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Yinutes of actions taken by the Board of Governors of the

$erg)
- Reserve System on Thursday, December 7, 1950. The Board
i

n
the Board Room at L:35 Pelle

FRESENT: wr, McCabe, Chairman
Mr, Eccles
Mr. Szymczak
Mr, Vardaman

Mr, Carpenter, Secretary

Mr. Sherman, Assistant Secretary

Mr. Thurston, Assistant to the Board

Mr. Thomas, Economic Adviser to the Board

Mr. Leonard, Director, Division of Bank
Operations

Mr, Vest, General Counsel

Mr. Young, Director, Division of Research
and Statistics

Mr. Solomon, Assistant General Counsel

Mr. Garfield, Adviser on Economic Research,
Division of Research and Statistics

Mr. Jones, Chief, Consumer Credit and
Finances Section, Division of Research
and Statistics

Mr, Pawley, Economist, Division of Research
and Statistics

Mr. T. Smith, Economist, Division of
Research and Statistics

&mk i, Arthur Phelan, Vice President of the Federal Reserve

of N

P%e W York, Mr, Dale M. Lewis, Assistant Vice President of the
Ty

Sy,

ep

T, anq Assistant Secretary of the Federal Reserve Bank of Chicago,

aASSY et
1M S8isting the Board temporarily in connection with work re-

R
®Serve Bank of St. Louis, and Mr. E, 8. Heath, Assistant

¢ to
Selective credit controls, also were present,

@ mm There was presented a draft of statement to be made tomorrow
(ty

i
. AN McCabe before the Joint Committee on Defense Production

So.
%alleq "¥atchdog Committee™) provided for under the Defense
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rOduct.
; 10n Act of 1950, The draft had been prepared subsequent
the 4
Uscussion at the meeting on November 1L, 1950.

The statement was read,
changed, and approved unanimously
in the following form:

"The Board of Governors of the Federal Reserve
M welcomes this opportunity to report to your
partictee on its regulation of consumer credit and
izeq b“laff‘ly automobile instalment credit, as author-
1950. Y Title VI of the Defense Production Act of

chs te

that :ﬁt the outset, I should like to emphasize
Defep, € Board has viewed its stewardship under the
bilitie Production Act in the light of its responsi-
help €s for monetary and credit policies that will
sewemalntain a stable value for the dollar and pre-
sibili:_strong economy. In carrying out its respon-
So & les under the Act, the Board, of course, has
ang oo guided by the observations of the House
the ienate Banking and Currency Committees concerning
dernflationary role of consumer and mortgage credit
Tep rtcurrent conditions, made in their respective
'S on the Defense Production Act.
agg The Federal Reserve has acted to carry out its
obje(g:f;*}lent in the light of its understanding of the
You < 1Ves that Congress had in mind., As long as
We eiaVe the responsibility with the Federal Reserve
eeoy leve you will expect us to do our duty in
ance with the objectives of the Congress.
g , E\}I‘ing the period the Congress was deliberating
frop 3 ing on the Defense Production Act of 1950 —-
mal‘ketuly 19 to September 1 —- business and consumer
br 8 Were being swept by hysterical buying, prices
VanciictICally all sectors of the economy were ad-
era)] g sharply, and inflationary pressures were gen-
ang ti' rampant, The Congress, the Administration,
Veloe Public were very apprehensive about these
Pments both because they threatened the very
of 4 2tlons of our free enterprise society and because
I c&nelr adverse effects upon our preparedness efforts.
Wore assure you that we at the Federal Reserve System
bagy, °rY deeply concerned. In the light of this
ground, the intent of Congress with respect to
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"Title VI of the Defense Production Act seems to
Let me here state briefly my beliefs in

Lo I believe the Congress at that time
Wag deeply conscious of the concern felt by
§ American public over the value of their
dOllars, and wished to take every practical
Step o Preserve the integrity of our money.
& 24 I believe also the Congress intended
" adequate taxes and general and specific
{84t controls showld be the first reliance
R Maintaining the value of the dollar,
t 3¢ I believe the Congress intended that
ehe Powers to regulate consumer and real
exi e credit should be used to the fullest
dxtent Practicable, as a means of limjiting
£3030d o the available supply in the affected
e ®lds, thus restraining further price in-
reaSeS.
in oo I believe also that the Congress had
111!&“1‘:‘@ that the use of these powers, in
of -Ui0g demand, would help in the transfer
TeSources from the production of civilian
E?_ods to the production of military goods
t}'lout unnecessary price inflation. .
Act, 'During the period when the Defense Production .
anq T 1950 was under study by the Congress, the Boar
twelits staff, in collaboration with officials of the
branve Federal Reserve Banks and their twenty-four
Crg hes, carried on intensive studies of the consumer
h Usiness, including numerous consultations with
tradmajor segments of the trade. In all, some 750
tione Congultations were involved in this pre-regula-
Con SXploration., Officers of the twelve Reserve Banks
Jucteq a total of 725 of these regional conferences
Jeet Tade groups and businessmen prospectively su‘t;-
8 O consumer credit regulation. The Board and its
Roy,. oRSulted on 25 different occasions with such .
afi‘ec:’dincluding the major national trade associatio
e L]

Cop, "As evidence of the way in which the Board has

Uiy, o4 With the interested public while making de;e

o regarding Regulation W, I should like to qu?;he

Natil the October issue of the official magazine of

degy Rl Automobile Dealers Association, The auto
Herg Said:
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"N.A.D.A, officials did a great deal of
YTk anq cooperated closely with the Federal
Reserve Board during the period that the new
€ulation W was being drafted. They compiled
Presented data showing that the terms
Should not, be so strict that they would work
D8edless hardship on persons who have the
8reatest need for reliable transportation.
% 'N.A.D.A, is continuing its frequent con-
3¢ts with the Board, which has been working
‘Nterpretations necessitated by special
Problens that have arisen,!
sult ‘ggainst this broad background of study and con-
QOn:thn, a draft of the regulation was prepared and
Fedeldered by the Board after submission to all of the
fo T3l Reserve Banks. Thus, the Board was ready for .
:na action once authority to regulate consumer credit
®Racted into law, o
the he Board issued Regulation W on September 8 within
ton OUr after the President signed the Defense Produc-
da Act of 1950, The regulation was made effective ten
chs -ater on September 18, This interval was considered
um period for placing the regulation :’!.n the hands
tiozegistrants and enabling them to adjust their opera-
tone. %0 it, The Board's decision as to the terms of the
Sideumer credit regulation was based on the practlcal con-
dep Tation that the regulation should rest:f'aln consumer
‘cheanc.l and credit growth in the most volatile segment of
f},e d, namely, the instalment financing segment.
howe Talti-l'lg the field of instalment credit as a.whole,
matuver’ the initial minimum downpay.rment and maximum
%ratrity requirements under Regulation W.were only mod-
Dreve].'y_restrictive in relation to practices generally
Uge 8ling in the instalment financing trade, In the
s X field, particularly for older models, and also
1ibe‘;Me appliance lines, the regulatory terms were more
Aty than those practiced by the conservative trade.
the - 'PPlied by the trade indicated that the bulk of .
nlt)bj:l_r&msactions being written on new and late model auto-
ln ;o8 and on other items of relatively high unit price
Wy $ months just prior to the regulation were somewha
the Liberal a5 to downpayment, maturity, or both, than
a111;,5,‘111*'1‘0ductory terms of the regulation, Inforx?atloili
gat, equently obtained by the System's own field investl-
°r‘°‘Ihas confimed this basic finding. =~
t N amouncing the new Regulation W to the p y
2 Soarg GXpresslff stated that, if the terms established
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dgig ot provide an adequate restraint on consumer
Dansyd’ as well as on further rapid inflationary ex-
to r:on of instalment credit, the Board was prepared
termSEXamlne its regulation and establish more stringent
the gus On October 13, five weeks after the issuance of
No‘lrlglnal regulation, the Board announced Amendment
ni %o Regulation W establishing, effective October 16;
triot downpayments and maximum maturities substantially
18, €I than those which became effective on September

q 4o I8 action was taken three days after the Board
tabliss?ed Regulation X, to be effective October 12, es-
Croqi Ng downpayment and maturity terms on mortgage
tab)e to finance newly constructed houses. The attached
Proyy Compares the new terms of Regulation W with those

ded in the initial regulation.

"MINIMUM DOWN PAYMENTS AND MAXTMUM MATURITIES
UNDER REGULATION W

\
Minimum Maximum
L down payment 1/ maturity
isted articles __(per cent) (months)
and loans Septeld- Sept.18-
Oct.15 | Oct.16- | Oct.15 |Oct. 16—~

igzed articles:
Ha;:inger automobiles 33 1/3 33 1/3 21 15
Fupps , 2PPliances 2/ 15 25 18 15
cgltu?e and floor
Home"?rlngs 10 15 18 15
lmprovement
materials, articles,

Loana d services 3/ 10 10 30 30
° inghase listed :
ney o CLes L) ) (L) (4)

assified — e 18 15

:emptions: Sept. 18-Oct, 15, listed articles costing
thss than $100; beginning Oct. 16, those costing less
Y on$s50,
Neludes radios, television, refrigerators, food freezers,
. °n°8raphs, cooking stoves, ranges, dishwashers, ironers,
tgs ng machines, clothes driers, sewing machines, suc-
%/ ion cleaners, room-unit air conditioners, and dehumidifiers.
Y Neludes heating, plumbing, and other household fixtures,
equirements same as on instalment sales of the respective
Tticleg,
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"I should like to make entirely clear three
wPeets of the Board!s Amendment No. 1 to Regulation
t}; First, the Board's amendment action was taken.ln
I‘c,e Light of the total economic and credit situation.
Yas taken not primarily because of developments
€ specific fields during this period but because
b ® Magnitude of the general inflationary problem-
SCame more clear. 1t reflected the Boardt!s appre-
“ension over the continuing strong inflationary trenc.ls
€ economy generally as well as over the contimuing
D ONg consumer demands for durable goods and accom-
anylng expansionary trends in instalment credit.
TeS now available show that loans of commercial
Janks expanded 5.7 billion dollars from the end of
ne October 25 of this year — the largest loan ex-

Eiansim in such a short pericd of time in the country's
w&Story. More than 25 per cent of the loan expansion

8 S t( € direct or indirect result of growth in con-
banir Credit and another fifth was due to a rise in
Pay Oldings of real estate mortgages. This loan ex-
h01sq‘°n Was accompanied by a further increase in bank
t,otdlngs of corporate and municipal securities. The
€Xpansion of bank holdings of loans and non-
biﬁrnment securities was the immediate cause of a 3
Sy lon dollar increase in the economy's already large
PPly of money.
We "SeCOnd, the Board was seriously concerned, as
3% 0 her agencies of Government, over the undesirable
era) ind‘=-‘I‘ing effects of inflationary pressures gen-
&xn..Y Oh the rearmament, stockpiling, and industrial
i‘i:pansioll programs. Appropriations for national de-
plaie Were able to buy far less this fall than contem-
®d when Congress passed them. _
sy "Third, the Board took its action only after con-
tation with other interested agencies of Government.
6fge.. - Should now like to report on what I think the
genect's of Regulation W have been, T? report f:!.rstcln
prier terms, the regulation has limited tt.xe.rlse in
Whay"S in.the durable goods field; it has limited some-
of the further expansion of the money supply; because
€se two effects, it has limited the advance of
theces geénerally; and, lastly, it has removed some of
Tessure which would have hampered diversion of
e *Tials ang manpower to the military effort. These

Dezgﬁ‘? have been of great benefit to the American




1962

Rhs -
"Let us now examine the effects of the reg-
Eiati‘m in the automobile field, with which your
ar

% ings are particularly concerned., At the time
h Congress was deliberating the Defense Produc.:tion
0ots new carg were not generally available ab list
pl‘ices’ i.e, , unloaded of extra equipment or special
ﬁemiums: to the great bulk of the people who wanted
4 Y9y them, with respect to used cars, average i
moga Prices of a representative popula? priced 1949
gléel ¢ar rose from approximately $1430 in June to
to 35 in August, On the average, mopthly payments
863buy the 1949 model used car had risen from $56 to
Nopsq L¥ 1S clear that inflation in the retail auto-
Wwh € markets was impinging adversely on both those
lowe. 2U8ht higher priced cars and those who bought
wer Priced cars, .
et us look at the retail automobile market
today_compared with August. New cars are availab:!.e
extt ing public at list prices, without requu.'ed
T3S or premiums. On the basis of advertised prices,
Qh§°pular priced 1949 model used car could be pur-
parsed in leading cities in November for $1280, com-
moded With $1635 in August. The buyer of such a
con t had to pay one-third down or $.27 in November
uzmpared With one-third down or $5L5 in August. The
inpaid balance in August was on the average paid off
N°v21 Months at the rate of $63 per month, In
15 Slber the balance was required to be paid off in
Tonths or at the rate of $67 per month,
. great proportion of the cars bought by con-
it TS in the United States are used cars. In 19L9
S estimated that 6.9 million used cars were bought
N} **sumers a5 compared with L.5 million new cars.
Iy icars Predominate in the holdings of the population.
S estimated that 69 per cent of the passenger cars
of %Peration are more than three years old. The man
in 3Verage income typically buys a used car. In help-
Ina}g( © keep used cars at a reasonable price and.to
at ® new cars readily available at effective prices
sery elow the list, Regulation W has been of great
dervice to the American consumer, It has done a great
su:m to Combat the price inflation which seemed last
*T 10 be getting completely out of hand,
38, . 'At the present time about 20 million out of our
Whenullion privately owned cars are prewar cars and
" 801d as used cars have a price of around $500 or
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"legs, Before imposition of Regulation W, if a
purchaser boughimg $4,50 car on a basis of one-third
down’ he paid $150 cash and paid off the balance at
Tate of $2, to $28 per month, depending on whether
= Daturity was 15 or 12 months. Regulation W has
Wt affected the typical terms of payment for these
“heaper cars, One-third down and 12 or 15 months to
/> if dealers will finance on these terms, are
b Peérmitted, Good usable cars for perforr!nng a
Er *8% Portion of the daily travel of the public con-
to be available under Regulation W on purchase
ceIms of about $25 a month or less. These are the
%S which are customarily bought and used by large
?umbers of our working population who are looking
g:g Yansportation and not for the latest style and
get,

"Supply developments in the retaii automobile
v following the introduction of Regulation W and
at Subsequent tightening are of course n?t all

brd table to the regulation., Some buying that

Marke

:;uld Otherwise have been done this fall was accgl—
t. *bed ang done in the summer months., The fall is

ypically a season of declining automobile travel
anq Sof

Pr tened demand for cars., The industry has ‘?een
0.R2Ting new models and this fact has no doubt in-
wgged Some deferment of new car buying by purchasers
pOrtWOHld otherwise be in the market. But the 11{111;
Wit Mt fact for these hearings is that the marke
De h €gulation W is less inflationary and more com-
titive than it was. It is more of a buyers' market
:n ®Ss of a sellers! market, It is in every respect
otﬁore NOormal market situation. Despite.the“ role of
coner.influences , I believe that Regulation W has ot
Co trf?“ted significantly to this more healthy market .
. lon.

nInVentory of new cars was at an abnormally low
When consumer credit regulation was inaggurated.
Shabled manufacturers to go ahead full tilt at
levels of output despite the regulation. ;n
Weeks production has been down frog ea?ller .
¢ rates, the lower level reflecting primarily mode
120nges, but the current rate of output of about.
a 2000 cars a week is still, historically speaking,
devery high rate, Some inventory accumulation by
lerg has recently taken place, but new car inven-
¥ for the new car dealer trade as a whole is still

e

s
by
I‘egh
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"0t above traditional relationships with sales.
® latest retail sales reports with respect to
oW carg indicate that November sales were prob-

bly One-tenth above a year ago. Sales a year
80 Were in large volume. The rise in retail in-
ROy of new cars probably tapered off consider-
™y in November,
he foregoing observations relate to the
ile market as a whole. The situatlon.wn.]'.l
.Y for different makes of cars , and among indi-
Zl dealers, Such differences are matters for
omp?tition and not regulation to iron out. Reg-
Cr:;:;z? W affects the general terms of sale on
nors- With respect to the size of the current auto-
0?. Lle inventory: trade sources estimate inventory
DeW cars at about 500 ,000 on November 1, With
Rt at, an annual rate of over 6 million cars now,
E 8 dealers generally in the best financial con-
witim of the automobile industry's history, and
itth the use of materials already ordered curi.:alled,
"ould seen that inventories are not excessive.
thy t has been argued that Regulation W will
hy °".men out of work, But to date unemployment
a ¥ been at a low level and employment has reached
*" high level, If some unemployment does develop,
a;le Principal cause will be the dislocations that
due inevitable in the transition to military pro-
“lon, ang not Regulation W, )
"It is sometimes claimed that Regulation W
t}&‘s Prevented the American working man from buying
° 8tomobile that he needs to provide his trans-

AWhomo

I*zﬁrta"“ion. It is said that Regulation W favors
mae Tich ag against the poor, that it bgrs from the
th:ket the low income man with his credit and leaves

try gh income man free to buy with his cash. The
. Pé th ig that Regulation W has helped ra1.:her tha.nIt
he) Zed the person of moderate or low income,
PS him where he is most in need of help —- in
&ts Pocket, hook., Cars, new or used, are availa.tble
allvariOUS prices to meet the budgets of practically
tony OTKErS who want or need cars. And these cars
ors ©Ss than they would have cost in the absence
oty 8Wlation W, Furthermore, prices are lower for
i‘oher articles listed in the Regulation, and also
+, ticles not listed, than they would have been
thoyt, the Regulation. The American consumer is
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etter off a5 a result of Regulation W.

"We must of course bear in mind that the .
Yorroney, is getting credit, not a gift., This credit
1t be Paid back--and with finance charges added,

* In other words » When the consumer increases
hs ®Xpendable income of today by borrowing, he is,
I the Same time, reducing his expendable income of
tOmOrrow. The thing that limits the man of low in-
2ome i3 hig income, He doesn't get something for
?thing by borrowing to go into the market to bid
msainst others for a limited supply of good§.. He

Tely helps to push up the price of that limited
BRLy op goods and increases the burden that he
Meet out of his same income.

"To encourage the man of low income to do that
odep Present conditions is to encourage him to en-
B in 4 contest where he is at the greatest possible

Ydvantage, The wealthy can always meet high prices
s ®asily than can those of lower incomes. Price
a: *Xactly the field where the man of low incc?m? is
th Ereatest, disadvantage., Under current'condltlops,
cre O%-income man will find that the bait of easler
At 15 carried on a hook of higher prices.
8 "It is of the very essence of regula'?:.on 91‘ con~-
cgm T credit that the business of those financing
"Sunerg will be affected. If their business were

&'eat under Regulation W as it would be in the
ah under Regula
poiel:ee of the Regulation, then there would be no

the % having the regulation. Any contraction of
fng 4 Slness of these financing agencies is not an
Bone. be desired as such. But it is a necessary
sans?quence of limiting demand by these means. The
arc ices of those called into the Armed Services
¢ & in themselves desirable but they are necessary.
\ and large the consumer finance agencies
2? Proved themgelves extremely adaptable. In time
tripeace they have facilitated demand which has con-
st Duteq 4 our great production and to our high
capc8rd of 1iving. In war they have proved thelg
stpacit‘y to adapt themselves to new conditions anc
baar.ld Y till a day when they can again serve their
*le functjon, .
thy "We must continually remind ourselves, and otl;xir >
b we oan not get something for nothing, We can
abas OTe go0ds than can be produced. To weaken or ot
®lish Regulation W will not produce more goods.
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e are succeed in maintaining stable prices

do] zreserving confidence in the value of the

wp al{’ We must make a determined effort to mop

0 maj Sources of excess buying power which t?nd

able € the demand for goods greater than avail-

Pery Supplies, Otherwise, we know from past ex-
egce what to expect.

Poiny R conclusion, I would like to make this

@“dinc ear: +that selective credit controls in-

al) ofg Regulation W will not of themselves check

thay . N inflationary forces, More fundamental
Selective credit controls is an adequate pro-
°f fiscal and general controls that restrains

t°ta1ype§ of bank credit and thereby curtails the

dollar volume of private expenditures.®

th o Connection with the discussion of the foregoing statement,
Cre
W

as .
hﬁl also Presented a statement on current defense production,
aty,

)
Wary Pressures, and selective credit regulations prepared

3 tec .

9 hnlcal group of interested agencies in cooperation with the
earch

8t, Starf of the Board of Governors of the Federal Reserve

§ b g con

ch .
rlt

yRes°u1‘ces Board.,

curred in by Mr. Symington, Chairman of the National

It was agreed that Chairman
McCabe would read or present for
the record the statement, making
clear that it was prepared by the
staff of the interested agencies
and that Mr. Symington concurred
in it,

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

"R op :
Messrs, Carpenter and Sherman withdrew, and the action

Qted
Wi
8 b Tespect to each of the matters hereinafter referred to

ke
n
% the Board:
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Winuteg of actions taken by the Board of Governors of the
Sdepg
1 ReBerve System on December 6, 1950, were approved unanimously.

Yemorangum dated December 6, 1950, from Mr. Young, Director

of
he D1V1510
W the

Vigg
5y

n of Research and Statistics, recommending an increase
" basic Salary of Miss Ruby S. Andrews, a clerk in that Di-

on
s frop $3,275 to $3,355 per annum, effective December 10,

Approved unanimously.

o Letter to Mr, Sproul, President of the Federal Reserve Bank
Ne\\- YOI‘k

» reading as follows:

Tent, "The Board of Governors approves the pay-
AsSis Salary to Mr. Howard D. Crosse as an

Bary tant Vice President of the Federal Reserve
forp tof New York at the rate of $12,000 per annum
195 € period December 1, 1950, through March 31,
1950’ a8 requested in your letter of November 21,

Approved unanimously.

ty Lettep to Mr, Sproul, President of the Federal Reserve Bank
Sw Y,

0
Tk, Teading as follows:

SMopg "In a letter dated today the Board of Gov-

H°War approved the payment of salary to Mr.

F the o Crosse as an Assistant Vice President
® Federal Reserve Bank of New York.

APdg he Board of Governors also approves the

Feqep Otment of My, Crosse as an Examiner for the
Ta Reserve Bank of New York."

Approved unanimously.

L
Stter to Mr. McLarin, President of the Federal Reserve

A
Hant, » reading as follows:
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195 "s requested in your letter of December 1,
) the Board of Governors approves a payment
Fedep € Federal Reserve Bank of Atlanta to the
31135a1 Reserve Retirement System of approximately
Such, on behalf of Mr. J. S. Hamilton provided
Payment is approved by your Board of Directors."

Approved unanimously.

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

of
Chicago, reading as follows:

in y, "In accordance with the request contained
Ppr, oUr letter of November 28, 1950, the Board
Ves the appointment of Herman Henry Longfield
Bany assistant examiner for the Federal Reserve
cago.
Of the "Please idvise us as to the effective date
appointment,"

Approved unanimously.

Letter to Mr, Koppang, First Vice President of the Federal

aerv_
¢ B
Ak of Kansas City, reading as follows:

Que t"Th Board of Governors approves, as re-
the 24 in your letter of November 29, 1950,
at tﬁ yment of salary to the following employees

J Tates indicated for the period beginning

4y 1, 1951, through June 30, 1952:
Name Sala

Maude Lindenberg $1952

Roy Shaw 2772

Hallie Grutcher 3000

Ida Kennedy 2616

J. V., Refregier Li5o0®

(Omaha Branch)
Approved unanimously.
Yoy Letter to Mr, Weigel, Assistant Vice President of the

®Serve Bank of St. Louis, reading as follows:
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DeCEm;'REference is made to your letter of

; 19531‘ 1, 1950, advising that effective January

wily 1, the Blue Cross organization at Louisville

Plansmak? available to its members two optional

ang 1, Wwhich provide increased allowances for room

the °ard during hospitalization. You state that

Wproys additional cost to the Bank will be
OXimately $600 per anmum,

Pro "The Board will interpose no objection to the
Posed expenditure.™

Approved unanimously,

4 Letter 1o Mr. Leach, Chairman of the Committee on Collec-
Ong o

y
o d AcGoun’cing, Conference of Presidents, Federal Reserve Bank

Riehm
°nd, reading as follows:

195 "This refers to your letter of December L,
é-in which you advise that the Presidents!
reQeni‘ince Committee on Collections and Accounting
Colye Y appointed a Subcommittee of Counsel on
Natg Ctions and would like for the Board to desig-
Membea member of its staff to serve as an Associate
Youp T of the Subcommittee, The Board agrees with
degy Suggestion in this regard and, accordingly,
ag Agnates its General Counsel, George B. Vest,
SSociate Member of the Subcommittee.®

Approved unanimously.
. Letter 4o the Presidents of all Federal Reserve Banks,
n
§ as follows:

of em"AS heretofore stated, except in the case
belieergencies the Board of Governors does not

Fege that extensive alterations or improvements
taken eral Reserve Bank buildings should be under-
Sty 2 OT new Federal Reserve Bank buildings con-
iit'gted’ in times of pronounced inflationary con-
of anS or when there are substantial shortages

- Or and construction materials. The Board
of ®Viewed its policy in this respect in the light

€ needs of the Defense Production Program, and
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"under Present conditions does not favor such con-
Struction unless the need therefor is of an emer-
ey, as distinguished from an urgent, charac’c,eré

°°°rdingly, letter S-1109 of May 6, 1949 (F.R.L.S.
#3053) is cancelled. The last two paragraphs of

e letter, which are still of continuing applica-
ity ire inoluded in this letter as the following
paragraphs.

"There is no objection, of course, ’f:.o_the
Ployment, of apchitects to prepare preliminary
PLans’ for contemplated head office and branch build-
be; SONStruction or alterations. The Board should

: ormed, however, concerning the details of any
“Ereenent made with the architects for such plans,
the »_o8Teements should include a provision that

® Federal Reserve Bank is not obligated to retain
ofe architect for any work beyond the.prepargtlon N

Preliminary plans, but that if he is retained the
1 Jment, for such work will be taken into account
the £inal fee. No commitment should be entered
soe . FOT the preparation of detailed plans and
pe?lfications until the preliminary plans h..ave been
plvlewed by the Board. In submitting preliminary
S and estimates of cost for the construction .
o €deral Reserve Branch bank building or a major
i..ration or addition thereto, it will be appre-

gcl)at?d if the information includes the data calleg s

#38%31 letter S-1003 dated December 5, 1947 (F.R.L.S.

thy "The above does not relate to normal maintenance,
. s, to such repairs and alterations as are

96 ~8%able to tRepairs and alterations! on Form F. R.

pré o? O minor replacements chargeable to the ap-

terpm.“ate allowance for depreciation. However, al-

of long anq improvements, including replacements,

o % Major character , and new construction, should

Boa...C Undertaken without prior consideration by the
arg,m

Approved unanimously.

Eank Letter to Mr, Earhart, President of the Federal Reserve

0
* San Francisco, reading as follows:




1
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"This refers to your letters of August 29,
September 8, and octoger 24, 1950, and the fi{la}
% S angd specifications for the proposed addition
° the Los Angeles Branch building. _
"While recognizing the need for additional
aouL Space and working quarters in the Los Angeles
Bzanch building, as outlined in your letters, the
a_hard feels that it would not be appropriate to go
tiead With the project at this time, even on a par-
AL basig similar to that planned in 1946, In
Comnection, there is enclosed a copy of the
8d's Jetter with respect to building construction
thethe Reserve Banks, which is being sent today to
ag PI'?Siden’c.s of all Reserve Banks, In addition,
l%indlcated in the Board!s letter of Ncyvember 10,
i 9’.113 may be necessary to obtain additional leg-
§latl°n before such construction could be authorized,
bui](_:e-’ on the basis of present cost estimates for 4
Not y 1€ Programs completed or under way, there woul
¢ encugh leeway under the existing $10,000,000
on for the aggregate building proper cost of
L Nch bapy buildings to permit completion of the
° Angeles Branch addition as well as certain other
ts regarded by the Board as of greater urgency.
of OW long the existing situation will obtain is,
w1y W'se, not possible to determine, but the Board
to L be glad to reconsider the need for an addition
€ Los Angeles Branch building when the situation

Te favorable."

SXemp ity

Drojec

S mo

Approved unanimously.
Bahk Letter to Mr, Erickson, President of the Federal Reserve
of
BOstOn, reading as follows:

Bog "The enclosed circular letter ox}tlining the
Fedrd!s Policy on building construction by the
den:ru Reserve Banks is being sent to all Pr?51—

n Se Your Bank's building program was considered
in :he light of this policy, and there is no changi
of .o 8Uthorization, contained in the Board's letter
si°n°"ember 7, to proceed with the building exten-

remodelingo"

Approved unanimously.
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¥emorandum dated November 30, 1950, from the Division of
rg :
Otne] Administration, recommending that effective Jamuary 1,
L
51, a1 basis b
Persons employed by the Board on a temporary basils De

Ing), .
106d in the Board Plan of the Federal Reserve Retirement System,

Approved unanimously.

; ig 2 i ; gecretary.






