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Minutes of actions taken by the Board of Governors of the

Reserve System on Friday, August 8, 1947.

PRESENT: Mr. Eccles, Chairman
Mr. Evans
Mr. Vardaman
Mr. Clayton

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

Minutes of actions taken by the Board of Governors of the

Reserve System on August 7, 1947, were approved unanimously.

Telegramsto the Federal Reserve Banks of Philadelphia, Cleve-

4", Richmond, Chicago, St. Louis, Minneapolis, Dallas, and San

cisco, stating that the Board approves the establishment with-

(alt change by the Federal Reserve Banks of Richmond, St. Louis, and

'ancisco on August 6, and by the Federal Reserve Banks of Phila-

la, Cleveland, Chicago, Minneapolis, and Dallas on August 7,

1947 of the rates of discount and purchase in their existing sched-

Approved unanimously.

Memorandum dated August 6, 1947, from Mr. Sherman, Assistant
Seer

e'43-rY of the Board, recommending the appointment of Miss Jeanette
Eli

zabeth Devlin as a file clerk in the Office of the Secretary, on

6 

t 
Rqn 

--PcrarY basis for a period of six months, with basic salary at the

rate of .o2,168.28 per annum, effective as of the date upon which she
eriter

S upon the performance of her duties after having passed the usual
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Pli3r8ical examination. The memorandum also stated that Miss Devlin

las. a member of the Civil Service retirement system and would re-

144111 in that system.

Approved unanimously.

Memorandum dated July 28, 1947, from Mr. Smead, Director

°f the Division of Bank Operations, recommending the appointment

°f Miss Carrie Turner as a clerk-typist in that Division, on a

telliP°rarY basis for a period of six months, with basic salary at

the l'ate of $2,168.28 per annum, effective as of the date upon

l'hicb. she enters upon the performance of her duties after having

'I seed the usual physical examination. The memorandum also stated

that
l'ass Turner was a member of the Civil Service retirement sys-

tenl and would remain in that system.

Approved unanimously.

An application had been received under date of June 26,

1947' from "The National City Bank of New York", New York, New

York,
requesting approval of the Board to establish and maintain

11:1088-key Japan, a branch of "The National City Bank of New York",

"CI a letter had been received under date of June 30, 1947, from

Mw.
ltse, Vice President of the Federal Reserve Bank of New York,

Ibee°11mlending that the application be approved. The Board had also

beea
advised by the Department of State and the Comptroller of the
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CtIrrano5r on July 10, 1947, and by the War Department on August 1,

1947) that those departments had no objection to the establish-

11t of the proposed branch.

The following order was adopted by

unanimous vote:

"ORDER

"'WHEREAS The National City Bank of New York
has made application to the Board of Governors of
the Federal Reserve System, pursuant to the pro-
visions of section 25 of the Federal Reserve Act,
for permission to establish a branch at Osaka,
Japan; and

"WHEREAS it appears that the said bank may
Properly be authorized to establish a branch at
Osaka, Japan;

"EM_IttEREFORE, The National City Bank of
New York is authorized to establish a branch at
Osaka, Japan, and to operate and maintain it sub-
ject to the provisions of section 25 of the Federal
1.teserve Act, upon condition that unless the branch
ls actually established and opened for business on
or before August 1, 1948, all rights hereby granted
as to such branch shall be deemed to have been aban-
doned and the authority hereby granted shall auto-
matically terminate on such date.

"Dated: August 8, 1947"

In connection with the above matter,
the following letter to Mr. Wiltse, Vice
President of the Federal Reserve Bank of

New York, was also approved unanimously:

"Enclosed is a certified copy of an order of
.., 11e Board of Governors authorizing The National City
IDEnk of New York to establish a branch at Osaka, Japan,
which you will please deliver to the bank. A copy of
the order is enclosed for your files.
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"Please ask the bank to note that the authority
to establish the branch will automatically terminate
On August 1, 1948, if the branch is not actually es-
tablished and opened for business on or before that

date: and request the bank to advise the Board in
writing when the branch is so established and opened
for business."

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

ef Philadelphia, reading as follows:

"This refers to letters dated March 8, May 19,
and August 4, 1947, addressed to the Board by The
Pennsylvania Company for Banking and Trusts, Phila-
delphia, Pennsylvania, and to your letter of June
25) 1947, relating to the proposed merger of the
Common Trust Fund of Germantown Trust Company into
the Discretionary Common Trust Fund of The Pennsyl-
vania Company.

"As a result of the merger of Germantown Trust
C°1/1Paily and The Pennsylvania Company, both of the
common trust funds are now being administered by the
1.-atter. The Pennsylvania Company has concluded that
it is impracticable for it to continue to operate both
funds and that, primarily for tax reasons, it is pref-
erable to verge the funds rather than to liquidate one
of them. It states that the merger has been approved
hY the Pennsylvania State Banking Authorities and that
.!1._ favorable ruling concerning the tax aspects of the
Lransaction has been obtained from the Bureau of In-
ternal Revenue. Both funds are operated pursuant to
Plans which require that they be administered in ac-
cordance with the Board's regulations concerning the
collective investment of trust funds and, before pro-
ceeding, The Pennsylvania Company desires a ruling on
the question whether the merger would conflict with
the pertinent provisions of the Board's Regulation F.

"From the information submitted, it appears that
the two funds are of the same general character. Both

."re of the type provided for in section 17(c) of Regu-

'ation F and the plans governing their administration
are quite similar. In both instances, the trustee has

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



ift 56

8/8/47
-5-

"broad discretion with respect to investments, the
Principal difference being that investments are re-
stricted to readily marketable securities in the
case of the Pennsylvania Company fund. The merged
fund will be governed by the plan under which the
Pennsylvania Company fund is now operating, except
that the plan will be amended to permit investments
in Series G United States Savings Bonds. The plans
Pverning the two funds will be amended to authorize
he merger and the termination of the Germantown fund,
such amendments to be adopted in accordance with the
Provisions of the respective plans relating to amend-
ments, with notice to interested parties and provision
for withdrawal of participations prior to the merger
Where co-fiduciaries do not approve investments in
Participations in the merged fund.

"At the time of the merger, the two funds will
contain no investments in which trusts participating
in either fund could not lawfully invest or which do
not qualify as investments for the Pennsylvania Company
fund. If any trust participating in the Germantown fund
cell not properly invest in participations in the Pennsyl-
vania Company fund, its participation will be withdrawn
prior to the merger. In the event the merger will result
in related trusts having investments in the merged fund
exceeding the limitations prescribed by Regulation Fl
withdrawals necessary to comply with such limitations
will be made. The merged fund will not hold more than
55 of any one class of shares of stock of any one corpo-
ration, or stocks or bonds or other obligations of any
°fle person, firm, or corporation exceeding 10% of the

ralue of the merged fund, with the exception of obliga-
tions of the United States and obligations guaranteed by
ale United States.
4.. "In consummating the merger, the values of the par-
'lcipations in the separate funds will be determined by
a valuation of the assets of each fund; the assets of
the Germantown fund will be transferred to the Pennsyl-
vtania Company fund; and the trusts participating in the
hw° funds will receive participations in the merged fund
.4. 1-14g Principal values equal to those of their respec-
'lye participations in the separate funds, except that
a4Y fractional units of participation in the merged fund
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"will be eliminated by cash withdrawals. All accrued in-
come of the Germantown fund will be distributed immediately
Prior to the merger. One month's accrued income of the
Pennsylvania Company fund will remain undistributed; and,
accordJngly, trusts entering the merged fund from the
Germantown fund will pay into the merged fund the addi-
lonal amounts necessary to cover their shares of such
income. The merger transactions including valuations
of assets and participations in the funds, are to be super-
vised and audited by an independent accounting firm and
everY effort is to be made to effect the merger in a man-
ner which is equitable to all participants.

"On the basis of the foregoing and other information
contained in the above-mentioned letters, and the enclo-
sures therewith, the Board is of the opinion that the
merger will not be contrary to the provisions of Regu-
lation F relating to common trust funds and it will inter-
Pose no objection to the merger. Please forward the en-
closed copy of this letter to The Pennsylvania Company
for Banking and Trusts."

Approved unanimously.

Letter dated August 6, 1947, to Mr. George Macy Wheeler,

VicePresident and Trust Officer, The First National Bank and Trust

C°14)641Y, Bridgeport, Connecticut, reading as follows:

"This refers to your letter of May 22, 1947, to the
Under Secretary of the Treasury, which has been referred
to the Board, in which you requested a ruling with re-
pect to whether certain funds may be invested in par-

l'ioipations in a common trust fund operated by your bank.

"The facts as set forth in your letter are as follows:

'We have been approached by a local corpo-

ration which wishes to place $8000 in our common

trust fund. They assure me that this money is
not needed in their business at the present time

and probably will not be needed until the next

serious depression such as 1932. They insist

that any trust fund which they set up is a bona

fide one to permit them to have this small sum
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"'of money invested properly from the diver-
sification point of view.

'It is true however that the settlor
company reserves the right to revoke the agree-
ment at any time or to withdraw part of the mon-
ey placed in this trust fund. The trust fund
was established with the idea of having it placed
in the common trust fund. * * * We have been ap-

proached indirectly by other small corporations
along the same lines and they all want to pro-
tect their reserve position as much as possible.
They have indicated to me that the savings banks
Will not take their money and they apparently are
not satisfied to obtain the small income return

available on the short term government bonds that
we first recommend to such people for investment

Purposes.'
"Section 17(a) of Regulation F provides in part

as follows:
'The purpose of this section is to permit

the use of Common Trust Funds, as defined in

section 169 of the Internal Revenue Code, for
the investment of funds held for true fiduciary

Purposes; and the operation of such Common Trust
Funds as investment trusts for other than strictly

fiduciary purposes is hereby prohibited. * * *
The trust investment committee of a bank operating
a Common Trust Fund shall not permit any funds of
any trust to be invested in a Common Trust Fund if
it has reason to believe that such trust was not

created or is not being used for bona fide fidu-
ciary purposes.'
"Under the facts presented, it appears that there is

nO reason for the creation of the trust other than the de-
!):re of the corporation to invest its funds in participa-

lons in the common trust fund. The trust merely is a
mechanism designed to enable the corporation to acquire
such participations in lieu of other investments. The

8.Inalogy with the purchase of investment trust certificates
18 apparent; and the use of a common trust fund for this
Nrpose amounts in substance to the operation of the fund
.1418 an ordinary investment trust. In the circumstances,
"he Board is of the opinion that the proposed investment
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ft.
In participations in common trust fund is clearly con-
trary to the above-quoted provisions of Regulation F.

"It is suggested that you may find it more con-
venient to communicate with the Federal Reserve Bank
of New York if you have any further questions concern-
ing this matter."

Approved unanimously.

Telegram to the Presidents of all Federal Reserve Banks read-

follows:

"In view of the fact that the action of Congress
respecting consumer credit regulation has now been ap-
Proved by the President, and in order to clear up any
confusion which may exist, we suggest that Federal Re-
serve Banks send to all Registrants a circular reading
substantially as follows:

'The Board of Governors of the Federal
Reserve System has requested us to advise you
that a Joint Resolution of Congress authoriz-
ing the continuation of consumer credit regu-
lation until November 1, 1947, has become law
and that the President has indicated that Regu-
lation 14 should be continued until that time.
The terms set forth in the revision of that regu-

lation dated December 1, 1946, will accordingly
be in full force and effect through November 1,
1947.

'If there are any questions concerning the
regulation, they should be addressed as usual
to the Federal Reserve Bank or Branch of the
district in which the inquiry arises."

?ecieral

Approved unanimously.

Letter to Mr. Bowman, Manager of the Credit Department of the

Reserve Bank of New York, reading as follows:

"This is in reply to your letter of August 4,
1947, relative to the classification of certain
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"radio equipment for purposes of Regulation W. You are
correct in your assumption that the Board's letter of
July 30, 1947, 6-989, was not intended to exclude from
Group B-8 receivers without transmitters that are ca-
Pable of being used to receive broadcasts as well as
for communication purposes."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks except

Boston, 
Philadelphia, and Minneapolis reading as follows:

"On July 30 the President signed the bill amend-
ing the ninth paragraph of Section 10 of the Federal
Reserve Act so as to authorize expenditures for Fed-
eral Reserve Bank branch buildings in an aggregate
amount of not to exceed $10,000,000 for 'building
proper. While this amount will not be sufficient
to cover the cost of all construction which the Fed-
eral Reserve Banks might desire for branch building
Purposes within the next few years, it should be
ample to cover the cases of an urgent character.

"It is evident that the need for space at some
of the branches in the near future has changed con-
oiderably as a result of the concentration of savings
1?ond redemptions at a number of the head offices. It
ls also understood that the Reconstruction Finance
Corporation and the Commodity Credit Corporation are
undertaking or considering changes which will affect
the extent of fiscal agency and custodianship opera-

on their behalf. It will therefore aid the
150ard in approving proposed expenditures for branch
building construction if you will review the situ-
ation as regards your Bank's branches, as reported
ln response to the Board's wire of May 21, 19472
and let us know what changes should be made therein.

"In submitting the information requested, please

State which plans are considered to be of the most
urgent character and which might be deferred. The
13°ard remains of the opinion that only projects which
are regarded as of an emergency nature should be un-

dertaken in the immediate future."

Approved unanimously.
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Letter prepared for Chairman Eccles' signature to the Presi-

(lents of all Federal Reserve Banks reading as follows:

"Enclosed is a copy of a letter I have received
from Senator Taft, Chairman of the Joint Committee
on the Economic Report, together with a copy of the

Employment Act of 1946 and of the Concurrent Reso-

lution which Congress adopted just prior to adjourn-
ment, authorizing three subcommittees to make a study
of the price level of consumer goods and report their

findings not later than February 1, 1948.

"Your cooperation in the work of the subcommittees
in accordance with Senator Taft's letter will be greatly
appreciated by the Board. The task assigned to the sub-
committees by the Congress is of great importance and

of special concern to the Federal Reserve System in the

discharge of its responsibilities.
"You will note that Senator Taft's letter states ,

that Dr. Charles 0. Hardy, Staff Director of the Joint
Committee, will communicate directly with you as to de-

of subcommittee plans in respect to the various

Federal Reserve districts.
"I am sending a copy of this letter to Senator

Taft.”

Approved unanimously.

Letter to Mr. Brainard, Chairman of the Federal Reserve Bank

Of 
Cleveland, reading as follows:

"At the completion of the examination of the Fed-
eral Reserve Bank of Cleveland, made as of June 2, 1947,
by the Board's examiners, a copy of the report of ex-
amination was left for your information and that of
the directors. A copy was also left for President

Gidney.
"The Board will appreciate advice that the re-

Port has been considered by the board of directors.

AnY comments you may care to offer regarding dis-
cussions with respect to the examination, or as to

action taken or to be taken as a result of the ex-
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Approved unanimously.

R3Y

oe,
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