate
they

o r_°°mpetence recognizing, however, that the salaries paid
q

Not,
be equal to those paid in private business. He said that

the
quest'
asimp lon wag whether the Federal Reserve Banks were to be regarded
ort
ty % parts of the System and entitled to salaries which would
ag

X *mpetent men or whether they should be expected to carry on
b Toutine functions required of the Banks.
m&rmiazuring a discussion of Mr. Sproul's statement Mr. Williams in-
£ . to the probable outcome of legislation now under consideration
h&hﬁi:ie Government salaries. Chairman Eccles stated that there was
®lihood that the legislation would be enacted.

6.
the g ¥§81§l§tion: membership. The Conference discussed

PPovisilrability of seeking legislative amendment of the
Ols of the Federal Reserve Act and the National Bank




2
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ﬁgt 80 as to make eligible for membership a large number
shj_banks that are at present ineligible for such member-
notp because (a) they have out-of-town branches and do
have the capital which is required for a national
csz which establishes out-of-town branches; and (b) their
opt‘bal is less than the amount required to entitle them
atedecome national banks in the places where they are situ-
* The Conference submits this subject to the Board of
%Vernors for preliminary discussion of the broader aspects

and implications of the problem.

they ¥r. McKee inquired whether any of the Presidents felt that

¥ Shoulq be any limitation in the law on membership of insured
{ °dn the Federal Reserve System. The Presidents expressed the
Pinion that sycn conditions should be removed and that if the banks

W’ere
e s
Mt leq to deposit insurance they should be eligible for member-

Shy,
p
i the System. Members of the Board indicated agreement with

th&t View

e ¥, Sprour raised the question as to what could be done to
Moye t

£ he Conditions at the present time, and Chairman Eccles replied

*Cduse of many other emergency matters now pending before the

€ ang Currency Comnittees of Congress he did not think there was
Mg ::ssibility of legislation on this subject. He said that this was
b 4 ¥ Mumber of desirable amendments to the law that would have to

en
sy UP at a later time when the Congress was in position to con—

T
Such matters,

ork 7. Legislation: information. In carrying on its

be o effec’fﬂlvely, the Conference believes that it would
Temely helpful if its members could be kept posted
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N legislative developments affecting the System, par-
Zagglarly with respect to the present status of reorgani-
Spe on of Federal agencies, and the status of the Wagner-
“Pence and the Holding Companies Bills.

Chairman Eccles said that, so far as the Board knew, nothing
Wag be;
*0g done at the present time looking toward the reorganization
°f the
Federal banking agencies unless it were being done by the

Cay
°f the Budget, that that office had had a group working on

th
& Problen of re
R

organization for a long time, and that after the

*Ogan;

N *2ation Act was passed the Bureau wrote a letter to all de-
artments a,nd i
top

ot

gencies subject to the Act requesting their recommenda-
Sa
® 10 the changes that should be made, but that the Board had

Pes
Pondeq to that request for the reason that it did not want to

Sbayy

r
th ®Commendations to be criticized by other agencies. He made
® fup

t

ot hey Comment that he had discussed the matter with Secretary
he
r .

th ®asury Vinson who said that he had not had time to consider

¢ g
ttel‘. Ch oy
airman Eccles added that he had expressed the opinion

to
thur‘ Vinson

3
Bugget, Bup

Q‘ls
8 the maty,
8y er, and that Secretary Vinson stated that he would not

that neither the Board nor the Treasury should reply to

€au request until there had been an opportunity to dis-

Ekce: ::Z:hing without first taking it up with the Board. Chairman
S’”ith’ - On to say that he had also discussed the matter with Mr.
th%’ While°t°r of the Bureau of the Budget, and had stated to him
“Wm’ . € the Board had not replied to the request for recommenda-
s hoped that nothing would be done to reorganize the bank-

e
Nej :
®S until he had had an opportunity to discuss the whole

SER
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Tatter With Mr. Smith. Chairmen Eccles also said that the Board
fawu@d & reorganization for reasons which he outlined, that a con-
:Olidation of the banking agencies would be in the interest of the
“king System for reasons which he also stated, and that some work
b‘ibeen done on a reorganization plan so that the Board would not
eUnprepared to make a recommendation at the proper time, but that

n()thin
: € had been done on the matter recently. Chairman Eccles then
0

ad ¢
be Tequest received by the Board from the Budget Bureau dated

ST 26, 1945, which was followed by a discussion of the extent

t
0 Which the Fe

R deral Deposit Insurance Corporation was subject to the
e

0
rganization Act‘

Chairman Eccles stated that the Wagner-Spence Bill was still

g
fore the Bankin

wy g and Currency Committees and as long as the com-

tees
Were Occupied as they were at the present time with emergency

e
Holatop such as th sion of OPA he British Loan th
Wa ] e extension o PA and the Britis oan there

)
g possibility of the Wagner-Spence Bill being considered. He
|

tha
& Congressman Spence had indicated to him recently that he
g the by but did not see how it could be brought up for con-
lon in the immediate future.

With respect to the holding company bill, Chairman Eccles

a&id th&t

& simplified draft of bill hzd been prepared and discussed

membe
: TS of the staff of the Board, the Treasury including the Comp-
ep

the Depa

ty

)
£ the Currency, the Federal Deposit Insurance Corporation, and

Ttment of Justice, that the staff representatives had practically
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accepted the draft prepared by members of the Board's staff with the
ﬂmeption of two or three points, and that it was agreed at the last
Hmaﬁng of the staff representatives that they should agree on a pro-
ralnafter which the Attorney General, Secretary Vinson, and Chairman
bmﬂﬁs Would meet for the purpose of ascertaining if the Treasury would
sewilling to agree to the progrém. Secretary Vinson, Chairman Eccles
a:hh Would be completely occupied for some time with the British Loan
: ! the feeting at Savannah in connection with the Bretton Woods or-
?ﬁzations, and, while he had stated that he was anxious to get a
me::On °n the matter, he had not been able to set a time for the
8 Chairman Eccles also reviewed the informal discussions which

the
Aty
°Tey General, the Comptroller of the Currency, and he had had

re
e Presentatives of & number of independent banks who had come to
8 s
hlngton to find o

oF by

11

" * nd stated that, although the Treasury might be willing to
PPoxt,

g

ut what the situation was with respect to the draft

the bi11, there was a real question whether the bill would be
He thought that in any event it would not be passed until the

Ses
oy Slon of Congress and that it could not be enacted without the
Por
b ot the Treasury.

d”& In Tesponse to an inquiry from Mr. Sproul whether the Presi-
L.

ey ®Wld do anything in connection with the holding company bill or

Toh

e lem of the reorganization of the banking agencies, Chairman

ess
0 4y tated that, when the bill was agreed to here copies might be sent

o
Sderay Reserve Banks with full information with respect to it
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t
they coulq support it in their respective districts.

Ongér Revised edition of the Federal Reserve Act. The
€nce of Presidents recommends to the Board of Governors
revissteps.ST.lould be taken to issue as soon as possible a
Rey egi _edltlon of the Federal Reserve Act, inasmuch as no
Browip tion has been issued since October 1935. There is a
to e € need for another revision because numerous additions

d Changes in the Act have been made since the last edition.

t Chairman Eccles said that the Board had already authorized
8
Prin

the
important banki s s

COng, enking legislation enacted in the present session of
ESS’

'Glng of a revised edition of the Act which would include all of

of In connection with an inquiry as to the number of copies
he Tovs .
- *Vision that the Federal Reserve Banks might desire, it was
d that the Board would address a letter to the Presidents ask-

rOr
a -
”ith dvice on this point and on such other matters in connection
the .
printmg of the new edition as might be necessary.

Pepg Bank ang public relations. In connection with the
d°ing Containing summaries of what the Reserve Banks are
Sidepats Promot ing their bank and public relations, con-
pr°graml°n,was given to the advisability of developing a
ectiVelWthh would include a motion picture portraying ob-
(a) Fe Y the Federal Reserve System in action by showing:
det on €ral Reserve Bank operations; and (b) the System in
The onalm'lg broader lines, including Open Market operations.
8rapy frence believes that the development of such a pro-
to oo €0t be desirable for the Board and the Reserve Banks
Dresent der on a cooperative basis in order to make the
fecti &ion of the System in action to the public as ef-
® as possible.

usaio Se to a question by Mr. Ransom, there was a dis-
n

%o Methods that might be used in a motion picture to tell a

of th
® Policy functions of the System, and Mr. Sproul stated that

” a

el

..Fc?ll

oy
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b
s
the thought of the Presidents that the Federal Reserve Bank
%Perat s
‘ons anq policy functicns should not be undertaken in the same

Ctur e
th but that, there should be a separate picture for each, and that
&

Sepys
o TVices of an expert in the field should be engaged in order to

"0 the best results.

t Chairmﬂn Eccles said that the idea appealed to the Board and
at

a
Tepresent,

towbrk With
det&ils

hag
- COomms
Wy "ittee on bank and public relations and that the committee

ative or representatives of the Board would be glad
comnittee of the Presidents' Conference to prepare the

°f the plan. Mr. Sproul stated that the Presidents' Conference

e
thm Teady to consult with representatives of the Board at any

T

bEWi here Was agreement that consideration of the matter should
th o .

&%rq View to the submission of a report to the Presidents and the

a
t
e time of the next meeting of the Presidents' Conference in

0. s
tion 3'25§EQEE§_£§E§; The Conference considered the ques-
it 5 what the Reserve System can do in contributing
tratiOn oward economic stability through credit adminis-
thay & and monetary controls. It reiterated its belief
&Wernme Preferential discount rate of one-half per cent on
813 aint Securities maturing in one year or less should be
(hvelc ®d and that the System should immediately attempt to
fg Comprehensive, well-integrated post-war program
t'e\rj_ew held of money and credit. The Conference desires to
Yo the . € basic issues involved particularly as they relate
Position of the System in the developing situation.

are t

as; .
meFed SMch as this matter had been discussed at the meeting of

1
Open Market Committee this morning and would be considered
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T at the meeting of the Committee to be held tomorrow, there
"8 no g4
dlScussion of it at this meeting.

temll' The role of Reserve Banks in relation to the In-
7;;%@21 Bank and Fund. The Conference again reviewed

a5 i}i’OSSible functions that the Reserve Banks can perform
anq I;cal agents or otherwise for the International Bank
tion oternational Fund. It suggests that further considera-

docs. L this subject with the Board of Governors would be
Sirable,

w Yr, Sproul stated that what the Presidents had in mind was
ether the Board

g had any views as to how the Federal Reserve Banks

eht
(¢
FWith bhe- Tnternational Benk and the Fund or whether theve
8
oy .
£ i &dditlonal information that would be helpful to the Banks in
r
Stugy of the subject.
the itr, Morrill steted that this subject was being studied by

Vste
m staff group on foreign interests for the purpose of submitting

q
reDOrt !

by e su:haiman Eccles referred to the study being made currently
c%le;u ofcommittees of the Technical Committee of the National Advisory
ties . the Question of the marketing in this country of the securi-
® 1ssued by the International Bank.

that s In Tesponse to a question from Mr. Williams, it was stated
ne“ti p°SSib1]_1ty of stabilizing operations in this market in con-
th Securities of the International Bank was also being con-
&mup e on the agenda of the forthcoming meeting of the staff

iy foreign interests.




2
128/1 .-

Chairman Eccles stated that it was generally accepted that the
*leray Reserve Banks would be asked to serve as fiscal agents of the
*etton Woods organizations.

In answer to a question whether materisl being prepared by
:he Stafe Committees working under the direction of the National Advisory
e, ¢ould be sent to the Federal Reserve Banks , Chairman Eccles

Rateg that, p
by

py

one of the matters under consideration by the committees
q
7%t been considered by the Council, that the work being done was
Sling
4Ty ang tentative in character, and that to send it to the

Sdopy
g Reserve Banks at this time would serve no useful purpose.

reviz' Anglo-American loan agreement. The Conference

Pubys "ed the prevailing sentiments and attitudes of the

ey, ¢ toward the Anglo-American financial agreement. The

are °TS of the Conference are in favor of the agreement and

the to cooperate in every way possible to presenf:.

tionsubject to bankers, civic, business, and other organiza-

ﬂlores’ but they believe that their assistance would be much

Rat i ®ffective if they could be kept informed of tl3e general

of t;’;al Program for public education and of the time schedule
S Program and of proposed legislative action.

the o, Sproul stated that the Presidents felt that anything that
Y gy

district

Mg ® Might, pe largely wasted unless they knew what the general
g

do in undertaking to present this matter in their respective

"8 and how they could be most effective.

irman Eccles stated that representatives of the Government
that 1 :nd Were making a number of speeches in support of the loan,
fq thay *® expecteq that hearings on the bill would begin next week,
*he Board would send the Banks all of the available informatden
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that,

it Teceived with respect to the loan. It appeared, he said,
that
%he Dewspaper support for the lozn was increasing end that when

he
®arings started there would be a great deal of publicity given
to

h
© Proposeq legislation.

Ina Building facilities of Reserve Banks and branches.
thsmHCh as the situation with respect to vault space and
°r facilities at some Reserve Banks, particularly San
nclsCO, is becoming more acute the Conference suggests
GOVZ the sub ject again should be reviewed with the Board of
arlrnors to the end that some relief may be provided as

Y as possible.

i ¥r, Clerk stated that the Federsl Reserve Bank of San Fran-

S not going to be able to renew the leases on some of the
&Qli
t
1es which it had been renting for the use of its branches, in-

gy

%% § vauly, fac111t1es, that additional permanent vault facilities
Te

ceSSdrY if the Bank was to continue to carry on its present

Ivity
uh “es, Particularly those being conducted for the Treasury, and

aet

the
comy situation was one of emergency so far as his Bank was con-
eq

' o Chairman Eccles said that the general policy of the Board

&ated In its letter of September 14, 1945, still applied, but that
tho S Was faced with a situation such as stated by Mr. Clerk it
tﬁhe iubmit & plan to the Board for epproval and after that was ob-
. shoulq proceed to get the necessary permits and, if neces-

t
thm hority should be requested from Congress for the construc-

Unge
R%e T the Provisions of paragraph 9 of section 10 of the Federal
ct,

He did not think that it would be difficult to get a
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Permis, In such a situation and that if the matter were brought to

he Stention of Congress it might be helpful in bringing about the

ad%niOH of the legislation to remove the limitation on the cost of

*dera) Reserve Branch Bank buildings.

i In connection with a comment by Mr. Clerk that the entire
lhﬁng Program of the San Francisco Bank would involve an expendi-
* °f between $5 million and $10 million, Chairmen Eecles stated

that
t
he Bank should delay as much of that program as possible until

the
8it
Yation with respect to building materials and labor improved

e
0
G Wd undertake at this time to provide only the facilities for
ch t
here was an emergency need.

de 0§§. The interest rate on loans secured by time

A ts - Regulation Q. The Conference considered briefly
Yate Oar§'s letter of February 25, 1946, regarding the

o deOf }nterest a member bank may charge on loans made
Suggepgsuors upon the security of time deposits and the
tion 3 ion that a present rate of 2% fixed under Regula-
declin is excessive. While the Conference recognizes the
prGSen: in interest rates since the establishment of the
ang 4y Maximum rate on time deposits under Regulation Q
it i XS that in due time the regulation should be changed,
Tate 'nOt ?isposed to favor the suggested change in the
of lodt this time particularly since the number and amount

ans secured by time deposits have been small.

There yas no discussion of this subject.

15, Non-member bank loans on Government securities.
contigﬁference again considered the advisability of dis-
lepy bi§8 the privilege of securing advances on Govern-

ligations by non-member banks at the same rate as

0
m%bEr a-nk - .
situat 8. After reviewing the present and prospective

°f 1o On, the general consensus was that this privilege
O~mMember banks should be withdrawn.
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Chairman Eccles stated that the Board agreed with the Presi-
S on tnig matter and that the reasons for granting the privilege
toncn‘member banks in 1939 no longer applied. It was understood that
» Boarq would approve action by the Federal Reserve Banks to dis-
*nbinyg the rate of one per cent on advances to nonmember banks se-

Cureq by g4
direct obligations of the United States.

Enforc ement of Regulation W, Consumer Credit. This matter was

; the list of items which the Presidents desired to consider with
¢ B
%rd byt was presented by Mr. Ransom. He said that it was expected

that

t

¢ e Boarg would issue a call in the course of the next few days
op

onference in Washington on the enforcement of Regulation W,

mmm
& % ¥redit. snd thet the Board would Iike to have sach of the Fed-

Re
t, Serve Banks send the senior officer who had responsibility for
€ q

Ustration of Regulation W to attend the Conference. He also

8y,
M that the s
sy ystem would face in the future a much more difficult
Lt o in the past with respect to the enforcement of the regu-

On
oy, "0d that he felt that unleas the regulation could be enforced

ey it
should be discontinued. In this connection, Mr. Ransom
hefe

Dhn to the consent injunctions recently obtained in the Chicago
e

t :
Coy 38ainst the Motor City Credit Jewelry Company, Inc., and the
b °rs HCHne
8
DOss
h&ur le to get such an injunction in all cases of violations in the
e

Equipment Company, and stated that, while it might not

CqUe 1ot
L : Miring action by the Board and that litigation might result

> he thought that would be preferable to a failure to enforce
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He then reviewed the information obtained in the reports re-
cei\re
4 by the Board from the Federal Reserve Banks from which it ap-

Peare
d that the Banks were following widely different policies in the

“Wount,
of inVestigat:ing work that was being done to determine whether

the regula .
tion was being complied with. He stated that he had come

to th
e
fonclusion that it was necessary to have more uniformity in

the

Pr
t %8rans of the Federal Reserve Banks and that there would have
0 b

e s
Ome Standard below which no Federal Reserve Bank would fall.

t

Was

b his thought that at the forthcoming conference a program would
.

Work
; ®d out for effective enforcement of the regulation and he stated

e .
% ™uld like to have the cooperation of the Presidents in sup-
iy
b § the Program which he felt would be necessary if the Board was
Cont,
Inue o administer the regulation.

., Ransom concurred in the suggestion that most of the viola-
ti% b

¢ e had been discovered had not been willful and that the en-
N s:tlt Program in the past had been largely one of education. He
g *d that he felt that without an adequate program of investiga-
the re;::uld not be possible to know, in the future, to what extent
r%(!e tion was being observed willingly and to what extent en-
tic"larl Measures were required, and that this would be true par-
Yoy ¥ s goods came on to the market and there were increased in-

Veg .
to Vliolate the regulation.

Ur,
e"ten Peyton expressed the opinion that a program calling for
Siv

e
anEStigation of the business of registrants would be a source
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Ofnee‘ileSS irritation, that the System had the right to investigate
?W'Case where there was evidence of a violation, but that it would
b A unwige policy to go beyond that.
Ur. Ransom commented that it was necessary that the Board
'¢ some idea whether the regulation was being observed and that

that
X Sould not, be accomplished without a broader program of investiga-
lon,

% : Chairman Eccles inquired whether there was any feeling on
k %It of the Presidents that the responsibility for the adminis-
“::::n of Regulation W should be shifted to some other agency. He

that the regulation constituted an instrument of selective

t Control : 2
s> that when the supply of goods again became large and

Cre
t
< Was available at low rates instalment credit would reach a

5
hi
i gh total, and that it would be necessary to exercise control

tion

¢ He felt that the System should be concerned with that situa-
0

i
u:th 5

g 8% it should set up a program which would do an effective job,
that,

ot the whole matter should be considered from the standpoint
3

Such :
®redit in the interest of maintaining a sound credit situa-

1
th-range policy.

o There was a discussion of the problem of consumer credit
I‘os

t1w1 in the light of the whole economic situation and the infla-
Ay

Pressures that were being exerted as the result of the re-

of
War controls, and Chairman Eccles stated that these controls
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hmibeen removed prematurely, that the removal of instalment credit
estrictiOHS would only serve to make the situation worse, and that
heSystem should undertake to discharge its responsibility with
reﬁmct to Regulation W unless the Presidents felt that the responsi-
Wy showrg be shifted to some other agency.
" Mr, Sproul suggested that consumer credit controls should
eeontlnued that the responsibility belonged to the System as the
iney °harged with the administration of credit policies, but that
: Preblen o which Mr. Peyton lmd referred would largely disappear
the Tegulation were streamllned to eliminate everything except
strictions that were important from the standpoint of credit
ey,
Mr, Ransom stated that streamlining the regulation meent

funty,

Uh
I‘ew
88 no justification for further liberalization.

er
11beralization and that in the face of the present situation

4 Ur. Peyton felt that the program of enforcement should be
I‘ect

e
% d only toward those violations that were harmful to the ef-
Ct

e
4 Ue8s of the regulation, and Mr. Ransom stated that such viola-
ng

¢
ty °uld not, be discovered without an effective program of investiga-
On,

e, Peyton responded that he would favor investigations where

e :
W, Te evidences of important violations, but would disregard minor

Ao
1S the correction of which would only serve to irritate the

Y
g
istrant.




325
it 28/46 -22-
Mr. Ransom expressed the opinion that such a policy would not
Mlice in the months ahead when there would be much less willingness
® abige by the provisions of the regulation and that unless the Sys-
iy boog Steps to see that the regulation was being complied with and

&Ccep-b full responsibility for its administration he would favor

b transger of the responsibility to some other agency.

In a further discussion Mr. Peyton inquired if the Board were
e%esting that the Federal Reserve Banks undertake an extensive pro-
o ot anest'Lgation, and Mr. Ransom responded that the Board was not
lﬁngthat the Banks do anything at the moment but that when the
"l SFence o vhich he had referred was called he would like to have

the

: Seniop officer in charge of Regulation W at each of the Banks at-
end

the the Conference with the affirmative support of the President for
W Purpose of drawing up a workable program. He made it clear that
to Process of developing an enforcement program he did not want
- onize g large number of people because he realized that that
stlzm jecpardme the future of consumer credit regulation as an in-

b of credit policy.

Ir, Leedy reviewed the policy that had been followed at the

Sry
g ReSerVe Bank of Kansas City in connection with the investiga-
On
of
ot Possible violations of Regulation W and stated that he was

a
"'hat T® that, the program carried out by the Bank was not in line with

beh ® Deing done by other Federal Reserve Banks and that it would
_1 f
& w ir a procedure could be worked out under which periodic
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Tepor

'3 Wuld be sent to the Reserve Banks so that each would know
hat,

S Others were doing and what the Board expected in the way of

enf
orcement, program. It was agreed that this suggestion should

b
e c&l‘ried out.

Thereupon the meeting adjourned. )

: ‘ v v &
/ V\\ / Secretary.
Approvedﬁ
v/; ; /
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“Chairman.






