
tern was

cftYL

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

held in Washington on Wednesday, June 12, 1946, at 10:30 a.m.

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

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

Mr. Vardaman was absent on official business attending the

ahnual convention of the Minnesota Bankers Association and visiting

the Federal Reserve Banks of Chicago, St. Louis, and Minneapolis, and

the Detroit and Pittsburgh Branches.

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

Pederal Reserve System held on June 11, 1946, were approved unanimously.

The minutes of the meeting of the Board of Governors of the Fed-

Reserve System with the Presidents of the Federal Reserve Banks

held on June 11, 1946, were approved unanimously.

Memorandum dated June 7, 1946, from Mr. Betheal Director of the

044 
'sion of Administrative Services, recommending that Mr. Lee W. Langham,

1410 has been on military leave, be reinstated in his position as Senior

Q14Ird in that Division, at a basic salary of $2,232 per annum, effective

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

"ter having passed the usual physical examination.

Approved unanimously.

Memorandum dated June 10, 1946, from Mr. Bethea, Director of the

'-slon of Administrative Services, recommending that the appointment

or v.
'.1-ss Eleanor Mason, Assistant Supervisor of the Cafeteria in that
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sion, be made permanent, effective at the expiration of her present

temporary appointment on June 17, 1946, without change in her present

8alerY of $2,232 per annum.

Approved unanimously.

Memorandum dated June 6, 1946, from Mr. Thomas, Director of the

Division of Research and Statistics, recommending that Robert A. Rennie

be aPP0inted as an Economist in that Division, on a temporary indefinite

basis/ with salary at the rate of $3,970 per annum, effective as of the

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

Passed the usual physical examination. The memorandum also stated that

Rennie would become a member of the Federal Reserve retirement system.

Approved unanimously.

Memorandum dated June 7, 1946, from Mr. Thomas, Director of the

1)1vision of Research and Statistics, recommending, for the reasons stated

thel'sin, that the leave of absence of Mr. Lloyd Metzler, an Economist in

that Division, which would expire on June 8, 1946, be extended for a period

to terminate not later than July 14, 1946, with the understanding that if he

/161's able to get back to the United States within a shorter period he would

l'ePort for duty immediately and his leave would be terminated at that time.

Approved unanimously.

Memorandum dated June 10, 1946, from Mr. Smead, Administrator of

the Office of War Loans, submitting the resignation of Mrs. Catherine H.

?ields, Secretary in that office, and recommending that the resignation

be accepted, effective at the close of business June 30, 1946, the date

°11 which her leave without pay expires.

The resignation was ac-
cepted as recommended.
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Memorandum dated June 10, 1946, from Mr. Paulger, Director of

the Division of Examinations, recommending that, for the reasons stated

there ."
4n the leave of absence with full pay on account of illness of

lietsbert H. Hagler, Assistant Federal Reserve Examiner in that Division

be "tended until September 13, 1946, a period of three months from the

eX.Piration of his present leave of absence. The recommendation was

Illade with the understanding that the leave would not be charged to

lealre accruing after Mr. Haglerts return to duty.

Approved unanimously.

Letter to Mr. Uiltse, Vice President of the Federal Reserve Bank

Rew York, reading as follows:

"In accordance with the request contained in your letter
of June 6, 1946, the Board approves the appointments of

Angus A. MacInnes, Jr.
Frederick J. Scholz
George C. Smith

as examiners for the Federal Reserve Bank of New York, the
aPpointments of

Charles B. Fischer
Frederick L. Frey

assistant examiners, and the designation of

Horace W. Molyneux, Jr.
Benjamin Stackhouse

a8 special assistant examiners.
"It is noted that Messrs. MacInnes, Smith, Fischer, and

reY have recently returned from military service. Please ad—
se us of the dates upon which the appointments of the exam—

iners and the assistant examiners become effective."

Approved unanimously.
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Letter to Mr. Young, President of the Federal Reserve Bank of

Chi
cago, reading as follows:

"In accordance with the request contained in Mr.
plercks' letter of June 61 1946, the Board approves the
designation of the following employees as special assistant
eraminers for the Federal Reserve Bank of Chicago:

Joseph Ackerman
Hal D. Bargelt
Gregor 0. Bronell
Frank Brown
Frank Cade
Charles Cosyns
John Haenle
Orville Hansa
R0,7 C. Hansen
Erwin J. Holmstrom
Henry Holtfodt

Ot Daia

Olaf Jensen
Leonard Johnson
Joseph H. Kehres
Carter Kensgaard
Albin Kihl
Arthur Langlois
Arthur Matson
L. P. McGinnis
Martin F. Meyer
Anthony Nowakowsky
Joseph Page

Edward Pauly
Daniel Pedersen
Harry I. Petersen
Menard Pfaff
Walter F. Pruter
Joseph Pursian
Howard Singleton
Gregory J. Smith
Walter Smith
  Wallace

Edward P. Williams"

Approved unanimously.

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

as, reading as follows:

, "In accordance with the request contained in your letter
2i °tine 5, 1946, the Board approves the appointment of Harry
'eorge Hamilton as an assistant examiner for the Federal Re—
eerVe Bank of Dallas. It will be appreciated if you will ad-
71Se us as to the date upon which the appointment becomese
ffective."

Bank

Approved unanimously.

Letter to organizers of "DeKalb State Bank", Doraville, Georgia,

q.atinD.
that, subject to conditions of membership numbered 1 to 3 con-

4_-1-ri the Board's Regulation H, and the following special condition,

RA-serv_
e System and for the appropriate amount of stock in the Federal

t41140
ard approves the Bank's application for membership in the Federal
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Reserve Bank of Atlanta:

"4. At the time of admission to membership, such bank
shall have a paid-up and unimpaired capital stock of
not less than '50,000 and other capital funds of not
less than $15,000."

letter also contained the following special comment:

"tith particular reference to condition of membership
numbered 2, it is the Board's understanding that the propo-
nents have agreed that the bank's capital funds will be increased
to not less than $100,000 within six months after the bank's
total deposit liability reaches $1,600,000, and the applica-
tIon is approved with this understanding.

"Since the application for membership was made on be-
half of the DeKalb State Bank prior to the issuance of its
Charter, it is requested that, in connection with the ac-
ceptance of the conditions of membership prescribed by the
B°ard, the board of directors of the State bank ratify,
after the charter is actually issued, the action which has
been taken in its behalf in making application for member-
?11113 in the Federal Reserve System, including the understand-
Ing with respect to increase in capital funds."

The

887

Approved unanimously, together with the
following letter to Mr. McLarin, President of
the Federal Reserve Bank of Atlanta:

"The Board of Governors of the Federal Reserve System
?Proves the application made on behalf of the DeKalb State
ank,'Doraville, Georgia, for membership in the Federal Re-
serve System, effective if and when the bank is authorized
'0 commence business by the appropriate State authorities,
subject to the conditions prescribed in the enclosed letter
which you are requested to forward to the Board of Directors
cif the institution. Two copies of such letter are also en-
closed, one of which is for your files and the other of
which you are requested to forward to the Superintendent
of Banks for the State of Georgia for his information.

"Before issuing stock in the Federal Reserve Bank of
Atlanta to the new State institution, you are requested to

s4t1sfy yourself that its capital stock of $50,000 has been

1;a1d in, that a charter has been issued, and not less than
915,000 of other capital funds provided as set forth in the
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"Plan submitted. At such time your Counsel should review
all steps taken in the organization of the bank and certi—

fied copies of all organization papers, including amendments

thereto, should be forwarded to the Board, together with a

copy of Counsel's opinion. It is requested, also, that the

Board be furnished with a copy of the resolution of the

board of directors of the State bank adopted after the

charter is issued ratifying the action taken in its behalf

in making application for membership in the Federal Reserve

System."

Letter to the board of directors of "Woodruff State Bank",

Wood,e---f, Wisconsin, stating that, subject to conditions of member—

B14.1) numbered 1 to 3 contained in the Board's Regulation HI and the

t°11°1ring special condition, the Board approves the bank's applica —

tic° for membership in the Federal Reserve System and for the appro

Plrbiate amount of stock in the Federal Reserve Bank of Minneapolis:

"4. At the time of admission to membership, such bank

shall have a paid—up and unimpaired capital of not

less than $25,000."

Approved unanimously for transmission

through the Federal Reserve Bank of Minneapolis.

Telegram to Mr. Volberg, Vice President of the Federal Reserve

krac
Of San Francisco, reading as follows:

"Relet June 5. In view your recommendation Board

4PProves establishment and operation of a branch in Oak—

dale, California, by American Trust Company, San Francisco,
California, with understanding that Counsel for the Reserve
Bank yrill review and satisfy himself as to legality of all
steps taken to establish the branch."

Approved unanimously.

Telegram to Mr. Shepard, Federal Reserve Agent at the Federal

rre Bank of Minneapolis, stating that, subject to the condition

forth in the telegram, the Board of Governors of the Federal 
Reserve
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6141teill authorizes the issuance of a general voting permit, under the

Pr°visions of Section 5144 of the Revised Statutes of the United

States, to "Northwest Bancorporation", Minneapolis, Minnesota, en-

tlialng such organization to vote the stock which it owns or controls

or "Second Northwestern National Bank of Minneapolis", Minneapolis,

esotal at all meetings of shareholders of such bank, and that

the
Period within which a permit may be issued pursuant to the

allthorization contained in the telegram was limited to thirty days

*°131 the date of the telegram unless an extension of time was

gl*411ted by the Board. The condition contained in the telegram upon

1/11.1ch the permit was authorized was as follows:

no.
That, prior to issuance of general voting permit
authorized herein, applicant shall execute and de-
liver to you in duplicate an agreement in same form
as that which applicant executed on April 5, 1945,
as a condition to issuance of permit dated April 18,
1945."

Approved unanimously.

Telegram to the Presidents of all the Federal Reserve Banks,
rettri

"-krig as follows:

"Since many banks in First and Second Districts will
1,:elnain closed on Saturdays during summer months, Presidents'
'onference approved suggestion that weekly reserve computation
period of member banks in central reserve and reserve cities
end on Thursdays instead of Fridays as at present. It is our
1,!nderstanding that in accordance with action of Presidents'
':°11ference your Bank, pursuant to Section 3(a) of Regulation D2
18 fixing Thursday as the end of the weekly reserve computation

teriod for such banks in your District. Desirable that change
e Put into effect simultaneously in all districts. Please advise
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"if it would be agreeable to your Bank to make change effec-
tive with reserve computation period beginning June 22 and
ending June 27."

Approved unanimously.

Letter to Mr. Wallace, Counsel for the Federal Reserve Bank

otD4
'LJ-chmond, reading as follows:

"This refers to your letter of May 29, 1946, inquiring
as to the application of section 22(g) to the Federal Re-
serve Act and the Board's Regulation 0 to a proposed loan
bY a State member bank in North Carolina to a trustee who
is also trust officer of the member bank.

"It is understood from your letter that the trust in-
strument creates an irrevocable trust and, among other
things, authorizes the trustee to borrow money and to
Pledge as security therefor the assets of the trust es-
tate. You state that the contemplated loan will be evi-
denced by a note signed by the trustee in his capacity as
trustee and will be secured by a mortgage executed by him
in his capacity as trustee conveying real estate comprising
an asset of the trust estate. You also state that the
trUstee has no equitable or beneficial interest in the
trust; that under the law of North Carolina he will not
be personally liable for the money so borrowed; that the
creditor must look to the assets of the trust for the
collection of the debt; and in the case of the death or
1:?nation of the trustee, any liability would fall upon
?is successor trustee and not upon his own estate. Although
t!' is not stated in your letter, it is assumed that the in-
u-lvidual is not acting as trustee by virtue of his position
as trust officer of the bank.

"On the basis of the facts stated above, the Board sees
r,10 reason to differ from your opinion that the contemplated

would not be prohibited by section 22(g) of the Federal
iteserve Act."

Approved unanimously.

Letter to Mr. Woolley, Vice President and Cashier of the Federal

4ve Bank of Kansas City, reading as follows:
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"This refers to your letter of May 28, 1946, with re-
spect to the question whether a national bank may pay a
.1111e certificate of deposit before its maturity in a case
ln Which the depositor, a veteran, requires the money for
the purpose of making a down payment or full payment on a
residence where the purchase of a residence is necessary
In order for him to find a place to live.

As you know, section 4(d) of the Board's Regulation Q
Permits the payment of a time deposit before maturity in
an emergency where necessary to prevent great hardship to
a depositor, provided the depositor signs an application
to be approved by an officer of the bank and retained in the
bank's files. Accordingly, if the circumstances of the
Present case are such as to constitute a hardship to the
depositor, the Board would interpose no objection to the
Payment of a time deposit before maturity in such case in
accordance with the requirements of the Regulation."

Approved unanimously.

Letter to Mr. Blair, Secretary of the Federal Reserve Bank of

elelreland, reading as follows:

"This is in reply to your letter of April 19, 1946,
with which you enclosed a letter from Mr. V. H. Karlinger,
counsel for the Morris Plan Bank of Cleveland, relative to
.Rtegulation W. Mr. Karlinger asks about the application of

regulation in cases where a loan is being made to finance
'le purchase of a residential building and certain household
equipment as a unit.

"In many cases the loan will exceed $1,500 and conse-
?lentil, under the provisions of section 2(h) and 2(1), the
°an will be exempt front the regulation, whatever the status
of the equipment.

"In case the loan is S1,500 or less, the whole loan will
be exempt under clause (1) of section 8(a) if the equipment
iS a Part of the structure, i.e., is built into the structure

such a way that it can not be removed without substantial
l̀amage to the structure. Consistent with Federal Housing Ad-

4!inistration practice, the Board will also consider the loan
'Pbe exempt under clause (1) of section 8(a) if the equipment
(1) permanently installed equipment, as may be the case

Yifith such items as kitchen cabinets, dish-washers, ventilating
and venetian blinds, (2) a range which is free standing
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"with a rigid connection, or (3) a refrigerator which is free
standing with a plug-in connection, provided in any such case
that the loan is secured by a mortgage or similar instrument
specifically referring to the equipment and containing an

agreement between the mortgagor and mortgagee that the

equipment will be considered to be real estate for the pur-
poses of the mortgage.

"In other cases, the portion of the loan for purchasing
the appliances would be subject to RegulationW and section

12(b) relating to 'Extension of Credit for Mixed Purposes'
would be applicable.
, "You have also asked about the application of section

80) to cases of such unit purchases. If the loan properly
qt.lalifies and is actually guaranteed or insured by the Ad-
ranistrator of Veterans' Affairs, the entire loan would be
eempt. We consider that the question of what appliances
oan be included in such a loan is a matter for the lender
to take up with the Veterans' Administration."

Approved unanimously.

Letter to Mr. Volberg, Vice President of the Federal Reserve Bank

t San Francisco, reading as follows:

"This refers to your letter of April 6, 1946, concern-

Certain securities transactions by Marine National Corn-
Pant, a subsidiary of Marine Bancorporation, Seattle, Wash-
ington, which were described in the report of examination
of the latter as of December 31, 1945.

"The report of examination indicates that the Marine
National Company engaged in the securities business to a

-Xflited extent during the years 1943 to 1945 through the

Purchase and sale of 20,613 shares of Marine Bancorporation
stock. It appears that, with the exception of these trans-

actions, Marine National Company has engaged in activities
Other than the securities business since 1933, although it

Was formed for the purpose of conducting a securities busi-

ness and did so prior to that date.
n_ "You request a ruling by the Board as to whether Marine

zLoncorporation has violated its agreement, pursuant to sec-5144(e) of the Revised Statutes, to divorce organiza-

'1on8 'formed for the purpose of, or engaged principally in,'
icInducting a securities business. The recent dealings in
4mrine Bancorporation stock do not appear to have caused Marine
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"National Company to be engaged principally in the securities
business. Therefore, the question presented is whether a vio-
lation results from the fact that the company was formed for
the purpose of conducting such a business. In this connec-
tion your counsel states that there has been no violation if
he Pertinent language can be construed as though it read

'formed for the purpose of, and engaged principally in,' con-
ducting a securities business. However, he expresses no
defte conclusions as to whether this is the proper con-

and it may be noted that such a construction
might well defeat the purposes of the law in the case of
a company which was not formed to conduct a securities busi-
ness but subsequently became engaged in that business.

"Construed literally., section 5144(e) would appear to
r'equire a holding company affiliate to divorce any organi-
zation which was formed to conduct a securities business,
regardless of its subsequent abandonment of that business.
However, the Board has dealt with cases of this nature on
4 Practical basis without finding it necessary to rule on
the legal questions involved. In view of the Board's dis-
cretion with respect to the revocation of voting permits
and the fact that, regardless of the correct construction
?f section 5144(e), there clearly has been compliance with
1-ts spirit and purposes, the Board has not required holding
coMPany affiliates to terminate their relationships with

2(4408nie8 which were organized to engage in the securities
uus hilness but which have completely abandoned that business
and engaged in no such transactions since the holding com,-
PanY affiliates applied for voting permits. In one such

.!asc, in connection with the issuance of a supplemental

.2ting permit, the Board required a resolution of the board

directors of the holding company stating that the subsid-

1,arles in question were not then engaged in the securities

ullelness within the meaning of section 514),(e) and directing
that they should not be permitted to engage in that businessin the future.

"The situation in the present case is not now one of
!kV major concern and it is believed that an effort should
ve made to deal with it likewise on a practical basis with-
out resolving the legal questions involved. If an under-

te'dirig can be reached with Marine Bancorporation, supported
17 a resolution of its board of directors, to the effect that
„11:rine National Company shall, not be permitted to engage in
re securities business within the meaning of section 5144(e)
tn the future, no other action appears necessary. Accordingly,
before the Board gives further consideration to your inquiry,

it is suggested that you explore the possibilities of such a
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"disposition of the matter, pointing out to Marine Bancorpora-
ta:on the question which arises as to the propriety of the con-
tanued relationship between it and Marine National Company
under a literal interpretation of section 5144(e).

"Advice as to further developments will be appreciated."

the

894

Approved unanimously.

Memorandum dated June 7, 1946, from Mr. Evans, recommending, for

reasons stated therein, that, a new edition of the booklet, "The

Fed,.
'ral Reserve System -- Its Purposes and Functions", be prepared

alld that the task be put in Mr. Hammond's hands in view of his part

in •
wrttlng the present version, and that when the new text has been

PrePared, it be published in such number and according to such plan

°fclistribution as shall be approved by the Board at that time. The

Ilieril°ranclum also stated that Messrs. Thurston, Thomas, and Carpenter

(3111cur in these recommendations.

Approved unanimously.

Memorandum dated June 10, 1946, from Mr. Paulger, Director

th Th•e -Ivision of Examinations, recommending, for the reasons stated

the
that the expense voucher from the Jacksonville Branch of

the p
ederal Reserve Bank of Atlanta, attached to the memorandum amount-

?lad-
vral Reserve Examiners Lang, Lassen, Cooke, and Garber, be approved.

°65.95 covering claim for reimbursement for expenses of J. E.

NITIn
--8, branch auditor, for automobile transportation furnished to

Approved unanimously.
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Thereupon the meeting adjourned.

.1104411- 1.40
Secretars
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