M inut &
®3 of actions taken by the Board of Governors of the

Pogey
al ReSSI‘ve SYStem )
%tiﬂth on Tuesday, November 23, 1948. The Board
e
Boarq Room at 10:30 a.m.
PRES
W ?nlhwme,mmhmm1
Mr. Beeles
Mr. Szymczak
Mr, Draper
f?r- Evans
Mr. Vardaman
Mr. Carpenter, Secretery
Mr. Sherman, Assistant Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Bosrd
Mr. Riefler, Assistunt to the Chairmen
Mr. Smead, Director of the Division of
Bank Operations
Mr. Thomss, Director of the Division of
Research and Statistics
Mr, Vest, General Counsel
Mr. Young, Associate Director of the Di-
vision of Research and Statistics
Mr. Leonard, Associate Director of the
Division of Bank Operations
Mr. Horbett, Assistent Director of the
. Division of Bank Operations
reng
u{ldel'date ® V3S made to g memorandum from Mr. Smead prepared
J() Ova
%tmeﬁ;n Vember 22, 1948, pursuant to the discussion at the
of
%%E N gy *he Boarg and the Presidents of the Federal Reserve
Sy TS, 198 ined i
) » conceraning the proposal contained in the
3

rof

NeBa Octobey 22, 1947, to the Presidents of all Federal
at

3m11 Member banks having a daily average of more than

S
Pa ;
Yable i the territory of another Federal Reserve
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B s
°F brane
h be requirsd either to route such items direct or sort

8 h
t t el]l Separa.t 5 x
vly~ The memorandum stated that the number of

8 de,
Positj
Mg With Federal Reserve Banks a daily average of more

S payable in the territory of anotner Federal Re-

or p . )
at g ass
that t urqnceb had been received from several of the 36 banks

Qey Wou ulg beg

of the Ve i1 sending direct in the near future, and that most
"Splitn “ing ¢ases involved items payable in States waich were
) Feder e Federal Reserve districts, particularly in tne Chi-
Oang coneur Reserve District., The memorandum recommended that the
me@tln 0 the action of the Conference of Presidents at its
presidents. e Ly 1948, in approving a recommendation from the
Py be ference's Committee on Operations that the Board's pro-
) RQSEME ffe‘3'°“ated with the understanding (1) that the Fed-
E 1‘011+ dlr ks Would continue their efforts to get member banks
Bga’d w°‘11d et 1n all cases where the volume warrants; (2) that the
1\Qpc’l“csx W b Federal Reserve Banks at least once a yeer for
TQE hey *Rect to the failure of member banks to route dirsct
::‘bito : ally average of more than 200 items peyable in the

&

Anoth
e, °F Federal Reserve Bank or branch; and (3) that

Situat- oxt Teporsg
L von “S Wers received, the Board would again review the

I‘eS .
&tann Pect to items drawn on member banks located in
S
ST
®Te was attuched to tae memorandum a draft of

Serve Banks outlining the procedurz proposed

ec
Ommenda-tiOn .
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3

They
e : s 3 .
%ih Was a discussion of the memorandum, in the course of
¢
+ Ece
Sy les Suggested that the question whether member banks
4

diree
% 2o t-senq should not be left optional with them, but that
eral
® Tequiring such procedure eventually should be estab-

) aJld tﬁlaft il](ii
“hich i

lish
&d
vidual exceptions be made in any instance in
8DDeape

*Y8Ted that it would be undesirable to require a bank to

He al
Q%?%d S0 Suggested that the Federsl Reserve Banks be re-

O re ;

. porg gt Intervals of approximately three months as to
gI'ESS bet
®lng made in getting the remaining banks to direct-

1temg

> 8nd that they be informed that the Board would ex-

Hhay thin 5 Year th } nould be able to determi
her« e Reserve Banks sho e able to determlne
L er

Q
~ er - . L 1,
ne&mnp ® any cases in which exceptions should be made to

Echpo? motlon by Mr. Draper, Mr.
una"?s suggestions were approved
. mously, with the understanding
r&ftMr- Smead would revise the
o letter to the Presidents of
i Fe?eral Reserve Banks along the
T ®8 indicated in the discussion.
Sra

* W
" 194 ° Presented a memorandum from Mr. Vest dated November

) Sty
e utin
qui 8 that tpe Economic Cooperation Administration had

a

Bk Sury that it desired to establish a procedure where-

A’Qn Qll’j_ties

of ty °f the Federal Reserve Bank of New York, as Fiscal

L ® Unit,q
%Sdrmm *d States, would be utilized in the payment of

QNMt “Conomic Cooperation Administration by partici-
Tie
8

> 8nd thay i response to a letter from the Treasury
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the 4=
Fedep
al R
" ®8erve Bank of New York had suggested that, in view of
Ssibiyy
Ty % that the arrangement might deprive commercial banks

i
ety °h they were currently performing for the Economic Co-
0

dr&fts ¢ Bank would perform be limited to paying
¥m g .
D the Uniteq States to the order of domestic suppliers.
T+ Vap
by cirgy deman stated that he had requested that the memorandum

teq
ata *0ng the members of the Board prior to consideration

EQtl
0g be
s'cqn(:e Cause it appeared to him that this was another in-

pPivate " h 4 Goverament, agency was proposing to encroach on
' stl‘on s lness’ that he was opposed to such encroachment, and that
s‘el’viceg AVoreq the suggestion made by the New York Bank that its
Detit‘on o imued in such a way as to avoid as much as possible com-
. ¢ Commer. cial banks.
0 g
E Loy SCussion of the matter, Mr. Vardaman said that he under-
ey oy > Setion Was called for by the Board at this time, but

m“ nt d he rec + 1 =
“'omd ord to show his objection to any arrangement

HCrOach o
N the proper activities of commercial banks.
4§ Sre
vy Sace
berS 85 then made to a memorandwa from Mr. Leonayd dated
f 1943
43
1\ang‘fment; o Tespect to a suggestion by Mr. Vardamsn that
neq
ive b g Whereby representatives of Reserve Banks, on a
%, Sig
LY Y Woulq
£ By Participste with representatives of the Divi-

0
0
be ®rationg in tne f o . s
ield surveys which the Division makes




" gy Operati ”5-
e Dropc,Sal . lons of Reserve Banks. The memorandum stated that
Ragq Vith th P e adopted if satisfactory arrangements could be
B fnp ® Reserve Banks end it sugzested that the matter be taken

Ol'mall

¥ Wi X - :

ﬁittee 1th the Cheiruan of tne Presidents' Conference's Com-
on

Ope .
rati .
onS to determine whether such arrangements could be

made‘
o v
ard
beaet‘iCi 1 4M2n stated that he felt such arrengements would be
t: to
h
%‘Qd he ® Reserve Banks in that representatives from one Bank
Ve
N o y
ebﬂtin D FPortunity to get the benefit of observations of op-
To
M e in other Reserve Banks.
L, S
€3,
d stated that he comcurred in the suggestion.
: Following a discussion, upon
20tlon by Mr. Vardaman, the pro-
wedure proposed in the memorandum
Bep 8S approved unanimously.
L T8 thy .
R 8o S meeting there had been sent to each member of the

bt a
% respect femorandum dated November 9 , 1948, from Mr. Smead
¥y 0 1g .
R 8 T8er additions to the contingent reserves of Fed-
8\

¢ Bany
S .
. ¥hich was discussed at the meeting on October 27,
ti emo
O Tang
)18 ang 5 W stateqd that, in view of present market condi-

he 004
Supy Policy of the Federal Reserve System with respect
r
of
0“%1% £ the Government bond merket, it would not seem un-
o

r
% *he Federay g i i hei
et . T eserve Banks to build up promptly their
e

e

S
I’V‘es
gy Yo a point equal to the premium account, that
on n

Ve -
Timent gecurities held by the Federal Reserve
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o

" 194::::3:1’81‘ 3, 1948, anounted to $83,863,000, that at the end
“%dtOSudles for contingencies (assuming $15 million would be
%mdtohd.$ Teserves fronm the last quarter earnings of this year)
erg 4 o8 Million, and that if additions to contingent reserves

Mtiny
ed .
Sugy 3t the rate of $15 million a gquarter the total of

mmmo € end of June 1949 would exceed the present pre-
n sec“rities

ﬁ“mm With respect to the question whether such ad-
. Shouy 4
s%ad be Placed in the surplus accounts of the Reserve Banks
of be;
in x
sﬁmait § carrieq ag reserves for contingencies, the memorandum
t

& Murthep ;
e%wgo M€ increase in surplus would necessitate reducing
D

‘ Per gey
hﬁtir b the portion of net earnings payable to the Treasury,

t rat.
ablee0 10 were reduced it would no doubt occasion consider-
3 in ¢ :
% St ¢ fle financial press, and that for the present it would
th‘)u 0 continue th . .
ght € practice of adding such amounts as are

esip
able
to Contingent reserves.

B
Ccleg stateq that
the&m 198, o

Ouny, ° W88 a strong feeling in favor of increasing
Dy Withy
y'fhe eld by th ] oo .
ntst e Federal Reserve Banks before making the

at the meeting with the Presidents on

e
Tarn
% Hhe iy S8Sury, that he felt the reserve should be brought

of ¢ ; s .

1 the Premium on Government securities as quickly

% ®) thy
N ]

t
N s the Premium on securities purchased by the System
W, . Tgely fron
by, - Shop
Qv,.y t.

d%mnd T Tate to advance as it should do in & period of
i

the fact that the Treasury was unwilling to

Cred; 5
®dit which caused the intermediate issues to sell




.

at as long as the System was under obli-

thnp Se such issues it should be in a position to offset
® Drany

s pa
frog Pald. e suggested, therefore, that there be withheld

ESere B
Sy s i farnings during the last quarter of 1943 an amount
lent
0 .
W B bring contingent reserves to the amount of premiums
rvg gy
st :
be trg M holdings of Government bonds and that the reserve

it
Sferred g
d°ing Surplus unless there was a valid reason for not

8o,
0 There was a di . N ~
Qul‘se of 1scussion of Mr. Eccles' proposals, in tne
Whiah
thn hlch 1t was i i
2 P"%id suggested that the matter be discussed with

T ¥ their joint meeting with the Board on December 1,

foll
owing WhiCh tha

)

Board would again consider the matter.

This suggestion was spproved
UWnenimously.

v
Pavs arq
e"lewin MAn referred to a memorandun dated October 19, 1948,
] r Oug
ederal R 48pects of the official personnel problem at the
¢ B
Wity i 8k of St. Louis prepared by Mr. Morrill in accord-

e &ct.
' g . Oon taken at the meeting of the Board on September
P

Q
Wggy g

A}

E‘)&bq leg of th }
e memorandum were sent to each member of the

at,
e of October 25, 1948.

r
v
" the al‘daman

ofpy Stated that there had been numerous discussions
Ce

r
Per
Sonnel of the St. Louis Bank at meetings of the
Pas
Prg t two years, that Mr. Morrill's memorandum had

a
Tesult of a suggestion which he (Mr. Vardaman)
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made

' f0d th .
the ¥ he felt that action tesken by the Board in calling to

&ttenti()n of th .
%)y € Chairman of the St. Louis Bank the need for

-8

8 the
Stogy Problens witn respect to the officer personnel would
g

then
th
® hangs of the Chairman and President of the Bank in

by
n s
lngabout changes i3

ch they had recognized were needed.

hi . _ ,
thﬂk s Connection Chairman McCabe stated that although he
s Davis, President of the St. Louis Bank, pursuant

ab erstanding bk .
letot e meeting on June 25, 1948, he had not been
a

%mlhewafiwith Chairnan Dearmont but had written him asking that
QMér cehln washington at the time of the forthcoming Chairmen's
meemdre ® take sucy time as might be necessary for discussion of
*ficer Personnel at the Bank.

Following a discussion, it was
€ed wnanimously that Chairman
&be should discuss the matter
asgilr' Dearmont when he was in

ai Ngton at the time of the next
t isrmEnts Conference. In taking
Chair o vion, it was understood that
meﬁtrm&n MeCabe would use his judg-
MOPriisnto whether a copy of Mr.
nisheal S memorandum should be fur-
he t to Mr. Dearmont before or at

lme of tne discussion.

agr
MCC
Wit

Bep
dateq °'S thig Meeti
Ovey, eling a copy of a memorandum from Mr. Thomas

er 22
fgg » 1948, entitled "Considerations Regarding Further
ESer .
YAt Ve Requirements" was sent to each member of the

My
* ECeleS'

ley, Suggestion the Secretary read the memorandunm,
&q

he .
basic economic situation and outlined prospective
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deyelo

o

Phien

1968
-9~

s
Wring the remainder of this year, during the first two

e
‘ weeks of Janua . )
tHy nuary 1949, and during the period from then un-

*d of :
e the fiscal vyear. The memorandum also discussed the
or i
, incy 3 )
twab ®3se in reserve reguirements and suggested alterna-
® Mroe
Ures
%%sir With respect to the timing of an increase in require-

Suc .
8 &ction should be taken.

Connectj :
t%tth ction with a statement contained in the memorandum
® Treq
Sy
Qreﬁr Y would continue during the remainder of this year
(3] s
; Uls
Yy, 5% the rate of $100 million a week while maintaining
n e
at
tmsSug the Federsl Reserve Banks, Mr. Vardaman asked whether
gestio
n
taq 4 Bad been discussed with the Trezsury. Mr. Thomas
et .
QfmeTr alked with Mr. Bartelt, Fiscal Assistant Secrestary
e&S
T ury
thﬁs » "o stated that while no commitment would be made
b ® th :
? Uy : ® Probabilities were that the Treasury would continue
yeﬁr a:La‘nces £ e i - :
. Or retiring bills during the remainder of this
Memggere was a general discussion of the
5 ac&?dum, and it was the consensus that
Sery tion with respect to a change in re-
mee Tequirements should be taken at this
Plirts but that the matter should be given
Oarger consideration at a meeting of the
. i on Friday, December 3, 1948.
) Ny
r S the g4 .
; 8 . discussion of the question of a possible increase
Oy, equire
Q%erlg ments, reference was made to a memorandum dated
) 191&8

> 8€nt to Chairman McCabe by Mr. Burgess, member of
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the -10~
Federal Advis
%nhx Sory Council from the Second Federzl Reserve District,

g g
gy, Proposal for g capital goods committee. The memorandum
Saq

® op h:n: it vas agreed that a copy should be sent to each mem-
°6rd for consideration.
:%re halrm&n McCabe reported that he had receivad a call from Mr.
irman of the Council of Economic Advisers, in which he had

Bt&te th&t

the .
PreSldent had asked him to serve as coordinator of

1s
d gye. :
aﬁngth U8gestions in comnection with the economic problems
GOVe
Uhthe foment.  Mr. yourse stated, Chairman McCabe said,

® Datter ,

fug, °T and would like to have him (Chairman McCabe) at-
ed th,

e that &pparently the meeting would be the first of a

q tin ,

“ﬁmsl 83 that, would extend over a considerable period to
{ ger
U q,

aynmtt 8¢ Policy problems as distinguished from current dey-
Ers .

At 4
N s Point y : ) .
g essrs. Riefler, Smead, Thomas, Vest, Young,
h ;
ety Withdrew from the meeting and the action stated

&
"y t 8¢h of the matters hereinafter referred to was
€ BO&rd.

Iy s
88 &ctions taken by the Bosrd of Governors of the Fed-

YSte

: " M on November 22, 1943, were approved unanimously.

¥y S8rapy t
) ° Mr. Purrington, Assistant Vice President of the

esnrve Bank

°f Chicago, reading as follows:
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e

"Re
Segg .o oL 18th. Board autnorizes your Bank not to as-

Pen
Itunoi alty incurreq by Merchants National Bank, Chicago,
Novey mhey , OF deficient reserves during periods endlng

€T 4 ang 17.n

Approved unanimously.
Co - oranduy dated November 22, 1943, from Mr. Vest, General
thhe ) ommending for the reasons stated in the memorandum,

utngr
‘2ed to serve as an advisory member of the Lezal

tee
a
o t, 2 PPointeq by the Chairman of the Insurance Comuittee
Sh I‘ESidents' c o
i1y onference to study the revision of the Loss

greeme
Ot of the Federal Reserve Banks.

Approved unanimously.

T§€cretany:






