Uinutes of actions taken by the Board of Governors of the
Fede
r
al Reserve System on Friday, November 29, 1946.

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

Mr. Carpenter, Secretary
lir. Sherman, Assistant Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Chairmen
hs stateq in the minutes of October 20, 1946, Lir. Vardaman

‘.‘r
Qg abg ent, .. .
on official business.

T

Bs
Wk op
of

¢legrams to Ur. Blair, Secretary of the Federal Reserve

leVeland; Mr. Leach, President of the Federzl Reserve Bank
P\.‘

“hmong; gy,
B
Bm&

Clark, First Vice President of the Federal Reserve
i Atlanta5 Mr. Dillard, Vice President of the Federzl Reszrve

0 Chicago; Mr. Stewart, Secretary of the Federal Reserve Bank
Louis; Mr. Powell, First Vice President of the Federazl Reserve
i MixmeaPOliS; Mr. Celdwell, Chairman of the Federal Reserve

B Kansﬁs City; Mr. Gilbert, President of the Federel Reserve
Dallas, and Mr. Volberg, Vice President of the Federal Re-

of San Francisco, stating that the Board approves the

1s
Ruent, without change by the Federal Reserve Bank of San

P
I‘allcis(:o

mﬁ&ag °n November 26, the Federal Reserve Banks of Atlznta,
the % St, Louis, inneapolis, &nd Kansas City on November 27,
&

der&l feserve Bank of Cleveland on November 28, and the
“°Serve Banks of Richmond, Minneapolis, znd Dallas today,

rat
e . . X — :
S of discount and purchase in their existing schedules.

Approved unanimously.
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“emorandum dated November 27, 1946, from Mr. Thomas, Director

of th
€ Divyss _— < :
DlVlSlon of Research and Statistics, recommending the appoint-
ment
of M3 . . . . =S
Miss Genevieve P. Gilardi as a clerk in that Division, on a

oo ;
ary indefinite besis, with basic salary at the rate of §2,394.00
Pep . .
W, effective as of the date upon which she enters upon the
Der
fOI'mancG of her

Xams
X%nation

duties after having passed the usuzl physicel

» The memorandum also stated that Miss Gilardi was

I

memb
T2 the 01vi1 Sertae Rt . .
ivil Service Retirement System znd would remain in

tha, Voten,

Approved unenimously.

N Letter to ip. John . Steelman, Director of the Office of
lrM

oLk 4 C PR
12ation ang Reconversion, prepared in accordance with the

act10n i

®0 at the meeting of the Board on November 19, 1946, and

1 .
I‘EqueslThlS refers to your letter of November 14, 1946,

statu ng reports witl'l rei’f:rence to temporary vcar‘_oime
Wig antii-u.nd other leglslz.x.tflon of conicern to us which
“Thlpate may be considered by the next Congres's.
rectly ':ere are only.t\':o temporary statutes which di-
&y reinfe% operations of the Federal Reserve Systen.
the Feq C'J,Le to the purchase of Government securities by
g :}fl‘al Reserve Banks directly from the Government
Pegys s € exemption of war-loesn deposits from reserve
"Df‘ents and deposit insurance assessments.
e}(istirl&cipurchase of Government Securities. - The
Pity .. & authority for the purchase of Government secu-
Goverfnnby the Federal Reserve Banks directly from the
Conteg, vy Subject to a §5,000,000,000 limitation, is
OF the ;d in a proviso which was added to section 14(b)
Viap oy ederal Reserve Act by Title IV of the Second
Sugy, ei“er§ Act, and will expire on March 31, 1947, or
the PP:I'}J:er date as mey be designated by Congress or
temp%ﬁslﬂent. In lieu of a further extension of this
Suth o legislation, the Board believes that thi
Should be made permanent. It believes that
&uthority is desirable because, zmong other
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p;§a§°n5, direct buying by the Federal Eeserve Banks
4 Vldes the Treasury with a source to which it cen turn
; Obtain funds in & substantizl amount on little notice
posm?et temporary situations and contingencies, makes it
H flble for the Treasury to operate with a smeller cash
a pilCe than might otherwise be necessery, and provides
¢ ®Xible mechanism to ease the money msrket in periods
€&vy drain, as, for example, around income tax dates.
ei Treasury Department also is interested in this mat-
It iznd Concurs in the Board's views with respect to it.
e the Board's purpose to recommen? to Congress ?hat
thispresent authority of the Federal Reserve Banks in
?&tter be made permenent.
alnende:ia\?@?n Deposits. — The hct of hpril 13, 1943,
th ection 19 of the Federal [teserve Act to provide
as d;tunt}l six months after the cessation of hostilities
rent €rmined by proclamation of the President or concur-
be Tesolution of Congress, Government deposits in mem-
sha) anks which are commonly knovn as war-loan d§posits
S b,not be included in the deposits egeinst which mem-
era] ;nﬁs aére required to meintain reserves W1En the Fed-
FedePiiuerve Banks. It alS9 amended section.lgB of.the
Waer;, Reserv? Act to provide tha?, for a like period,
era] an deposits shall not be subject to the usuel Fed-
depOSi§§0§lt_Insurance Corporation assessments aga1n§t
Wart'? in insured banks. This legislation was strictly
hy e measure, designed to facilitate the Government's
exlnan?ing program necessitated by the war effort.
et g empt19n of war-loan deposits from reserve require-
icies ?Oﬁstltutes & departure from sound peacetimg pol-
nechS?nd was'justified only on the basis of wartime
Noy elty. Since the Government's war financing has
Xis S?anomPleted, the need for the exemption no longer
its in}lfnq its continuance is undesirable ?ecause of
Volyne ationary effects. By the end of this year, the
thay hof war-loean deposits will have been so reduced
SXempy « . 2dJustments required by the removal of the
\ 1on should present no serious difficulties.
Ugly, the Board believes that the exemption
time 5, % Promptly terminated, and &t the approprizte
tion It plans to recomuend the enactment of legisle~
ang 4,0 &ccomplish this end. The Trezsury Depzrtment
5nter € Federz1 Deposit Insurance Corporation also are
®Sted in this matter.

CCQI. .
Sho 1
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nay b"In ad@ition to the foregoing, certain matters which
tons € considered by the next Congress and which are of
€M to the Board are set forth below:
to r.EsggLation of Consumer Credit. - The Board's authority
No, ggu}ate consumer credit is contained in Executive Order
£011g 43, dated August 9, 1941, which was issued pursuent
S(b)e?tmn 5(b) of the Trading with the Enemy Act. Section
i4 thls Permznent legislation but the powers which it vests
. 1€ President may be exercised by him only during the
Wer or during the time of national emergency de-
& Bo- v him. 1In its Annusl Report to Congress last June,
“hethzdrq recommended that Congress consider the question
inuedr the regulation of consumer credit should be con-
utOry f?n a p?acetime basis, as a subordinate but contrib-
Stateq &ctor in the maintenance of economic stability. As
in the Report, -
'Over the past 30 years, consumer instal-
fent financing has come to occupy an important
&d strategic place in the national economy.
UCh financing is essential to the mass distri-
Ution and conseguently to the mass production
°f consumers! durable goods. From time to time,
O%ever, the expansion znd subsequent contraction
°f consumer credit has gone so far as to accentuate
€ Upswings and downswings of the business cycle.
here is no way of preventing such excessive ex—
p“n§10n and contraction except governmental regu-—
&tion of the terms on which consumer credit shall
"¢ made aveilable, such as the down payment re-
JUlred on instalment sales or financing and the
The Boength permissible for instalment contracts.'
cr&ﬁiérd has recently revised its regulation on consumer
Fhe Bo: and, if it is to be continued on a peacetime basis,
Ulthsdrd believes that the regulation should in general be
fee ve M and scope of this revision in order to be an ef-
185y, : nfluence toward economic stebility. However, the
Sonty, - O vhether the regulation should or should not be
Y&riou:ed 1 any form is a subject of sharp controversy among
lssye shgl‘oups affected by it. The Board believes that this
be ng Ould be decided by Congress and that an effort should
rhmlte to obtain a prompt determination of the matter. Aside
Teny . o B°&Pd, it is believed that your Office is the Govern-
ﬁ%ency most cirectly concerned with this matter.
Bank-d4§g3£§tion of Bank Holding Companies. - As a part of the
ulatiof Aft of 1933, Congress attempted to provide for the reg-
' O1 bank holding companies and gave the Board the respon-

SER
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"sibility for the administration of the law: @xpevi?nce
uis demonstrated that effective regulestion is impossible
der

the existing law and that the law is wholly inadequate
© accomplish its objectives. In its Annual Report to Con-
gresa for 1945, the Board pointed out some of the defect§
D the law and recommnended the enactment of new legislation;
ang, Subsequently, it submitted specific proposzls to the
I9th Congress. The proposed legislation (embodied in H. R.
6225) Was designed to provide for more effective supervision
o? bank holding companies, to recuire them to eliminate ac-
tlvities unrelated to the ownership and control of bank
Stock, and to control the expansion of bank holding com-
Panjgg, The Board still favors legislation of this nature
;nd SXpects to seek such legislation at the next Congress.
* the past, the Treasury Department end the Federal De-
pos?t Insurance Corporation have been interested in legis-
10% on this subject. - 5 cion 19
of théL%EEE‘t° §u51ne35 E@terprlses. = Ug fr secB;nks ;ave
3 eral Reserve Act, the Federal Reserve .
el authority to make loans to industrial or commercial
uSlnesSes and to purchase and to enter into commitments to
2“rchase siriler loans made by other finencing institutions.
Parg of the funds to enable the Federzl Reserve Banks to
ment” OUU this program are advanced to them by the Govern-
such' The authority granted by section 13b is subJe?t to
Val Testrictions, however, as to be of relatively ll?tle
©s &nd the Board bclieves that that section should be

r

a:pealed' In lieu thereof the Board expects to recommend

Seri 5 @ppropriate time that section 13 of the Federal Re-
e

aug, ‘¢t be amended to give the Federal Re§erve Bagks -
of Or}ty of a standby character to assist in the financing
tic.uslneSS, particularly small business, on a more pracf
Coy) &sis. Under such authority, a Federal Reserve Bank
Nepes;  SU8Tantee up to 90 per cent of a loan made by A oo
feg -8l bank to a business enterprise, charging the bu§k a
out ?r Such guarantee. The new program wgu%d be carried
Bangﬂizﬂgﬁi_government assistance and the Federal Re;erve
fundi Would be directed to retwrn to the Goyernmegt‘th?
beg, ? ZMounting to approximately $27,000,000, which have
Papt. 4dvinced to them under section 13b. The Com@erce De-
ang 0t has been interested in legislation of this nature
in Vgresumably the Treasury Department would be interested
Vanceew of the proposed return of the funds previously ad-
Yo the Federsl Reserve Banks.
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Se "Federsl Reserve Branch Buildings. - The Federal Re-
b TVe Act provides that not more than $250,000 may be ex—

e?deg for the erection of any Federzl Reserve Benk branch
greiglzg' The Boa?d rgq?estgd legislation.at the 79th Con-
X Bo~0 remove this 11m1tat19n but no action was taken.
The " UP§ gxpects to renew thlg reyuest at the next ?ongress.
gre&tiefftlgns of the Federal Reserve Bank brenches increased
initely during tpe war and may b? expe?tea to continue %naef—
reSulty on & much large? s?ale tgcg'prlor to the war. As a
eSSentf-id§ltlons to eglstlng bul}dlngs or ne? bulld1§gs are
prOhib;: at several of the b?agcne§; but the}r erection is
isi ,e? by the statutory limitation. In view of t@e super-
ol which the Board excrcises over building operations of
no us:gﬁ{al Reserve Bankf, the %imit§tion appears po serve
inat, ,purpose, ané the Board believes 1t‘sh?ulu be elim-
Stanti;l gng g?ara, of course, would no? authorize any sub-
untiy 1ah ul}ulng COnétructlon, excegt in case of emergency,
ang SUC; or and ma?erlals ?ecome avallc?le }n adequate supply
Sitthio COHStPUC?L?H w?ulu be hglpful %n.tne employment
Cause 26 Thg limitetion should be ?llmlnated now, hovever,
ay ernt‘? Federsal Rese?ve.Banks, being uncertain is t? vhat
preparat.hflly be authorized, are unable‘to make effective
at ] '}?ns f9r the.necessary construc?*on to be un@er?aken
wily infroprlate time. The construction of the buildings
ateq 'anolve the use of any Government funds or appro-
. non €yS.
tayy 'trust that the foregoing includes sufficiently de-
Courgﬁformation for your purposes a? this t}me. Le.will,
¥ of tﬁ,‘be glad to furnlsh further 1nfor@atlon or discuss
€5e matters with you if you so desire."

Approved unanimously.
Letter to
of P

lir. Hill, Vice President of the Federal Reserve

nlladelphia, reading as follows:

1

tep ogln View of the recommendation contzined in your let-
uhder October 30, 1946, the Board of Governors approves,
Act, 4 € pProvisions of Section 244 of the Federel Reserve
Pan {}? loan of §74,000 made by the Industrial Trust Com-
hOldi fl%mington, Delaware, to the wholly owned affiliate
!ﬁgula its banking premises. The Board understands that
Sxtin T and specicl periodic reductions are expected to
1sh the loan within three years."

Approved unanimously.




Wag/,4

Secretary.

Chairman.






