
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Tuesday, June 13, 1950. The Board met in

the
Special Library at 10:35 a.m.

PRESENT: M. McCabe, Chairman
Mr. Eccles
Mr. Szymczak
Mr. Draper

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Board
Mr. Riefler, Assistant to the Chairman
Mr. Thomas, Economic Adviser to the Board
Mr. Vest, General Counsel
Mr. Nelson, Director, Division of Personnel

Administration
Mr. Young, Director, Division of Research

and Statistics
Mr. Solomon, Assistant General Counsel
Mr. Pawley, Economist, Division of

Research and Statistics

Before this meeting there had been furnished to each member

of the Board a memorandum from Messrs. Young and Fawley dated June 8,

195o, with respect to the question of System policy on margin require-

for the purchasing and carrying of securities. The memorandum

stated that in view of the substantial rise in common stock prices

44d stock market credit which began shortly after margin requirements

were reduced from 75 Per cent to 50 per cent in March 1949, and the

st1'311g upswing in economic activity since mid-19491 a survey of various

tact°rs which appeared to be most important in the present stock mar-

ket situation had been undertaken, and that, on the basis of a careful

4PP1'aisal of these factors, it was concluded that no action was nec-
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essarY at this time to raise margin requirements to more restrictive

4vels. The memorandum also stated that developments now under way
in 

the stock market would require constant study and frequent review

g coming months.

There followed a general discussion of the increase in use of

ed
In the stock market since March 190 and of the relationship

of RI,
--e". credit to the total expansion of credit in the economy. It

Was the consensus of the members of the Board who were present that
the 4

-Lncrease in use of credit in the stock market was of minor impor-

Point.

talleP in the present inflationary situation, particularly when compared

with increases in credit going into housing, consumer durable goods,

4114 0th er economic activities, and that no change in margin require-
exits

-as called for at this time although the situation should be
reiri

"ed frequently over the next several months.

Messrs. Solomon and Pawley withdrew from the meeting at this

There was presented a draft of letter to Mr. Dawes, Secretary

"the Federal Reserve Bank of Chicago, prepared in response to a

letter' from that Bank dated June 2, 1950, with respect to an extension

()r the leave of absence granted George W. Mitchell, Senior Economist,

111k) has been serving as Director of Finance of the state of Illinois
a
illee January 1949.

The draft was read, changed,
and approved in the following form:
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"Reference is made to your letter of June 2, 1950,
advising that at the meeting of June 1, 1950, the Ex-
ecutive Committee of your Bank approved an extension
2f the leave of absence of Mr. George W. Mitchell,
Senior Economist, to December 31, 1950. It is under-
stood that this extension was granted in order that he
may continue as Director of Finance of the State ofI
llinois.

"This matter was presented to the Board for con-
sideration, and the conclusion was reached that inas-
much as Mr. Mitchell has been on leave of absence for
"t441 Purpose since the beginning of 1949, a definite
trisien should be made at this time with respect to
the date on which he will return to his position at the
4,11k or whether he will continue in his present posi-
'ion indefinitely. If there were a definite under-
standing now that he would resume his work at the Bankon or before January 1, 1951, the Board would be mill-lflg to approve the proposed additional leave. In the
absence of such agreement, the Board would be unwilling
j_,aPprove extension of Mr. Mitchell's leave beyond
-Luy 1, 1950."

Chairman McCabe stated that a letter had been received from

14's Slade, Vice President of the Federal Reserve Bank of San Francisco,

date of June 5, 1950, stating that that Bank had received a con-

letter from Bank of America National Trust and Savings Asso-

ti°11, San Francisco, California relating to certain steps to be

ta411 for the issuance and redemption of savings bonds at new branches

°r the National Bank to be established by the conversion into branches
°148°Ille 21 banks now under the control of Transamerica Corporation and

that in that letter the National Bank stated that the authorizations
tk)

°Pel'ate the new branches were expected shortly and it was antici-
Pated

it the effective date mould be about June 24, 1950. He went
°4 to

say that inasmuch as the Board had received no word as to the
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authorization for such branches, and in view of the relationship of

the matter to the Clayton Act proceeding involving Transamerica Cor-

Peration, he had asked that a draft of letter to Comptroller of the

ClIrrency Delano be prepared requesting that Mr. Delano let the Board

ktow 
the present status of the proposed conversion of Transamerica

controlled banks into branches.

Mr. Vest stated that this morning he received a telephone call

111111 Mr. Pierotti, Washington representative of the Bank of America
N.

T* 4 S. A., requesting 16 copies of forms prescribed by the Board

surrender of Federal Reserve Bank stock by a member bank going

into 1.
-11quidation and that he (Mr. Vest) assumed the request related

to +1,
""e proposed conversion into branches of the Transamerica owned

rileniber banks referred to in the letter from the Federal Reserve Bank

Or San Francisco.

The draft of letter to Comp-
troller Delano was read, discussed,
and approved unanimously in the
following form:

"Under date of June 5, 1950, the Board was informed
bY the Federal Reserve Bank of San Francisco that it
ti!ad received a confidential letter from Bank of America
_atiena.L Trust and Savings Association, San Francisco,
alifornia, relating to certain steps to be taken for

tale issuance and redemption of savings bonds at new
°ranches of the national bank to be established by the
c°nversion into branches of some 21 banks now under the
.ontrol of Transamerica Corporation and that in that
-1,-etter the national bank stated that the authorizations

Operate the new branches were expected shortly and
" was anticipated that the effective date would be
about June 24.

'We are deferring a reply to the letter from the
Federal Reserve Bank of San Francisco, and in view of the
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relationship of this matter to the Clayton Act pro-
ceeding involving Transamerica Corporation, it will
be 

appreciated if you will let me know the present
status of the proposed conversion of the Transamerica
control banks into branches of Bank of America."

748

In taking this action it
was understood that Chairman McCabe
would also discuss the matter with
Attorney General McGrath and report
to the Board the results of the dis-
cussion.

During the foregoing discussion Chairman McCabe was called

from the meeting to talk with Chairman Spence of the House Banking

arid
Currency Committee and upon his return stated that Mr. Spence

had said that Representative Patman, also a member of the Committee,
had 

stated that he would like to have a hearing on H. R. 7895, a

bill to 
increase the amount of funds which might be spent on con-

struction of Federal Reserve Bank branch buildings and on H. R. 78941
a bill to extend the existing authority for the Federal Reserve Banks
to 

purchase Government securities directly from the Treasury. Chair-

nian IleCabe also said that in response to Mr. Spence's request, he
eta*,

that the Board would have someone appear before the Committee

at the hearing tentatively scheduled for 10:00 o'clock tomorrow morn-

1.113 June 14.

Chairman McCabe went on to say that in view of the meeting

of th
-e Federal Open Market Committee tomorrow morning, he questioned

1/I ther he should attend the hearing, and in the ensuing discussion
it lirn

-- suggested that Mr. Vest, General Counsel, Mr. Thomas, Economic
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Adviser to to the Board, and Mr. Leonard, Director of the Division of

Bank Operations, be authorized to appear before the Committee to make

a statement on the technical aspects of the proposed bill on behalf

of the Board, in accordance with previous statements made by the

Board, particularly the statement made before the Douglas Subcommittee

of the Joint Committee on the Economic Report.

The foregoing suggestion
was approved unanimously.

Messrs. Thomas and Nelson withdrew and Mr. Baumann, Assistant

General Counsel, joined the meeting at this time.

Chairman McCabe referred to recent informal discussion with

Senator Robertson concerning the pending bank holding company legis-

lation, as reported at the meeting on June 7, 1950, and stated that

Pursuant to that discussion he had had prepared a draft of memorandum,

e"eerning points of difference between members of the Robertson

Subcommittee, for the personal and confidential use of Senator Flanders

in attempting to bring about agreement on a form of bank holding

e°mPa/1Y bill which might be reported out by the Senate Banking and

Currency 
Committee.

The draft of letter was
read, changed, and approved in
the following form:

"In our recent telephone conversation with respect
to the bank holding company legislation, we discussed
Senator Robertson's suggestion that you might act as a
sort of catalytic agent in an effort to bring his views
and those of Senator Douglas together and you requested
that I furnish you a memorandum for your personal use
ln that connection.

"The Board, of course, very naturally feels that
as an agent of Congress, it must give to the Committee

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



6/13/50

-7-

"its very best professional opinion in the matter;
and as you know it has repeatedly expressed its views,
first, in the presentation of the legislation which
was first introduced in this Congress; second, in
certain amendments which were proposed by the Board;
and third, in various reports and statements which
1.t made to the Committee and Senator Robertson. In
l'his connection I enclose a copy of our memorandumOf April 27, 1950, expressing the views of the BoardO n the earlier draft of Senator Robertson's bill.

"The point has now been reached where your Com-
mittee has had the benefit of the best available ad-
vice from all sides, and the question before the Com-
mittee involves an appraisal of that advice and the
e2nsideration of what course of action should now be
followed. As we have heretofore indicated, the Board
will, of course, carry out to the best of its abilityany bill that the Congress enacts, and the question
Whether a desirable compromise can be effected is a
matter for the determination of the Committee.

"However, we wish to be as helpful as possible
in thi--s matter, and there is enclosed for whatever it
TaY be worth a memorandum entitled 'Possible Amendments
0 Robertson Bank Holding Company Bill, S. 35471,

'Which we hope may be of some assistance to you in your
'"I•er[1-t to bring the views of Senator Robertson and

6enator Douglas together.

it 
'It is highly desirable to attain legislation ifi+Is s possible to do so, as failure to pass a bill at
session might mean the postponement of action byCongress 

with respect to bank holding companies until
'fte future time when a banking crisis arises."

The memorandum attached
to the letter read as follows:

"-POSSIBLE AMENDMENTS TO ROBERTSON 
BANK HOLDING COMPANY BILL, S.347 

"There have been several substantial points of

c)
rerence with respect to S. 3547, the Robertson Bank
.ding Company Bill. These have related to (1) def-
lnition of bank holding company, (2) control over ex-
?.,nsion through the purchase of bank assets, (3) au-
thorization of investigations, regulations, and civil
enforcement, (4) provision for registration, reports,

rd examinations of bank holding companies, and (5)
lffusion of administrative authority. All of these
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matters are touched upon in the proposed amendments
presented by Senator Douglas on behalf of himself and
Senator Tobey.

'Definition of bank holding com a . - The def-
inition in S. 351i7 Is based primarily upon the defi-
nition of holding company affiliate in existing law.
This form of definition will not fully accomplish the
Purposes of the legislation; and it would be prefer-
able at least to reduce the percentage test from 50
Per cent to 25 per cent and to substitute the words
exercises a controlling influence over the manage-

or policies of an insured bank' for the words
controls in any manner the election of a majority of
the directors of an insured bank'. However, if it is
essential in order to obtain legislation at this time,
acceptance of the definition contained in S. 3547
Would be better than no legislation.

"Purchase of bank assets. - S. 3547 does not
contain any provision controlling expansion through
the purchase of assets of additional banks by banksin bank holding company groups. There is a satis-
actory provision on this subject in one of the
cliglas-Tobey amendments. It has been suggested,
however, that legislation should be adopted which
II°u14 regulate or control the acquisition of assets

csafhtlin 
gby any insured bank whether or not it is in
company group. This would involve separate

consideration of this subject and would not need tobe a part of bank holding company legislation. In
e ircumstances, although the control of the pur-

chaseof bank assets is very important, it could be
.mitted from the holding company legislation; but,
lf this is done, there should be separate legislationon this subject.

"Investization, regulation, and  civil enforce-ment
- S. 3547 would rely solely upon criminal pen-

't1des for enforcement. It does not authorize any
''vernment agency to conduct investigations, subpena
:ltnesses and records, issue regulations, or to en-
;°rce the law by administrative or civil action.

lich provisions are necessary for effective admini-
stration and are contained in one of the Douglas-Tobey
amendments. Some such amendment is essential. If
ngress should be unwilling to grant the power to

conduce investigations, however, but would includeauthorityI 
for civil enforcement of the law through

injunctive proceedings in the courts to prevent vio-
'ations, every effort would be made to enforce the
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"legislation as far as possible within the limited
authority given; but it should be emphasized that
this would very materially weaken the legislation.

"Reodstration rvorts, and examinations. 7 S.
3547 contains no provisions with respect to registra-
tion, reports, and examinations of bank holding com-
panies. It seems essential that these matters be
covered and, in fact, there did not appear to be any
significant disagreement on this point during the
hearings. The Douglas-To bey amendment dealing with
these matters is satisfactory.
. "Administration. - One of the fundamental ques-
tions involved in this legislation is whether its
adrainistration (and particularly approval of expan-
sion by bank holding companies) should be vested in
a single administrative agency, or diffused among
the Board of Governors of the Federal Reserve System,
the Comptroller of the Currency, and the Federal
Deposit Insurance Corporation, as provided in S. 3547.
Such a diffusion might lead to the application of
varying policies in similar situations, and it is
believed to be necessary that there be a centraliza-
tion of administrative responsibility in a single
elloY, as provided in the Douglas-Tobey amendments.
1 alternative which might possibly be considered

talthough it is questionable whether it would be
Practicable) would be to require the unanimous ap-
proval of all three Federal supervisory agencies
oefore any action involving expansion by a bank
holding company group.

"Miscellaneous. - The adoption of modifications
sch as those indicated above would call for a few
111:?nor drafting changes in other provisions of the

-1-1 in order to conform them to the amended pro-
visions, but these would not involve questions of
Policye n

At this point all of the members of the staff with the ex-

of Messrs. Carpenter, Sherman, and Kenyon withdrew, and the

acti 
°fl stated with respect to each of the matters hereinafter re-

to was taken by the Board:

Minutes of actions taken by the Board of Governors of the
Pede

ral Reserve System on June 9, 1950, were approved unanimously.
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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on June 12, 1950, were approved and the ac-

tions recorded therein were ratified unanimously.

Letter to Honorable H. E. Cook, Director, Federal Deposit

Instlrance Corporation, Washington 25, D. C., reading as follows:

"Consideration has been given by the Board to
Your letters of June 1 and June 5 to Governor Vardaman
regarding the matter of compiling information regard-
ing defalcations in insured banks.

"As indicated in your letter of June 1, a meeting
was held on April 11 at the offices of your Corporation
attended by Mr. Clarke of the Division of Examination
and Mrs. Garber of the Division of Research and Statis-
tics, both of your Corporation, Assistant Chief National
Bank Examiner Taylor, and Mr. Goodman of the Board's
Division of Examinations for the purpose of discussing
a.proposal regarding the accumulation of information
With regard to defalcations in each insured bank. It
was agreed that your representatives would prepare a
memorandum outlining the purposes of the proposal and
describing the suggested procedure, and that it would
be transmitted informally to representatives of the
Other two agencies for further consideration.

"Although our Division of Examinations has been
studying the matter in the meantime in connection with
currently reported criminal violations, the memorandum
1?7 Your staff has not yet been received. However, it
iS understood from Mr. Goodman's telephone conversa-
t ons on June 8 with Mr. Clarke that the memorandum
will be available the latter part of this month.

"The Board has asked me to assure you that this
matter will continue to have the active attention of
01-1/: Division of Examinations and that further consider-
ation will be given to the matter by the Board when
the proposal has reached definitive form."

Approved unanimousl,/

Secretary.
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