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Minutes of actions taken by the Board of Governors of the

l'ecleral Reserve System on Thursday, December 22, 1949.

Atlyiser

PRESENT: Mr. McCabe, Chairman

Mr. Szymczak
Mr. Vardaman

Mr. Carpenter, Secretary

Mr. Sherman, Assistant Secretary

Mr. Morrill, Special Adviser

Mr. Thurston, Assistant to the Board

Memorandum dated December 6, 1949, from Mr. Thomas, Economic

to the Board, recommending that Miss Myrtle P. Brown, a

stellograDher in the Division of Examinations, be transferred to

the Division of Research and Statistics as a clerk-stenographer,

/itth basic salary at the rate of $2650 per annum, effective December

1949. The memorandum also stated that the Division of Examinations

1148 agreeable to this transfer.

Approved unanimously.

Letter to Mr. Sproul, President of the Federal Reserve Bank

"New York, reading as follows:

"We acknowledge with thanks Mr. Clarke's letter of

December 16 informing the Board that leave of absence

Wthout pay has been granted to Mr. Fred H. Klopstock,
an economist in the Foreign Research Division of your

Research Department, in pursuance of a request from
Mr. John J. McCloy, the United States High Commissioner
for Germany, for the services of Mr. Klopstock as a

consultant for a period of about six months in the High

Commissioner's Office of Economic Affairs. The Board

aPProves of the arrangement, and trusts that Mr. Klopstock's

service in Germany will prove useful both to the High Com-

missioner's Office and to the Federal Reserve System."

Approved unanimously.
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Letter to Mr. Whittier, Federal Reserve Agent at the Federal

Reserve Bank of Philadelphia, reading as follows:

the

"In accordance with the request contained in Mr.
Hilkert's letter of December 19, 1949, the Board of
Governors approves, effective January 1, 1950, the pay-
ment of salary to Mr. Elwood J. Braker, Alternate Assist-
ant Federal Reserve Agent, Federal Reserve Bank of Phila-
delphia, at the rate of $3,840.00 per annum."

Approved unanimously.

Letter to Mr. Schelling, Assistant Federal Reserve Agent

Federal Reserve Bank of Chicago, reading as follows:

accordance with the request contained in Mr.
Meyer's letter of December 19, 1949, the Board of Gover-
nors approves, effective January 2, 1970, the payment
e'r salary to Mr. Everett D. Jones, Federal Reserve Agent's
Representative, Detroit Branch, at the rate of $5,100.00
Per annum."

Approved unanimously.

Letter to Mr. Dearmont, Federal Reserve Agent at the Federal

e Bank of St. Louis, reading as follows:

"In accordance with the request contained in your
letter of December 14, 1949, the Board of Governors ap-
Proves effective April 1, 19)-0, the appointment of Mr.
clward H. Hoppe as Assistant Federal Reserve Agent at
his present salary of $3,960 per annum, to succeed Mr.
Frank S. Parker.

"This approval is given with the understanding that
111". Hoppe will be placed upon the Federal Reserve Agent's
Pay roll and will be solely responsible to him or, during
a vacancy in the office of the Agent, to the Board of
Governors for the proper performance of his duties. When
not engaged in the performance of his duties as Assistant
Pederal Reserve Agent he may, with the approval of the
Pederal Reserve Agent, and the ,President, perform such
work for the Bank as will not be inconsistent with his
aUties as Assistant Federal Reserve Agent.
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"It is noted from your letter that Mr. Hoppe, upon
assuming his duties as Assistant Federal Reserve Agent,
Will execute the usual oath of office which should be

forwarded to the Board."

Approved unanimously.

Letter to Mr. Roger W. Jones, Assistant Director, Legislative

Ileterence, Bureau of the Budget, reading as follows:

"The Board has considered draft of bill dated Decem-
ber 21, 1949, cited as the 'Cooperative Housing Act' which
waS sent over informally by Mr. Reeve. The bill would es-

tablish a new corporation, to be known as the National

l'Iortgage Corporation for Housing Cooperatives, under the

Jurisdiction of the Housing and Home Finance Administrator.
The Corporation would be authorized to make mortgage loans
to nonprofit cooperative ownership housing corporations
or nonprofit corporations authorized to provide certain

rental housing. Such loans might run for as long as sixty
Years and might be in an amount equal to the total cost
of the mortgaged housing project. The Corporation would

Charge an interest rate calculated to cover all its costs,

including the cost of money, wl-ich it would obtain by
issuing Government guaranteed, partially tax-exempt obli-

gations. The capital stock of the Corporation would be

Provided in the first instance by the Secretary of the

Treasury and later by stock subscriptions of borrowers.
The Corporation is authorized to issue its obligations to

the public to the extent of $2 billion.
"The Administrator is also authorized to make advances

to organizations eligible to borrow from the Corporation
to provide funds for preliminary development expenses,
these advances to be repaid out of the loans made by the
Corporation. Such preliminary advances by the Administrator
flay not exceed 3 per cent of the estimated development cost
C)f the project, and in the aggregate such loan S may not ex-
ceed $6 million.

"The Board is in sympathy with the general objective
Of helping middle income groups to obtain suitable housing
Within their means, but it feels also that housing finan-

cing should not be provided by the Government when adequate
Private financing is available for the purpose. Under pre-
sent conditions the Board is impressed with the ready avail-
8-hil1ty of funds for these purposes, particularly where
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projects are soundly conceived, and believes that in

general no special stimulus is needed to supply more funds
for this purpose.

"It is recognized, however, that there may be certain
areas in which it is difficult to tap the supply of funds

to provide the particular type of housing required. Housing
for middle income groups may be one of those areas but on
the basis of its limited study of the matter in the short
time available, the Board is not convinced that this is the

case and feels that it may be that the problem sought to be

solved by the bill could be met adequately simply by pro-

viding for facilities within the Housing Administration by

which technical assistance could be made available for the

sound planning of projects which could then be readily fi-

nanced privately.
"In this connection also the Board understands that

Other housing bills are under consideration and may be pro-

posed, and it believes that all of this legislation should

be considered as a whole. Only in that way is it possible

to make an adequate appraisal of the needs for legislation

in the various areas of the housing field.
"If it should be the decision of the administration to

Propose legislation of the type under consideration, the

Board questions the need for the creation of a separate

corporation for that purpose and would suggest that instead

the facilities be provided within the framework of the exis-

ting Housing & Home Finance Agency.

"Other points which the Board feels should be changed

in the legislation include the following:

At least originally the total funds provided for fi-

'lancing housing projects should be considerably less than

the $2 billion contemplated.
The funds made available for this purpose should be

borrowed by the Treasury in the market rather than have

them take the form of Government guaranteed obligations,

alad the Treasury should be authorized to make advances to

the Housing Administrator for the purposes of the bill.

Under the provisions of the proposed legislation the

cooperative housing loans could run as long as 60 years
aM it would be the Board's suggestion that this be limited
to not more than 4o years,

Inasmuch as the housing provided would be for middle

income groups who could be expected to provide a fairly sub-
stantial equity in the project, it is believed that the terms
°f the bill should call for somewhat greater equities than
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are now contemplated.
The Board also feels that it would be essential to

include in the bill provisions which would require that

Operations under the law, if enacted, would be properly

geared to the economic conditions prevailing from time
to time. It would be inadvisable, for example, to inau-

gurate operations under the bill now when the volume of

construction is very large relative to available supplies
Of material and building labor.

"You will appreciate that our consideration of this

matter has been hurried and accordingly that our comments

are not based upon a thorough study of the matter."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks, reading

"
follow:

"The Bureau of the Budget has requested an expression
Of the views of the Board with respect to a draft of a
bill relating to contract settlements by the Armed Services

which has been proposed by the Secretary of the Air Force

on behalf of the National Military Establishment. The

BUdget Bureau has also submitted this proposal to a number
Of other Government agencies for their comments. A copy
of the proposed bill and of a proposed letter from the De-

Partment of the Air Force to Congress are enclosed.
"It appears that the proposed bill follows very closely

the Contract Settlement Act of 1944 and it is indicated in

the draft of the proposed letter to Congress that the need
for this legislation arises from the fact that the Contract

Settlement Act applies only to 'war contracts' and only to

Government agencies which were authorized to make contracts

PUrsuant to the First War Powers Act. The new bill would
aPPly to any contracts entered into by the Army, the Navy,
and the Air Force.

"The provisions of the bill which are of the most
direct interest to the Federal Reserve System are those
contained in section 7, relating to the financing of con-
tractors pending settlement of their claims under terminated
contracts. That section, in addition to authorizing partial

Payments to contractors, would empower the Departments of
the Army, Navy, and Air Force to guarantee financing insti-
tutions against loss on loans made to contractors for the
Purpose of financing them in connection with or in contem-
Plation of the termination of their production or procurement
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"Contracts with the Armed Services. The Services would

also be authorized to participate with financing institu-

tions in the making of direct loans to contractors for

this purpose. You will note that the bill contains a

Provision similar to that which was included in the Con-

tract Settlement Act authorizing the Federal Reserve

Banks to act on behalf of the contracting agencies as

fiscal agents of the United States ,ln carrying out the

Purposes of this Act', subject to regulations of the

Board of Governors prescribed 'with the approval of the

contracting agency'.
"We are not able to inform you at this time as to

the probabilities of the Budget Bureau stating that this

Proposal is in accord with the program of the Presidents

or as to the prospects of enactment of this legislation

if it should be introduced. Also, we are not advised as

to the extent to which it is contemplated that the finan-

cing provisions of the bill would be utilized under pre-

sent conditions.
"It is the Board's tentative thought to state in its

reply to the Bureau of the Budget that it offers no ob-

jection to the financing provisions of the proposed bill,

except that the Board may wish to suggest a change in

that provision which requires regulations prescribed by

the Board to be approved by the contracting agencies. In

addition, consideration is being given to the desi
rability

Of pointing out that financing institutions might b
e de-

terred from participating in any financing program under

the bill unless some modification is made in present prac-

tices in order to assure banks that amounts received b
y

them from the Government on assigned contract claims will

not be subject to recovery by the Government under pric
e

revision or renegotiation provisions of Governme
nt con-

tracts. (In this connection, see the Board's le
tter of

June 16, 1949.)
"It is not the present expectation of the Board to

°ffer any detailed comments with respect to other pro-

visions of the bill unless it is found that any of th
em

are such as to be of direct concern to the Federal R
eserve

SYstem.
"Before taking any position regarding this proposal,

however, the Board wishes to have the benefit of any views

or comments which the Federal Reserve Banks may care to

°ffer. The Budget Bureau has requested the Board to submit

its reply not later than January 8, 1950, and, accordingly,

if you wish to offer any views or comments regarding this

matter, please let us have them not later than January 3,

1950". 
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Approved unanimously.

Telegram to Mr. Knoke, Vide President of the Federal Reserve

of New York, reading as follows:

"Your letter December 1), 1949. Board approves the

oPening of an account on your books in the name of the

National Bank of Egypt subject to the usual terms and

conditions upon which your Bank maintains accounts for

foreign central banks. It is understood that you will

in due course offer participation in this account to the

Other Federal Reserve Banks."

Approved unanimously.

Memorandum dated December 20, 1949, from Mr. Bethea, Director

the Division of Administrative Services, recommending, for the

acme stated therein, an increase in the Miscellaneous Account of

the 1949 budget of the Board Members' offices in the amount of

$865.00.

Approved unan7100,

—lett  
Secretary.
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