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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Monday, November 6, 1950.

PRESENT: Mr. McCabe, Chairman
Mr. Szymczak
Mr. Evans
Mr. Vardaman
Mr. Norton
Mr. Powell

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on November 2, 1950, were approved unanimously.

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on November 3, 1950, were approved and the

actions recorded therein were ratified unanimously.

Letter to Mt. Creighton, Federal Reserve Agent of the Federal

Reserve Bank of Boston, reading as follows:

"In accordance with the request contained in Mr.

Berge's letter of November 2, 1950, the Board of

Governors approves, effective November 1, 1950, the

payment of salaries to the following members of the

Federal Reserve Agent's staff at the rates indicated:
Annual

Name Title ailta
Clifford E. Morrissey Alternate Assistant $4,600

Federal Reserve -igent

John F. Mooney Alternate Assistant 6,900

Federal Reserve Agent

George E. Wells Alternate Assistant 3,360"

Federal Reserve Agent

Approved unanimously.

Letter to Mr. Neely, Chairman and Federal Reserve Agent of

the Federal Reserve Bank of Atlanta, reading as follows:
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"In accordance with the request contained in
your letter of October 27, 1950, the Board of
Governors approves, effective November 1, 1950,
the payment of salaries to the following members
of the Federal Reserve Agent's staff at the rates

indicated:
Annual

Name Title Salary 
Head Office 

D. E. Moncrief Assistant Federal $4,540
Reserve Agent

Genevieve M. Barnett Alternate Assistant 4,320
Federal Reserve Agent

0. W. Hammond Alternate Assistant 4,134
Federal Reserve Agent
New Orleans Branch

H. B. Hoppe Federal Reserve Agent's
Representative 4,240

D. J. Ducamus Alternate Federal Reserve
Agent's Representative 3,244"

Approved unanimously.

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

Bank of Chicago, reading as follows:

"The Board of Governors of the Federal Reserve

System has considered the recommendation of the

Board of Directors of your Bank, contained in your

letter of October 26, and, pursuant to the provisions

of Section 19 of the Federal Reserve Act, grants

permission to Union National Bank of Chicago, Chicago,

Illinois, to maintain the same reserves against

deposits as are required to be maintained by banks

located in reserve cities, effective as of the date

of commencement of business by the subject bank.
"Please advise the bank of the Board's action

in this matter, calling its attention to the fact

that such permission is subject to revocation by the

Board of Governors of the Federal Reserve System."

Approved unanimously.

Letter for the signature of the Chairman to Honorable Scott
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Lucas, United States Senate, 1120 Stevens Hotel, Chicago, Illinois,

reading as follows:

"Thank you for your letter of October 25, with
which you enclosed the attached letter dated October
20 from the Chicago Automobile Trade Association.
The data submitted by the association are interest-
ing indeed and we have retained copies for our use
in our study of Regulation W and the consumer credit
field.

"As you know, Regulation W is one of the several
measures this Board is authorized to use against the
serious inflationary developments which are destroy-
ing more and more the purchasing power of the dollar.
It is not intended that the regulation exert unnecessary
hardship in any area and every effort has been made
to avoid just that. On the other hand, if it is to
accomplish its purpose, the regulation must restrict
the demand for instalment credit in support of the
Government's program designed to stop the inflationary
spiral and to facilitate the diversion of critical
materials and manpower to defense needs.

"The subject is receiving continuous study and
Information such as was submitted by the Chicago
Automobile Trade Association will be considered
carefully. We appreciate your sending it to us."

Approved unanimously.

Letter to Mr. Edward H. Leete, President, National Association

Of State Savings, Building and Loan Supervisors, Room 2010, 270

Broadway, New York, New York, reading as follows:

"The Board's Regulation W relating to consumer
credit which was issued under the authority of the
Defense Production Act of 1950, became effective
September 18, 1950. Copies of the regulation and
of the Board's press release dated September 8, 1950
regarding the regulation are enclosed.

"If the regulation is to accomplish its purposes
it is apparent that it must have effective and uniform
enforcement. Such a program is essential in fairness
to the consuming public and to those subject to the

regulation.
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"The Board Board wishes to avoid unnecessary duplication

of investigations, particularly of banks and other

financial institutions including savings and loan

associations. Accordingly, as it did in connection

with the regulation in effect during World War II and

later when the regulation was reinstated in 1948, the

Board is again asking for the cooperation of State

and Federal supervisory agencies in the administration

and enforcement program.
"The attached outline of an enforcement program

has been prepared for the Federal Reserve Banks. It

is similar to the outline used in 1948-49. Since it

relates to violations with criminal penalties, the

general program has been cleared with the Department

of Justice.
"The Board would like to have the cooperation

of the various State savings, building and loan

supervisors with respect to such State chartered in-

stitutions under their supervision. That cooperation

might be extended along the following lines:

1. The State examiners to take appro-

priate steps in their examinations

to promote understanding of, and

compliance with, Regulation W, and

to determine whether violations of

the regulation exist either as to

credits originated by the institu-

tion or credits acquired by it from

others.
2. If violations by institutions under

State supervision are discovered,

which in the opinion of representa-

tives of the State supervisor are

inadvertent, State representatives

to take steps to obtain correction

of the violations along the lines

which it is contemplated will be

taken by the Federal Reserve Banks

in similar circumstances under section

II-A of the enclosed Outline of En-

forcement Program; and

3. If violations by institutions under
State supervision are discovered,

which in the opinion of representa-

tives of the State supervisor are

apparently willful and steps should
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"be taken to determine whether
penalties should be prescribed,
State representatives to report
the facts in the case to the Federal
Reserve Bank of the district in
which the apparently willful
violation occurs or to the Board
of Governors.

"The procedure regarding treatment of violations
of the regulation, as stated in the attached outline

of the enforcement program, is practically the same as
the one in effect during 1948-1949. As you probably
know, however, the scope of Regulation W has been
broadened to include home repair, alteration and im-
provement credit where the credit extended is in the

amount of $2500 or less.
"We shall appreciate it if you will bring this

request to the attention of the National Association
of State Savings, Building and Loan Supervisors. In
carrying out the program, we hope the representatives
of the various State savings, building and loan super-

visors and appropriate representatives at the various

Federal Reserve Banks will maintain close informal

contacts in order that the Federal Reserve Bank
representatives may be of all possible assistance to
the State savings, building and loan supervisors in
their cooperation in this program.

"The Board is counting on close cooperation with

your organization in the administration and enforce-

ment of the regulation and will welcome any opportunities,

formal or informal, to further the mutual interest in

promoting and maintaining sound banking and credit

conditions."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks,

reading as follows:

"An inquiry has been received by the Board as

to whether Regulation W is applicable to a lending

facility established under a trust arrangement by a

business concern for the benefit of its employees.
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"Briefly, each employee participating in the
trust arrangement may authorize payroll deductions
which are paid into a fund administered under the
trust and which are credited to the account of such
employee. Also paid into the fund and credited to
such employee's account are contributions by the
employing business concern in specified percentage
amounts substantially less than the authorized
payroll deductions. Any such employee may direct
that funds credited to his account be used to purchase

insurance, annuity contracts, or securities which are
then retained in the account as account assets.

"In addition, it is understood that any such
participating employee may borrow from the fund so
established an amount not exceeding the value of the
assets credited of his account, and such assets
remain in his account as collateral for the loan.
These loans are repayable in instalments.

"The trust instrument provides that the 'credit

balance' to a participating employee's account is the

property of the employee. However, such employee
may not, apparently, withdraw his total credit balance

but only two-thirds of the unencumbered portion thereof,

exclusive of amounts which may be designated for
medical or hospital association dues, the regular
contributions to the account by the employer, and
the purchase price of any insurance, annuity contracts

or securities in the account that have not been re-

placed by cash. Upon the death of a participating

member or termination of his eligibility to participate,

he or his estate, as the case may be, is entitled

only to the 'net credit balance' of his account.
"On the basis of the facts presented, the Board

is of the view that the instalment loans above referred

to do not appear to qualify for exemption from Regula-

tion WI and that the trust arrangement for the admin-

istration of the employees' accounts and the lending

facility is a Registrant for the purposes of section

2(a) of the regulation and, therefore, should register

as required by section 2(b). The fact that such a

lending facility may be a small or almost insignificant

part of the total operations of the business concern

that established the facility can not be determinative

in cases of this kind. The important considerations

are that loans of a regulated character are made and
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"that such loans do not occur only in isolated in-

stances. Nor is such a facility to be excluded

from the application of the regulation merely be-

cause the purpose of the business concern may be

chiefly or even exclusively to help its employees.

"Cases of this character, however, must be

considered on their own merits and on the basis

of the particular facts as presented. Therefore,

the foregoing is not intended to lay down a govern-

ing rule applicable in all cases of a related nature."

Approved unanimously.

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

Reference, Bureau of the Budget, Washington 25, D. C., reading as

follows:

"This refers to your letter of November 1,

1950 to Chairman McCabe, requesting the Board's

views on a draft of a proposed Executive Order

entitled 'Prescribing Regulations under the

Defense Production Act of 1950 for the Exemption

of Certain Persons from the Operations of

Sections 281, 283, 284, and 1914 of Title 18,
United States Code, and Section 190 of the Revised

Statutes'.
"The Board has no suggestions to offer con-

cerning the proposed Executive Order."

Approved unanimously.

Memorandum dated November 1, 1950, from Mr. Evans, recommend-

ing that authorization be given to the Division of Administrative

Services to open the west door to the garage and the West court

gate each working day from the hours of 8:30 a.m. to 5:30 p.m. and

that they employ the services of one additional chauffeur.

A(441! Ak

• - - Secret,

Approved unanimousl
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