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Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on Monday, March 24, 1947.

PRESENT: Mt. Eccles, Chairman
Mr. Draper
Mr. Evans
Mr. Vardaman

Mr. Carpenter, Secretary

Mr. Sherman, Assistant Secretary

Mr. Morrill, Special Adviser

Mr. Thurston, Assistant to the Chairman

Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on March 21, 1947, were approved unanimously.

Memorandum dated March 17, 1947, from Mr. Paulger, Special Ad-

Iliser, stating that his application for retirement from active service

°II the Board's staff, made in accordance with the Rules and Regulations

governing the operation of the Federal Reserve retirement system, hes

been approved, effective April 1, 1947.

Noted.

Memorandum dated March 24, 1947, from Mr. Vest, General Counsel,

reconmending that the period of the loan of the services of Mr. Solomon,

Assistant Counsel, to the Director of the Budget as approved by the

Illoard on February 18, 1947, be extended for one week. The memorandum

also stated that the work has now been completed, having taken one week

longer than was originally estimated.

Approved unanimously.
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Letter to Mr. Wiltse, Vice President of the Federal Reserve

Rank of New York, reading as follows:

"This refers to your letter of February 19, recom-

mending that the Board waive the requirements for the

submission of affiliate reports (Form F. R. 220) by the

Merchants& Newark Trust Company, Newark, New Jersey, cov-

ering J. S. Rippel & Company, Guaranty Company of New

Jersey, and Securities Company of New Jersey, all of Newark,

New Jersey.
"It is noted from your letter and the accompanying

memoranda that the affiliations existed by reason of the
fact that Mr. J. S. Rippel, President of the bank, indi-

vidually and through the three corporations above named,

owned more than 50 per cent of the total number of shares
voted at the 1946 meeting of the bank's shareholders; that
the affiliations have been terminated as a result of the

January 14, 1947 meeting; that the number of shares of the

bank owned by the Rippel interests is substantial and that
the bank has a relatively large financial interest in the

three corporations by way of loans and investments; and

that, in view of the facts set forth in accompanying

memoranda and of the lapse of time since the last 1946

call date, you feel that no useful purpose would be ac-
complished by insisting at this time that these reports
be furnished and published.

"In view of your recommendation and in all the cir-

cumstances, including the fact that the corporations no
longer a. pear to be affiliates within the meaning of the
law, and therefore, could not be required to submit reports
as of current calls, the Board waives the requirements for

submission of such reports as of June 30, September 30,
and December 31, 1946. The Board definitely agrees with
you that the bank and Mr. Rippel should be clearly and ex-

plicitly advised that such reports will have to be fur-
nished and published, as required by law, in the event an
affiliate relationship again exists between the bank and
any one of the three corporations above named."

Approved unanimously.

Letter prepared for Chairman Eccles' signature to Mr. A. E. Dun-

can, Chairman of the Board, Commercial Credit Company, Baltimore 2, Mary-

land, reading as follows:
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"I appreciate very much your frank letter of March
12 directing our attention to the presentation of certain
consumer credit statistics, ascribed to the Federal Re-
serve Board, in a recent advertisement of the American
Instalment Credit Corporation. We have initiated an in-
vestigation of this matter, and I shall write you further
concerning it in the near future. Meanwhile, if you or
other senior officers of your company, or any representa-
tives of finance companies as a group, would care to dis-
cuss with us personally the problem presented by this
advertisement, or the general subject of consumer credit
statistics, we should be very glad to have you do so.

"The Board, as you know, compiles statistical in-
formation covering the consumer credit field as a public
service. Every care is taken to provide reliable current
series for the consumer credit area, and to present them
in such a way that their improper use or interpretation
will be avoided. We cannot, of course, control every use
to which the data are put, but we do make a conscious ef-
fort to correct misuse when we discover its occurrence.
We shall do so in this instance.

"We are greatly indebted to your company for the
cordial cooperation it has given over the past several
years in the compilation of consumer credit statistics,
and we believe that it is in the broad public interest
that this cooperation be continued. You may be assured
that the subject of your inquiry is receiving our serious
attention and study."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks read-

as follows:

"Summaries of Regulation W Enforcement Reports for
the month of February are enclosed.

"The reports indicated a further gradual increase in
the proportion of violators to investigations, particularly
among furniture and house furnishing stores and automobile

dealers, though the violations in most instances were not
considered to be serious. About 15 per cent of the automo-
bile dealers investigated were found to be violating the
regulation, compared with 11 per cent in January and 7 per
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"cent in December. Violators reported in the investi-

gations of furniture and house furnishing stores were

18 per cent, having increased from about 14 per cent in

January and 12 per cent in December. The larger propor-

tions of violators continued to be in the State licensed

small loan company and other lender classes, among which

violations were noted at more than one-third of the con-

cerns investigated.
"Enforcement problems in the automobile field were

again noted in several of the reports. One bank reported

an increase in cases in which the Statement of Transaction

evidenced collection of the required down payment but the

investigation disclosed that all or part of the down pay-

ment was represented by a charge to accounts receivable

or a postdated check. Other instances of failure to regi-

ster and inadequate records were reported."

Approved unanimously.

Letter prepared for Chairman Eccles' signature to Honorable

Charles W. Tobey, Chairman, Committee on Banking and Currency, United

States Senate, reading as follows:

"This is in response to Mr. Hill's letter of March

13, 1947, requesting an opinion as to the merits of the

bill S. 828 which has been referred to the Senate Committee

on Banking and Currency. This bill would extend until July

1, 1950, the existing authority of the Federal Reserve Banks,

under section 14(b) of the Federal Reserve Act, to purchase

Government securities directly from the United States, sub-

ject to the limitation that the amount of such securities

so purchased and held by the Federal Reserve Banks at any

one time shall not exceed $5,000,000,000.
"As you will recall, legislation on this subject was

recommended by the Board in a letter which I addressed to

you under date of February 13, 1947. Since the existing

authority of the Reserve Banks to purchase Government secu-

rities directly from the United States will, unless extended

by Congress, expire on March 31, 1947, the Board hopes that

the bill S. 828 will receive prompt and favorable considera-

tion by your Committee and by the Senate.
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"The direct purchase of Government securities by the

Reserve Banks provides the Treasury with a source to which

it may turn to obtain funds in a substantial amount on lit-

tle notice to meet temporary situations and contingencies.

With such an emergency source of funds available, it is

possible for the Treasury to operate with a smaller cash

balance than might otherwise be necessary, thus resulting

in a saving of interest. To obtain funds to meet such

temporary requirements without direct purchase by the Re-

serve Banks, the Treasury would be obliged to arrange for

the sale of securities to dealers in the market, with the

assurance that the Federal Reserve Banks would repurchase

the securities; and this not only would be inconvenient

and troublesome but would also increase the expense with-

out serving any useful purpose.
"Direct buying of Government securities provides a

flexible method of easing the money market in periods of

heavy drain, as, for example, around income-tax dates. By

borrowing funds from the Federal Reserve Banks and expend-

ing them prior to tax dates, the Treasury can put the funds

into the market; and, as the taxes are received, such spe-

cial borrowings are reduced and soon retired. Moreover,

with a huge public debt, much of it in short maturities,

frequent periodic refunding operations are necessary. Thus,

more than $10,000,000,000 of Treasury bills, certificates

and notes fall due in March, BOMB $8,000,000,000 in April,

and so on through the year. This situation will hold true

for years to come - as long as we have a debt of this magni-

tude. To have an uncertain or periodically tightened money

market in such circumstances would be both impracticable

and needless.
"The power to make direct purchases is one generally

possessed by central banks; and, until 1935, there was no

limitation upon direct purchases by the Federal Reserve

Banks. Under both the existing law and that prior to 1935,

the authority of the Reserve Banks to purchase securities

directly from the United States has been used only occas-

ionally and for brief periods. It has, however, proved to

be a useful and convenient mechanism to facilitate Treasury

operations and to effect temporary adjustments in the

money market.
"For the information of your Committee, there is en-

closed a table which shows the number of occasions on which

the direct purchase authority, granted temporarily by the

Second War Powers Act of 1942, has been used since that time."

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

of Dallas, reading as follows:

"We are enclosing copies of a letter from Mr. Wil-
liam Tougias, Karitaina, Greece. As we understand the
situation Mr. Tougias describes, in March 1941 he sent
deposit certificates to two banks in Tucson, Arizona, to
be renewed and to have the interest added. One of the
banks, the Southern Arizona Bank and Trust Company, re-
newed the certificate, added the interest, and sent the
certificate to Mr. Tougias by registered mail. However,
due to the German invasion of Greece, the postal autho-
rities in New York held the registered letter until
July or August 1945, when they placed it again on its
way to Greece. During the time the letter was held in
New York, the term of the certificate expired, and Mr.
Tougias' complaint is that he has lost the interest
which his money might have earned if the certificate
had been repeatedly renewed.

"We are sending Mr. Tougias' letter to you with the
thought that you may wish to bring the matter to the at-
tention of the member bank. Also, you may wish to inform
the bank that, in view of the extraordinary circumstances
of the case (provided that they correspond in fact to our
understanding as expressed in this letter), the Board of
Governors would raise no objection to the bank's paying
to Mr. Tougias all or part of the interest his certifi-
cate would have earned had its term not expired, if it
is the desire of the member bank to make any such payment."

Approved unanimously.

Memorandum dated March 18, 1947, from Messrs. Thurston, Thomas,

ezd Bethea, Assistant to the Chairman and Directors of the Divisions of

Research and Statistics and Administrative Services, respectively,

l'ecommending (1) that the Federal Reserve Charts on Bank Credit, Money

Rates, and Business be published on a monthly basis beginning in June

1947, at an expense of $100 per month for plates and negatives plus an

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



455

3/24/47 _7-

additional expense for postage and cover stock; (2) that the appropriate

Classifications in the budget of the Division of Administrative Ser-

vices for 1947 be increased by $1,000 to cover these items; (3) that

copies be distributed at an annual subscription price of $9.00, that

1 to 9 copies be sold at $1.00 each, and that there be a special price

of 75 cents each for 10 or more copies sent in single shinment to one

address; (4) that the distribution of copies on a complimentary basis

be limited to (a) Government departments, agencies and bureaus of the

United States and foreign countries, (b) libraries of educational in-

stitutions, (c) public libraries, and (d) the press; and that, except

to the case of (a), only one copy be sent each month without charge;

84101 (5) that an announcement regarding the publication of the Chart

Book on a monthly basis be sent to all Federal Reserve Bulletin sub-

scribers. The memorandum also stated that the charges recommended in

(3) above will be sufficient to cover the cost of complimentary dis-

tribution as recommended.

Approved:

Approved unanimoi;

Chairman.

Secretary.
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