Minutes of actions taken by the Board of Governors of the

Pe
deral Reser\Ve S}’St

em on Fridzy, November 22, 1946. =
PRESENT: Mr. Eccles, Chairmen .

r. Draper

Vv Fivr-ne
Ml Lvans

NMr. Carpenter, Secretary
Mre. Shermen, Assistant Secretary
Mr. Morrill, Special Adviser

Mr. Thurston, Assistant to the Chairman

As stateq in the minutes of October 30, 1946, Kr. Vardaman
S abs
et on official business.

Te . y <
Legrams to Mr. Whittemore, President of the Federal Reserve

™ ¥
OI‘k; I\AI‘. \5'1CC e Q s N F § Y P = k
mﬁl #clreedy, Secretary of the Federal Reserve Bank of
ade] b
of Phia; 1y Dillard, Vice President of the Federcl Reserve Bank b

s 3 .
5 ur, Stewart, Secretary of the Federal Reserve Bank of ,

~
(]
03
'_J
-
-
o]

¢ell, Chairmen of the Federal Reserve Bank of

lt H LY
Y3 and lip. Volberg, Vice President of the Federal Reserve

an - . A : ot
FP&HClsco, stating that the Board approves the establish- t

out, o,
change by the Federzl Reserve Benk of San Francisco on

i 19

deral

> the Federal Reserve Bank of St. Louis on November 20,
Reserye Banks of New York, Philadelphia, Kansas City,
ranes

€Llsco on November 21, and the Federal Reserve Bisnks of

dC\.
flcago today, of the rates of discount and purchzse in

Approved unznimously.
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Yemorandum dated November 21, 1946, from Mr. Smead, Director
of th
€ 1vi o . N v bl
Division of Bank Operations, recomnending that the following
Ine
®ases 1 g W
®8 in the basic ennual sslaries of employees in that Division

be
&p
DI‘QVed, effective December 1, 1946:

Nam Salary Increase
Johy g =, Title From To
“&rgar;td}frley Statistical Analyst $4,275.00  $4,400.40
“U€hlhaus  Secretary to Mr.
Sangy 1 i Ven Fossen 3,271.80  3,397.20
§°rothy',,. rott, Secretary to Mr. Horbett  3,144.40 3,271.80
L Clerk-Stenographer 2.770.20  2,8L5.44
Ary * Griset  Clerk-Stenographer 2,694.96  2,770.20
Dorgq ' Chadik Clerk 2,619.72 2,694.96
i‘?mes 'g‘.al‘l‘ison Clerk 2,619.72 2,694,.956 :
Wiy p o0ten Accounting Clerk 2,394.00  2,694.96
* Wopat, Clerk 2,394.00  2,469.24
Approved unenimously. !
i Letter to Mr., McCabe, Federal Reserve Agent of the Federal '
Serve Bank :

of Philadelphia, reading as follows:

Hilkenln accordance with the request contained in Mr.
OVerng S letter of I"Jovembl‘-‘;r‘ 29, 1914(3, the Bo;ard of
paymentlu approves, effective November 1, 1946, the
Federn of salaries to the following members of the
L lieserve Agent's Staff at the rates indicated:

Elwolid\am? Titlf.a Annuel Salary
« Braker Alt. éssn__rs’tjant . .
‘M&rgaret R. Newconb Alg: ;\;sics;n;t 'Hf,:}).ﬁ)
' Frank Rehfuss Lli: ?;siiir;t GrgeRe
Richard G. Wilgus Asioz'nig;ntp. Agent 2;3229)%" i

Approved unanimously.
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Letter to Mr. Berge, Secretary and Assistant Counsel of the
ral Reserve Bank of Boston, reading as follows: 4

csp This vefers to your letter of November 8, 1946,

2}“{1 further reference to the question whether section 32
'® Banking Act of 1933 is applicable to Messrs. Ayer,

canett, ong Rice, who are serving as directors of the

T8t National Bank of Boston and as directors of Capital

anagerS, Inec,

Capit, our letter and its enclosures indicatefl the:‘t.Gener‘al

Capitd ) Orporation, an investment company, w1tk.1 ’v'\l:llCh

loc S Manegers, Inc. has a contract end certain 1§ter—

Drepzng Personnel (not including the abovegwmed), is

i marlng to offer a lerge number of i’?:, shares §nd that

deSpr f?I‘ that reason become engaged in 1.:ne buxsnfness

1nﬁc}beﬂ in section 32. However, there is nothing to

tig s”‘?‘e that the relationship between the two corpora-

kA 18 any different from what it wes a year ago, and

fnce tassumed from your letter and previous ccirr:espsmd-—

Ugpee, ot You do not feel that the facts would justify

entitgardlng the separate existence of the t-;w? corporate

Boardles. le1der the circwnstancies, the position of t}}? ;

unchanas stated in its letter of Jam%a?y 5y l%é, I'Oﬁ.lai.l’lo )

thig €ed. In other words, the Bozrd is not glsposed*gft )

shipg He to rojse objection to the interlockmg relation-

Shouldln Question, with the understanding that if there :

COrpopas s W changes in the relationship of the two

Congy “tons referred to or in their activities further :

fration of the matter will be necessary."

Approved unanimously. {

Le
tter to Mr. Sheehon, Chief Examiner of the Federzl Reserve

T Ne
W York, reading as follows:

19,6 Neference ig made to your letter of November 15,

& Tp;SSmeitting the application of The Continental Bank

ertanc ompany of New York for permission to create ac-

WMoy, ® liability on drafts or bills of exchange to an

Ong hunnOt €Xceeding at any one time in the aggregate ,
In r?d Per centum of its capital stock and surplus.

54 th View of your recommendation, the Bozrd of Governors

Bany, & ®deral Reserve System authorizes The Continental
&ceept Trust, Company of New York, New York, New York, to
S or bills of exchange to an amount (which

draft
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azgount shall include any drafts or bills of exchange
®Pted by other banks for its account) not exceeding

of i‘?s' wne time in the.a aggregate one hundred per centum

subjectpald_Up and gn%mp:;z.lred capital stoqk end surplus,

the to the provisions of the Federal Reserve Act and

fard's Regulation C issued pursuant thereto.
in th;: 1338? advise the member bank of the Board's action
Premises."

Approved unanimously.

Telegl‘am to Mr. Dawes, Vice President of the Federal Reserve

of Chs
hlcago, reading as follows:

cﬁrta'jThiS refers to your letter of October 23 regarding

underlg Questions presented by the Chicago Stock Exchange 1
~egulation T.

Wngey. he {'irst question is whether delivery and payment

T Section 4(f)(3) must be exzctly simultaneous (such

i eslght draft shipments), or whether it is sufficient

in g0 broker—dezler customer, 'as promptly as practicable
or o C‘:;d&nce with the ordinary usage of the trade', mzils

‘rwise delivers to the creditor a check in settle- §

instl_gl Fhe transaction, the check being accompanied by

The oftl‘ofis for transfer or delivery of the security.

Settli;m 1s of the opinion that the latter method of

o8 the transaction is permissible.

limitap?e Second question is, in effect, whether the

a cus§;1°“s of section 4(c)(8) apply to the account of 3

Swep ismer who is himself a broker or dealer. ’}‘he an-

&ccount'tha“& the provision applies to any 'special cash

> regardless of the type of customer.

Chage .¢ third question is, in effect, whether a pur-

4(f)(3§md a sale of en unissued security under section

Sach W3y be offset against each other, or whether

to ell'lst be settled separately by what would amount

&ng ittvery of the security to settle one transaction

is th > Te-delivery to settle the other. The answer
: 1t is permissible to offset the transactions

deliy... S#ch other without physical delivery and re-

of the security."

Approved unanimously.
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Letter to ur. L. E. Shuck, L. E. Shuck Reslty Co., 1101
Rim ~
Pau g Olympic, Los Angeles 6, Californie, reading es follows:

adg "Tais refers to your letter of October 17, 1946,
Ou.reSSed to Chairman Eccles relative to margin re-
SiTements for security market credit.

"You state that, as a consequence of increased
requirements which became effective early in
e I, investors withdrew stocks which thfzy had
asen Sarrying with brokers and placed them with banks
. Collaters] for loans and that subsequently, follow-
adﬁit}}e September market decline, the banks reo_l.lested
sul ional margin which if it were not forthcoming re-
Cateed N forced liquidation of the loans. Y?u mc‘il-—
ay that investors whose loans were handled in this
I‘eager are now unable to repurchase and for tf.lat
rel i YyOou presumably urge this Board to consider i

axi‘tlon of the present margin rules.

"hile the implications of your letter are not

Vithg 1y clear we assume that the stocks which vere

g
the Yea

Wepg T&m from brokerage offices were securities which
margighned 'free' and which were not being carried ?n ;
margin' AS.V:e are certain you are aviare, the Bo{ird s
~~Re rek}ulr&ments are cor.lt:.med in t‘v;o regu}at%ons
plicablatl?n T and Regulation U. The former 15-&.pj !
tep &y 1o general, to brokerage concerns, the lat-
banks,  1n respect of credit extended for the
n Pose of purchasing or carrying stocks registered 7
&lonal securities exchsnge the mejor require- )

8

Furth com‘lained in the two regulatior}s_ar‘e icientical. {
‘ tion Skyin accordance with the provisicns of Regula-
| of 4 bank is not permitted to accept the transfer
I‘e%ir:c%unt from a broker without f oi!_lomng the’.
of Tents of that regulation governing the making
tomg,. 3. For that reason it is clear that the cus-
°0ncry type of 'margin account'! carried by brokercge
dege ?S Could not be transferred in the marner you
Violat € unless the provisions of Regulation U were
bank * Aguin, as you are undoubtedly aware, a
Doy @ay rely on o written statement signed by tl.}e
Vith Wef Or by an officer of the bank in connection
pl‘ocee_,oc‘n8 Secured by stocks to the effect that the
Chags S of the loan are for purposes other the.zn pur-
seeur'g.or Carrying stocks registered on a national
tUes exchange. Reports reaching us have led
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:?S ﬁo.b@lieve that fraudulent str"ments on the part
taigl?lgors do not constitute a serious p?oblem. Cer-
Y our statistical studies do not indicate that
aIW’Substantial volume of customers' debits carried by
o ffége concerns prior to January 21 have been

uidated ang absorbed by the banks.

Wity "Thérefore, it would appear that you are qoncerned
&N investor's asbility to borrow against !free'
1ties for purposes other than purchasing or carry-
throiiﬁurities. This he may now df either at a.b?nk or

prOvi:' a brokcrage concern subject to.the :ppllcabl?

lons of Regulation U and Regulation T, respectively.
of ma;F?nﬂlly, it would not appear theat a ?estorat}on

81N trading for the purpose of security purchases

Seeyy

Vio : . ;

P ul? help the situation which you describe. Had credit
L. olons been more liberal in this regard forced
1quig

Spreg ation of holdings.would have been much more w%dftw
T iy One of the basic purposes of t@e present mergin
b ‘enents has been to prevent excessive forced selling
€ event of & serious morket decline.™

Approved unanimously.

re Letter to the Presidents of all the Federal Reserve Banks,
a s

S8 follows:

the m;ﬁ Summany of Regulation W Enforcement Reports for

with of October 1946 is enclosed. .

Stope. USe-to-house peddlers, furniture stores, jewelry

Comp g s Clothing stores, and state-licensed sma}l‘logn

Opcey. o Continue to represent the areas in which en-
nInt_Problems have been most severe. ‘

the » F 15 likely that considerable trade reaction to

lat eeVlsed regulation will be manifested during the

Bany ¥ Dart of November and it is suggested that the

* oy vish to incorporate a summary of such reaction
#'t of their November reports.™

Approved unanimwouslyy”

/A

J /
ds ;/ “!!!Ei§!==! __5‘! A A

Secretary.
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Chairman.
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