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Minutes of actions taken by the Board of Governors of the
| Federa) Reserve System on Thursday, January 27, 1949. The Board
8t in the Board Room at 9:10 a.m.

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

Carpenter, Secretary

Sherman, Assistant Secretary

Morrill, Special Adviser

Thurston, Assistant to the Board

Riefler, Assistant to the Chairman
Thomes, Director of the Division of
Research and Statistics .
Vest, General Counsel

Millard, Director of the Division of
Examinations

Townsend, Solicitor

Sloan, Assistant Director of the Division
of Examinations

Wilkes, Federal Reserve Examiner

.
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g Mr. Szymczak referred to the discussion at the meeting of
1h° Boarq op January 14, 1949, of the application of Bank of Amer-
tea Toroes, A, for foreign branches in Germany and Siam, stating
tat o luncheon meeting with Comptroller of the Currency Delano and
. Federay Deposit Insurance Corporation Director Cook had been
Chedy) og for Monday, January 2k, 1949, that shortly before the
"eheon yorg was received from their offices that they would not

e
vy
'lable, that Deputy Comptroller Robertson said that he would

Come
ov
°F to represent Mr. Delano if it seemed essential but that
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B¢ preferred not to do 8o, and that it was indicated that the Fed-
®ral Deposit Insurance Corporation would send Mr. Sailor, Chief

°f the Division of Examination, to the meeting if it was held.

e, Szymczak added that, under the circumstances, Mr. Clayton

that afternoon sent Messrs, Delano and Cook copies of a memoran-
\ Yy Prepared in the Division of Examinations under date of Janu-
| %Y 19, 1949, relative to the application for the Siam branch with
’ the following letter, which was read by the Secretary:

! "Attached hereto is a copy of a memorandum from
the Board's Division of Examinations to Governor

i Szymczak and me relating to the application of the
Bank of America National Trust and Savings Associa-
tion for permission to establish a branch at Bangkok,
Siem, This is the paper that we had hoped to discuss

; With you and Mr. Cook at the luncheon meeting today

. Which was not held because of your inability to be

1 Present,

"As soon as you have looked over this memorandum
Governor Szymczak and I would like to meet with you
and Mr. Cook at your convenience, preferably some
day this week, to discuss the matter further with
Jou, Will you please advise."

In a further comment, Mr. Szymczak stated that repeated ef-
Orts had been made since last November to have a meeting with Comp-
*Ler Delano and Federal Deposit Insurance Corporation Chairman
mnl’ Or in his absence with Director Cook, for the purpose of
Bcu331ng the entire question of foreign branches and their re-

Stlonghy
P to domestic branches, and that tentative dates for meet-

tng
8
hag been made upon several occasions but that because either
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¥, Delano or Mr. Cook could not be present, no meeting had been
he1q until January 10, 1949. Mr. Szymczak also said that, although
*8e Board had written Comptroller Delano on November 30, 1948, ask-
lng whether there were any reasons relating to the capital struc-
bure op the Bank of America, its loan or dividend policies, or

Other Pertinent questions, upon the basis of which the application
'or permigsion to establish a branch st Bangkok, Siem, should be
TeJecteq by the Board, no reply had been received until January 6,
l9h9’ at which time a letter dated December 30, 1948, was received
fron Mr, Delano stating that his office "will interpose no objec-
Hon 4 the granting of this application". He added that a letter
"o ¥as written to the Federal Deposit Insurance Corporation on
m“%mber 30 asking whether, from the standpoint of the Corporation's
p081t1°n as an insurer of the domestic deposite of the Bank of Amer-
2 there were any reasons why the application for a branch in

Men Should not be granted, and that no reply was received until

s MOrning of January 25, 1949, when a letter dated January 19

. Teceived from Director Cook stating that "this office will in-
terp°se o objection to your granting consent to this application”.
i "ew of these developments and in view of the cancellation of

e Teeting scheduled for January 24, Mr., Szymczak said, he and

¥,
claytOD had reached the conclusion that nothing would be ac-

Son
Plisheq that would help in making a decision on the applications
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f Bank of America N.T. & S.A. by continued efforts to arrange a
eting with Messrs. Delano and Cook.

Mr, Szymczak went on to say that he understood that a mes-
%88e had been received by the State Department from Mr. Stanton,
Ambassador to Siam, dated January 6, 1949, which indicated that
the Chese National Bank recently made a request to the Siamese
Ministry of Finance for permission to open a branch in Siam, that
the Trequest had been denied on the grounds that only one bank from
*ach foreign country would be permitted, and that if the applica-
Hon of Bank of America was to be denied the Embassy would like to
‘1nr°rm the Chaese National Bank that the way was open to proceed
“ith its application. Mr. Szymczak also referred to a letter from

As
8istant Secretary of State Thorp, dated January 26, 1949, reading

&a follows:

"Mr, James T. Scott, Adviser for Economic Affairs
to the Siamese Govermment, has called frequently on
Officers in the Department of State to inquire what
Progress is being made in regard to the application
Of the Bank of America to be permitted to open a
branch at Bangkok. Mr. Scott states that the Siamese

vernment is very much interested in having an Amer-
lcan bank established there.

"Officers in the Department have inquired infor-
Mally of officers in the Federal Reserve Board con-
Cerning the application of the Bank of America which

§ apparently been under consideration for some time,
It vas suggested that it would be helpful if the in-
terest of the Siamese Government and of the Department
Of State were put on record for consideration by the
Federal Reserve Board.

»

.
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"Aside from the interest of the Siamese Govern-
ment, as indicated by Mr. Scott, the Department of
State is eager to support every reasonable effort to
consolidate the good relations existing between Siam
and the United States., Siam is at present the only
independent nation from Japan to India, on the main-
land of Asia, which is comparatively untroubled by
Communism and which is openly friendly to the United
States. Since World War II, more American business
firms have been established in Bangkok than at any
Previous time, This Government has been meking ex-
tensive purchases of Siamese rice, tin and rubber,
and as a consequence, Siam has the largest dollar
credit it has ever had. It is believed that if there
are no overriding considerations involved, it would
be helpful to United States-Siamese relations if the
request of the Bank of America were granted."

Because the State Department appeared to be anxious for a

decis1°n in the matter, Mr. Szymczak said, and because no word had

Sen received from Comptroller Delano or Director Cook in response
%o ¥r, Clayton's letters of January 24, the matter had been placed
R the agenda for consideration at this meeting of the Board.

Mr. Szymczak stated that the entire matter had been fully
"Vieved in the 1ight of all of the material received and that,
"l he originally recommended approval of the applications of
Sea Of America N.T. & S.A. for three branches in Germany, as a
reeult of the study of information developed in connection with
e 8DPlication for the Siem branch he now recommended that the
qmlications for the branches in Germany and for the Siam branch
* %nied on tne grounds that: (1) the bauk was in an over-

oxt,
e
Uded condition, end (2) the ability of the bank to operate
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Successfully in the foreign banking field had not been demonstrated
suf'ﬂcien‘l;ly to justify further expansion at this time. Mr, Szymczak
2ddeq that his recommendation was not based on a consideration of
hoy uch capital was needed in the operation of the additional for-
*len branches requested, but on the condition of the bank as a whole.

In response to a question from Mr, Vardaman as to what fur-
ther action would be teken if the applications for foreign branches
YeTe denieq on the grounds recommended by Mr. Szymczak, he (Mr.
“2mczak) stated that he would suggest that the Board immedistely
notify the Comptroller of the Currency, who had the initial super-
sory responsibility for the condition of national banks, as to
the Board's views with respect to the capital position of Bank of
Merica ana 1ts lending and dividend policies. He then asked Mr.
Millu'd to present snd discuss a memorandum prepared in the Divi-
Slon op Examinations under date of January 26, 1949, which included
e fmhwing table of capitel ratios:

"MEMBER BANK CAPITAL PERCENTAGES

*x % Change
1948 1947 1946 1945 1944 1940 1935-1948

Bany Percentage of Capital Accounts to Total Assets
x\,elr°f America NT&SA 4.9 . h.2 L4, 4.8 8.7 -ko.2

5.5
Teyps District 5.9 4.6 kb4 Lo k5 83  -k6.7
Bagy, District minus
Unjteq o America 5.0 4.7 4.5 3.9 k3 8.1 479
States 6.8 6.4 6.b 55 5.9 9.1  -hg
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Ak * % Change
1948 1947 1946 1945 1g9kh 1940 1935-1948
Percentage of Capital Accounts to Risk Assets

g:“k of America NTSSA 9.2 8.9 10.7 16.1 16.9 14.8 -k2.5
T:lfth District 12.6 12.5 14,6 19.4 20.8 17.1 -28.%4
®1fth District minus

Ung 2k Of America 15.3 15.6 17.7 21.8 23.5 18.5 -15.9
Mited States 20.1 20.5 23.4 25.2 27.7 24.9 -23.6

*B‘/mk of America NT&SA

sold 12,000,000 pfd. for $30,000,000, of which $18,000,000 went
. to surpilus.
%k of Americe NT&SA
/ s01a 800,000 shares of common for $41,161,530, of which $10,000,000
vent to capital stock.

In his comments Mr. Millard stated that, despite the injec-
Hon of $30,000,000 and $41,000,000 in capital funds in the yeers
190 &nd 194k, respectively, the ratio of capital funds to risk as-
**ts op the Bank of America declined from 16 per cent on December 31,
1935, 1, 9.2 per cent on June 30, 1948, a net deterioration of 42.5
= °®nt, and that during the seme period the deterioration indicated
for a1y banks in the Twelfth Federel Reserve District was 28.4 per
cent’ for a11 Twelfth District banks other than Bank of America,

¥ Per cent,, and for all member banks in the United States, 23.6
Dep Cent,
¥

Mr. Millard added thet, in his opinion, this deteriora-

°n ip capital position of Bank of America was all the more sig-

nirica'nt because it was now the largest commercial bank in the world |
:nq becayge » a8 pointed out in the memorandum, its risk-asset posi-

fon U4 not compere favorably with other United States banks now

Sng
88ed tq o compaersble extent in the operstion of foreign branches.
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. Millerd also seid that his comments were directed to the extended
Psition of the bank as a whole and not to capital funds as related
to the question of establishing the foreign branches now under con-
81a‘*”l‘&‘i::!.on, and thet it was felt that such expansion should not be
"dertaken by the benk unless and until its over-all financial con-
Ution was improved, either through an adjustment of credit policy

°F & materisl increase in cepital funds.

There followed a discussion of foreign branches suthorized
tor Bank of America, during which it waes stated that the benk hed
ainteineq a branch in London, England, since 1931 and that since
Yay 1946 branches had been suthorized st Manila, R. P., Shanghei,
china: Tokyo, Yokohame, and Kobe, Japan, and that of these more
**ent1y authorized branches all but the one in Shanghai had been
established and were in actuel operation. It was also stated that
e Office of the Comptroller of the Currency, which had the pri-
lary responsibility for examining foreign branches of national :
banks’ hed made no examinations of the foreign branches established
b Bank of America since May 1946, and that it wes the practice of
et Office to meke such examinations only at intervals of several
“&ra.

Mr. Szymczak then referred to the letter from the Comptroller
°t the Currency dated August 30, 1948, in which it wes stated that

h
o
¥oign branches , in comparison with domestic branches, constitute

or FRASER
guisfed.org/



151

Yar/ug -9-
& greater expansion of the Bank of America system and a much grester
rain upon the cepital position of the bank"; to snother letter from
Comptroller Delano dated September 20, 1948, stating that "it is the
Pinion of this office that the question of foreign branches for the
B of Americe involves the same principle as domestic ones - the
dirfErence being only one of degree, The same considerations, so
tar 88 monopoly is concerned, apply in both instances"; and to the
BOard-s letter of November 30, 1948, to Mr. Deleno asking whether
there vere any reasons relating to the capital structure of the Bank
oramerica, its loan or dividend policies, or other pertinent con-
sider&tiOns which would meke it undesirable to epprove the applica-
t1°n for permission to establish a branch at Bangkok, Siam, to which
cqutTOIIer Delano replied under date of December 30, 1948, that his
e would interpose no objection to the granting of the applica-
s s e e ;
"o Would be presented by Mr. Clayton, and for which a great deal |
A be gayq,

There followed a discussion of Mr, Szymczak's recommendation,
g Vhich Mr. Clayton stated that he would like to present an al-
u*n&tive recommendetion. In this connection Mr. Townsend, in re- f
‘Donse to g question from Mr. Clayton, stated that the approval or
d&nial ©f the foreign branch applications received from Bank of

Sy
leg Would have no effect on the Boerd's proceeding against

A FRASER
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Ti'ansamerica Corporation under the Clayton Act in so far as legal
Westions were involved, but that it might be difficult to explain
% the public why the Board granted permission to establish foreign
branches vhen it was trying to prevent further domestic expansion
%4 that the Comptroller of the Currency had taken the position
thata from the standpoint of monopoly, foreign branches involved
the 8ame question as domestic branches.
Mr, Clayton stated that his recommendation was that the ap-

Dlieations of Bank of America for three branches in Germany asnd for
® branch in Bangkok, Siam, be approved. He added that, to accomplish
the B°ard's objective with respect to the capital position and loan
um'dividend policies of the bank, he would make this action con-
thwmnt upon a prior examination and satisfactory report as to the
°°ndit1°n and present operating practices of the existing foreign
"8ches of the bank. If that was impracticable because of the de-
1ay that, would result, he said, permission for the additional branches
should be granted with the statement that no additional foreign branch
“mlic&tions by the bank would be given favorable comnsideration until
W) ®apital ratios, loan and dividend policies, and other supervisory
mmati°n8 had been resolved to the satisfaction of the Board, and [

® Treasonable time had elapsed for an appraisal of the results of

r
&tion of branches approved thus far,

or FRASER
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Mr, Clayton added that his recommendation was made in the
Uight of all the information referred to in the preceding discus-
Slon and in the light of the favorable recommendation of the Fed-
*fal Reserve Bank of San Francisco after having made an exhaustive
surVey of the application, the lack of obJection to establishment
°f the branches by the Comptroller of the Currency and the Federal
Dep°51t Insurance Corporation, the apparent need for American bank-
'8 focilities in Bangkok, and the interest of the State Department
- having such facilities established., He added that approval of
the 8Pplications would be demomstrable proof that the Board was not
actuated by punitive or dictatorial motives in the Clayton Act pro-
*Seding against Transamerica.
| During a discussion of the recommendations of Messrs. Szymczak
- cl&yton, reference was made to the meeting with Deputy Comptroller
°berts°n and Federal Deposit Insurance Corporation Director Cook on
mumary 10, 1949, at which time Mr. Robertson stated that, in response
the Board's letter of April 8, 1946, asking whether the Comptroller
°f the Currency knew of any reasons why permission should not be
$Tented Bany of America to esteblish branches in Menila and Shanghai,
- Comptrolyep replied under date of April 12, 1946 that, "in the ,
SShce of an affirmative and convincing showing that the foreign

Tade
In the ares servead by the bank would suffer without such fa-
eilit
leg

> it is our opinion that the diversion of capital funds to
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"tewly undertaken foreign activities may be unwise in view of the
‘®Pital position of this bank"., Mr. Szymczak stated that Mr,
Yobertson a1so indicated that, although no examination of the
“Perations of the Manila brench had been made by the Office of

the Comptroller, that Office had information indicating that some
OVer-extensions of credit had been made by the Manila branch, and
that he (Mr, Szymczak) responded to Mr. Robertson that if, as in-
dicated by the Comptroller in his letter of April 12, 19h6, it

Vas then trye that diversion of capital funds to newly undertsken
foreign activities might be unwise in view of the capital position
o the bank, such a conclusion would apply with even greater force
® thyg time since the capital position of the bank had not im-
Proveq in the meantime but had, in fact, deteriorated.

Mr, Szymczaek stated the further view that, if the condition
Usting g the time of the Comptroller's letter of April 12, 1946
:ae 88 serious as indicated by that letter, and inasmuch as the
;?mtr°ller who is the supervisory authority for national banks
B “ B0t fone anyisiing sbout dsproving the condition of the Bank
orme ‘hat time slthough it had continued to grow both in number
‘buZ:anches and deposits, he could not think of eny action that

be more effective in bringing the situation to a point where

the
C
“Mptroller would require certain things to be done than to

(s]
14 permission for additional foreign btranches.
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In the ensuing discussion, Chairman McCabe suggested that
% further effort be made to meet with Comptroller Delano and Chair-
llay Harl, especially if the applications were to be denied.

It was agreed unanimously (1) that
Mr. Szymczak would inform Assistant Sec-
retary of State Thorp that the application
of Bank of America N.T. & S.A. for permis-
sion to establish a branch in Siam was
having the careful consideration of the
Board and that it was hoped to expedite a
decision, and (2) that Messrs. Szymczak
and Clayton would undertake again to
arrange a conference with Messrs. Delano
and Harl.

Chairman McCabe referred to the discussion at the meeting
°% the Board on December 6, 1948, and at the Conference of Chair-
nm1°f the Federal Reserve Banks on December 9 and 10, 1948, with
x'espect to a comnittee to be composed of three Chairmen of the Fed-
*Tal Reserve Banks and two members of the Board to survey budget

Ocedures of the Federal Reserve Banks and he read a letter from

' Dearmont, Chairman of the Chairmen's Conference, dated Janu-
oy 18, 1949, stating that he contemplated the appointment of

* Neely, Chairman of the Atlanta Bank, as Chairman of this com-
tee, ana or Mr. McCormick, Chairman of the Richmond Benk, and
either Mr, Parten, Chairman of the Dallas Bank, or Mr. Whittier,

PUtY Chairman of the Philadelphis Bank, as the other members,

Chairman McCabe proposed that as suggested in Mr. Dearmont's

let
*er, Messrs, Vardaman and Clayton be appointed to serve with the

or FRASER
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Chairmen as members of the committee.
Upon motion by Mr. Draper, Chairman

McCabe's suggestion was approved unani-
mously.

Chairman McCabe stated that he had received a telephone call
tron Mr, Hoffman, Administrator for the Economic Cooperation Admin-
1t‘tra’t"ion, requesting the loan of Mr. Hirschman, an economist in
the Division of Research and Statistics, to assist in the Economic
%°Peration Administration program for a period of time.

At Chairman McCabe's suggestion, it
was agreed unanimously that Messrs. Szymczak
and Thomas should discuss the matter with
Mr, Hoffman.

At this point Messrs. Riefler, Thomas, Vest, Millerd, Town-
"eng, Sloan, and Wilkes withdrew and the action stated with respect
° Sach of the matters hereinafter referred to was taken by the
Boarg,

Minutes of actions taken by the Board of Governors of the
Sderay Reserve System on January 26, 1949, were approved unanimously.

Memorandum dated January 25, 1949, from Mr. Nelson, Direc-
tor °f the Division of Personnel Administration, recommending, for
:e Teasons stated in the memorandum, that the assignment of Arthur
‘frﬁey’ an economist in the Division of Research and Statistics,
J: *he Uniteq States Economic Mission to Brazil be extended from

T3 31 to the end of February 1949.

Approved unanimously.

RERASER
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Letter to Mr. Merriam B, Barthold, Secretary, Philadelphia
Stock Exchange, Philadelphia 2, Pennsylvania, reading as follows:

"In your letter of January T, 1949, you asked
how long it would be necessary to keep in your files
the original requests for extensions of time under
Regulation T made by your member firms.

"For our purposes, it will not be necessary for
Jou to keep these reports on file for more than s
two-year period."

Approved unenimously.

Letter to the Presidents of all Federal Reserve Banks read-

i
8 as follows:

"In connection with your next quarterly reply to
5-953, dealing with banking and business developments
In your District, it would be helpful if special at-
tention would be given to recent tendencies in the
durable goods and instalment credit field. In prepa-
Tation for this report we are hopeful that you may be
&ble to make a spot survey covering a small number of
leading automobile, household appliance, end furniture
dealers located in principal trading centers, together
¥ith a few banks and finance companies with which you

Ve especially close relationships. In reporting such
3 survey, the important thing, of course, is the evalua-
tion of the indicated tendencies, rather than the re-
Porting of isolated items of information. It would be
heleUI, also, if you would supplement your reporting
sith any views as to significant developments in the

®@ulation W field that may have been expressed by Di-

iectOrg of your Bank at meetings of the Board of Direc-

ors,

- "The following questions will illustrate develop-

1n:t3 in the instalment credit field of particuler
erest at this time:

ovy 1. With respect to regulated articles, is there
dence of recent undue inventory accumulation? If

raZiﬁ 1s no general evidence, are there any unsatis-

Sy Ty inventory situations for individual articles
Mekes of articles?
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"2, Are premiums still prevalent on 'used' new cars
and, if so, for what mekes and about how large? To what
extent is there increasing evidence of price or other
merchandising concessions by sellers of automobiles,
household appliances, and furniture? Does it appear
that such tendencies are probably seasonal, or greater
than could be explained by seasonal or other temporary
influences?

3. Are banks and finance companies showing increas-
ing reluctance to handle any type of retail instalment
Paper? What explanations are offered for such tendencies?

4, 1Is there any tendency for financing institutions
to tighten credit lines extended to dealers for floor
Plan financing or other wholesale transactions?

5. Are reports becoming more frequent that dealers
in durable goods lines are financially over-extended?

6. To what extent have there been lay-offs in
manufacture and distribution of regulated durable goods?
Have such lay-offs resulted from recent sales declines
or from other factors, such as model changes, inventory-
taking, supply shortages, etc.?

"While we are asking for this information in conmnec-
tion with your next querterly reply to S-953, we would
appreciate your forwarding an interim report as soon as
you have partial results on your spot survey, to reach
the Board's offices not later than February 1l4. Your
more complete report will, of course, be due approxi-
hmately ten days after the end of the reporting period,
February 28.

"In connection with the Board's continuing review
of Regulation W, it will be desirable for your Bank to
hmake recurrent spot surveys of tendencies in the durable
goods and instalment credit business in your District.
Reports on these surveys will help to keep the Board
informed of significant further developments in the
field until present uncertainties as to the consumer
credit outlook are clarified., The Board is particularly
interested in watching these current developments closely
and for the period from now until the end of July would
appreciate your sending a monthly report on this field
of activity to be mailed to arrive at the Board's of-
fices no later than ten days after the end of the month,
They may be referred to as supplements to your replies

to §-953."

Approved unanimously.

for FRASER
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Letter to the Presidents of all Federal Reserve Banks, read-
1ng a5 £o110ve:

"The following statement regarding appraisal guides
will be published in a forthcoming issue of the Federal
Reserve Bulletin., A copy of the statement is being
forwarded today to the publisher of each of the desig-
nated appraisal guides.
"The Board has been asked when the provisions of
Part 4 of the Supplement to Regulation W will require
reference to an sutomobile appraisal guide in determin-
ing the minimum down payment to be obtained on used
1949 model automobiles. Certain of the appraisal
8uides have not yet included estimated retail prices
for any 1949 models. Although certain 1949 car models
have been introduced, others are scheduled for later
introduction.
"The Board has ruled that it will not be necessary
to refer to appraisal guides with respect to used 1949
automobiles until the Board has published in the Fed-
®ral Register a notice that such reference is required.
e Board does not plan to place such a requirement in
1 effect with respect to used 1949 automobiles until all
designated appraisal guides publish retail values for
Such models, and it is also planned that by that time
the designated appraisal guides will contain informa-
tion as to the date on which the requirement comes into
effect, The maximum amount of credit that can be ex-
tended for used 1949 automobiles until the Board pub-
f lishes the notice referred to above will, of course,
‘ be two-thirds of the cash price.
"In anticipation of the inclusion of 149 used
Car prices in certain of the appraisal guides that
Ve particular problems of limited space, the Board
8 ruled that, effective April 1, 1949, the appraisal
8uide provisions of Part 4 of the Supplement to Regu-
lation W will no longer apply to used 1938 automobile
Wodels, Sterting on that date, therefore, the maximum
amount of credit which can be extended for used 1938
8nd older models will be two-thirds of the cash price.”

Approved unanimously.
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Telegram to Mr. Watkins, Assistant Manager, Los Angeles

Branch of the Federal Reserve Bank of San Francisco, reading as

Tollows;

"Reurtel January 26 concerning Kelley Blue Book.
Yesterday afternoon Mr. Neuman representing Kelley
Blue Book spoke on telephone with Mr. Sherman, As-
8istant Secretary to the Board, regarding matter.

It is understood from Mr. Neuman that Kelley Blue
Book will follow suggestion in next to last para-
graph of our telegram of January 25 that persons to
whom previous postcard was sent be advised that last
Paragraph of postcard was in error and that the 5 per
cent reduction suggested by the postcard must be con-
sidered applicable for Regulation W purposes as well
88 any other purposes.

"Mr. Neuman stated that Kelley Blue Book plans to
have March-April issue of its book in hands of sub-
scribers by February 10. Ordinarily this book would
not become effective until March 1 and the book would
8o state, However, if Board is agreeable, Kelley Blue
Book proposes to advise subscribers that the March-
April book in this particular instance shall be sub-
stituted for the January-February issue effective upon
receipt by the subscriber and that thereafter January-
February issue shall no longer be effective., You are
a@uthorized to advise Kelley Blue Book that Board has no
objection to this procedure in this particular instance.

"You are also authorized to give a copy of this
telegram to Mr, Neuman for Kelley Blue Book."

Approved unanimously.
Letter to Mr. D. L. Gibbs, Boggs & Gibbs, Barnett National
3
EI’“1"13uilc1mg, Jacksonville 2, Florida, reading as follows:
"This refers to your letter of January 11, 1949,
and its enclosure dated November 11, 1948, to Mr. George
B, Vest, General Counsel to the Board, concerning ap-

Plicability to your client, Bisbee-Baldwin Corporation,
Jacksonville, Floride, of the Board's Regulation W,

-
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"The principal question raised by the sbove corre-
spondence seems to be whether an entire mortgege loan
to finsnce or refinance the purchese or comstruction of
a house is exempt from the regulation under section T(d)
(5) or section T(g)(1) thereof, if a portion of the
credit covers one or more articles listed in Part 1 of
the Supplement to the regulation, which are installed
in the house being so finsnced,
"Any credit gusranteed or insured in whole or part
by the Administrator of Veterans' Affairs pursusnt to
the provisions of Title III of the Servicemen's Read-
Justment Act of 194k, is specifically exempt from the
regulation by section 7(d)(5). Thus, so long as & par-
ticular credit quslifies for exemption under section
T(d)(5), it is immaterial whether all or a part of the
credit may be used for the purchase of 'listed articles.’'
Section 7(d)(5) applies independently of section T7(g).
is sppeers to conform with your views.
"Section T7(g)(1) of the regulation exempts any
Credit for the purpose of financing or refinancing the
construction or purchase of an entire residential build- y
ing or other entire structure. This exemption extends
to & loen to construct or purchase a house, including a
house in which certain 'listed articles' are incorporated,
&8s indiceted in the Summery of Interpretations published
at 13 Federal Register, pages 5638, 5640, September 29,
1948, This also appears to conform with your views.
"A mortgage loan, however, which is not for the
Purpose of financing or refinancing the construction
Or purchase of an entire residential building or other
entire structure, would not be entitled to exemption
under gection 7(g)(l). Nor would an extension of credit .
be exempt in its entirety which combines an exempt cred- f
1t such as one to repair a house as referred to in sec- ;
tion 7(g)(2), and a credit subject to the regulation
Such as one to finance a 'listed erticle.,' In such a
Case, the extension of credit should not exceed the
total amount of the cost of the repairs plus the cost
Of the 'listed erticle' minus the down payment required
thereon by the regulation; and the instalments in which
the credit is paysble must be sufficiently large to re-
Pay the balance of the cost of the 'listed article' with-
In the maturity specified in Part 2 of the Supplement to
the regulation. The division of such a credit is pro-
Vided for in section 6(d) of the regulation. The above
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"views are also published et 13 Federal Register, pages
5638, 5640.

"On the basis of the facts revealed in your letter
and its enclosure, it would appear, in the light of the
ebove discussion of the regulation, that your client is
not subject to the regulation and not required to regis-
ter. However, application of the regulation to & par-
ticular person or business is not dependent upon regis-
tration, since a person engaged in a business of a char-
acter covered under the regulation is subject thereto
regardless of whether there has or has not been a regis-
tration., Unless it is clear, therefore, that your client's
business is all of the kinds specifically exempt from the
regulation, it would be advisable that it register. We
understand that it was because of some uncertainty as to
the precise character of business carried on by your cli-
ent that the Federal Reserve Bank of Atlanta advised reg-
istration. Registration, of course, is without prejudice
where, in fact, all credit extended by the Registrant is
of an exempt character.

"The administration of the regulation has been de-
Centralized among the Federal Reserve Banks and their
branches., Therefore, you may find it more convenient
to address such future questions under the regulation
&8 you may have to the Federal Reserve Bank or branch
for the area concerned. Handling of correspondence in
that manner, even though involving a point which ulti-
Mately receives the attention of the Board, expedites
the making of reply. A copy of the regulation, as
amended, is enclosed herewith."

Approved unanimously.

hnwoved. Secretary
S o . ;;E?/(414>f :(EE;Léﬂ;e__
Chairman.,






