Minyt,
F%e ®8 of actions taken by the Board of Governors of the
r

8l Reg
er T
I Ve System on Tuesday, August 24, 1948. The Board met

he 3
O&I‘d Room at 10:30 a.m.

PRESENT: Mr. Szymczak, Chairman pro tem.
Mr. Draper
Mr. Vardaman
Mr. Clayton (last part of meeting)

Mr. Carpenter, Secretary

Mr. Hammond, Assistant Secretary

Mr. Morrill, Special Adviser

Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr. Vest, General Counsel

Mr. Young, Associate Director of the
Division of Research and Statistics

Mr. Townsend, Associate General Counsel

0 o Friday A :
the 4 > August 20, 1948, a letter to President Peyton
itw Reserve Bank of Minneapolis was approved in which

8
ateq that ;
o%dd' » for reasons explained over the telephone, the
2|
I‘&t not feel th G
8 at an increase as large as $2,200, to the

Ql&r )000 per annum st . 0
should be approved at this time for Mr.

+ Gr
°th, who had been appointed by the directors as As-

lCe
t P s
hsBo Tesident assigned to the Helena Branch, but that

frg
foy Youlg approv .
Mp e a calary at the rate of $7,000 per annum

th j .
%r“b If fixeq by the directors at that rate. It was
04

t ‘that
%I@as M Carpenter would call Mr. Peyton and explain
0

o
EQOQW T the Board's decision, i.e., that an increase of
0

t dy :
hat £ €quivalent to 38% of Mr. Groth's present salary,
] 3

Sy
°f $8,000 per annum would be $1,500 higher than
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85 Daid to Mr

treg - Larson whanMr. Groth was to succeed, that the in-
Se

of
Grﬁth $2’200 would be more than the total increases that Mr.

°°Uld
i took forvarg to in the future if he should succeed
Moy
as
Yajq & Manager of the Helena Branch and eventually was

iy, . “elary that Mr. Towle is now receiving of $10,000 per
)
gy anzat the difference between the salary proposed for Mr.
the 1£pe e NOW paid Mr. Towle was smaller percentagewise than
Yy, erice between the salary of the first and second man at

Ty
4 he Othey branch o o
Sal&ry ches of Federal Reserve Banks, and that if
W .
" “T® fixed at $7,000 at this time it could be idered
ln y ’ s time it cou consider

3 ! April Whe . .
ankwe n the sglaries of all of the officers of the
T

eViSWed .

. Ca
“%mm TPenter said that he talked to Mr. Peyton over the

e
Yest
e ®rday about the matter, that Mr. Peyton stated that
l J

¢
= . Groth had been the result of a great deal of

nego <
Ny *lation to find a suitable man to go into the Helena

Sg

a
8 Do
" vy Ssible successor to Mr. Towle, that because Mr. Lar-

n
g & € to accept another position and his leaving was

th IlrlQ‘lllced Mr

§ Qo 4 . Peyton had felt it was necessary to announce
Olntpe

b ot of

Meg Mr. Groth, and that Mr. Groth had already ac-

{ a
Qgth&t Dpointment and had gone to Helena with the understand-
hig
S
alary would be at the rate of $8,000 per annum.

SER




4564

%, pe S e -3-

itsacio duested, Mr. Carpenter said, that the Board reconsider
sultofa-ll.on the basis of the fact that the proposal was the re-
L 8reat geg) of consideration at the Federal Reserve Bank

as g
Sbgy econd man at the Branch Mr. Groth would have to assume
ant

ial)
L V greater responsibility than had been undertaken by
Arsg

0 an,
4, therefore, would have more contact with the bankers

0 4
he
are&
a
tOMy " be put to considerable expense which he would have
frop
his oyp salary.
a 3
thay, Uscussion or Mr. Peyton's request, Mr. Vardaman stated

S} th
oy, h
Qm@v 80t the Board should take whatever steps were necessary
en

sit
t%tth Uations of this kind from arising in the future and
&
Cder
g 8l Reserve Banks should be informed that they should

¢
&nge N
°fum b ° 1n their principal examining staff or in officers
Ty,
% Ches yigy, : ; .
8gq out first taking the matter up with the Board.

at .
%mm.b the Teason for his feeling in this matter was the
iy
b it
erme Y Of the Board under the law for examinations of mem-
8
ang ¢
OF branches of the Federal Reserve Banks.

. At
SlOH it
Quegt th
by telep

the conclusion of the discus-
Was voted unanimously to re-
€ Secretary to tell Mr. Peyton
whicp, hone that, for the reasons
the Prompted the original decision,
saloard did not feel it could approve
for ary at the rate of $8,000 per annum
Mr, pe. Groth at this time but that if
. Yton felt that the salary should
haVGPPTOVed the Board would be glad to

is him present fully the reasons for
POSition,
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I
Yhay % Connection with the above matter Mr. Vardaman suggested
€8
e ecretary be requested to prepare a draft of letter to
o 1 of the Presidents' Conference stating that because
the Boay
b

!
o' responsibility for the examination of State member
S ang fop
\'gul
14
Pore )
men ¢late it i the matter were placed on the agenda for
SXt

the branches of Federal Reserve Banks, the Board

mESting Of . 1 . th . t
i%us the President's Conference with the view to
Sing

t ;
hay = desirability of a procedure which would contemplate
Chy
Yiey "8 Would be made in the officers of the branches of a
€se
Ve Bank or in the senior examining staff of a Federal

Without first taking the matter up with the Board.

This suggestion was approved
Shimously,

0 g
Qf“& . 1nforma1 discussion of the question whether members
Starsp

ch%mi Shoulq serve in their individual capacity as members
ttee
8

hmthe °f organizations such as the American Bar Association

eri
ey can Bankers Association, Mr. Szymczak suggested that

&
st
%% S Ade to ascertain to what extent employees of the Board
q%&ﬁg R committees of outside organizations and that the
n of
W 5 s
%m@ct Haty e any, action should be taken by the Board in

On W
R . the matter be placed on the docket for considera-
mEQt .

Ng of the Board in September.

This gy ;
; restion was approved
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Mr,
J°in Clayton and Mr. Townsend, Associate General Counsel,
d

&
the meeting t s s . .
topg at this point, having just returned from a con-

Ce
" 1th the Comptroll ' ith
he oller of the Currency in accordance Wl

erstanding % ] ‘
Q 194 at the meeting of the Board on Friday, August

Mr
Wy - Clayton made substantially the following statement

I‘espe
¢t to the conference:

n
trollezeogad a very satisfactory meeting with the Comp-
ficial Fhe Currency and I think it was very bene-
aDprovalo discuss with him the whole question of the
a'meric °f further branches for banks in the Trans-
Conferensroup, I delayed until toward the end of the
in accorde the delivery of the two letters prepared
O&St N :nce with the action taken at the meeting
bhly Oneg Y. Messrs. Delano, Townsend and I were the
tzck in topresent. Mr. Townsend having Jjust arrived
Ough W, I asked him to go along with me. I
Poyt s - Delano would appreciate a first-hand re-
N &Cif: Townsend as to what he had been doing
Tepory 1c Coast area and Mr. Townsend made such
Wens,
:ﬁi po?iliigomptl.‘oller of the Currency did not change
& le y o0 vhich he had previously taken, viz. that,
fiirica gr;i not favor further expansion by the Trans-
folst Secp’ he was following a policy established
Opilowe " Tetary of the Treasury Vinson and later
0ig va Secretary of the Treasury Snyder. Their
hig ofi-that there was not sufficient legal basis
T Cvey 5 1Ce to take the position that, with respect
Msap, Olnt in the area covered by banks in the
B e wOullcz group, not a single additional branch of-
§ Noyq r € approved under any conditions. Therefore
Saiq 4, -Dches had been approved in exceptional cases.
th f0i§ that was the policy the Comptroller's Of-
exat 80 far Owing at the present time and he assured us
ig tt1 as 85 the general problem was concerned he feels
&11‘ead the Board does, that the Transamerica group
arger than it should be, but he is basing

SER
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6

n
hig

brancpresent pPolicy of approving the establishment of a
00 otye €Te and there on the fact that usually there is
he &I‘ez facility in the community and no other bank in

hat wants to establish the additional office."

At 4y,

gy, i Point Mr. Clayton was called from the meeting to
Sp 8

te

Teng 1hone call and asked that Mr. Townsend complete a
rt o

n %

Mate " conference with the Comptroller. Mr. Townsend's
hent,

Wa
s SubStantially as follows:

n
tuﬂatemg}elre was complete agreement that it was unfor-
Yo e 8% the question of granting additional branches
the e Tansamerica group was the subject of comment in
ihgto *eI.‘S’ that when the articles appeared in the Wash-
Co ErEHlmeS-Herald last week they precipitated a press
troy e €€ at the Treasury by Secretary Snyder and Comp-
Telt thazf the Currency Delano, that the two officials
I)ublic they were being unjustly criticized in the
tny, ichr?ss and the whole incident created an atmosphere
1’;0111(1 notlll‘COHSidered statements might be made which
28 Cogpy, ¢ Wade in a more deliberate situation. While
tOr any ado%ler had been reluctant to grant authority
that the Utional branches, he referred to the fact
Dhe Wattg torney General had been asked to consider
G:l&no) hr °f a Sherman Act proceeding, that he (Mr.

lerg) ai‘d Participated in meetings with the Attorney
Which that matter had been discussed, and
o0, miOFRey General had mot been willing fo take
ththe t decision put the office of the Comptroller

at Nong I‘ex}cy in a position where it could not say
group a, POlistic conditions existed in the Transamerica
bi ission }}erefore he was not in a position to deny

Anch, 10 any and all cases to establish additional
by g Hla) particularly when strong representations were
© him from various sources that additional

ot D8 Paacqsy .
o wi 3cilities were needed which other banks were

4 1 :
'Itf‘p&rentlflg and could not be prevailed upon to provide.
beeasury s Vinson, while he was Secretary of the

., 8 éttold the Comptroller of the Currency he would
the co Yonger position if he had to defend himself
Wrts ir a limited number of branches were
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n ==
8ranteq t

h

® Voulg ahan he would be if he took the position that
n

efeppl_‘ove no branches whatsoever.

Nson andrrlng to the discussions between Messrs.
the Compt Eccles with respect to the 1942 agreement,
) Dlace wI_‘Oller's approach had been that if there was

o SulthOUt banking services, there was no other

lOcal prepply the services, and there was a strong
OFf1ce wossure for the establishment of a branch, his
tention tUId approve it. Mr. Clayton also called at-
hig d'ScuO the fact that Mr. Eccles' recollection of
Secre i S8lon with Secretary Vinson was that the
Vag g &ng himself had not taken the position that he
Vas sear. RiNg the 1942 agreement but rather that he
. limitelng concurrence of the Board for approval of
08 of tflumber of branches as an exception to the

at 1o , "€ agreement. Mr. Eccles had also stated
H°Wev ¥ 84 not concurred in behalf of the Board.
Comg, . > ¥he Comptroller of the Currency did not
SWteq ign that or say that the Board would be con-

"Dow the future,

%:liveredaig the end of the discussion, Mr. Clayton
folano reaq € two letters approved by the Board. Mr.
exrei N brg them and after referring to the subject of
brp&nsion Q?Chss expressed the feeling that the global
th&nches g Tl‘ar.lsamerica by the establishment of foreign
the eXP&nSiS as inconsistent with the policy of limiting

Ory, forcn 01? Transamerica as was the granting of au-
arg, 288 th&taddltional domestic branches, that the ad-
by a Ccayg Transamerica would have in the domestic

Wcheg ofe of the existence of a number of foreign
thenly by Otﬁhe Transamerica group would be felt very
ot domestic €r banks in that area, and that most of
"’heic ore branc.thes authorized by the Comptroller's
o e ey eat points where the deposits would be small
th Ve lay X'Par.lsion through foreign branches could be
f&it the 1&%18; dimensions. Mr, Clayton's response was
by 88ty . °r point was an important distinction so
e thet eapltal position of the bank was concerned
to Uiy e question involved in the Clayton Act pro-
oy S exte ixpansion in the West Coast area and only
8t 1nan It that foreign branches would increase

Emdpoin 0 that area were they important from the
Of the Clayton Act proceeding. Mr. Clayton

SER
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"di

BO&SdHOt tell the Comptroller of the Currency that the

Francisad not advised the Federal Reserve Bank of San
erio Of its decision on the applications of Bank

€ est Ca.National Trust and Savings Association for

n 20lishment of three branches in Germany.

ference - Clayton added that the atmosphere of the con-
Woulq .28 Very good and it appeared that Mr. Delano
he ¢, 0C€Tely welcome a defensible basis for limiting

o €T expansion of the Transamerica group. He
Board w.yton) had suggested that the letters from the
.lll afford him an additional means of Jjustifying
howeve tation. Mr. Delano's position and attitude,
be Ppre does not mean that further branches will not
W1y 1 °Ved but rather that any authorizations given

ny O0 the basis of necessity.
g hely Townsend told Mr. Delano that we would need
Yationg; 204 that of his office, particularly the Chief
'Distri Bany Examiner, in the Twelfth Federal Reserve
> in developing information to go into the record
0 he woearing on the Transamerica case and that later
indicategld come over and go over the matter. Mr. Delano
that he would be glad to cooperate."

Lig} .
0y "8 Mr, Townsend's statement, Mr. Clayton reentered the

Drep " '8Tdaman expressed the view that the Board should be
8
¢
a:'lelﬂic& LY dut the Clayton Act proceeding against Trans-
With
¢ o St Seeking the assistance of the Comptroller of the
Cy

D°1nt " °I‘ the Treasury. The reason for his position on this
effoitfhat the Treasury had not cooperated with the Board in
Mr‘ Var e Curb the expansion of the Transamerica group and
4 the ¢ dig not think the Board should expect cooperation
fut\l‘re_

s T .
°"isend stated that while it would be possible to

SER
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D the .
t, information that the Board would need from other sources,
Ould b
e .
k Ufficult to do so and he hoped that it would be possible
get, the Tnge
va’nt&ge

of g
Catg uch o Procedure, he said, would be that it would indi-

Tmation from the office of the Comptroller. The ad-

uri
‘6 "8 the hearing that the Board and the Comptroller were in
Uent . .
wi
*h respect to the Clayton Act proceeding.

T,
m&m Clayton made the further statement that he had urged
§ the

co

I%Qr Mference with the Comptroller of the Currency that the

Ssue
by N0 further permits for the establishment of branches
py, s
Poll
er T
%3&1 ®lterateq several times that he felt that the group
read
Y t .
JuStif 0 large, he did not indicate that he would feel
8

in the Transamerica group and that while the

hthere B departing rrom the policy that he had been following

It was Mr. Clayton's view, however, that fol-

%tto e "eCeint of the Board's letters he would be more resist-
eStabliShment of additional branches than heretofore,

Qf ¥ Clay‘to .
) N concluded with the statement that regardless
of

e
t%tth UNcertainties in the picture, there was no doubt
Omp;
1y Toller of the Currency was in accord with the Board's

the
R "atter and Mr. Clayton was confident that the cooper-

e
o °mptroller in the Clayton Act proceeding would be
1ng
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At
- the conclusion of the discussion, Mr. Vardaman suggested

€xc erpt fr . f . . the
Pire om the minutes of this meeting covering con-
Nce

"1th the Compt, o t to each of the
%“Ht mptroller of the Currency be sen o ea

e
®TS of the Board so that they would be currently informed
i
velopments_

This suggestion was approved unani-
nous1y. gg pp

Mr,
V%y ClaytOH made the further comment that Mr. Delano was
Iy

Q%t&rt “Oncerneq about the appearance in the press of the re-
Qﬁm e Telating to branches of the Transamerica group and

® Strong opinion that it was important that no further
on regarding the matter be given to the press.

it 4 At the conclusion of the discussion

Veloas understood that any further de-

POrtzgents in this situation would be re-
to the Board by Mr. Clayton.

V.
S%%mb 8rdaman stated that at the meeting of the Board on

D%mmed > Which would be the first meeting after Labor Day, he

Q
8
%%1 Sk for a yote on a motion which he would make at that

© the
%“r Sffect that reserve requirements of all classes of

b
%Nslmi o increaseq as follows, effective as of a date or
ater than October 1, 1948:
Net demand deposits .... 2%
Time deposits .......... 1-1/2%
“kht Vardaman stated that he was bringing the matter to the

On
of
the Board at this time so that the members might be
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b, L
MEQO
f .
his proposed motion and be prepared to vote on it at

8
meeting on
ot 4 September 7. He also said that with the permission
® Boarg .
Sagy € would ask the Secretary to send a memorandum to

DleInb e
T
% Of the Board (including all absent members of the

a.l‘d_t
80 th&t

) th&t

0 Who
™ the memorandum would be sent by registered mail)
the
y .
Would be informed that the motion would be made and
the
y Would be prepared to vote on it.

.y
%”s 8daman's comment was discussed in the light of the
) . Previ,
rurther

inCre .
Wy, 8se in reserve requirements on September 7, and

Usly made by the Board to take up the matter of

the 14
the 18ht of the letter addressed to the Secretary of
EQSUry
n%tm °D August 11 in which it was stated that at the
EQti
thnof "8 after Labor Day the Board would take up the ques-

& furthe,. .

Qﬂt her increase in member bank reserve requirements
at .

SW%r hat tipe Chairman McCabe would advise Secretary

ag

O g

%ﬁonw : MY action contemplated by the Board. Mr. Vardaman's

0

c
Qtnm Oftemplate that there would be a vote on the motion

Ce

0 in

tag & of the Board on the morning of September T, that
s CCabe 5 ’

mmﬁte Ould then inform Secretary Snyder of the con-
? i

QX‘t()f On, and that upon receipt of Chairman McCabe's re-
by Co

ey WVersation with Secretary Snyder the Board could

€o
mdbe 1 Septemper 7, 1948, whether the contemplated action

SER
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M. Clayt L
“& yton stated that he would not want to indicate at
ty

me .
tyy het action should be taken on September 7, as the de-
on g
ulq
depend on conditions at that time.

hEre wasg . .
R&mﬁr & discussion of statements by Messrs. Young and
W

ith
g Tespect to the present business and credit situation

e
‘mtlnue a1 .
Q%r bflationary pressures and Mr. Vardaman made it
that
t

h
“St ® Teason he was bringing the matter up at this time
0

inpg
m
%hgn *he members of the Board that he would make the
at
e )
Beeting on September 7 and would ask for a vote

At the conclusion of the discus-
1t was agreed unanimously that
s ;Vision of Research and Statis-
ren2UId prepare the necessary
g wh.memoranda containing informa-
Y the 1ch would have to be considered
Board in reaching a decision on
ey Ziegtion of a further increase in
& no bank reserve requirements, that
rs O?OTanda would be sent to the mem-
for tthe Board to be read by them
So he meeting on September 7, 1948,

Sion
the p

thetiat any member who did not attend
Submiietlng could, if he wished to do so,

meety his views for presentation at the
Tang U€. It was understood that a memo-
the I would be sent to each member of

of Mroard by the Secretary informing them

Vardaman's proposed motion.
3 .
0%dg " “danan raised a question whether the terms of the

EWR
e .
8ulation W, Consumer Instalment Credit, were as
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Y

stricth,e as they

4 should be in the existing inflationary situa-

0
mw.whether ato .
%& ps should be taken to tighten the regulation.

er .
the Was discussed and was referred to Mr. Clayton, in
Sence
0
T e, Evans, for recommendation to the Board.
At thi
18 point Messrs. Hammond and Young withdrew from the

L‘IEQting

W,
o S reported that yesterday a letter was received from
Ogey

m ‘which

tw
by 85 stated that in connection with an official inquiry

Sc.
» Chier Counsel for the Senate Investigation Subcommittee,

Con
: Uct
% ®d by the Committee it would be appreciated if the

Srq
W
d e .
Ay Permit Bellino, of the Committee's staff, to ex-

&
pErs .
t%tt Onnel file of Lauchlin Currie. It was also stated
&
pErsO
t”%d fnel file of Mr. Currie had been reviewed and con-
0

Yoyut<
byt Utine personnel matters and that the question raised

S

Teque

8t

melbv Was whether a strictly personnel file came within
a

db%ti " OT the President's directive of March 13, 1948. The
QQ&HO Plateq that any subpoena, or demand, or request for in-
* TePOTts, or £iles relative to the loyalty of employees,
ey, o Sources other than those persons in the executive

L . fe Government, who are entitled thereto by reason of

T

Hlal dutieS; shall be respectfully declined on the

8
of
the
di .
rectlve, and that the subpoena or demand or other

SER
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~Thi-
T
gt Shoyy
- d be referred to the office of the President for

Tespo
n
1 ¢ as the President may determine to be in the pub-

¢
Qtere
st 3
10 the particular case.

i The request from Mr. Rogers was
tionus§ed and it was agreed that ac-
S With respect to it should be

o gred until Messrs. McCabe, Eccles,
o Vans could be informed by Mr.
Coulgzak of its receipt and the Board
might Consider any comments that they
it have to make in commection with

At 4
- his point Messrs. Riefler, Vest, and Townsend with-
4 ty,
e
%mhm 8Ction stated with respect to each of the matters
fte

Sy

T oset forth was taken by the Board:

w”ﬁl inutes Of actions taken by the Board of Governors of the
Serve System on August 23, 1948, were approved unanimously.

e Tandun dgteq August 23, 1948, from Mr. Bethea, Direc-

& Wision of Administrative Services, recommending that

&I‘y . -
My, 8Ppointment of Clyde D. Divers, a laborer in that
n

€e
%MQe Xtendeq on a temporary indefinite basis, without

§ r 3
Yy * Divers would become a member of the Federal Re-

Pet
1r6ment System

Approved unanimously.

SER
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Let
3 ter to Mr, Sproul, President of the Federal Reserve
OF Ney
Tork, reading as follows:

DmmldThe Board approves the payment of salary to
eperiédC&meron as Assistant Vice President for
Lugiye August 16, 1948 to March 31, 1949, in-
15 the o &t the rate of $12,000 per annum, which
r%mrte &Fe fixed by your Board of Directors as
10 your letter of August 19, 1948."

Approved unanimously.

Lett

e
teR T to Mr. Koppang, First Vice President of the Fed-
&

SErve
Bank of Kansas City, reading as follows:

n
}hlyoushi Board approves, for the reasons outlined
ay g, tetter of August 19, 1948, payment of sal-
pﬁ‘&mnm{ Albert M. Stannard at the rate of $4138.80
I through December 31, 1948.
oot 1s hoped that arrangements will be made to

ze”n in 4 Stannard's retirement at the end of the
$tirey Order to adhere more closely to the general
€nt policy. 1

Approved unanimously.

A ;%ﬁyy//x/ /. Va
oy “*”\/f Ao S
s Ny L\ 7 Secretary.

SER






