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

tem 7:a5 held in 'ashine-ton on Friday, October 11, 1946, at 10:35 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Ranson, Vice Chairman
Mr. Draper
Mr. Evans
Mr. Vardaman

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Ch,_1=-1En
Mr. Thomas, Director of the Division of

Research and Statistics
Mr. Vest, General Counsel
Mr. Leonard, Director of the Division of

Examinations
Mr. Nelson, Director of the Division of

Personnel Administration
Mr. Van Fossen, Assistant Director of the

Division of Bank Operations
Mr. Brom, Assistant Director of the

Division of Security Loans
Mr. Young, Assistant Director of the

Division oi Research and Statistics
Mr. Townsend, Assistant General Counsel
Mr. Solomon, Assistant Counsel
Mr. Cagle, Assistant Director of the

Division of Examinations

There were presented telegrams to Mr. Whittemore, President

°f the p
ederal Reserve  Bank of Boston, Mr. Trcibar, Secretary of the

Pecleral Reserve Bank of New York, Mr. Blair, Secretary of the Federal
Res e—e

B-nk of Cleveland, Mr. Leach, President of the Federal Reserve
kak of a

ichmond, sIr. Dillard, Vice President of the Federal Reserve

of 
Chicago, 14r. Stewart, Secretary of the Federal Reserve Bank

Powell, First Vice President of the Federal Reserve

BErlIK (3f Minflepolib 1;,r. Caldwell, Chairman of the Federal Reserve
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Bank of
Kansas City, Mr. Gilbert, President of the Federal Reserve

BaJnJ cf Dallas, and Mr. Mangels, Vice President of the Federal Re-

serve Bank of
San Francisco, stating that the Board approves the

establishment -Aithout change by the Federal Reserve Bank of Chicago

on 
October 7, by the Federal Reserve Bank of San Francisco on Octo-

ber 8, by the Federal Reserve Banks of New York, Cleveland, Richmond,

8t. Louis, Minneapolis, Kansas City, and Dallas on October 10, and
by the 

Federal Reserve Banks of Boston and Chicago today, of the

rates of discount and purchase in their existing schedule.

Approved unanimously.

Mr. Evans presented and the Secretary read a memorandum pre-
Pared 

bY Messrs. Thomas and Young under date of October 8, 1946, con-

%zing the survey of commercial, industrial, and agricultural loans,

which had been discussed previously by the Board and with the Presi-
de/ltsi Conference. The memorandum recommended that the Board author-

the commercial and industrial loan survey to be made as of November

18, 19463 and farm loan survey as of December 2, Ath sur-

\rC'78 (31' loans to farmers other than real estate loans as of a date in
each 

District which would cover the seasonal peak of production loans.

In the ensuing discussion, Mr. Evans referred to a memorandum

ctober 1, 1946, from Messrs. Thomas and Young summarizing the

8 received from the National Association of Supervisors of
8tate B,,,

the Association of Reserve City Bankers, the Secretary

clated 0
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of i griculture, the Secretary of Commerce, and the National Bureau

of Becnomic Research which indicated their approval of the proposal.

'Evnns stated that the matter had been discussed with the Comp—

tr°11er of the Currency, vtho stated that he would see to it that no

°bstacle was placed in the way of the

1441

"Ziere co

survey so far as national banks

raised again the question of timing and whether

the c'llrveY should be made until after the first of next yer because

Or the burden it would place on reportin banks during the busy year—

end months,

by Li

ncerned.

Mr. Vardaman

On tn -:,s point, Mr. Evans stated that for the reasons stated

essrs. Thomas and Young
felt the dates proposed
that 

could be selected.

There

beeziuse of the many
a 

stirvey rw,“-.Ie as of
Or 

from now as

zaght be better

hext 
spring.

.1131)1"o1le the Survey

wottld be made of the
Aea 

eiaticn to be sure

in their memorandum of October 8, it was

for the survey were as satisfactory as any

was also a discussion of Mr. Vardaman's liestion v.hether,

dislocations in the economy at the present time,

the dates proposed would have any value e year

a census of lons, and whether, for that reason,

to postiDone the survey for a year or at least

During the discussion he suggested that the Board

in principle with the understanding that inquiry

Federal

that

Reserve

the

Banks and the American Bankers

proposed timing was acceptable to them.
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Mr. Evans moved that the Board
approve the making of the survey
as proposed in the memorandum from
Messrs. Thomas and Young dated Oc-
tober 8, 1946, subject, however, to
obtaining a favorable consensus as
to the proposed timing of the sur-
vey from the Federal Reserve Banks,
the Association of Reserve City
Bankers, the American Bankers As-
sociation, the Federal Deposit In-
surance Corporat:on, and other in-
terested aguncies.

This motion was put by the Chair
and carried unanimously.

Mr. Draper presented and the Secretary read a memorandum

October 10, 1946, from. Messrs. Draper and Parry prepared in

acecIrdance with the action taken at the meeting of the Board on
October 8,

1946, and relating to possible amendments to Regulations
T, Ext

ehsion and Maintenance of Credit by Brokers, Dealers, and Mem-

bers of National Securities Exchanges, and U, Loans by Banks for the

111413(3se of Purchasing or Carrying Stocks Registered on a National

8sellrities Exchange, to permit the extension of credit in connection
/41th the 

Purchase of securities bought under certain "rights to sub-

The memorandum stated that the draft of amendments submitted
therewith 

would permit stockholders ex,:rcising "rights to subscribe"

which have been issued to them to obtain credit, either from brokers

Or fr°M banks, for the purpose of purchasing and carrying the new

eciirities to Ahich the rights relate -- but for that purpose only

.1.1c1 the amount of credit permissible would be 50 per cent of the
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cost of

rights,

tended

1443
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securities. The privilege would not extend to purchasers of

ES distinguished from original recipients, and the credit ex-

would be subject to the so-called "incidental squeeze". It also

discussedthe arguments for and against the amendments and stated that

the maximum amount of credit that might be involved was in the neigh-

uou of $250 million, and that if the Board favored the amendments

there should be consultation with the Federal Reserve Banks and the

Securities and Exchange Commission before the amendments were adopted.

Mr. Ransom asked why a loan value of 50% was proposed, and it

wIls stated that it was believed that such a margin would represent a

se-tisfactory one from a credit standpoint and was the same as the

inal‘gin now prescribed in the Regulations in connection with trans-

actions in specialists accounts.

In a general discussion of the reasons for and against the

fldxne it was the consensus that the economic arguments against
the
"ange were substantially outweighed by the practical reasons

Which-
4a1 e the change desirable, and that the effectiveness of the

Regula-Q.0n8 would not be materially affected by the comparatively

exPansion in credit that might result from the amendments.

Thereupon, Mr. Vardaman moved that
the drafts of the amendments to Regu-
lations T and U to accomplish the pur-
poses outlined above be submitted to
the Federal Reserve Banks and the Se-
curities and Exchange Commission, and
that the matter be considered by the
Board again in the light of the comments

and suggestions received from them.
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This motion motion was put by the Chair
and carried unanimously.

Chairman Eccles referred to the RFC blanket loan agreement

Pr°gram which had been discussed with the Federal Advisory Council

and at the last two meetings of the Board with the Presidents of the

Federal Reserve Banks, and said that he felt the Board should follow

4 these discussions by obtaining information as to the number of

agreements the RFC had made, the number of loans made under such

'greements, and the efforts being put forth by the RFC to induce

banks to take advantage of the blanket participation agreement.

ated that when that information was obtained he would like to

°u the Secretary of the Treasury of the further consideration of

till-s matter by the Presidents of the Reserve Banks and discuss with

the 
P°ssibility of steps to terminate the agreement by the RFC.

Re et

There was unanimous agreement
that the information suggested
by the Chairman should be obtained.

Referring to the topic of Federal Reserve Bank expenditures

for 1114cheons, entertainment, etc., which was discussed by the recent

ll'esictentS Conference at the Board's reciuest, Chairman Eccles ex-

Pressed the
Opinion that the Board, in keeping with the responsibilities

1).1aeed uPon it by Congress, should adopt a policy which would bring

ab°11t greater
uniformity among the several Reserve a nks in expenses

iiielThred for these purposes. He stated that although such expendi-
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that they

desirable

tize with

r°110wed in
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reviewed by the Federal Reserve Examiners to determine

were properly authorized and were reasonable, it seemed

for the Board to review the whole question at the present

a vie lri to adopting a more satisfactory procedure than that

the past.

Chairman Eccles' suggestion was
agreed to unanimously, and Messrs.
Smead and Leonard were requested to
study the problem of how the Board
could improve the present arrange—
ment and to make a recommendation
to the Board.

Mr. Ransom stated that since the meeting of the Board on
Oetobe,

1946, Counsel had discussed further the question raised
by

of America National Trust and Savings Association in asking
that i,

be permitted to participate in the forthcoming nomination

E.Id 
election of a Class A

SE'z 
Frallcisco,

raerldqion. Mr.

bY the Board

Transamerica

Class A and B

11c1 
elsevihere which -would

holding 
company affiliate

a 
lawsuit on the matter•

the 
letter from the nation

director of the Federal Reserve Bank of

and that Mr. Townsend would submit Counsel's recom,

Townsend reviewed the reasons for the position taken

the past that Bank of America, as an affiliate of

Corporation,

directors,

could not participate in elections of

and the information in the Board's files

serve to prove the continuation of the

status of the Corporation in the event of

He also said that the Board might regard

al bank as an application, under Section 4
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of the Rules of Procedure issued by the Board under the provisions

the Administrative Procedure Act, for permission to exercise a

Power 
or privilege, and might advise the bank through the Federal

Reserve Bank of San Francisco that the application was being con-

"red and would be handled pursuant to the provisions of that
section.

1446

The reasons for such a procedure
were discussed and Counsel was re-
,:,uested to prepare for consideration
by the Board a draft of a wire to the
Federal Reserve Bank of San Francisco
which would carry it into effect.

At Chairman Eccles re,luest, Mr. Vest reviewed briefly the

t\Irther discussion which he and the Chairman had on October 10 with

14r. Herzog, Chairman, and Mr. Van Arkel, General Counsel of the National

Labor Relations Board with respect to the question before the Labor
4ard of 

whether the National

the Federal Reserve Banks.
bility 

that the Labor Board would refuse

that 14r. He had not discussed the matter fully with the other

illeinbers of his Board, and that he had promised to give the Board of
Go e

rilare 24 hours notice of any action that the Labor Board decided
to t

•

Thereupon the
in

eXecutive session,
Vard an.

Labor Relations Act was applicable to

He stated that there

to pass

was still a possi-

on the question,

meeting recessed and reconvened at 3:00 p.m.

and Carpenter

with Messrs. Eccles, Ransom, Draper, Evans,

being present.
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There was presented a telegram received this morning from

?resident McLarin of the Federal Reserve Bank of Atlanta stating that

the board of directors of the Bank had appointed L. M. Clark First Vice

President of the Bank for the unexpired port ion of the five—year term

13-1111ing March 1, 1946, with salary at the rate of f1.5,0)0 per annum.

The appointment was to fill the vacancy created by the resignation of
First 

Vice President Bryan to accept an official position with the

Truet C°111Pany of Georgia, and it was understood that the appointment
Of

Mr. Clark, if approved by the Board of Governors, was to be effec—

tive on October 19, 1946.

In a discussion of the proposed appointment, Messrs. Eccles,

Ratisoz and Vardaman referred to their earlier discussions with Pres—

ident McLarin in which they had discussed the question whether Mr.

Clark could satisfactorily handle the position and had made it clear

that it should be understood that if he were appointed as First Vice

President the Board's action in approving the appointment would not

t111134 EdlY commitment to approve at a future date the selection of

14r* Clark as President of the Bank.

Chairman Eccles stated also that in his conversation with
Pr.,.

McLarin the latter stated that he and the board of directors

°f the Baflk felt that the appointment of Mr. Clark was the best thing

tO  the circumstances and that the board of directors realized
that 

there was a question whether Mr. Clark was qualified for the
id

s---tencY of the Bank.

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



10/11/46
-10-

At the conclusion of a discussion
of the proposed appointment in the
light of the above circumstances, it
i:as agreed unanimously to approve the
appointment and to advise President
McLarin by wire as follows:

"In resuonse to your wire of this date and with the
understanding that the Board of Directors of the Federal
_Reserve Bank of Atlanta has unanimously appointed, effec-
r:lve October 19, 1946, Mr. L. M. Clark as first vice pres-
ident of the Bank with salary at the rate of 15,000 per
a num for the unexpired portion of the five-year term be-
ginning March 1, 1946, the Board approves the appointment

that 
salary as stated but does so with the thought in mind

hat it must be clearly understood by your Board of Direc-tors and Mr. Clark that this action on the part of the
Board of Governors does not necessarily imply any commit-
ment to approve at a future date the selection of Mr. Clark
as President of the Bank."

Mr. Vardaman stated that the Personnel Committee had been

considering the present
ing 

contribution

eMPloyees or of floral
or 

staff 
members died.

4-ses in 
recent months

den on the 
employees,

g/'0111-)s, and that
that they 

should
PlOyees

t0 make

Ilegest that the Board ask

1448

practice in the Board's offices of solicit-

to the cost of going-away presents for resigning

tributes when members of the immediate family

He said that there had been a number of such

which it was felt had put a considerable bur-

particularly employees in the lower salary

some of the employees felt that it was expected

contribute, and that in order to protect the em-

me it entirely clear that they were under no obligation

contributjons of this kind the Personnel Committee desired to

the Secretary of the Board to advise the
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heads of the various divisions of the Board's staff that it should

be made knoval to the employees in their respective divisions that

hereafter no re.„uests for contributiyns for any ,ouruose 7.0old be

illade 4._Ln the Board's offices except with the approval of the Board.

In a discussion of this suggestion the opinion as expressed
that 

there an employee had had a long period of faithful service %ith

the Board and was resigning or being retired the presentation of a

gifL would be justified and aould be desirable in the interest of
eilamo„,
"Yee morale and good relations, and that there might be other

occasions

IncIfter

Federal

P.1Q1.1 31 .

on zhich contributens by the staff would be desirable.

It was agreed unanimously that
the Personnel Committee -;:ould con-
sider the matter and in -,ke a rec-
ommendation to the Board as to the
action to be taken.

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

referred to was then taken by the Board:

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

Reserve System held on October 10, 1946, Aere approved unani-

L:euornclun. dated October 7, 1946, from J.r. Sneed, Director

°f the Diviston of Bank Operabions, recommending the aprointment of
141'• 

Raymond C. Kolb as an analyst in that Division, with basic salary
at the rate of

c;3,397.20 per annum, effective as of the date upon

4iell he enters upon the performance of his duties after having 1DLssed
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the 
usual physical examination. The memorandum also stated that it

Wa8 contemplated that Mr. Kolb would become a member of the Federal

Reserve 
retirement system.

-12-

Approved unanimously.

Letter to Mr. Rounds, First Vice President of the Federal

Reserve Bank of New York, reading as follows:

"Reference is made to your letter of October 3,
1946/ With respect to the salary policy approved byYour 

directors and reLiuesting authority to grant a 10Per cent increase in the salary of employees, other
Officers, effective October 1, 1946.
"Effective October 1, 1946, the Board of Governors

af:Ithorizes the Federal Reserve Bank of Nev, York to ex-ceed 
maximum annual salaries under its personnel clas-

sification plan and that of its Buffalo Branch by 25Per 
cent, plus such additional amount as may be neces-s

irY to permit an increase in the salary of each em-
1°Yee, other than an officer, in an amount equal to13.0 
, Per cent of his annual salary on September 30, 1946,
Provided that any increase granted under this authori-
zation shall not cause the total annual salary of anye

111P1°Yee to exceed the rate of 0,800 per annum.

to 
"This authorization supersedes the authorization

exceed maximum salaries contained in the Board'sletter of December 13, 1945, and is granted as a tem-
'17arY measure for post war adjustments pending re-

of your personnel classification plan."

Reserve

Approved unanimously.

Letter to Mr. Rounds, First Vice President of the Federal

Bank of New York, reading as follows:

aala "The Board of Governors approves the payment of

°Zt
orrs to the following officers for the periodb r 1, 1946 through March 31, 1947, at the rates

rZ1 which are the rates fixed by your Board of Di-
--'ors in accordance with the general salary policy
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II
recently adopted with respect
ees receiving salaries of less
" indicated in your letter of

Name

William F. Abrahams

Curtis R. Bowman

Harry M. Boyd

James J. Carroll
Paul R. Fitch en
William A. Heinl
Peter P. Lang
Michael J. McLaughlin
Spencer S. Marsh, Jr.F
ranklin E. Peterson

Walter H. Rozell,

Ralph W. SchefferRoy E. Wendell

Harold M. Wessel

John J. Clarke

Halsey W. Snov,
George J. Doll
M. Monroe Myers

Reserve

Jr.

to officers and employ-
than a8,800 per annum,
October 3, 1946:

Title
HEAD OFFICE

Manager, Security Custody
Dept. ,8,250

Manager, Credit Dept.
and Discount Dept. 8,800

Manager, Savings Bond
Redemption Dept. 8,800

Manager, Planning Dept. 8,300
Manager, Cash Custody Dept. 7,700
Manager, Personnel Dept. 8,800
Manager, Foreign Dept. 8,250
Manager, Collection Dept. 8,250
Ylanager, Accounting Dept. 8,250
Manager, Bank Relations

Dept.
Acting Manager, Foreign
Dept. 7,590

Manager,  Check Dept. 8,800
Manager, Government Check
Dept. 8,250

Manager, Foreign Funds
Control Dept. 8,800

Assistant Counsel and
Assistant Secretary 8,800

Annual
Salary 

BUFFALO BRANCH
Cashier
Assistant Cashier
Assistant Cashier

8,800

8,800
7,920
6,600"

Approved unanimously.

Letter to Mr. Ruml, Federal Reserve Agent of the Federal

Bank of Nev York, reading as follows:

Dolthsi"In accordance with the request contained in Mr.
1„76'as' letter of October 8, 1946, the Board of Gov-
e—")rs approves, effective October 1, 1946, the payment
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"of salaries to the following members of the Federal
Reserve Agent's staff at the rates indicated, as part
of the salary adjustment program recently approved by
Your Board of Directors:

Name
Norman C. Cooper

Joseph H.P. Farnon

Edna K. Reynolds

Title
Alt. Asst. Federal
Reserve Agent

Alt. Asst. Federal
Reserve Agent

Alt. Asst. Federal
Reserve Agent

Annual
Salary

Z5,500

5,093

4,070

"In this connection, the Board of Governors also approves
the payment of salary to Mr. J. V. D. Stryker, Assistant
Federal Reserve Agent, at the rate of ,r7,260 per
effective October 1, 1946."

Approved unanimously.

Letter to Mr. Leach, President of the Federal

Of Richmond, reading as follows:

let
"In accordance with the request

ter 01 October 7, 1946, the Board approves the 

annum,

Reserve Reserve Bank

contained in your

r
e
intment of Hinton C. Binford as an examiner for the

4 deral Reserve Bank of Richmond. If the appointment
's not made effective November 1, as planned, please
advise us.fl

Approved unanimously.

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

-t,a, reading as follows:

1946

1, 3 requesting the Board's approval of a payment toRetirement System of 0,500 for the benefit of
ja!ge S. Vardeman, Jr., Managing Director of the
'"-Tiville Branch.

8stem
The Board approves the payment to the Retirement

being - as requested with the understanding that it is
the t made because of Mr. Vardeman's retirement from

on January 1, 1947."

"Reference is made to your letter of October 7,
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Approved unanimously.

Letter to the Honorable Maple T. Hari., Chairman of the

Federal Depos it Insurance Corporation, Washington, D. C., reading

as 
follows:

"In accordance with the request contained in your
letter of October 7, 1946, the Board of Governors ofthe Federal Reserve System hereby grants written consent,
Pursuant to the provisions of subsection (k)(2) of Section
-1-413 of the Federal Reserve Act, for examiners for the
Federal Deposit Insurance Corporation to make an examina-tion of the Citizens State Bank of Fair Play, Fair Play,
Missouri, in connection with its application for contin-
c'110e of insurance after withdrawal from the Federal

,,eserve System.
"There are no unfulfilled conditions nor incomplete

corrective programs with respect to the member bank in
°I.Inection with which the Board would suggest incorpora-
1011 of conditions for continuing its status as an in-
sured bank.

"On August 29, 1946, the Board granted the bank's
fe-iuest for waiver of the six months' notice usually
reuired for withdrawal from membership. It was advisedla.t that time that control of the bulk had been acquired
)7.
D

Mr. Charles H. Green and his associates, with head-
Lillarters in Kansas City, Missouri, who are reported toOWfl  

controlling interests in a number of banks in Missouri,
-84J1 that the bank did not wish to remain subject to the
t atutcrY requirements regarding affiliates applicable0 members of the System."

Approved unanimously.

Thereupon the meeting adjo

Secretary.

Chairman.
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