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Minutes of actions teken by the Board of Governors of the
, Feder
i 4l Reserve System on Monday, November 17, 1947. The Board met
, 5 4
€ Special Library at 2:30 p.m.

PRESENT: wmp. Eccles, Chairman
Mr, Szymczak
Mr, Draper
Mr. Evans
Mr. Vardaman
Mr. Clayton

Mr. Carpenter, Secretary

Mr. Shermen, Assistant Secretery

\ Mr. Morrill, Special Adviser

Mr. Thurston, Assistant to the Chairmen

Mr. Smead, Director of the Division of
Bank Operations

? Mr. Thomas, Director of the Division of
Research and Statistics

Mr. Vest, General Counsel

Mr. Leonard, Director of the Division of
Examinations

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

Mr. Young, Assistant Director of the
Division of Research and Statisties

§ Mr. Solomon, Assistant Counsel

' Mr. Hackley, Assistant Counsel

. Before thig meeting the Federal Advisory Council submitted a
emorandutﬂ

oty Covering topics discussed at a separate meeting of the Coun-

on N
o OVember 16 which were to be reviewed with the Board at a joint
etin
g
%o be held at 10:30 tomorrow morning. The Board considered the

| Opics

; ang j . ’

f th d it was agreed that Chairman Eccles would state the views of
‘ e p

Oarq
the Substantially along the lines recorded in tke minutes of
A

& Mr, Szymczak!s request there was a further discussion of

the

ecial reserve plan which had been considered at the
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Teeting on November 5, and the matter was discussed on the basis of

® Memorandum from Chairman Eccles dated November 13, 1947, which con-
tained Certain changes from the plan outlined on November 5. Mr.
SQmmzak raised the following questions with respect to the plan:

1. Why should the plan cover time deposits, and if it
should cover time deposits, why not include mutual
savings banks and building and loan associations?

2. Would it in fact be possible substantially to in-
crease the discount rate without affecting the
rates on Government securities?

3. Should we not determine upon the timing for increases
in the reserve requirements of central reserve city
banks and exhaust the authority which the Board has
in this field before requesting more authority from
Congress?

4+ If the plan worked to increase interest rates on
commercial loans and investments, would it not
Increase costs of production and prices of goods,
and thus fail to accomplish the anti-inflation
objectives the Board has in mind in proposing
the plan?

5. Would the plan be interpreted as a credit control

Plan which was justified or as a disguised attempt

to support the Government security market?

The Reserve System has urged the public to buy sav-
ings bonds and to get the public debt out of the
banking system in so far as that is feasible. Through~
out the war we emphasized with the Treasury the im-
Portance of placing as much of the debt outside the
banks as possible and the final policy followed in
this connection was a compromise of the position of
the System and the Treasury. Since the proposed plan
Wwould encourage banks to hold Government securities,
would it not seem inconsistent with the policies ad-
Vocated by the System?

The Federal Reserve System was set up with a view to
having the reserves of the banking system carried with
the Federel Reserve rather than with commercial banks,
Whereas the proposed plan permits banks to count inter-
bank deposits as part of their reserve. Therefore, is
not the plan inconsistent with the general concept of
the Federal Reserve Act?
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8. The proposed plan would make penalties for”diiéc%int
reserve payable to the U. S. Government. Wo blz to
not be preferable to make these pe?alties peyable i
the Reserve Banks as is now done with penalties in
curred by member banks?

The questions raised by Mr. Szymczak were discussed, and
h&irman Eccles commented on them along the lines of the memorandum
ileh he hag submitted under date of November 13. With respect to al-
mnng interbank deposits to be counted as part of the special reserve,
h&irman Eccles expressed the view that it was necessary to include
interbank deposits ag part of the special reserve in order to equalize
L Teserve Fosition of all banks as much as possible. As to the pay-

Matog Penelties, Chairman Eccles stated that this provision was made
“Cause Penalties would be collected from nonmember as well as member
ks ang there was no basis on which the receipt of payments from
"Metber barc by the Reserve System could be justified.

DUrlng the meeting Chairmen Eccles was called from the room to

nswe ¥ *he telephone and upon his return stated that the call was from

oy T&ft Chairman of the Joint Committee on the Economic Report,
Who hag

Oft

th&t "

Stated thet there wes not much time to consider various phases
® Proposaig presented by the President in his message to Congress,
W88 expected that the Joint Committee on the Economic Report

" the Banking ang Currency Committees of both the Senate and the
s "ould commence Jjoint hearings on Thursday of this week in con-

o With te President's recommendation to Congress that additional

controlg be adopted, and that he (Senator Taft) would like to
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bave Chairman Eccles appear before the committees on Thursday, November
20’]947- Chairmen Eccles added that he told the Senztor that while
® had givey considerable thought to the problem, he would appreciate
1 it he could be given until Monday of next week to prepare for the
}m&ring. He also said that when he appeared he would meke it entirely
S that credit control measures, such as the special reserve plan
"4 the Tegulation of consumer credit, would be effective only as part

% Program which included a fiscal policy which contemplated a very
Substantial reduction in the public debt.

Mr, Clayton referred to a draft of the statement which was being
*repareq to be issued jointly by the Federal and State bank supervisory
aencies-with respect to bank credit policies during the inflation.

“Ples op the draft had been sent to members of the Board before this
meeting‘ Mr, Cleyton stated that Comptroller of the Currency Delano
; 8one gyep the statement in his capacity as Comptroller, and also as
Tector of the Federal Deposit Insurance Corporation in the absence
°f0h&irman Harl and Director Cook, that he and Mr. Delano had reached
agreement o0 the wording of the statement, and that he expected to dis-
by % wign the executive committee of the National Association of
Supervisors of Stute Banks at a meeting to be held in the Board's build-
o FridaY, November 21, 1947.
Mr, Clayton rsised the question whether, in view of the Presi-

dentv

5 message to Congress today recommending an overall anti-inflation
Bro
gr

» 1t woulq be undesirable to issue a joint statement of the type
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Pro
Posed. In the discussion that followed it was pointed out that the

8tat
*ment had been prepared as a part of the program discussed by the

Feqq
Tal Open Market Committee at its meeting on October 6 and 7, that

18 issuance et this time might well be interpreted as reinforcing and
implementing the President's message, and that therefore steps should
® Yaken to reach agreement on it. Chairman Eccles said that the

; tement TMust be approved by the Treasury Department as well as the
“ther ®encies mentioned before it could be released.

Following the discussion, it was
understood that Mr. Clayton would
revise the statement in the light
of changes suggested during the
meeting and that he would discuss
it with a representative of the
Treasury Department before review-
ing it with the executive committee
of the National Association of Super-
visors of State Banks on November Z21.

Ch&irm&n Eccles stated that in accordance with the action taken

the
N Boarg on October 31, 1947, he sent letters to Mr. Clark, Attorney

o » Mr, Delano, Comptroller of the Currency, and Mr. Harl, Chair-
°f the Feder
Bo

a2l Deposit Insurance Corporation, advising that the
&rd h& "
; d directed that an investigation be made to determine whether
Sho h
3a 18sue a complaint against the Transamerica group under the

OVisio
08 of the Clayton Antitrust Act. He also said that Mr. Delano

T

®Pligq staty 3
a ing that there were pending in his office applications for
ppl‘gval

of the convergsion of banks which had been acquired by the

SaMeriag s
Tlca Interegsts into branches of Bank of America National Trust
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wad Savings Association and the First National Bank of Portland, that
be applications had already received considerable study end it was
°Ped to give a reasonably prompt reply to the applicants, but that
?m &ction of the Board in directing the investigation above referred
° Woulq e a factor which would require serious consideration in con-
Tection With the applications, and that it would be appreciated if the
G ¢ould give some ides as to when it would make its decision whether
;’Start the Proceeding against Transamerica. Chairmen Eccles added
atat he Proposed to advise Mr. Delano that the Board could not state
.umzhi: Uine vhen & decision could be made but that it was expected
e nexi information necessary to a decision would be developed within
e N two or three months and thet it was hoped that in the mean-
&ppj£ Comptroller of the Currency would defer any action approving
- “Hons for the establishment of branches by the Transamerica

P, The other members of the Board indicated that such a reply

Wi
e be accept,
ptable to them.

Mr. Clayton stated that Mr. Leonard received a telephone call

frq
U the

e Federal Deposit Insuraence Corporation this afternoon stating
at

Te :
e Presentatives of the General Accounting Office had requested ac-
8

B "
tOr

- ®Ports of examination of five State member banks in connection
by

s
CWrrent review of Federal Deposit Insurance Corporation opera-

tig
ng,
I He Teferred to the fact that in a letter to the Federal Deposit
Sup
ane
Q ® Corporation on February 4, 1947, the Board authorized the

Orat
lon o meke available to a representative of the General Accounting
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» under the same terms and conditions as it did with respect to
o TePorts of examination of insured nonmember banks, reports of ex-
mﬁﬂation of the State member banks included in the list forwarded with
its]etter of January 10, 1947. Mr. Clayton added that Comptroller of
e Currency Delano recently discussed with him the question of making
:wh TePorts available to the General Accounting Office, that Mr.
ael&50 felt that the examination of banks vas & professional function
:m’the General Accounting Office could not determine by looking &at
?ports of examination whether the Federal Deposit Insurance Corpora-
clmlwas OPerating efficiently, thet it was undesirable to permit ac-
Os:zczo the Teports, and thaet in response to & similar request the
Accountof the Comptroller had refused to make available to the General
ing Office reports of examination of other than closed national
De:i:;t In g discussion of the matter Mr. Leonard said that the Federal
Insurance Corporation was willing to make reports of examination
ODGrating insured nonmember banks available.
‘ Chairman Eccles suggested that Mr. Leonard advise the representa-
Sir:: :f the General Accounting Office that if the five reports were de-
SR Supplement to the other reports in connection with the same

Tevie
W of .
OPerations, there would be no objection to giving access to

then on
th © same basis as other reports were made available earlier in
e
Year
of > but that if they were desired in connection with a new review

operations .
eray of the Federal Deposit Insurance Corporation by the Gen-

AGCQ .
Wting Office, and if the procedure was to be a continuing one,
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® Board wouwlg want to consider the matter further, as it did not want
0
®stabligh g precedent of making the reports available as a matter

of 00\11'33 .

Upon motion by Mr. Vardaman, Chair-
man Eccles' suggestion was approved
unanimously.

At this point Messrs. Smead, Thomas, Vest, Leonard, Horbett,
‘hmng’ SOlomon, and Hackley withdrew and the action stated with re-
"Pect g ®ach of the matters hereinafter set forth wes taken by the
B°31’d:

Minutes of actions taken by the Board of Governors of the
Federal Ee861ve Gyaten on Novesber 14, 1947, were approved unanimously.

Memorandum dsted November 17, 1947, from Mr. Thomas, Director
:f 8 DiviSiOn of Research and Statistics, recommending the reemploy-
.ent of Migg Wilellyn Morelle (Mrs. L. Jay Atkinson), an economist
:: o Division, effective as of November 17, 1947, with no change
e Previoyg basic salary of $3,522.60 per annum, The memorandum
Sateq that g
194y

88 Morelle had been on maternity leave since May 19,
? %0d that gpe was a member of the Federal Reserve retirement
SYstey,
Approved unanimously.
Brg Mem°randum dated November 4, 1947, from Messrs. Thomas and
d Director and Assistant Director, respectively, of the Division

of
ese&rch . .
th and Statistics, recommending, for the reasons stated in
8

Iﬂem
oTendum, tpat, the Board conduct a one-time national survey,
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» 0peration with the Federal Reserve Banks, of the volume of sales

fin
an
@ company credit operations.

Approved unanimously.






