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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Wednesday, September 29, 1948. The

Board met in the Board Room at 10:30 a.m.

PRESENT: Mr. McCabe, Chairman

Mr. Eccles
Mr. Szymczak
Mr. Draper
Mr. Evans
Mr. Vardaman

Mr. Carpenter, Secretary

Mr. Morrill, Special Adviser

Mr. Thomas, Director of the Division of

Research and Statistics

Mr. Vest, General Counsel

There was presented a memorandum dated September 24, 1948,

from Mr. Thomas submitting a letter dated September 17, 1948, from

President McLarin of the Federal Reserve Bank of Atlanta in which

it was stated that the directors of the Bank, at the suggestion of

the Chairman had voted to approve an exhaustive study of the probable

effects on the South of the Supreme Court's decision sustaining the

cease and desist order of the Federal Trade Commission against the

Use of the basing point pricing system in the cement industry, that

to carry out the directors' action the Bank had contacted Emory Uni-

versity to see if it could undertake the task, and that 
the Univer-

sity had assured it that it would be able to do so but that it would

be necessary to enter into a contract covering the costs of the work,

a reasonable estimate of which might be in the neighborhood of $25,000.

The letter also stated that before making the contract Mr. McLarin
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would like to know whether the Board would approve the Bank's ex-

ceeding its current research budget by whatever part of the cost

Of the study would be payable this year and would approve for next

Year the remainder of the cost as an addition to the Bank's 1949

research budget.

Mr. Thomas' memorandum stated that the Supreme Court deci-

sion raised problems of major significance, that a similar study

had been completed recently by the staff of the Federal Reserve

Bank of Boston using much essential information that had already

been assembled, that the research budget of the Atlanta Bank was

not large enough to do the job contemplated by the Atlanta direc-

tors since much of the basic information for the Atlanta project

was not yet available, and that in view of the economic significance

Of the study it was recommended that the Federal Reserve Bank of

Atlanta be advised that there would be no objection on 
the part of

the Board to the expenditure contemplated.

Mr. Evans stated that the recommendation raised the question

Whether studies of the problem were being made by other departments

or agencies of Government and whether the Board should authorize

such a study in the Atlanta District independently of studies that

might be made in other districts.

In the discussion which followed, Mr. Thomas stated that the

Federal Reserve Bank of Atlanta did not have the necessarY staff for
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such a study, that the decision of the Supreme Cou
rt was one that

would have different effects in different areas of
 the United States,

and that it was a problem which was particularly 
adapted for a study

on a regional basis.

The suggestion was made that, since var
ious areas of the

country would be affected by the decision, 
there were several Fed-

eral Reserve Banks that would be as much justifi
ed in making such

a study as the Federal Reserve Bank of Atlanta, 
and that if the

Problem was to be studied by the System it shou
ld be on a national

basis with such regional studies as might be 
necessary.

Mr. Thomas stated that, while in his op
inion the problem

was essentially a regional one, the Committee on 
Current Business

Developments was meeting at the Federal Reserve 
Bank of Boston on

October 16 and the question of this matter bein
g studied on a na-

tional basis could be taken up at that time. He also said that

Mr. Neal, Vice President of the Federal Reserve B
ank of Boston, who

was Chairman of the Committee, would be well 
qualified to head up

any group selected to plan and coordinate any 
research that might

be done by the System in this field.

At the conclusion of the discussion,

it was agreed that Mr. Evans would call

Mr. Neely, Chairman of the Federal R
eserve

Bank of Atlanta, by telephone and inform

him that the Board was sympathetic to a

study being made, that it would discuss

the matter with the Presidents while they
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were here next week, and that the Com-

mittee on Current Business Developments

which was to meet in Boston on October 16

would be asked to consider the matter and

make a recommendation as to how the study

should be carried out.

At this point Mr. Thomas left the meeting.

Mr. Vardaman referred to the decision made during his ab-

sence on Monday of this week to postpone this meeting of the Board

from the regular meeting time yesterday until this morning. He

stated that there had been a considerable amount of discussion of

the days which should be set aside for regular meetings of the

Board each week, that he wanted again to emphasize that since it

had been decided to hold meetings on Tuesdays and Fridays the Board

Should not make the time of the meeting subject to the convenience

of other people or other meetings, and that the meetin6s should be

held on these days.

the

Mr.

Following a discussion, it was agreed

unanimously that there would be no departure

from the practice of holding meetings on

Tuesdays and Fridays of each week except

by the unanimous consent of the members of

the Board, and that if a member of the
Board could not attend a meeting considera-

tion of any items on the agenda would be

postponed at his request for a meeting at

which he could be present.

Referring to the statement which he made at the meeting of

Board on September 21, 1948, Chairman McCabe said that when

Coleman, Administrative Assistant to the Chairman, called

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



1632

9/29/48 -5-

Mr. Giannini, President of Bank of America N. T. & S. A., at his

hotel with respect to the latter's calling on Chairman McCabe, Mr.

Giannini stated that he had to go back to the hospital, that it

was indefinite as to how long he would be in Washington, but that

he would call when he was able to come to the Board's offices for

a visit.

Mr. Townsend, Associate General Counsel, joined the meeting

at this point.

Mr. Townsend referred to a letter received from the Federal

Reserve Bank of San Francisco under date of September 22, 1948, re-

ferring to a request received from Bank of America N. T. & S. A.,

that representatives of that bank be permitted to inspect copies of

certain correspondence and other documents in the files of th
e Fed-

eral Reserve Bank covering the period from 1917 to 1921, 
copies of

Which had also been in the files of the national bank (as the suc
-

cessor to Bank of Italy) but were lost when the bank's headquarters

were moved. Mr. Townsend also said that the matter had been con-

sidered by Mr. Agnew, Counsel of the Federal Reserve Bank 
of San

Francisco, and by the Board's Legal Division, that it was no
t be-

lieved that the material covered by the request had any relation-

ship to the Clayton Act proceeding against Transamerica, and that

it was recommended that the request be granted,
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Thereupon, it was agreed unanimously

that a letter should be sent to the Fed-

eral Reserve Bank of San Francisco stating

that the Board had no objection to permit-

ting representatives of the national bank to

examine the documents listed in the enclosures

in the letter from the Federal Reserve Bank

consisting principally of copies of corre-

spondence between the Federal Reserve Bank

and the Bank of Italy (the predecessor in-

stitution to the Bank of America N. T. &

S. A.) in the years 1917 to 1921 relating

to the establishment of branches.

Mr. Townsend then stated that under date of Septe
mber 21,

1948, the Board received the following request from 
attorneys for

Transamerica Corporation:

"UNITED STATES OF AMERICA

BEFORE THE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYS
TEM

IN TRE MATTER OF

TRANSAMERICA CORPORATION

REQUEST FOR PUBLIC HEARING AND FOR CHANGE IN

PLACE OF REARING 

"SIRS:
"The respondent, by its undersigned attorn

eys, here-

by requests that the Board of Governors of the 
Federal

Reserve System order any and all hearings herein 
to be

public; order that the place of hearing be change
d from

the City of Washington, D. C., initially to the 
City of

San Francisco, California, wherein the resp
ondent's prin-

cipal office is located, its principal officers 
reside,

and its principal records are kept, and that the 
hear-

ings thereafter be adjourned to such places as 
may from

time to time be necessary, having due regard for 
the con-

venience and necessity of the witnesses whose 
testimony

may be required by respondent in defense against 
the

allegations of the Board.

"The reason for respondent's request for a 
public

hearing is that a great amount of publicity has 
already
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"attended the steps heretofore taken by the Board here-

in and such publicity has been and is likely to continue

to be irreparably injurious to the respondent and to the

banks in which respondent is interested unless the Board's

allegations and evidence and the respondent's evidence in

answer thereto are presented publicly.

"The reason for respondent's request for a change of

the place of hearing is that the acts alleged in the com-

plaint have taken place, if at all, in the states of Cali-

fornia, Oregon, Washington, Nevada and Arizona, and the

witnesses and records required to answer the Board's

charges are all located in those states. Due regard for

the convenience and necessity of the respondent, its wit-

nesses, and its representatives therefore requires that

the hearings be held at such places as will make it pos-

sible and practical for the respondent to produce its

evidence. This is particularly true in view of the

absence of subpoena power in the Board. It is believed

that most of .the witnesses and records which will be re-

quired by respondent are located in San Francisco, Cali-

fornia, which is the location of the respondent's prin-

cipal office, but until such time as the Board complies

with the respondent's demand for a more definite state-

and law asserted (dated and

1948) it will not be possible

exactly what witnesses and

to produce.
Yours, etc.,

(Signed) Samuel B. Stewart, Jr.

Samuel B. Stewart, Jr.

The Board of Governors of the

Federal Reserve System,

Washington, D. C."

(Signed) Hugo A. Steinmeyer 

Hugo A. Steinmeyer

Attorneys for Respondent

Transamerica Corporation,

300 Montgomery Street,

San Francisco 4, Calif.
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Mr. Townsend recommended that the request be denied for rea-

sons which he outlined in detail and following his comments he read

a draft of statement and order that might be issued by the Board in

the event it should decide to deny the request.

The matter was discussed and the considerations which would

enter into the Board's decision were reviewed thoroughly.

at

At the conclusion of the discus-

sion, Mr. Vardaman moved that the matter

be made a special order of business for

a meeting of the Board at 9:30 a.m. on

Friday, October 1, 1948.

Mr. Vardaman's motion was put by

the Chair and carried unanimously with

the understanding that Chairman McCabe

would be at liberty to discuss with

the Secretary of the Treasury, the

Comptroller of the Currency, and the

Chairman of the Federal Deposit Insur-

ance Corporation, the question whether,

from the standpoint of the possible ef-

fects on the banking system of the

country, the hearing should be public or

private. It was also understood that

the Secretary would call Mr. Thurston,

who was on vacation, and ascertain wheth-

er he had any comment on the same question.

Mr. Vardaman stated that he had asked that there be considered

this meeting a reply to a letter dated September 22, 1948, from

President Davis of the Federal Reserve Bank of St. Louis requesting,

for reasons stated in the letter, that the Board authorize the com-

pletion of the rehabilitation of the Nugent building on the basis

presented to the Board by Messrs. Dealmont and Smith, members of
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the executive committee of the Bank, on May 18, 1948, even though

the cost of the work should exceed the original estimate. The let-

ter stated that it was impossible to present an accurate estimate

of the excess cost above that previously approved by the Board but

that the best estimate was an additional $150,000 although the final

costs might be somewhat above or below that amount. The proposed

Board reply which had been circulated among the members of the Board

and approved before this meeting was as follows:

"Referring your September 22 letter, Board

will interpose no objection to your going ahead

with rehabilitation of Nugent Building as out-

lined, with understanding that cost will approxi-

mate $800,000 or $150,000 in excess of amount
authorized by Board in its June I letter."

Mr. Vardaman then referred to the report of examination of

the Federal Reserve Bank of St. Louis, made by the Board's examiners,

as of July 28, 1948, and particularly to the statement of the examiners

contained in the confidential memorandum submitted in connection with

the report that nothing had yet been accomplished toward meeting the

important and well recognized problems confronting the management

With respect to the reorganization of the head office official staff

as outlined in considerable detail in the confidential memorandum

in connection with the 1947 examination of the Federal Reserve Bank.

MT. Vardaman also referred to the action of the Board on September

15, 1948 approving a salary at the rate of $6,000 per annum for
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Mr. L. K. Arthur as Assistant Manager of the Louisville Branch of

the Federal Reserve Bank of St. Louis.

Mr. Vardaman stated that, in view of Mr. Arthur's record at

the Bank, his appointment as an officer of the Louisville Branch was

a very undesirable one, but that since the other members of the Per-

sonnel Committee had approved the proposed salary before the matter

came to him for consideration, he also approved it for the reason

that he had previously called attention to the unsatisfactory situa-

tion of the official personnel at the Federal Reserve Bank of St.

Louis but that nothing had been done by the Board. He also said

that, if the other members of the Board were satisfied with the

situation at the Bank with respect to the official personnel, he

was not going to continue to object to no action being taken to

correct it, but that he felt strongly that such action should be

taken.

Mr. McCabe stated that in accordance with the action of the

Board on June 25, 1948 he had arranged with Messrs. Dearmont and

Davis to come to Washington for a discussion of the personnel situa-

tion at the St. Louis Bank, but that it had developed that Mr. Dear-

mont could not make the trip. Chairman McCabe said that he told

MT. Davis, when talking to him about the matter a few weeks ago,

that the Board was not satisfied with conditions at the Bank, and

that something should be done about it. Mr. Davis responded, Chair-
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man McCabe said, that he had told Mr. Hitt that he would have to

look for another position, that Mr. Hitt was serving as president

Of the Rotary Club of St. Louis for a term ending in June of next

year, that it would be bad from a public relations standpoint for

him to leave the Bank while he was in that position, and that it

was planned he would leave after the end of his service as president

of the Club.

In the discussion of the further action that might be taken

by the Board, Mr. Eccles suggested that the Board should review the

conditions at the Bank that should be corrected and that after the

Board had considered the whole problem it should ask Messrs. Dear-

TrIont and Davis to come to Washington for a full discussion and de-

termination of the necessary corrective steps.

This suggestion was unanimously agreed

to and Mr. Morrill was requested to prepare

a statement of the various aspects of the

official personnel problem at the Bank that

should be considered by the Board with the

understanding that the statement would be

placed on the docket for a meeting of the

Board in November after Mr. Vardaman re-

turns from his vacation.

At this point Messrs. Vest and Townsend withdrew and the

action stated with respect to each of the matters hereinafter set

forth was taken by the Board:

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on September 28, 1948, were approved unani-

mously.
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Letter to to Mr. Brainard, Federal Reserve Agent of the Federal

Reserve Bank of Cleveland, reading as follows:

"In accordance with the request contained in your

letter of September 24, 1948, the Board of Governors

approves effective October 1, 1948, the payment of

salaries to the following members of the Federal Re-

serve Agent's staff at the rates indicated:

Name Title
Head Office 

Elmer F. Fricek Alternate Assistant t4,300

Federal Reserve Agent

Cincinnati Branch 

W. H. Marsh Federal Reserve Agent's 4,000

Representative

H. H. Ostendorf Federal Reserve Agent's 4,700

Representative
Pittsburgh Branch 

Wm. J. Cosgrove Federal Reserve Agent's 3,600

Representative

Gordon M. Trow- Federal Reserve Agent's 3,780"

bridge Representative

Approved unanimously.

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

Chicago, reading as follows:

"In accordance with the request contained in Mr.

Meyer's letter of September 24, 1948, the Board 
of

Governors approves the payment of salary to Augus
t

J. Pettke, Federal Reserve Agent's Representative
,

Detroit Branch, at the rate of $5300 per annum."

Approved unanimously.

Telegram to the Presidents of all Federal Reserve
 Banks

reading as follows:

"Re Regulation W. The Board is giving out at 3

p.m. E. S. T. for immediate release the following press

statement with respect to certain pre-September 20 ar-

rangements. The statement is not intended to change
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"in any way the approach indicated in the Board's tele-
grams of September 2 and 8 on this subject but is de-

signed to correct misunderstandings that have appeared
in the press. You are of course at liberty to make

such distribution and use of the statement as seems

desirable to you in your district, but the Board is

not suggesting that it be sent to all Registrants.

"The Board has been asked about the application

of Regulation Y -- Consumer Instalment Credit -- to

extensions of credit where arrangements of some kind

for the instalment sale of an article subject to the

regulation were made prior to September 20, 1948, the

effective date of the regulation, but where the trans-

action was not actually completed in all respectb un-

til after that date.
"The regulation by its terms applies to extensions

of credit made on or after September 20. Accordingly,

its applicability depends upon the date the extension

of credit is made, not the date arrangements for the

credit are made.
"There are many circumstances in which the ques-

tion can arise and the determination of the date of
extension of credit would depend on the circumstances
of the case. The most frequent inquiry has been in
conaection with instances in which all details of an
instalment sale of an article subject to the regula-

tion have been completed before September 20 except

delivery of the article. In such a case where deli-

very is the only uncompleted detail, the credit would

have been extended prior to September 20 if the seller,

prior to that date had physical or constructive pos-

session of the particular automobile, refrigerator,

or other item, and had set it aside, or identified it

on inventory records or otherwise, as the article in-

volved in the deal in question. The postponement of

delivery may have occurred for any of a number of

reasons such as the customer's desire to have the

article delivered later to a home which he did not

then occupy or the time necessary for the seller to

deliver the article from the warehouse on his regu-

lar delivery schedule.
"Another type of inquiry related to instances in

which a particular article in the seller's possession

has been identified or set aside as the one involved

in the transaction and all other details have been
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"completed before September 20 except the down payment
which the seller required under his own credit terms be-
fore he would go ahead with the deal and make delivery.
In this case, the extension of credit would not have
been made before September 20 and it would be subject
to the regulation."

Approved unanimously.

Letter to Mr. Herbert E. Kirmmse, President, National As-

sociation of State Small Loan Supervisors, Room 1904, 270 Broadway,

New York, New York, reading as follows:

"The Board's Regulation W relating to Consumer In-
stalment Credit which was issued under the authority of
Public Law 905, enacted at the recent special session
of Congress, became effective September 20, 1948.
Copies of the Regulation and of the Board's press re-
lease dated August 19, 1948, regarding the Regulation
are enclosed. Additional copies of the Regulation may
be obtained from any Federal Reserve Bank or Branch.

"It seems clear that effective and uniform enforce-
ment of the Regulation throughout the country is es-
sential to accomplish the purposes of the law and in
fairness to the consuming public and to those subject
to the Regulation.

"To that end and in order to avoid duplication of
investigations, the Board is seeking the cooperation of
the State and Federal banking agencies in the enforce-
ment program, an outline of which is attached. Mr.
Leonard has reported to the Board his recent conversa-
tion with you on this matter and the Board appreciates
your offer of cooperation. The Board has received as-
surances of cooperation from the Comptroller of the Cur-
rency, the Federal Deposit Insurance Corporation, and
other Federal agencies having supervision of lenders
subject to the Regulation. A letter similar to this
has been written to Mr. Rapport, President of the Na-
tional Association of Supervisors of State Banks.

"Under this program the Board would like to have
the cooperation along the following lines of the
various State SmAll Loan Supervisors with respect to
institutions subject to their supervision and to their
periodic examination:
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"1. The examiners to take appropriate steps in

their examinations to promote understand-

ing of, and compliance with, Regulation W

and to determine whether violations of

the Regulation exist.
"2. If violations are discovered, which in the

opinion of the representatives of a State

Small Loan Supervisor are inadvertent, his

representatives to take steps to obtain

correction of the violations along the

lines which it is contemplated will be

taken by the Federal Reserve Banks in simi-

lar circumstances under section II-A of the

enclosed Outline of Enforcement Program;

and
"3. If violations are discovered, which in the

opinion of the representatives of a State

Small Loan Supervisor are apparently will-

ful and steps should be taken to determine
whether penalties should be prescribed,
his representatives to report the facts
in the case to the Federal Reserve Bank
of the district in which the apparently
willful violation occurs or to the Board

of Governors.
"The procedure regarding treatment of violations of

the Regulation as stated in the attached Outline of the

Enforcement Program, which has been prepared for the Fed-

eral Reserve Banks, has been cleared with the Department

of Justice.
"We shall appreciate it if you will bring this re-

quest to the attention of the supervisors of the depart-

ments represented in your Association. In carrying out

the program, we would like to have representatives of

the various State Small Loan Supervisors and appropriate
representatives at the various Federal Reserve Banks
maintaim close informal contacts in order that the Fed-

eral Reserve Bank representatives may be of all possible
assistance to the supervisors in their cooperation with

us in this matter.
"Needless to say, the Board desires to maintain

close cooperation with the National Association of State

Small Loan Supervl_sors and will welcome any opportunities,
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"formal or informal, to further our mutual interest in
promoting and maintaining sound credit conditions."

Approved unanimously.
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