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A meeting of the Board of Governors of the Federal Reserve
w
ith the Presidents of the Federal Reserve Banks was held in

the
Offi
€®s of the Board of Governors in Washington on Friday, Feb-

ru&ry
il 1948, at 2:45 p.m.

FRESENT: Mr. Eccles, Chairman pro tem.
. Szymczak

. Draper

. Evans

. Vardaman

. Clayton

SERER

=
R

. McCabe, Chairman designate
Mr. Carpenter, Secretary

Messrs. Whittemore, Sproul, Williams, Gidney,
Leach, McLarin, Young, Davis, Peyton, Leedy,
Gilbert, and Earhart, Presidents of the
Federal Reserve Banks of Boston, New York
Philadelphia, Cleveland, Richmond, Atlanta,
Chicago, St. Louis, Minneapolis, Kansas City,
Dallas, and San Francisco, respectively

Mr. Clarke, Acting Secretary of the Presi-
dents' Conference

B
®fore this meeting a memorandum covering matters to be dis-

Cug
SEd by 'the ‘
b Board and the Presidents had been submitted to the mem-

Srs
of ¢
s 4 he Board., The statement of the Presidents and the discussion

1s

8 ®Sting with respect to each of the matters considered were

mmt&nt
lally as ro110ws:

meEtil' Delayed return of unpaid cash items. At the joint
Ce e:g of the Board of Governors and the Presidents on De-
with 5 9, 19h7, discussion was had as to progress being made
] 80014, Program contemplating that the American Bankers' As-
| B ?On would recommend that Regulation J and the Reserve
} Cerulars be amended so as to authorize a procedure

SER
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for the conditional payment of cash items presented by Re-
S€IVe Banks by mail, with the right of the drawee banks to
Y etury unpaid items and reclaim payment therefor on the

busineSS day after their receipt by the respective drawee
anks,

The Conference considered a report of the Committee on
Operations relative to a joint report to that Committee by
€ Committee on Collections and the Special Committee of
SOUnSel (copies of which have been furnished to the Board's
g 8ff) from which it appears that the American Bankers' As-
sociatiOH has now recommended that Regulation J and the Re-
iirv? Bank circulars be so amended, and has indicated that

Will communicate with all banks suggesting that they re-
W their contracts with depositors so as to assure ade-
3E§te Protection under the conditional payment procedure,
1z that i+ will promote legislation in all States author-
e 8, that procedure. The Conference adopted the recom-

Te ation of the Committee on Operations that the joint
COP0¥t referred to be approved and that, subject to the
Mitiong stated therein, the recommendations as to the
Shdment; of Regulation J be approved, with the suggestion,
ewever’ that in the usual course and since not all of the
Whieral Reserve Banks are represented on the Committees

°h have worked on this matter, the suggested amendments

Orwarded to each of the Reserve Banks for consideration

OTe final adoption.

ho

Chairmay Eccles stated that the procedure proposed by the
e31
0ts met, with the approval of the Board.

CheCkg' Clarification of Reserve Bank authority to issue
53;E-Sgll§g§ion circulars. The Conférence approved a re-
Dlep, of the Committee on Operations with respect to a sup-
nip S0tal joint report dated January 30, 1948, by the Com-
o ®€ on Collections and the Special Committee Qf.Counsel,
mak:mmending that Section 6 of Regulation J b? revised Fo
in ¢ 1t clear that certain substantive prov151ons‘cont§1ned
arshe current Federal Reserve Bank check collection circu-
Nent (such as those relating to Government checks, endorse-
Unj S %o be placed on items sent to Federal Reserve.Banks,
forn instructions regarding protest and wire advice of

SER
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Z:Eiaymeﬂt, charges for telegraphic costs, and reimburse-
StantOf transportation costs), as well as such other sub-
n ive provisions as it may be desirable to incorporate
> Such circulars in the future, are within the authority
Promulgate rules granted to the Federal Reserve Banks
tia:ha? Se?tion. In this connection, it was pointed out
term; in view of the fact that Regulation J applies in
Wity to checks, and the check collection circulars deal
to clot?er cash items as well, it would be desirable also
re&tarlfy the authority of the Federal Reserve Banks to
all cash items on an equal basis in their circulars.

It was stated that the above proposel was related to the
&cti
On
taken in connection with delayed return of unpaid cash items

ang

Cha

A Irman Eccles stated that the proposal was acceptable to the
Q&rd

aph$. Closing hours for acceptance of inter-district tele-
ot 1C transfers of funds. The Conference approved a re-
ot th:f the Committee on Operations with respect to a report
of 1y Leased Wire Committee, recommending that paragraph 6
to poboard's letter (S-16L4) dated June 12, 1939, be amended
®ad as follows:

n
Requests for telegraphic transfers of funds for
Consummation on date of receipt should not be ac-
Cepted by Federal Reserve banks later than thirty
30) minutes prior to the official closing hour
Of the Federal Reserve bank to which transfer is
to be made: provided, however, any Federal Reserve
bank may agree with any other Federal Reserve bank
to accept up to a later hour requests for transfers
for consummation on date of receipt if so authorized
Y the Federal Reserve bank receiving credit.

"n

Any transfers requested after the established hours
i?y be consummated on date of receipt at the discre-
lon of the Federal Reserve bank receiving credit.”

The
ReseﬁrOPOSed change will clarify the authority of each Federal
Ve Bank to accept requests for transfers later than the
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of
gi?ial closing hour, if satisfactory arrangements between
Interested Federal Reserve Banks can be made.

Chairman Eccles stated that the Board would be glad to adopt

is
recommendation.

Custody receipts for collateral securing loans to
anks, In its letter of January 29, 1948, the Board
agends nors requested that this matter be placed on the
at tpg fo? the next Presidents' Conference for discussion
onfey Joint meeting of the Presidents and the Board. The
"any Fence, at its meeting on December 8, 1947, agreed that,
fr ederal Reserve Bank which wished to do so should be
O accept the custody receipts of responsible city
Pondent banks, but that the practice of receiving
eceipts from correspondents should not be encouraged".
b Octhat meeting the only change in the situation which
Poseq Curred to the knowledge of the Conference is the pro-
eaSu;Ilstitution of a procedure for the wire transfer of
Tathey Y bonds commencing March 1, 1948, which will lessen
Celpty, than increase the need for the use of custody re-
Part f' The Conference, therefore, saw no reason to de-
ver EOm the consensus of the December 8 meeting. How-
ury ﬁe he Conference proposes to explore with the Treas-
0 tPartment, when sufficient experience with the nsw
WhethnranSfer facilities has accumulated, the question
be eX£T the facilities for telegraphic transfer can not
Nent, sende§ to include transfers involving use of Govern-
5 €curities as collateral for advances at Federal
“I'Ve Banks,

member-b
°f Gover

Corres
Such
8 Nce

Ch&irman Eccles stated that the Board had considered the

Statement, but felt that in order to afford a desirable
® to Nember banks and to avoid unnecessary shipments of secu-
Vith the attendant transit delays, it was important that all
& ReserVe Banks follow a policy of accepting custody receipts

8f
actory form from correspondent member banks and loan on the
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W of Such custody receipts in any case in which the Reserve

Bany
W
ould be willing to make the loan if the securities were depos-
1
teq Physic3_1

1y at the Federal Reserve Bank. He also stated as the

ey
of
8 the Board that the credit facilities of the Fedsral Reserve
hou1g be made to work as conveniently and as expeditiously
ag
pOSS
1ble ang without unnecessary restrictions, that the additional

in
b Volved in the acceptance of custody receipts was believed to
g

Qomy
2l ang was more than outweighed by the convenience of the

ary
Ange
o ment, that failure to provide this facility for member banks
ght e
“8n ipn some instances that the banks instead of borrowing on

e
i g Securities would sell the securities in the market when
Tot, desirable for them to do so from the standpoint of Sys-

S
5 I)Qlicy " . : .
& > and that the new wire transfer facilities even if ex-

t
© include transfers involving the use of Government secu-
ritie
8

a
N Collateral for advances would not satisfactorily meet

th
iz prc’blem.

thu M, Peyton stated that such a policy would contemplate
t

&11

e
Federal Reserve Banks would accept custody receipts from

Qorre
Y, SPondsnt, member banks, and that, although his. Bank had
Deq
he Sl Practice of accepting such receipts from some banks,
d
Sray 10t want to accept them from banks about which the Fed-

ege
TVe Bank had information which would indicate that it
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W
W4 be Unwise for the Bank to do so.
. Chairman Tccles stated that it was not the intention of the
0
remﬁ.to Say that the receipts should be accepted from every cor-
ijOHdent bank if there were any satisfactory reason for not doing
su;but that the only case in which the Fed=sral Reserve Bank might
phfer & loss would be one in which there was dishonesty on the
b ot the correspondent bank, and that if the correspondent banks
&e satisfﬁctory as depositories or custodians for other member
u;?sthere should be no objection to the acceptance of their cus-
M receiptg,
reﬁmnd:h\ Peyton raised the question of a case where a small cor-
‘eana 0t bank might accept for safekeeping securities out of any
Yle relationship to its vault facility. In that connection,
S Ston Commented that in the examination of member banks, re-

Qei

e
" OVering securities in the custody of correspondent banks

&
rare
¢ 1y if ever questioned, and that if that were the case

Sre
shy
Ould be no objection on the part of a Fedsral Reserve Bank

Q

“ﬁl g receipts as representing securities pledged as collat-
P

Or
81 advance by a Federal Reserve Bank.

Mr. Leach said that this matter had been of concern to his

Bh& ¢

or
hq Several years and had been brought up repeatedly, that he

not think t % .
here was any great risk involved in the acceptance
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%, Suc
8 receipts from selected banks, but that there were a number
of oth
®T Dossible difficulties because if receipts were accepted
Ne
W York correspondent banks there would be a question of

Vhy
the
Y Wwere not accepted from correspondent banks within the

dist
Tic .
5 and, if that were done, why they should not be accepted

n
frop 4
14
he bank across the street". It was his view that it would

® bet
te
T to accept receipts from all correspondent banks if no
Othe
T ggts
&tlsf&ctory solution could be found, but he said that when

Feq
g °ral Reserve Bank of New York established a quota system in

QQOrd
a .
i 0ce wity which it undertook to accept the deposit of secu-
teg
b
Y New York banks for their correspondent banks, the problem

Vag
Solv
Ce: ®d so far as the Fifth Federal Reserve District was con-
Theq
G " ds long as that arrangement continued, he believed few
lme
% nt Securities would be sold in the district to meet needs
r
by

ese
N TVe funds for short periods. Some of the other Presidents
1c&t
&
d 8greement with Mr. Leach's views.

Bmud Mr, Sproul inquired how the question presented by the
wnmten 2 8risen and Chairman Eccles stated that banks had
tkn Yo tne Board about it, that apparently member banks did
I‘"eder&:()f the possibility of depositing securities with the
Q“Pts ®Serve Bank of New York, and that if the custody re-
of g correspondent bank could be pledged as collateral
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Youlg encourage member banks to borrow for short term reserve

Seds Tather than to sell the securities.

: Mr. Davis asked if the letters received by the Board from

B bankg were sent to the Federal Reserve Banks in the respec-

ﬂ:e Ustricts for consideration and Chairman Eccles stated that

oey hag Mot been and that the Board had felt that the acceptance

{ °ustody receipts was a service that might well be provided to

e bankg and that the Board had presented the matter to the

8

tod::l Reserve Banks to ascertain whether there was any objection

& 8doption of the practice from the standpoint of the System
% Whole

b Mr. Clayton commented that he had been advised by a member

e the San Francisco District that a branch of the Reserve

35 4 been willing to accept a trust receipt for a period of

Vs
to but that after that time the actual securities would have
b

e deposued‘

A Mr, Davis expressed the view that any question raised by
member ba.n_k
Vig

lng
" the bank of the arrangement for the deposit of securities

on this matter could be disposed of readily by ad-

o F
r%t ®dera) Reserve Bank of New York which was entirely satis-
ory

€0 fap as member banks of the St. Louis Federal Reserve

igt
Tl
% vere concerned.
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Mr. Earhart said that it would be appreciated if any ques-
ronspresented'by member banks of the San Francisco District were
t:f:red to his Bank, that the outstanding instructions of the Bank
3 " branches were that member banks may borrow on Government se-

*1%8 deposited with the Federal Reserve Bamk of New York or, if
“;:sz:ry: on custody receipts from New York correspondent banks, but
e Would not be willing to accept trust receipts from any and all
R Pondent member banks. He believed that each Federal Reserve
aqmpshould have the opportunity of determining whether it should

& receipt issued by a particular correspondent member bank
0 ® say o advantage in advertising the arrangement as any par-
= S1tuation could be met satisfactorily when it arose.
ey In a response to an inquiry from Chairman Eccles, Mr. Sproul
that it had been understood for several years that, in emer-

&,
Cy situ&tion
s, the Federal Reserve Bank of New York would accept

e Yeposiy, of\securities held in New York as collateral for loans
y'&F
®dera)
h”&s,
Wy,

Reserve Bank in another district to one of its member
In g discussion of the arrangement recently adopted under

Se
NEy Curities may be deposited at the Federal Reserve Bank of
Ork
th, In the aggregate amount of $1.5 billion, it was stated
N L

thy
o S 8rrangement was deemed adequate to meet anticipated needs
membEr b

anks in the verious districts for the foreseeable future.

4 DUring a discussion, Mr. McLarin referred to the circumstances
S

Wh
leh the question of acceptance of custody receipts arose in
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the 4
t1
anta District in 1945 and Mr. Whittemore mentioned a suggestion

that,
ha,
: 4 been made at his Bank that if the Board's proposal were adopted
¥y
ght Tesult in a greater centralization of securities in New York

t
mhlwas the case at the present time.
: In connection with Mr. McLarin's comment excerpts from the
i letter to him under date of January 3, 1945, were read and
M:c:man Eccles discussed briefly the changes that had taken place
19&5 Which suggested the need for a change in policy.
Mr, Sproul stated that the question had been raised because
°°mp1aints of a few member banks and it would appear that the
“m:e:hzight not be an important one. Chairman Eccles responded
eﬁwic Board had considered the matter from the standpoint of a
® that might well be provided for member banks located out-

8§
% of New v,

th rk City. Mr. Sproul commented that it was believed

At o
8se

ntially that service was being provided by the arrange-

ment
fOr
the deposit of securities at the Federal Reserve Bank of

ork,
W Chairman Eccles replied that that was the case to the
ent %
th hat the member banks knew of the arrangement and that

8
v sh()u_ld b
e advised of it so that when they purchased securi-
tieg

in N
g ®¥ York they could leave them there and borrow on them
neve ’
r
Decessary in order to obtain reserve funds for short-term

hse Qs "

n
A ot be porced to sell securities to get needed funds.
q M. Gilbert stated that from a legal standpoint it is

at1°n&b1
€ whether notes secured by trust receipts covering
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*VeTment, Ssecurities, instead of by the securities themselves, could

edeposited with the Federal Reserve Agent as collateral for Federal

(fSerVS Dotes, and pointed out that unless the procedure being advo-
l:tmiby the Board of Governors could be followed during extremely

i bm"""'fing periods, such as might develop later, as well as
;“ing light borrowing periods, such as at present, he doubted the
&gnﬂability of inaugurating the procedure and bringing it to the

*ent1on of member banks generally.

1 Mr, Sproul stated that it had been the thought of the Pres-
h&:ntethat Provision of facilities for the wire transfer of Govern-
L ‘Urities would tend to increase the holding of securities by

in their own vaults, that facilities for wire transfer of bills
the :ertificates had existed for some time with that result, and that

M doptiOn of the same arrangement for bonds should reduce the need
t eIMlding securities in New York and, therefore, the importance of

quest1011 of trust receipts as collateral security.
o After some further discussion, Mr. Sproul also said that it

Are
s that the principal question raised by the discussion was

Vhet
her
trust receipts should be accepted form all correspondent

Toy
N bankg
ay or only from selected banks, and that to do the former

ry
t 1se d1fPiculties which could not be easily disposed of once
?
Sry
the Ngement, had been put into effect. He suggested that, since
MQtt
i T was not an urgent one, it be placed on the agenda for

QusSi
°n at o later meeting on the basis of a memorandum which




278

%/21/ug s

W
Fii State the problem and the reasons why a change should or should

n . .
g Made. In this connection he expressed the opinion that the

prmmdure of the joint meetings of the Board and the Presidents would
b

eimpr°Ved if, whenever an item was placed on the agenda of the Con-
“Tence g Presidents at the request of the Board, it could be accom-
Mileg Yy & memorandum covering the background of the topic.

Chairman Eccles suggested that the Board review the matter
nthe 1ight of the discussion at this meeting and submit a proposed

Po
icy Statement to each of the Federal Reserve Banks and that after
the .
°0mments of the Banks had been received the statement be revised
Anq . :
submitted to the Federal Reserve Banks for consideration. This

Sug
$5tion Was agreed to.

Retention in service after age 65. The Conference
ed the suggestion contained in the Board's_let?er
January 6, 1948, that it would be desirable 1?, in
Ses, officers (other than the President and First
Tesident) and employees of the Federgl Beserve _

8 were placed in a retirement status w1th19 a peri-
ad °f not more than 90 days following the attalnm?nt of
cge 65: with the understanding that in the exceptional
i ©8 Where officers and employees are retained %n serv-
Fe the Payment of retirement benefits would begin upon
IEtirement and their salary would not be more than sal-
Try &t age 65 less the retirement benefits receive@.

S?e. Onference is of the opinion so long gs there is
afrlct adherence to the program of retaining office?i
ofter age 65 only in cases where it is to the benefi
tq the Bank, that the present policy should be con-
Ted, since it appears that that policy offers a

D
Consigep
&ted
all ca

ce p

I:Cessary flexibility in dealing with individual cases.
¥as pointed out that the procedure suggested by the
d Would, in fact, penalize the officer or employee
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W :
hgse service was being continued (presumably for
benefit of the Reserve Bank concerned).

Ch&irman Eccles stated that because of the small number of
Offie
er
§ and employees of Federal Reserve Banks that were retained
Serv
ice after age 65 the matter was not now an important one,

amith&
3 t the Board felt that the policy of retiring Federal Reserve
)

De
Wh T'Sonne] at 65 should be adhered to except in the unusual case
ere t
; he Services of an officer or employee could not readily be
eplac
e
4 by & younger man. He also stated that the Board was in-

clille
4
; %o the view that whenever an officer or employee was re-
Slneq
8fter the retirement age he should be retired and his salary

8hg
h ;ﬂd Pe the difference between his salary before retirement and
Dension Portion of his retirement benefit.
. F0110Wing a discussion, unanimous approval was given to a
re;iition by Mr, Sproul that, since the approval of the Board was
ed for continuing employment after the retirement age, it be

8
I‘St00d _th s
th at the Board would consider each case on the basis of

¢ B
Oarg:
% d's Position as stated above end the facts in the individual

Sg
» ang
that no change in existing policy would be made.

BO&rd§. Loans to employees. The Conference considered the
1948 S request contained in its letter dated February 10,
meeti that this topic be placed upon the agenda for this
Yo Eg'Of the Presidents' Conference, particular considera-
t&ke €ing given to the suggestion that credit unions might
Care of the meritorious cases in which employees' loans

Ought. Tt appeared that all the Federal Reserve Banks

Were s
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zige loan funds, 11 of these being established by the Banks
One by employees of the Bank and that employees of four

0
Uiizhe Reserve Banks have, in addition, established credit
ns,

It was the consensus that the present arrangements
d be continued, as determined by the Boards of Di-
i itrs of the Banks, having in view the relative flexi-
COmpay of ?dministration of employees' loan funds as

&b oied with the relative inflexibility, under the law,
also hh Federal- and State-organized credit unions, and
over aving in view the adequacy of the Board's controls

Bank loan funds.

Shoul
Tectq

) Chairman Eccles stated that this question had been raised
¥

Te u
o Qestg from two Federal Reserve Banks for authority to increase
&
Qmo
: U0t of their respective loan funds, that the Board had con-
der e
d
the matter on the basis whether the funds should be con-

Hy
eg
°F Whether the needs of employees should be met by the es-

tay
Ushneyy : :
i of credit unions, and that if the funds were continued
W,

8 g
Matter for which the Board had some responsibility and it

Sh

¢ sh some standard for its approval of the funds and

Oy th
e 14
llmitation, if any, that should be placed upon their size.
2

th The matter was discussed and some of the Presidents expressed
8

Viey
that since the loan funds were small in amount, the determi-

on o )
o £ their size might well be left to the boards of directors
the
TeSpective banks.
%lt Ch&irman Eccles made the further comment that the Board had
t

hg
m%m t Consideration should be given by the Banks to the establish-

of
CTedit unions, as the credit union at the Board had been found
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%0 be entirely satisfactory, but that, inasmuch as that did not ap-
er to meet the needs of the Federal Reserve Banks, the Board would
dertaye to establish some basis for its approval of loan funds at
; ® Bankg which would be based upon the number of employees at each

&
Weor Some other reasonable consideration.

to mejé Qggital requirements for admission of State banks
A= mbership, The Conference referred to the Board's let-
Ject-Of July 28, and December 5, 1947, on the above sub-
POSea and i? noted that in the former letter the Board pro-
of bani capital requirement of $25 thousand for admission
ang S to membership (as the Conference had recommended)
enclg at i§ the letter to the Comptroller of the Currency
Pr0po:ed with the letter dated December 5, 1947, the Board
5 theEd a minimum capital requirement of $50 thousand.
Dropos &b§ence of information as to the reason for the
Viey Sed increase, the Conference adheres to its previous
like in favor of the smaller minimum amount. It would
of theo discuss this with the Board as well as the status
Proposed legislation.

5 Chairman Eccles said that since this matter was last dis-
%
he Board hed come to the conclusion that it would be in-

QrtUn
ht € to Present at the present session of Congress any legis-
10n
Wi
thy 1th respect to capital requirements for admission to member-
p Qr
for the operation of branches by member banks, that such

L}
8131a
t
t lon shoulg be included in an omnibus bill which would con-

&hla Mmber of ohg in the 1 f a non-controversial character
&nd th&t ¥ nges in aw o non-controv al er,
thhe he Boarq planned to prepere such a bill during the course
e : ‘Wrent year. He also said that the Board had agreed that

h took up the question of capital requirements again it should

Co
Sr
the desirability of proposing, as a means of discouraging
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the
c
hﬂrtering of banks with capital of less than $50 thousand, that
the
aw
be amended to provide that existing banks with capital of

25 th
Ousang or more, in the discretion of the Board, could be ad-
mitted
to embership in the System but that banks subsequently char-

tered
W .
ould pe eligible for membership only if they had a capital

of
$50 thousand or more.

Following a statement of the reasons for the Board's pro-

stEl

C .

4 hairman Eeeles inquired if any of the Presidents had any
h

ey i
18Ws. Mr. Davis suggested that the Board prepare a draft

op

an
P amendment to the law and send it to the Federal Reserve Banks
0

Con, .
Sider&tlon. This suggestion was agreed to and it was under-
Ood t
hat following receipt of the draft the Presidents would ad-

Vise N
B¢ Boarg of any suggestions that they might have.
lay e8. Information as to condition of banks furnished to
tele depositors. The Conference referred to the Board's
o %r&m; dated February 17, 1948, requesting the Chairman
QOnsigce the above topic on the agenda for the meeting for
or o e?&tion and subsequent discussion with the Board. Aft-
Q&rdnslderation, the Conference was of the opinion that the
&gencimight appropriately consult with the other supervisory
B €s concerned, with a view to determining if a report
oy :dition could be developed which would furnish informa-
Drege O all depositors in a form more comprehensive than the
Opeq Ot published form; and, if such a form could be devel-
SDOHaireCOmmending that form to the banks for use in re-
gestedng to inquiries from their depositors. It was sug-
ag n ?h&t, if this were done, the use of a legend such
o itional information will be given on request", as
&ppy note on published reports of condition might be an
OPriate method of bringing to the notice of depositors
avai1ability of more comprehensive information.
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Chairman Eccles stated that the Board did not believe it
Youlq be Practicable to provide a form which would furnish the kind
* Inforna gy oy being requested by large depositors since they were
interested in knowing the maturities and market value of the invest-
s Portfolig and the classification of loans, and that if the foot-

te s
Proposeq by the Presidents were put on the call report it would
b

¥
X invitation not only to the public generally to ask for informa-

1o -

" bug to the large depositors to ask for additional information.
It

W,
85 the Board's opinion, he said, that such a proposal would be
Ve

ki Vigorously opposed by the member banks.
It was made clear during the discussion that the Presidents'
8
btmwment did not contemplate a revision of the call report form
% the @doption of a supplementary form which would give information

A g
dditIOH to that contained on the published call reports and that

t
he Popogeq 5

¢ ootnote to the published reports would have reference
0 %

s SUpplementary report and should be so worded as to meke it
el
a‘r 03 r
that it is not a general invitation to seek more information.

1 Ch&irman Eccles reviewed the discussion of this topic at the
&st
meeting of the Federal Advisory Council and stated that the ques-

tion i}

y 8 reviseq call report of condition would be discussed at the
8

g mSeting of the Council, and Mr. Szymczak stated that the matter
0
4

®150 be Qiscussed in the interim with other Federal bank super-

visor




e
/48 -

. Mr, Sproul stated that when this matter came up in 194k a rep-
SSent,
at
ve of the Federal Reserve Bank of New York talked with the
qnit&b
1
q ® Life Assurance Society which had been making requests of its

eposi

ta

t Ty banks for additional information and that the officers of
8 ¢

Huyg

omy
Yany Tesponded that they did not want to do anything that the
180 g
¥ authorities would object to and that they would discon-
the pr&ctica_
C
hairman Eccles commented that if the requests could be

&% the Source in this manner it would be a desirable thing

ir. Gidney stated that if the Board expected to give the mat-
¢ “rther Study the Federal Reserve Banks could make inquiries in
Strictg and ascertain what the present situation was.

82 a basis for the comment that it would be @ifficult to
%th’: A Nembey bank that it should not give a depositor any infor-

T. Davig referred to an incident in his district where

th
Qre
as
0&1 80 informal discussion between a large depositor and an
Wy & member bank which not only satisfied the depositors
Q

he
L Condition of the bank but resulted in the company in-
8%
%5 deposit at the bank.

It
ahm ¥as asgreed that no attempt could or should be made to
Ofri
Ce

InQ]*‘ltieq

T8 of banks from giving information (except information

.buhi n ®Xxamination reports) to depositors as that was a matter
e

Judgment of the officers, but that the supervisory au-
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""t1es should be concerned sbout written or printed form requests
o i311’01'11119,1:ion, such as those being made by the Prudential Insurance
Co@any Of America and possibly other insurance companies, where in-
rormation Wwas requested in such form as might place an undue burden
™ the banks ang gefeat the objectives sought in the examination
procequl.e adopted in 1938 with respect to the classification of
{ong %4 investments of banks.

Chairman Eccles stated that the Board would give further
consideration to the matter and see what it could work out in con-
Mtation With other bank supervisory agencies. He also said that

“ever o request by a large depositor came to the attention of
:e B°&rd 1t would so advise the Federal Reserve Bank of the dis-
:1% 1n Which the head office of the company was located so that
. Res@rVe Bank could try to have the request withdrawn.

‘ Mr, Sproul expressed the view that the consideration of

’ questiOn might result in an improved published statement of
¢
b:ndition irrespective of the decision on the problem presented

b TeQuests for special information.
fereng' Classification of a?sista.zgt egaxzigegzéemggi gon"
1947 Ciocgzsidere?dthinggrgo;elzz :;e ;ederal Reserve,

2 ;: rela.ziszeio iﬁe classification of assistant ex-
feillers under the Fair Labor Standards Act; and the Con-

N T®lce woy1q 1ike to learn from the Board developments
5 thig connection since the date of that letter.
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Chairman Eccles stated that the question being considered
wy1*m Board was whether this matter should be presented to the
j&% @4 Hours Division on the basis that if the decision of the

"sion Was unsatisfactory it would be taken into the courts.

Mr. Sproul reported that all of the Presidents would like

tgha
Ve
the matter taken up but not pressed to the point of liti-
E&tio
n,

g Mr, MclLarin stated that he had been instructed by his di-
EQtOr
8

to Pursue the matter even if it were necessary to teke it

ly
%o the . ) ) )

th S, but that, in the light of the views expressed by
R

I‘es-
ldents, he did not believe his directors would insist on

t
hat Courge

Afterlof Retirement of premiums on Government securities.
esiredlscu§sion, a majority of the Presidents expressed a
Whetpe to discuss with the Board of Governors the gquestion
Pai T provision should be made for amortizing premiums
appl_on Fhe purchase of Govermnment securities (before the
lcation of the interest rate established by the Board

:202Vered Federal Reserve notes) more quickly than at
nt,

Pre

v Chairman Fecles stated that the Board would favor adding to
o

) offset premiums on Government security holdings of the

Sdey
al .
ReserVe Banks but that it was felt that the Banks should

e
te
v the se o § >
2 curities at cost and amortize them in the usual way. He
estioned

hht > however, whether the total premium account should be elim-
8
n

One year and suggested that the elimination be spread over
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longer Period so that there would be no occasion for the Treasury
? mmstiOﬂ the arrangement.
Mr, Sproul suggested that there probably could be no objec-
n;:ff°m the Presidents to the System seeking to pay somewhat less
: 50 Per cent of the net earnings of the Federal Reserve System
Abe Treasury’ but that in view of the existing policy with respect

to
s@tiserves for special purposes, these funds should not be used to
hohhé 8 Special reserve for the elimination of premiums on security
“ 18s byt should be transferred to the surplus accounts of the
er&lReserve Banks. There was agreement with this suggestion.

There was a discussion of the procedure that might be fol-

low
* to carr i
tay ¥ out the proposal and of whether action should be
€n before
L4g

thyy

ment

the payment to the Treasury for the first quarter of
e deferred until the end of the year. It was the consensus
i 8€reement could be reached with the Treasury, the arrange-
&dopted should become effective before the payment was made

Vg
be Treasur
be ¥ for the first quarter of this year as that would
8
Ore
g Satisfactory procedure than to meke the entire deduction
ul

®arnings for the last quarter of the year.

Y
w%h hairman Eccles stated that when the matter was discussed
th

)
e TreaSuI‘y it should be pointed out that the substantial
Ty

8,
) CCounts of the Federal Reserve Banks were the result of

Eqis
1o
0, agreed to by the Treasury, to support Government se-
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¢
Titieg at prices above par, that the surplus funds of the Fed-
&
:ﬁl Reserve Banks were small in relation to their responsibilities,
;ﬁ that iy would be a good policy to increase these funds more rap-
W to Offset the premiums on securities held.
It was the consensus of the meeting that a procedure should
8
tha:orked out along the lines suggested and Chairman Eccles stated
the Boargd or Governors would see what could be done.
11, Absorption of exchange charges. After discus-
a Ové tggigogiiieige expressed the.desire to d?scuss'the
at e Board, following up the discussion

Febthe Joint meeting of the Board and the Presidents on
Tuary 28, 1947.

Sion

ot Mr, Sproul stated that this topic had been put on the agenda
the
r
f SQuest of Mr. McLarin and that he now wished to withdraw it
View
°f the lateness of the hour.

e, Sproul then said that, in accordance with the policy of

Ty
tatiou &4,
Opted by the Presidents' Conference, Mr. Davis had been
Sle
Cteq Ol
fop

Tman, and Mr. Peyton Vice Chairman,of the Conference

s
Ucceeding year.

Thereupon the meeting adjourned.

/

Secretary.

Sgd e
4

Chairman pro tem.






