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Minutes of actions taken by the Board of Governors of the
Pede,,
"41 Reserve System on Vednesday, December 22, 1948. The Board

ket in
the Board Room at 10:35 a.m.

PRESENT: Mr. McCabe, Chairman
Mr. Szymczak
Mr. Draper
Mr. Evans
Mr. Vardaman
Mr. Clayton

Ittg,
aek

rx. Solomon to present the proposal recommended by that

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Board
Mr. Riefler, Assistant to the Chairman
Mr. Thomas, Director of the Division of

Research and Statistics
Mr. Vest, General Counsel
Mr. Leonard, Associate Director of the

Division of Bank Operations
Mr. Young, Associate Director of the

Division of Research and Statistics
Mr. Solomon, Assistant General Counsel

Mr. Evans stated that this morning he and Mr. Clayton met with
the

staff

to f 
group on Regulation W, at which time consideration was given

.he r__
'I'm of legislation to continue the authority of the Board

Of
-Are

-Liors to regulate consumer instalment credit, and that he

14.

1? 48 done on the careful preparation of a draft of bill which
otlid

Mr- Solomon stated that last year a considerable amount of

gllant permanent authority to the Board of Governors to regulate
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instalment credit, that copies of the bill were sent to the

Ch4iI'nft of the Banking and Currency CoLzaittees on June 5, 1947, and
to

he Chairman of the Joint Committee on the Economic Report on

13ecelliber 9, 1947. He said that a group of the staff had given the

t a detailed review and that at the meeting of the staff group
With 14

the b

lioarra
Eks its recommendation for legislation on the subject. The

Pal change in the draft, he said, would be to delete the sub-

eeetin„
-- of the bill which set forth in detail the authority of the

-4 th respect to enforcement and to incorporate such authority

b
rlef reference to similar provisions now contained in the

4euri

ties Exchange Act of 1934 as was done in Public Law 905 grant-

assrs. Evans and Clayton this morning it was concluded that

With certain minor changes, might be submitted by the

ernPorary authority to the Board to regulate consumer instalment

Mr. Solomon made the further statement that in a discussion

A bill with members of the staff of the Council of Economic

tilleera it was agreed that the bill, like other legislation to be

Pr°P°8eci by the President, should state the reasons for the legis -

144°11 and should not base the authority on existing executive

(51'41I Or legislation. He added that if the Congress should not be

11141144"0 Pass consumer credit legislation in this form, it wouldhe

lieee3aar3r to have alternative drafts of bill available which
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he along the lines of Public Law 905 with certain changes that

l'°111d be necessary if the authority was to be made permanent.

Mr. Evans stated that the office of

the Chairman of the Council of Economic

Advisers, who was assembling the drafts

of legislation to be proposed by the

President, had asked that a draft of

consumer credit legislation be submit-

ted not later than tomorrow, December

23, and that, therefore, he would move

that the Board approve the draft of

bill as outlined by Mr. Solomon with

the understanding that alternative

drafts of legislation as referred to

by the latter would be prepared later,

together with a statement of the rea-
sons why the legislation should be
adopted.

Mr. Evans' motion was gut by the
Chair and carried unanimously.

Chairman McCabe referred to the three statements approved at

themeeti4g of the Board on Friday, December 17, 1948, with respect
to le

gislation to be proposed by the Board which would grant 
additol

-

on this subject suggested for inclusion in the State of
the uilion

authority to the Board of Governors to increase reserve 

and which would be applicable to all insured banks. The

etatetent

message was as follows:

"Adequate means should be provided so that monetary
:Uthorities may at all times be in a position to carry
-81ilt their traditional function of exerting effective re-
pel'aint upon excessive credit expansion in an inflationary

cx1 and conversely of easing credit conditions in a
e of deflationary pressures. To this end, particular-

Go in view of the need for maintaining support of the
';'ernment bond market, it is essential that Congress
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' the

sAecific proposal that the legislation apply to all insured

'31' whether it would be interpreted as a proposal that the

4g184.1.,
.-Lon apply only to member banks.

In the course of the discussion of this question, the sug-

d Paragraph for inclusion in the President's Economic Report
krIci

the
outline of legislation on reserve requirements needed by the

Governors, as approved at the meeting on December 17, 1948,

read.
b(irtita

110e.rci

44tene
-e of the paragraph would leave the way open at a later date

12/22/48
-4-

Promptly provide the Federal Reserve System with supple-
mental authority covering reserves of the banking system.
In order to be equitable, such supplemental reserve re-

must be applicable to all insured banks."

Chairman McCabe stated that during further discussions of
the

matter since the meeting on December 17 the suggestion had been

t
in order to avoid raising a controversial question in

tate of the Union message, the paragraph be amended by deleting

Ilet sentence thereof.

In the ensuing discussion, during which Mr. Evans left the

the 8

the

leStin„
uo keep another appointment, it was agreed that the question

reaemt d by the suggestion was whether the deletion of the last

It was the consensus that if the reference to insured

48 contained in the suggested paragraph for the Economic Reportkete

tL etained in that paragraph and the paragraph was included in
Ale teo

11°Irlio Report there would be no objection to dropping the last
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sktellee of the paragraph prepared for inclusion

Tilltorimessage.

Mr. Draper

4".8111.7 would be

181ation 
proposed

Lellt 
discuss the

Sqder af

in the State of the

suggested that, inasmuch as the support of the

necessary to the approval by Congress of any leg—

by the Board on this subject, Chairman McCabe

three statements with Secretary of the Treasury

ter which the Board could consider the matter again.

It was agreed unanimously that this
procedure should be followed, that Chair—
man McCabe would try to make an appoint—
ment with the Secretary of the Treasury
for that purpose this afternoon, and
that if he were able to do so there
would be a further discussion of the
matter at the meeting of the Board to
be held tomorrow at 10:30 a.m.

Mr. Vest stated

k°11%-te Advisers working with the Chairman of the Council in assembl—

that members of the staff of the Council of

tn".e drafts of legislation for the President's program had asked

of the draft of legislation on reserve requirements not

44t'than 
tomorrow,11/41 beeri

Prepared in
with

such 
changes

4DAtoved at th.e meeting

th 

41%rill 
que

stions that would

draft could be 
put in final

December 23, and that, while a draft of bill

the same form as that prepared by the Board last

as were necessary to conform to the statements

of the Board on December 17, 1948, there were

have to be decided by the Board before

form.
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It was agreed unanimously that copies
of the draft bill and cuestions referred
to by Mr. Vest would be sent to the mem—
bers of the Board and that the matter
would be discussed at the meeting to be
held tomorrow at 10:30 a.m.

At this point Messrs. Riefler, Thomas, Vest, Leonard, Young,

8°10mon withdrew from the meeting and the action stated with re—

to each of the matters hereinafter set forth was taken by the

karcit

Minutes of actions taken by the Board of Governors of the Fed—

411i3t, afi
Assistant to the Chairman, recommending an increase in

t4 ta

orrice

oral 4
serve System on December 21, 1948, were approved unanimously.

Memorandum dated December 17, 1948, from Mr. Coleman, Ad-

8ie salary of Otto H. Branic, a messenger in the Chairman's

2 fr°M $2,498.28 to $2,573.52 per annum, effective December

4'1948.

Approved unanimously.

Memoranda from Mr. Thomas, Director of the Division of Re-

13e4r1d Statistics, recommending increases in the basic annual

:18,ries of the following

rrIbez. 26, 1948:

or
b4t

Name
Lorman Trueblood
Clarke L. Fauver
Dorothy I. South
Mrs. Genevieve

Gilardi Duarte

employees in that

Title
Economist
Economist
Economist
Clerk

Division, effective

Salary Increase
From

$6,235.20
6,235.20
4,228.80
2,799.24

To
$6,714.00
6,714.00
4,479.60
2,949.72
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Approved unanimously.

Letter to Mr. Denmark, Vice President of the Federal Reserve

140 of 
Atlanta, reading as follows:

"Reference is made to your letter of December 13,

9489 submitting the request of the Farmers and Mer-
chants Bank, Forest, Mississippi, for approval unders

ection 24A of the Federal Reserve Act, of a proposed

!dditional investment in bank premises of $72,814.00,
tor the construction of a new bank building.

"It is noted that the lease on the present bank-
14:11g qUarterS will expire next year and that the bank
"as not been able to obtain a renewal thereof. It is

rted also that the bank expects to charge off $20,000

the 
the current year to provide for a portion of

;7 construction cost, and to provide depreciation on
t8 building and equipment as fast as earnings will

P4rrnit. Therefore, in accordance with your recommenda-

1;°11, the Board of Governors approves the investment

bank premises as proposed."

Approved unanimously.

Letter to the "Lake Charles Bank and Trust Company",
04,11e

8, Louisiana, reading as follows:

R. "The Board of Governors of the Federal Reserve

to has considered the application for permission

the 
exercise fiduciary powers made by you on behalf of

b 6 Gulf  National Bank at Lake Charles, the national
pa into which the Lake Charles Bank and Trust Corn-

Lake Charles, Louisiana, is to be converted, and
1411-"s such national bank authority, effective if and
reet1 it is authorized by the Comptroller of the Cur-

to commence business, to act, when not in contra-
of State or local law, as trustee, executor,

oistrator, registrar of stocks and bonds, guardian

Of estates, assignee, receiver, committee of estates
141.1Unatics, or in any other fiduciary capacity in
tilo'eh State banks, trust companies or other corpora-
41, n8 which come into competition with national banks

Permitted to act under the laws of the State of

Lake
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"Louisiana, the the exercise
to the provisions of the
Illations of the Board of
8Yetern.

"After the conversion of the Lake Charles Bank and
Trust Company, Lake Charles, Louisiana, into the Gulf Na-
ional Bank at Lake Charles becomes effective and the

l'°n1Ptroller of the Currency authorizes the national bankto 
commence business, you are requested to have the board

of directors of the national bank adopt a resolution rati-
:Ytag your application for permission to exercise fiduci-
2:Y Powers, and a certified copy of the resolution so
adopted should be forwarded to the Federal Reserve Bank
Of 

Atlanta for transmittal to the Board for its records.
"en a copy of such resolution has been received by the

a formal certificate covering the national bank's
authorityh to exercise trust powers will be forwarded."

of all such rights to be subject
Federal Reserve Act and the reg-
Governors of the Federal Reserve

Approved unanimously, for trans-
mission through the Federal Reserve
Bank of Atlanta.

Letter to Mr. Phelan, Vice President of the Federal Reserve
tkit or

ew York, reading as follows:

el "This refers to your letter of December 8, 1948, en-
19 ..V-lig a copy of a letter to your Bank of November 18,
cir, from Cadwalader, Wickersham & Taft, in New York

Y, concerning Regulation W.
is "The question presented by the above correspondence
s
 whether a reduction in the rate of interest on a pre-!s 
Ptember 

20, .* 
1948 instalment loan would constitute a

fttisi°nt o the loan under section 5(a) of the regula-
th.-2 requng compliance with that section. Normally
the reduction would be effected simply by a letter from
8j014-ender to the borrower; and, except for a pro rata

down of instalment payments, the obligation
-44 not otherwise be changed or modified.

ter "The Board is of the view that a reduction in in-.
1st rate accomplished in the above manner and in
4, faith would not constitute a 'revision' under sec-

j ne). However, if an instalment loan were one sub-
to the regulation, a reduction of interest should

tk/ne,fesult in scheduled payments below the minimum
oi;"ts required by sections 4(c), 5(a)(2), and Part

the Supplement to the regulation.
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"In general, the above would appear to conform with
Your views."

Approved unanimously.

Letter to Mr. Shuford, Counsel of the Federal Reserve Bank

411as, reading as follows:

"This refers to your letter of December 140 1948,
;?garding the status of dealer-salesmen of the Sperry-
"110Y Company, 3614 Milan Street, Houston, Texas, with
l'eePect to registration under Regulation W.

"As you indicate the operations of these dealer-
:alesmen appear to be similar to those of the Martin-4arr7 Corporation.

"The Board agrees with your suggestion that the

17:t‘ter of these dealer-salesmen be worked out along
c'eseimilar to those worked out with the Martin-Parry
th°rPoration with respect to its dealer-salesmen, end
6 Board will be glad to have you work out such an

"rrnrigement.
do "For your convenient reference in the event you
or 11°t already have copies, there is attached a copy
co the letter on the subject from Mr. N. E. Hutchens,
thIllleel for hartin-Parry Corporation, and a copy of
ore letter which Mr. Hodge of the Federal Reserve Bank

Chicago wrote to Mr. Hutchens in reply."

Approved unanimously.

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

4118as .
City, reading as follows:

er "At the completion of the examination of the Fed-
1641 Reserve Bank of Kansas City, made as of September
po' 1948, by the Board's examiner, a copy of the re-
tjett' of examination was left for your information and

of the directors. A copy was also left for Presi-le4t Leedy.

has
 
The Board will appreciate advice that the report

co been considered by the Board of Directors. Any
„Ira, You may care to offer regarding discussions
ot t l'esPect to the examination, or as to action taken
Etie ° be taken as a result of the examination, will
° be appreciated.

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



12/22/48

"In this connection it is understood that Mr. Murff
mentioned to you that since Mr. Bollinger is new as the
Auditor and is not too well supported by a strong audit-

Staff, he needs and should have the benefit of con-
taCt with the directors. Mr. Murff appears to feel that
Ptiuditor Bollinger has been content merely to effectuate

Policies of his predecessor, is not fully aware of
re value of maintaining a close relationship with the

l'rectors, and that his supporting staff is no better
wiall mediocre.
„
r 

"It is understood that Governor Vardaman discussed

matter with President Leedy during his recent at-tee th 
ndance at the Presidents' Conference.

"After you have the opportunity to look into this

Isttuation, the Board would appreciate hearing from you

41! regard to your appraisal of it and whether you feel

i e audits carried on in your Bank are satisfactory as

° ecoPe and quality."

Approved unanimously.

Letter to Mr. Sproul, President of the Federal Reserve Bankor tim
l'c'rk) reading as follows:

b "Reference is made to your Bank's letters of Novem-

SI' 26) 1948, and December 13, 19480 in which you ad-

that it appears that the expenses at your head

Ulfice and branch will exceed the budget estimate for

e Year as follows:

Ge Head Office Buffalo Branch

6a 
rl.,.._

p,  Overhead $198,755
,741s1on of Personnel $ 2,456

zeral Service 8,214

Co:tage & Expressage 31,723 8,976
c_sumer Credit 4,500
crencY & Coin 170,514
A_eek Collection 330,000 14,621
Verunting 24,000 7,286

eral Reserve Note Issues 38,815 400
ella The Board accepts the revised figures as submitted,
re- aPpropriate notations are being made in the Board's
rt:.°11e. We have also made the adjustment notations re-
1 
etter
'4-ed to in the last paragraph of your November 26, 1948,.”

Approved unanimously.
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Letter to Mr. Laning„ Vice President and Cashier of the Fed-
IX Re

serve Bank of Cleveland, reading as follows:

"Reference is made to your letter of December 14
4'948/ in which you advised that it appears that the
exPenses for the Furniture and Equipment function at

T.our Cincinnati Branch will exceed the budget estimateor the year by $11,000.
"The Board accepts the revised figure as submit-

rd, and appropriate notations are being made in the
coardis records."

Approved unanimously.

Secretary.
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