Pegq,

Min
utes of actions taken by the Board of Governors of the

®8€rve System on Thursday, May 6, 1948.
PRESENT= . Szymczak
. Draper
. Evans
. Vardaman
. Clayton

FEFRER

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Board
Ingg
Feder ®S of actions taken by the Board of Govermors of the
Reser
Ve System on April 30, 1948, were approved unanimously.
Inug
Feder ®8 of actions taken by the Board of Governors of the
eserv
the fety, © System on May 3 , 4, and 5, 1948, were approved and
¢orded therein were ratified unanimously.
Smoy
m&ndillg ( 4hdun dateq April 29, 1948, from Mr. Szymczak recom-
1)

; t
rlce, e . hat Daniel F. Lane, a messenger in Mr. Szymczak's of-

i mxop,fanSferred to the Division of Administrative Services
81 Salgy s (Duplicating Devices), with no change in his present
et Migg B $2,168.28 per annum, effective May 16, 1948; (2)
i!list at s Templeton, a stenographer in the Division of Ad-
% Steng i Services, be transerred to Mr. Szymczak's office as

hep
804 that her basic salary be increased from $2,394

; :’-l69 e
rsdriek T annum, effective May 16, 1948; and (3) that
oty " Frogt 4
leg - € appointed as a messenger in Mr. Szymczak's
h

ag
te salary at the rate of $2,093.04 per annum,
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fec ive as £
ot O the date upon which he enters upon the performance
Ty

]
mem"randum
Beryy also stated that Frost was a member of the Civil

after having passed the usual physical examination.

o8 pet
irement system and would remain in that system.

- t&ndAPProved unanimously, with the under-

Fl‘ost%ng that, inasmuch as Fredrick L.

of g 8 responsibilities would be those

Frog:f"ing Mr. Szymczak's office, should

voulq 8 services be terminated, the Board

anoty not be committed to his transfer to
€r position on the Board's staff.

Menq
the e Tandum dated May 4, 1948, from Mr. Thomas, Director of

1“&1:10

Bion

1549
n
°f Research and Statistics, recommending that the res-

n of
: Mrs, Florence Guild Nixon, an economist in that Divi-
» be

Cce
% gy, Pted to be effective, in accordance with her request,
cloge
4 l‘IInp °f business May 7, 1948, with the understanding that
8

)
Ql‘eqit Payment would be made fr annual leave remaining to her
ate,
Approved unanimously.
Smop
the DiVi 8hdum dateq May 5, 1948, from Mr. Thomas, Director of

8iop
1&1%10 °f Research and Statistics , recommending that the res-
g

t M
Visi% 1ss Sophia Cooper, a research assistant in that Di-

)

e
&8¢
%est, it °®Pted to be effective, in accordance with her re-

e
% thy, °lose of business May 9, 1948, with the understand-

a
y
® sum payment would be made for annual leave remaining
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Sy
°Tedit as of that aate.
Approved unanimously.
Me;
i TOrandum dated April 28, 1948, from Mr. Smead, Director
he
iv
1sion op Bank Operations, recommending an increase in

the
bagy,, i
Mg 8ry of Mrs. Esther W. Conover, a clerk in that Di-
o, g,
o
191‘8, m $2,845 L) to $3,021 per annum, effective May 16,

Approved unanimously.
Sl
R & Tandum dateq May 5, 1948, from Mr. Van Fossen, Assist-
Sc

the req

lgnat,
b lon of Miss Doris Garrison, a clerk in that Division,

o)
T of the Division of Bank Operations, recommending that

the to be effective, in accordance with her request, at

®logg
of
businegg May 25, 1948.
Approved unanimously.

et
Bﬂllk o ter to Mr. Sproul, President of the Federal Reserve
Ne
4 York’ Teading as follows:
%91;3’ ?;i.s Trefers to Mr. Wiltse's letter of April 30,
Vayy -108ing a copy of a letter from Mr. F. Wilder
2;8 m&decixiltaining advice that Mr Bernon S. Prentice
44 Domin; o decision to retire as a limited partmer
on o & Dominick in order to comply with sec-
begy. Mo por° Banking Act of 1933.
plrmission te that Mr. Bellamy requests the Board's
tiﬁce on 1. ° Dave Mr. Prentice's retirement take
a 208 op %€ 30, 1948, He states that complica-
Party 2°O0UNting incident to the retirement of
W11l ve more easily met if the retirement

709
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e

n

1}:.;1{:; Place on June 30, end that Mr. Prentice is still

ot go ®Xpects to leave within the next few days for

View op :85 where he will remain for six months. In
hese circumstances, you may advise Mr. Bellamy

ire ® Board has no objection to Mr. Prentice's re-

0, ?;ﬁg 'i"rom Dominick & Dominick taking place on June

Approved unanimously.

e
tter to My, Hill, Vice President of the Federal Reserve

ladelphia, reading as follows:

Yoy haghe Board of Governors of the Federal Reserve Sys-

lette, COnsidered the recommendation contained in your

sectionof April 23, and, pursuant to the provisions of

to Cach 9 of the Federal Reserve Act , grants permission

Serveg °f the following banks to maintain the same re-

by b :gain‘it deposits as are required to be maintained

focty e Outside central reserve and reserve cities, ef-

0 ¥ith the first semi-monthly reserve computation

Yationg Bi00ing after the date of this letter:

I‘atic ank of Germantown and Trust Company, Philadelphia

The North gnk of Olney at Philadelphia

Y 1 Toad National Bank of Philadelphia

°rthwesteadelphia Trust Company

8 atj. National Bank in Philadelphia

oWty pootal Bank of Philadelphia

pith ppy) 2K &0d Trust Company of Philadelphia

® Togy poelphia National Bank of Philadelphia

41 "Plog 2tional Bank and Trust Company of Philadelphia

ti°“ in t{‘fe advise each of the banks of the Board's ac-

Bhat Such 18 matter, calling its attention to the fact

%arq of Permission is subject to revocation by the
OVernors of the Federal Reserve System."

Approved unanimously.

e ter
‘\tlan to Mr, McLarin, President of the Federal Reserve Bank

ty
» T
e&ding as follows:
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1948 Reference is made to your letter of April 27,
! ;ubmitting the request of The Commerce Union
tablis 8shville, Tennessee, for approval of the es-
ectient of a branch in Donelson, Tennessee, in
o0 with the proposed absorption of the Bank
ne. 500, Donelson, Tennessee.
Gove ]; View of your recommendation, the Board of
of o bl‘arsl approves the establishment and operation
anfgh in Donelson, Tennessee, by The Commerce
SOTDt o o Nashville, Tennessee, provided the ab-
Pogeq . ..°F the Bank of Donelson is effected as pro-
anu2h<::r1t ethe formal approval of the appropriate State
cwns:lis obtained, and with the understanding
for the Reserve Bank will review and
% eppecy ’,28311’ as to the legality of all steps taken
e he absorption and establish the branch.
the qisburpmposed transaction appears to contemplate
- & as2<‘-1ne11t of the capital of the Bank of Donelson
merce poanPtion of its deposit lisbilities by The
¢ absorpy On Bank with no increase in the capital of
troots gng 0g bank which is low in relation to total
he Bo %o risk assets. Except in cases of emergency,
nmi::s not, as a general policy, favor absorp-
e ng disbursement of the capital of the bank
8 alt €8s the capital position of the absorbing
" Ogether adequate.
:2“‘1 tion 2fimPr0vement has been effected in the asset
te°° e The Commerce Union Bank and its capital
1sntion i ee been increased substantially through re-
con Ot fe1t :rnings since admission to membership, it
ansidered hat its present capital position can be
the 1, . S8tisfactory. The Board is keenly aware

Y
tizion With 8 long record of delay and deferment of

2

Viln of stq ll;egard to increase of capital and disposi-
br le, t oc of the Broadway National Bank of Nash-
Ungnch, Vhiuﬁh sale or liquidation and operation as a
8t on p ; Was promised at the time The Commerce
Boa‘nces , yOu&S admitted to membership. In the circum-

Yy are requested to advise the bank that the
Dl 11

not p

t&ications $ € disposed to approve any further ap-
1s Saty QVolving expansion unless the bank's capi-
¢ apsfa"torily increased.
*Ugh puperT® that the absorption is to be effected
8¢ of agssets and assumption of deposit




l6/vg j
n
sllliabuitie& If such is the case, the absorbing bank
Ealljild 8cQuire only such assets as it may purchase le-

W2OT 1ts ovm account. tdont
81, In hig letter dated April 23, 1948, Vice Presi 2
the o, States that The Commerce Union Bank has acquire

Bank Wtire 300 ghares of the outstanding stock of the

Pl‘ovio Donelson. From this it would appear that thed

SectisiOns of Section 9 of the Federal Res'e'erve Act an
on 5136 U.S.R.S., have been violated.

Approved unanimously.
Dgy, Lettor to the Honorable Maple T. Harl, Chairman, Federal
Osit
oirance Corporation, reading as follows:

letterln 8ccordance with the request contained in your
the p of Apri) 28, 1948, the Board of Governors of
Sent, *dera) eserve System hereby grants written con-
o S; 410080t to the provisions of subsection (k) (2)
inel‘sc . of the Federal Reserve Act, for exam-

t0 yayOF the Federal Deposit Insurance Corporation
Bay, o 80 examingtion of the E. G. Young & Company
ti°h’ O&kland’ Oregon, in connection with its applica-
mex"bersr ‘Ontinuance of insurance after withdrawal from

il in the Federal Reserve System.

the There have been no corrective programs urged upon
5 :zk T agreed to, which have not been fully con-

8 ¥ in connection with which the Board would
Satyg 1nc°1'130ra.tflon of conditions for continuing its

%% an insureq bank."

Approved unanimously.

Let,
g T o the Honorable Charles W. Tobey, Chairman, Bank-

Loy, Foy Committee, United States Senate, reading as fol-

n
Sargy e Teferg

8 to your letter of April 29, 1948, re-
ued

by 11 2564, The bi1l would exempt securities is-
© Internationa]l Bank for Reconstruction and
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sﬁu;}ifment from the Securities Act of 1933, from the

tations €8 Exchange Act of 1934 and, with certain limi-

Vigeq S',c. irom the provisions of Section 5136 of the Re-

bY naty o Utes which relate to dealings in securities

Regep,. 28l banks and State member banks of the Federal

r:e syStem.

Bage 4 : Provisions of the bill follow a recommendation
Speakey he President Pro Tempore of the Senate and the
88 Chgy °f the House by the Secretary of the Treasury,
nﬂﬁonaim&n of the National Advisory Council on Inter-
O thig BMOnetary and Financial Problems. The Chairman
The Counczard is, as you know, a member of the Council.
be&mendedl expressed the view that the Acts which would
Yutioy % Were not enacted with an international insti-
theyy pruch as the Bank in mind and that compliance with
tngg b;zisions would tend to hinder the raising of
%ly, g o Bank in the United States markets. Accord-
gnited se., these reasons and in view of the interest the
Qnk, eages has in the continued effectiveness of the
op o "The B°uﬂCil recommended that the Acts be amended.
ﬁfthe atioard is in entire accord with the conclusion
Oarg el Onal Advisory Council on this matter. The
g gy faveves that the proposed changes are desirable,
e grs the enactment of S. 2564 for that purpose.
whpose ex:&rd has given special consideration to the
orhﬂlrel&temption from the provisions of Section 5136
Dr.t Feder to dealings in securities by member banks
1n°89nt formal Reserve System. Section 5136 in its
h}MOSt tyne Prohibits such banks from acting as dealers
m;nudes exes of securities. That Section, however, now
Go;lt’ of Sta:ptions for securities of the U. S. Govern-
tioeanen 1 €8 and municipalities, and of & number of
Nmé Of the EStrﬂmentalities. Because of the participa-
the thig Gove' S. Govermnment in the International Bank
sm:B°ard feeinment’s special interest in the institution,
1€G§1t1es is 8 that the proposed exemption for the Bank's
Pary exemptia logical and desirable addition to the ex-

Ure = ons and that it does not represent any de-

M existing principles.”

% a1 ‘;*Piproved unanimously, together with
v Moy ar letter to the Honorable Charles
Forey Verton, Chairman, Interstate and

Comme
e rce Committee, House of
presentativ€s ] ’
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erve Bank
Letter 4o | Sproul, President of the Federal Res

’ Teading as follows:

etter
"Follo"ing the receipt by Mr. Eccles of }{:gei o
i Mare 9 and the accompanying copy of your Leter o
the S21¢ date to My, Gilbert Perkins, Vice Pr s s
;. Chemicg) Bank and Trust Company of New Yoz ; Gove
i “Ymezak asked Mr. Julian Baird, Presiden of e
A380c1ati°n of Reserve City Bankers for a copy ol the
by °f the Committee on Correspondent Bank Rela L
;g Vidch JOu referred as having been left with gﬁ:se{
oy Tkins with a request for your comments. B

quently’ Mr Aishton, Chairman of the Committee Jak
ok ? Pérkins waé a member, handed Governor Sily;l:cre-
o 220 & copy of the report and we have read e
i););blas ¥ell as your letter to Mr. Perkins with cons

e interes 2 .
S, T °°nf:rence referred to resulted from zgzzeigg
beZe initiated by Mr. Baird following protestse hat bad
tr 0 mage 8gainst the absorption by the Reserv S o,
asansporta ion charges on direct sendings of me e
Y | aresuly Of which Mr. Baird expressed a a.?x;slixe.iations
be'ggishton's Committee on Correspondent B

d's
Teg oud pe op interest to the Association. Th:oBgiih
ot Course was that it would be agreeablg it
at any convenient time and suggeiteadvance
Ny pars L01PUL 1 there could be indicated i:tee sy
o' tay- tloulgr line of thought which the Comm P
Yo p S W or Project the Committee had in minth o that
wer:ight L better prepared, but were advised iahed o
2 particular el tho}tlgh:h:;la:eize{o;,king for-
9 - in fact, :
el me:iilsl;a‘to‘ging more or less exploratory i:nda
5Cter‘ Scause of the fact that there was xfl.o :gry
Sed conference, there was no satis azhe e
®nding an invitation to anyone frzm
R 5 to come to Washington to paa.r‘c,icipaee‘.)rt Jou
re“"ivAs Stated in the last paragraph of the T pl by
a'mi“&bed’ the yhoie discussion was quite informa end
te. - Aishton stated that there had been

0
Voulgrerence

Yagyq 3 Propo
serve ;01' ext
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"th& —9‘
'Cita,]_t(;l-'lle Board was contemplating making very substan-
Oseryq L85 in the check collection procedures at the
ttee c°anks and that it would be helpful if his Com-
Of the p uld have a frank discussion with representatives
1calls' toard of the whole problem. He referred specif-
Crediy 0 the granting by the Reserve Banks of immediate
Sorgs Or cash items and a reduction in the number of
Teim), see also referred to the decision last year to
ang St&tedmember banks for postage on direct sendings
ter l that while that had turned out to be a mat-
Ete-llding BOr importance it would have avoided misunder-
"In 1f it could have been discussed in advance.
Pregeny LoSPonse it was explicitly stated that no one
O the noOWld undertake to speak for either the Board
Shoyyq 1,0 ST¥e Banks and that whatever might be said
Sragp Vi taken as purely personal expressions. Gov-
Slzeq ¢ ¢ :28, vho attended the conference, empha-
SPeaky in anything he might have to say he was not
el tgr anyone except himself.
H Sdicte t; course of Governor Vardaman's remarks he
tfx "Ouldat action on the question of immediate
h: *hoying take place within a period of a year. In
end i, discussion it was made clear that a decision
Wites 6 op? Treached as there were undoubtedly differ-
o iy ¢ Dion which would have to be explored first,
to&l QServ:ar d's own organization and emong the Fed-
&b]_put Such Banks, and that if a decision were reached
ey blme po. Dien into effect, it would take consider-
811:‘1803 £ 01' the Reserve Banks to make the necessary
Pree at ea.szgﬂnfl.zza.‘t,ion and procedure, which would con-
thesﬂions of & year or two. In connection with ex-
iy Reserye Bfeeling that such action would mean that
thathe Corre anks were competing with commercial banks
£t suey LooPondent banking field, it was pointed out
ope 28 Regey. °P Would not meen any financial benefit
weirating ‘ Ve Banks, as it would cause additional
Seryy . O YPenses, and that it would have to be
the 1065 rends merits as a further improvement in the
1y b utered by the Reserve System, not only to
thaieneral, Sto agriculture, commerce and industry
A beg ome of the past substantial progress
U made in that direction was reviewed.
4, however, that it would not seem de-
€ existing inflationary circumstances
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tz:tmake available the substantial additional reserves

¥ould be created in this way. That would be a step
1 shoulq, i¢ adopted, become effective under defla-
Compery. _oPditions. It was in that connection that the
to "’hralt Was made that consideration might well be given
Credqy 8hould be the reserve requirements if immediate
Vere allowed.
tepg th respect to the Recordaking of outgoing cash
that ;1 Was not the intention to give the impression
Cedupq .. 3CS€TVe Banks planned to institute this pro-
Stateq 8lthough some of them propose to do so. As
Peqepy, 2 the lagt paragraph of the circular of the
19kg Reserve Bank of Chicago, No. 1331 of April 10,
> SVen after the requirements of the Reserve Banks
ber pam s 3€Scription of cash items are eliminated, mem-
011gq+, S depositing items with the Reserve Banks for

°h should, in the interest of sound banking,

theirain adequate records to enable them to identify
they &rep°sit0rs and charge back items in the event

"W; 08t or destroyed.
thay in e other subjects were discussed at more length
uPieg lcated in Mr. Aishton's report, it does not seem
%o corrently Important to go further than above stated
Trog t °Ct certain erroneous impressions that might arise
"It TePort in {ts present form.
% My, 2&ht be added that Governor Szymczak was told
the 1o A8hton that the next to the last paragraph of
Mace Tt woug be eliminated. No such discussion took
he conference with the staff. Also, while the
R Y 7-28 € report refers to a 'two-day session, Jan-
%arq 4, .’ ¥ith the staff members of the Federal Reserve
. 88hington', this apparently was inadvertent be-
Suly :)n:B s1‘1‘t’s‘eﬂluen‘cly indicated in the report, there was
bers of Meeting between Mr. Aishton's Committee and mem-
J%uary 286 Board's gtaff. This was on the morning of

n .
gy eB&re sending copies of this letter to Mr. Aishton

" "81rd for their information.”

L Approved unanimously.

et

8t T to the Honorable Joseph J. Lawler, Third Assistant
Sp

)
ner&l’ Post Office Department, reading as follows:




=11~

n
ber lsReiarence is made to Mr. Black's letter of Octo-
tative’ar9h3: in which the Board was advised that ten-
Vay Patroiangements had been made with the Texas High-
n nee(mdwhere‘by convoy service would be provided
- for valuable registered mail handled over
dul’ing thl‘oute from Big Spring to Lamesa and O'Donnell
Pearg 4 € cotton picking season of 1943. It now ap-
Souty, 8% the large increase in activity in the Texas
Qirey, n%h Plains Area has created unusual currency re-
10 tpe a.r: during the cotton season and that the banks
Ofaihave been put to considerable inconvenience
"The nadequate registered mail service.
lng 1" o Present complaints arise from the reesteblish-
oyt ostﬂl authorities of the restrictions as to the
be Valuable registered mail shipments that may
Touteg &forted via star routes. Five of these star
the pg,..° TePOrted to operate out of Lubbock, Texas,
:.per&tes °°f the cotton growing area, and the sixth
W:Btrict ozt of Sweetwater. It is understood that the
urth aval 2fwere reestablished as a result of a sudden
e hﬁavy de convoy service in November 1947 because
c111t of Publil&nds being made on the Texas State Depart-
dent, t hic Safety to maintain peace and order, in-
the are: thousands of itinerant workers then coming
g:i’ve yz::nyx_one banks, all members of the Federal Re-
llotivery a5 advise that the restrictions as to day of
Rggy Porm thell as to the amount they may receive did
Yo t the ey ®m to have on hand sufficient ‘currency to
rkﬁrs uxfmll requirements for these same itinerant
Seagoy o the latter part of the 1947 cotton pick-
gDt e These banks are located in the following
Tt

Broon Levelland 0'Donnell
Crom'ield Littlefield Ralls
I.Qmsbyton Lorenzo Roby

®sa Morton Rotan

2 Sug Muleshoe Seminole

BOQI‘ The Fe a an Tahoka
thatd to brineral Reserve Bank of Dallas has asked the
Sepy, ONe € this matter to your attention in the hope
sideice to Provement can be made in the registered mail

able a;he area affected, and has submitted a con-
ount of data in support of its position which
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"we w
Sent, 111 be €lad to bring over and discuss with repre-

a
tives of the Department if desired."

Approved unanimously.
Let,
the ter to Mr. R. P. Briggs, Vice President, The Regents of
Vers
1ty of Michigan, Ann Arbor, Michigan, reading as follows:

n
tve Ehis Will confirm your letter of March 30 rela-
*Thors o - € letter agreement between the Board of Gov-
F Michy the Federal Reserve System and the University
Sumep igan covering a Third National Survey of Con-
8441 4 nn&nc.:es, It is understood that the cost of the
Wegteq g.l interviews, tabulation and analysis, as re-
tweep .. . the Board, through direct negotiation be-
Iﬁckert éfRalph A. Young of our office and Mr. Rensis
0t oneq Jour office, will not exceed the $8,000
erstoocl 2 your letter of March 30. It is further

aoynt hat if the additional cost is less than

ugtey -2 the bills rendered to the Board will be

" acCOrdingly,
ggreemell:m Teturning herewith a copy of your letter
Oarq w - °F March 30, duly accepted on behalf of the

Approved unanimously.

ele
°t gy 8Y8I to Mr. Davis, President of the Federal Reserve Bank

uig .
> Teading ag follows:
"Yo
q
agle wil‘;:rbwire May 3. Members of Board who are avail-
2130  o° Blad to meet with your Building Committee
‘. on Tuesday, May 18."

Approved unanimous

/ Secretary.






