. Winuteg of actions taken by the Board of Governors of the
Sdep
; al Reserve System on Friday, December 15, 1950. The Board met
the
Boarq Room at 10:35 a.m.

PRESENT: Mr, McCabe, Chairman
Mr, Eccles
Mr, Szymczak
Mr, Vardaman
Mr. Norton

Mr, Carpenter, Secretary

Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Mr, Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr, Thomas, Economic Adviser to the Board

Mr, Vest, General Counsel

Mr. Young, Director, Division of Research
and Statistics’

Mr. Nelson, Assistant Director, Division
of Examinations

Mr, Solomon, Assistant General Counsel

Mr. Conkling, Chief, Member Bank Reports
Section, Division of Bank Operations

Mr. Youngdahl, Chief, Government Finance
Section, Division of Research and
Statistics

Mr. Koch, Chief, Banking Section, Division
of Research and Statistics

Mr. Pawley, Economist, Division of Research
and Statistics

oy . Phelan, Vice President of the Federal Reserve Bank of
Ork

%)q > ho wag assisting the Board temporarily in connection with
ctv

ive :
Tedit regulations, was also present.

il
o g here Were presented telegrams to the Federal Reserve Banks
08,

on .
> New York, Cleveland, Richmond, Atlanta, Chicago, St. Louis,

nneaPoli

- S, Kangag City, Dallas, and San Francisco stating that the

WPpr
i Proveg the establishment without change by the Federal Reserve
of

K
nsas City on December 11, by the Federal Reserve Bank of
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Atla::ncisco on December 12, by the Federal Reserve Bank of

" °R December 13, by the Federal Reserve Banks of New York,

eWﬂand, Richmond, Chicago, St. Louis, Minneapolis, and Dallas

%;kca“mr 14, 1950, and by the Federal Reserve Bank of Boston

W, of the rates of discount and purchase in their existing schedules,
Approved unanimously.

& There Was presented a draft of letter to the National Used
r Deal
®Ts Association prepared in response to a petition filed with

¢ Bo
ar
d by that Association under date of December 5, 1950, re-
%3tin .
N § that it pe granted a formal hearing before the members of
& By
arq we
i With regard to the amendment to Regulation W, Consumer

e :

. > "hich became effective October 16, 1950. The draft was read
h

® Se
0 ®retary and in the ensuing discussion various changes were
ggeste 4

. Chairman McCabe expressed the view that the Board indicate

he |

the Stter that it would be happy to grant a hearing either to
aty,

8 N2l Used Car Dealers Association, which had submitted a

!
g Petition in writing to the Board, or to the National Automobile

atth Association, which had requested a hearing befofe the Board
® hegmns
*rings held during the past week before the Joint Committee
EQS
Op e PrOduction (the so called "Watch-dog Committee®) provided
'}

nder
uht the Defense Production Act of 1950. He suggested, however,
t

€ :
thg 5 8sociations be informed that the customary procedure of

w, "
85 to have a designated member conduct such a conference,
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bu, ¢
hat, Other members of the Board would be notified of the time

Pl
4Ce of the meeting and that as many as were available would

attend
* He also stated that, inasmuch as the Joint Committee on

Dot
Nse .
Production had indicated the associations! request should be

gra-nte

d

- » he woulg like to check the letters with Senators Robertson
d g

Wbank before they were mailed.

It was agreed unanimously that
the letter would be revised along
the lines suggested during the dis-
cussion and that when it was in a
form satisfactory to Mr., Norton and
Chairman McCabe, it would be sent. In
taking this action it was understood
that a similar letter would be addressed
to the National Automobile Dealers
Association.

Secretary's Note: Chairman McCabe
reported to the Secretary that Senators
Robertson and Maybank had no suggestions
to make, and the letters were sent on
December 20, 1950, as follows:

L
Stter to the National Automobile Dealers Association:
on De;In the recent testimony before the Joint Committee
Wo ®nse Production your Association indicated that it
tions tlke to present further information and recommenda-
"A° the Board regarding Regulation W,
Nggagto LTNg that this still is your desire the Board
on %es that you come to the Board's offices at L:00 p.m.,
Bogpqe 0T 27 at which time, in accordance with the
bep ofs established procedures in such matters, the mem-
Spect, the Board who has special responsibility with re-
f the © Regulation W, together with such other members
to haye D2Td as are available at the time, will be glad
menda  you submit in person such information and recom-
Re 'l?ns as you may wish with respect to any phase of
in ?t}on We We will, of course, also be glad to receive
Seng ttlng any additional material that you may desire to
S on this subject.
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"Please let us know whether you will be present

€ time stated, and if this date is not convenient
» We will endeavor to arrange another date at a
time which will be mutually conveniento"

at

You
later
Letter to the National Used Car Dealers Association:

of De"ThiS is in further reference to your letter
- Cember 5, 1950, with which you enclosed a peti-
on behalf of the National Association of Used
®alers for a hearing regarding the provisions of
W, particularly in its relationship to the

Nl response to your request, the Board suggests
cenh, U come to the Board!s offices at 3 Pellle ON
establgr 27 at which time, in accordance with the Board's
th 1shed procedures in such matters, the member of
04rd who has special responsibility with respect
Boarz ation W, together with such other members of the
Yoy Su§5_3r§ available at the time, will be glad to have
you p ml? in person such information and arguments as
We .. Y Wish with respect to any phase of Regulation W,
mW‘adl? ?f course, also be glad to receive in writing
on th,dltlonal material that you may desire to send us
S subject,
& tpe 1?ase let us know whether you will be present
to v time stated, and if this date is not convenient
lategu’!we will endeavor to arrange another date at a
ime which will be mutually convenient."

that Jo

Messrs. Solomon and Pawley withdrew from the meeting at
Poing

Chaj .
halrman McCabe referred to previous discussions of an in-

g
ase in Ira . . y
the °Serve requirements of member banks, stating that he felt

Tings
% . *pal Question to be considered at this meeting was the timing
Cig
n,

I
%%ﬂ - Connection with a discussion of possible action by the
t

8
Nereage reserve requirements of member banks, in response
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s/, 5

a .
questlon from Chairman McCabe, Mr. Thomas reviewed present and

pros

Pect
f tive conditions in the money market and the possible timing
0

the .

effective dates of such action after the first of the year

en
S8 reserves of member banks would increase because of a return

oy

®Urrency and decline in bank credit outstanding.
&Smnm furing a discussion of the relationship of an increase in
Ngs}& ®Quirements to Treasury refunding operations and of the
‘ ® 8ffect of sneh an inorsase upon short term interest rates,
g ™0 YoGapg stated that he would like to discuss the matter with

8
Secreta ’
Ny, TY of the Treasury and perhaps others before any announce-

of
8ction Was made.

M
! Te Eccles expressed the view that the Board should increase
r s
a equlrements during the month of December to become effective

ap .
proprlate date in January, that even though some down-turn in

by bankg might take place in January it was unlikely that a
Nal reduction would occur, and that for reasons which he

d
expre

S . - % . . .
% Sed in previous discussions of the matter an increase 1in

Tvg
T .
tay ®WMirements at this time was called for if the Board was to
out s ‘ .
0y its responsibilities for restricting the further expansion
Bk
0

ans,

L'} i
%Q% T+ Szymenak stated that he would prefer that before Chairman
R Jas

dis
%Qﬂ SCussed the matter with the Secretary of the Treasury, the

ingy

%nd Heate informally what action it would take so that the matter
be 4,

d1SCussed on that basis, that it was not to be expected that
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dig

would concur in such an increase since the Treasury
0t feey the increase would be effective in preventing inflation
Slnce it might disturb the market for Government securities, and
Some individual bankers would urge an increase but it could
. €Xpecteq that bankers! associations would take a position

AV
INg action, e al id that Mr. K ling, Chai £ th
an . so sai r. Keyserling, airman o e
cil
of Economic Advisers, favored a broad use of selective rather

a
gen .
®ral credit controls but it was his (Mr. Szymczak's) view

thay,
lgg

b
Toad application of selective regulations would prove admin-

I‘ativ
ely as difficult as would the administration of direct con-

tl‘ol
8 oy
er s . y
Prlces, wages, and rationing of consumer goods. Therefore,

be g
el t
he Board should act to increase reserve requirements in

Orde
r to
carry out the responsibilities it had in the credit field.

ey DUring a further discussion, Chairman McCabe suggested that

+ B
logg Vans and Powell, were expected to be in Washington on

y
N ’ December 18, 1950, and that further consideration be given

the
m
Wter 4 5 meeting at 10:00 a.m. on that day.

This suggestion was approved
unanimously.
Mess

hbm TS, Phelan, Young, Youngdahl, Koch, and Conkling withdrew

e .
Meeting at this point.

B
¢fore this meeting there had been circulated among the

m&mbers

0
£ the Board memoranda from the Personnel Committee dated

N
V‘&mb ep 28

> 1950, December 6, 1950, and December 7, 1950, with respect




R/
/50 vl

aPpos
Pointnents of Class C directors, Chairmen, and Deputy Chairmen

Fede
ral Reserve Banks and Directors of Federal Reserve Bank

by
Wche
N S for terms beginning Jamuary 1, 1951. Mr. Szymczak reviewed
g
e¢
0mmendatlons of the Personnel Committee with respect to the
Vary, oug
3PPointments and the recommendations were discussed.

During this discussion Mr. Vardaman stated that, for reasons

Yrhi(:h
he
out1lned he was opposed to the appointment of (1) attorneys,

pec al
:
% ¥ when they were not the principals of their firms, and (2)
0w
haq retired from active business life, as Chairmen of Federal

R
sep‘,e Banks

At the conclusion of the dis-
cussion, actions were taken by the
Board as set forth below, All of
the actions were by unanimous vote
with the exception of the designation
of Russell L. Dearmont as Chairman and
Federal Reserve Agent at the Federal
Reserve Bank of St. Louis for the year
1951, on which Mr,. Vardaman voted ™no™:

The following were appointed as
Class G directors of the respective
Federal Reserve Banks shown, each for
a term of three years, beginning
January 1, 1951:

Name Federal Reserve Bank

Robert T, Stevens New York

Cs Canby Balderston Philadelphia
Charles P, McCormick Richmond

Frank H, Neely Atlanta
Allan B, Kline - Chicago
William H. Bryce St. Louis
Roger B, Shepard Minneapolis
Robert L, Mehornay Kansas City
Ge A, Frierson Dallas
William R, Wallace San Francisco
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The following were designated
as Chairmen and Federal Reserve Agents
at the respective Federal Reserve Banks
shovn for the year 1951 and the compen-—
sation of each as Chairman and Federal
Reserve Agent was fixed on the uniform
basis for the same position at all
Federal Reserve Banks, i.e., the same
amount, as the aggregate of the fees pay-
able during the same period to any other
director for attendance corresponding
to his at meetings of the board of di-
rectors, executive committee, and other
comnittees of the board of directors:

Name Federal Reserve Bank
Harold D. Hodgkinson Boston
Robert T. Stevens New York
George C, Brainard Cleveland
Charles P, McCormick Richmond
Frank H., Neely Atlanta
F. J, Lunding Chicago
Russell L, Dearmont St. Louis
Roger B. Shepard Minneapolis
Robert B, Caldwell Kansas GCity
Je R. Parten Dallas

Brayton Wilbur

San Francisco

The following were appointed as
Deputy Chairmen of the respective Federal
Reserve Banks for the year 1951:

Name Federal Reserve Bank
Ames Stevens Boston
William I, Myers New York
Ce Canby Balderston Philadelphia
John B, Woodward, Jr. Richmond
Rufus C, Harris Atlanta
John S, Coleman Chicago
William H. Bryce St. Louis
W. D, Cochran Minneapolis
Robert L, Mehornay Kansas City
R. B. Anderson Dallas

Harry R, Wellman

San Francisco

The following were appointed as

- directors of the respective branches of

the Federal Reserve Banks shown, each
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for a term of three years beginning

January 1, 1951:

Name
James M, Shriver
R. E, Tbert
John M, Gallalee
Marshall F, Howell
Ce E, Brehm
H, C. Chalkley, Jr.
Alvin A, Voit
M, P, Moore
Hal Bogle
Herbert G. Sutton
Edward E. Hale

Federal Reserve Bank Branch

Baltimore
Charlotte
Birmingham
Jacksonville
Nashville
New Orleans
Louisville
Memphis

El Paso
Houston
San Antonic

The following were appointed as
directors of the respective branches of
the Federal Reserve Banks shown, each for
a term of two years beginning January 1,

1951:

Name
John E, Corette, Jr.
Ge Norman Winder
Rufus J., Green
Fred S, Wallace
Fred G. Sherrill
R. B, Taylor
Merle G. Hyer

Federal Reserve Bank Branch

Helena

Denver
Oklahoma City
Omaha

Los Angeles
Portland

Salt Lake City

uht t, Szymezak said that the Personnel Committee also recommended

ame .
S R, Killean, President of Massachusetts Institute of Technology,

tend

er
od appointment as a Class C Director of the Federal Reserve

OfB
°Ston for the three-year term beginning January 1, 1951, if

lng,

OI'!lla .
hu 1 Inquiry indicated that he would accept the appointment.

sl‘e

Co .
Mendation was discussed, and it was understood that Mr,
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Woge the appointment would be tendered him in the usual manner,
" There was also a discussion of the appointments of branch
mue:tors to £i11 existing or anticipated vacancies, during which
Wnezak stated that the Persomnel Committee recommended the fol-

lOYfi
g p
€ tendereq appointments as indicated, if it was ascertained

uﬁt
the
Y Would accept the appointments: Robert C. Tait, President,

stl‘omberg‘C
arlson Company, Rochester, New York, as Director of the

falo
B
= Tanch of the Federal Reserve,Bank of New York for the three-
tery .
beglnning January 1, 1951; Granville R, Lohnes, Treasurer,

aty,
onal gqgp o N

9 gister Company, Dayton, Ohio, and Henry A. Roemer, Jr.,
Sldeny,

of the Ci

Poge,

» Sharon Steel Corporation, Sharon, Pemnsylvania, as Directors

NCinnati and Pittsburgh Branches, respectively, of the

R

iy ®Serve Bank of Cleveland, each for a three-year term beginning
ary

g

st L

ang . ‘

Reg ing, Michigan, as Director of the Detroit Branch of the Federal

Erye Bk

William M, p . ) A

QQDh » Day, Vice President and General Manager, Michigan Bell
One

g C°mpany, Detroit, as Director of the Detroit Branch for the

1
» 19515 John Alfred Hannah, President, Michigan State College,

g of Chicago for a two-year term beginning January 1, 1951

eqd . ’
POrtion of the term ending December 31, 1951; Samuel B.

S, P .

Dix-ect ’ "Tesident, Pfeifers of Arkansas, Little Rock, Arkansas, as
Oy o

%, L f the Little Rock Branch of the Federal Reserve Bank of
0

s

uﬁ%iq e three-year term beginning Jamuary 1, 1951 and Pierre B,

]

s P
resident, Porcelain Metals Corporation, Louisville, Kentucky,
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a »
Directop of the Louisville Branch for the unexpired portion
e

term ending December 31, 1951; John Henry Sheffels, Farmer,

F
alls, Montana, as Director of the Helena Branch of the Federal

serv.e
F Bank o Minneapolis for the unexpired portion of the term
iy

g December 31, 1951; Ralph R. Sundquist, Orchardist, Yakima,
38hy
hgton, as Director of the Seattle Branch of the Federal Reserve

of
San Francisco for the two-year term beginning January 1,

1951 .

The foregoing recommendations of
the Personnel Committee were approved
unanimously,

Iy e, Carpenter stated that a letter had been received from

m;::injton, Chairman, National Security Resources Board, dated
sht%mnt’ 1950, requesting that there be furnished to him by today
%@“m . Covering the status of the work of the Federal Reserve

e the delegations of the President'!s Executive Order 10161
respect .

gy (1) guarantee of defense production loans, (2) real
Q

8t crEdit’ and (3) voluntary agreements by financing institutions.
Yot ﬁ:j: that drafts of such statements as well as a séatement of
chmmums "ith respect to the regulation by the Board of Governors
Ommti ®T credit under the provisions of Section 601 of the Defense
°% Act of 1950 had been prepared.
Nm&ﬂt Chairman McCabe suggested that the reply to Mr. Symington's

&
8PProved with the understanding that the statements on the
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SeVeray o
o fields of activity would be subject to the approval of the
member
S Of the Board having the respective assignments for initial
Uidery
| Tation of matters pertaining to those fields.

Chairman McCabe's suggestion
Was zpproved unanimously.

Secretary!s Note: Having been
approved in accordance with the
foregoing, the following letter to
Mr. Symington prepared for Chairman
McCabe!s signature was sent on
December 18:
1ette:In Tesponse to the request contained in your
Ment, o of December 6, 1950, there is attached a state-
Reservovering the status of the work of the Federal
E"Bcut? System under the delegations of the President's
Of gopove Order 10161 with respect to (1) guarantee
ang (- 08¢ production loans, (2) real estate credit,
Voluntary agreements by financing institutions.
atep £ you have any suggestions with respect to this
futuree?t or the monthly reports to be submitted in the
Youp letn accordance with the request contained in
" ter, we shall be pleased to have them.
Doty R order that you may have available a complete
Defong. OF the activities of the System under the
a Stat: Production Act of 1950, there is also attached
of g ement with respect to the regulation by the Board
Secti,, HOTS of consumer credit under the provisions of
0 601 of that Act."

At 4. . .
QeDti e point all of the members of the staff with the ex-
on

of . '
et Messrg, Carpenter, Sherman, and Kenyon withdrew, and the

i()n
st .
. Ateq With respect to each of the matters hereinafter referred
a.s t
Sken by the Board:
My
Mtes of actions taken by the Board of Governors of the

e 3
SeTVe System on December 7, 1950, were approved unanimously.

SER
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) Minutes of actions taken by the Board of Governors of the
ederal
Reserve System on December 8, ll, 12, 13, and 1}4, 1950, were
Wprg
Ve .
4 and the actions recorded therein were ratified unanimously.

" Letter 1o Mr. Clarke, Secretary of the Federal Reserve
0k op

New York, reading as follows:

8 adv;Tl:liS will acknowledge your letter of December
ab%ncslng that your Bank has granted a leave of

© without pay to Robert V. Rosa, Chief of the
orderary Research Division, Research Department, in

that he may render part-time assistance in a

Pecj .
Grogl Project of the Weapons Systems Evaluation
the D of the Department of Defense, beginning about

arpan ddle of January 1951. It is noted that this
Presigement has been discussed informally by Vice
t ent Roelse, of your Bank, with Mr. Young, of
%ard!s staff,
of ’GheTge matter has been brought to the attention
Oard and noted without objection.®

Approved unanimously.
L
by Stter to yp, Peyton, President of the Federal Reserve
of M
*Mneapo] s s » reading as follows:

Youp ]Ez accordance with the request contained in

the , ter of December 8, 1950, the Board approves

Tong PPointments of Arthur I. Lee and Leander G.

Sery 8T as assistant examiners for the Federal Re-

Jot, madank of Minneapolise. If the appointments are

it e8¢ effective on January 1, 1951, as planned,.

wpy o aPpreciated if you will advise us.

Of §o7¢ " Das been noted that Mr. Lee's indebtedness

Winngy 227 to First Minnehaha National Bank, Minneapolis,
ota, is on a regular reduction basis."

Approved unanimously.
Te
Bﬂnk legran to Mr, Slade, Vice President of the Federal Reserve

of S
an s
Franc1sco, reading as follows:
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tiOHS"Reurlets December 6., In view your recommenda-
I‘&nchBoard approves establishment and operation of
Log at Whittier, California, by California Bank,
of th geles, California, provided the prior approval
he o 2PPropriate State authorities is obtained and
uubirﬁposed absorption and increase of capital
Subgtor, S3L€ of 100,000 additional shares are effected
Writt:ntlally as proposed. Letter giving Board's
nsuran consent under Section 18(c) Federal Deposit
Why Nce Act to acquisition of trust business of
TPuStler National Trust and Savings Bank by California
Calyp, 0Ny is being forwarded for transmittal to
Coung inia Trust Company. It is understood that
self 81 for Reserve Bank will review and satisfy him-
a3 to the legality of all steps taken to effect

the
3bsorption and establish the branch.®

Approved unanimously, together
with the following letter to the Board
of Directors, California Trust Com-
pany, Los Angeles, California for
transmittal through the Federal Reserve
Bank of San Francisco:

Fege "The Board of Governors has been advised by the
Sopg, LeServe Bank of San Francisco that the Cal-
bllsin 2 Trust Company proposes to acquire the trust
Bary, 38 Of the Whittier National Trust and Savings
the o, . rvtier, California, and that no increase in
templzi:géjl and surplus of the trust company is con-
Fege "Under the provisions of Section 18(c) of the
Wsype 1-0POSit Insurance Act, no insured bank shall
insuredllabllity to pay any deposits made in another
333umg bank if the capital stock or surplus of the
Stog, & bank will be less than the aggregate capital
Pal‘tieor aggregate surplus, respectively, of all the
Cass to the assumption of liabilities, unless,
BOard © the assuming bank is a State member bank the
lop of_GOVernors of the Federal Reserve System gives
"ert-t,en consent.,
Aoy, Se?tion 3(1) of the Federal Deposit Insurance
b&laprovldes that 'the term ™deposit™ means the unpaid
in ¢ :e of money or its equivalent received by a bank
Usual course of business and for which it has
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"'glven or is obligated to give credit . o o and
TUSt funds held by such bank whether retained or
deposited in any department of such bank or deposited
1 another bank . . '3 and subsection (p) of the

© section provides that 'the term ®trust funds™
ans funds held by an insured bank in a fiduciary
3Pacity and includes, without being limited to,

Wds held as trustee, executor, administrator,
&rdien, or agent,! _
e "In the circumstances, it appears that the prior
Ltten consent of the Board of Governors is required

wﬁ? the acquisition of the trust business of the
. ~ttier National Trust and Savings Bank by the Cal-
°TMia Tryst Company and such consent is hereby given."

Telegram to Mr. Slade, Vice President of the Federal Reserve
0
f San Francisco, reading as follows:

t1 "Reurlet December 8. In view your recommendaf
s> Board approves establishment and operation
B, > Pranch in Vernon, California, by California
s Los Angeles, California, provided such branch
195e8tablished within six months from November 28,
e and with the understanding that Counsel for
g ®TVe Bank will review and satisfy himself as to
ality of a1l steps taken to establish branch."

Approved unanimously.

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

Se
v
® Bank of Kansas City, reading as follows:

7 "Reference is made to your letter of December
pénl950: in which you advised that it appears ex-.
andSes for certain functions at your head office
ag Pranches will exceed the 1950 budget estimates
follOWs:
P Kansas Oklahoma
Unctions City Denver City Cmaha
giﬁe?a% Overhead 12,200
Ppo.-5ion of Space 31,000 )
QenoS10n of Personnel 3,500
T8ral Service 11,500




55, s
e Kansas Oklahoma
s unctions City Denver City Omaha
nggk of Supplies 1,050
RorsWer Credit 22,000 3,350 2,800 li,Li00
o~ Bstate Credit 10,000 2,000 700 1,800
;urlties 2,150 2,150
onrency and Coin 10,000 7,000
edCaSh Collection 1,650
I:gal Reserve Note
ues
Fizgal Agency 33,L50
al Agency (Reg. V) 2,500

he Board accepts the revised figures as submitted

an
regoigpr?Priate notations are being made in the Board's
SN

Approved unanimously.

" Letter to Mr. Leach, President of the Federal Reserve Bank
R“JL‘:hmond

s reading as follows:

DeCem;There is enclosed a copy of a letter dated

Naty, er 1, 1950, addressed to the Board by The First
equena} Exchange Bank of Roanoke, Roanoke, Virginia,

o o8ting advice as to whether information as to the
Ngs realized on common trust funds and the value
thereof may be included in the Presi-
report to the stockholders of the national
of the Board!s letter to the national

report
uSe

that the matter has been referred to
answer is also enclosed.

be appreciated if you will advise the
mere inclusion of this material in the
would not be in violation of Regulation

OWever, the bank should be cautioned as to the
Dade of the report or material taken from it, and

pubn?d that its publication or distribution to the

:

1C would be considered a form of advertising or

1Cizing prohibited by the regulation.™

Letter for

* Langlje,

Approved unanimously.
the signature of the Chairman to Honorable

Governor of Washington, Olympia, Washington,
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Yeaqs
adlng as follows:

"This refers to your letter of November }b,
lative to this Board's Regulation W concerning
®Onsuner creqit, _
"We appreciate your concern over the :mea'tct
of the high freight factor on the automobile industry
“1 the Pacifpie Coast area but, as we pointed out in
U letter of November 8, we have not been able to
ork oyt a solution to the problem which would not .
seriously undermine the effectiveness of the regulation.
"In your letter, for example, you state that
you ake exception to our statement that we musil', con-
to relate the requirements of the reg'ulai.;lon
tly to the cash selling price of a commodlts-r re-
gardless of the components which make up that price.
U state that this policy is discriminatory ax:xd you
shggest that a way to overcome the discrimination would
ge © Provide an extra month for repayment of every
75 of freight cost.
' "ou will be interested to know that we have
consj‘del"‘%d such a suggestion previously but, after
°Tough study, found it unworkable largely because,
S we indicated in our previous letter, the whole
Problem appears to be a pricing problem rather ’Pha.n
oredit, regulation problem. For instance, frelgh’f.
cl}arges, as such, are determinable only in connection
:ltl? New automobiles. Nonetheless the price differ-
I-ntla atiributable to such charges is, of course,
“tlecteq in the used car markets. Therefore, any
ﬁ; Lsion which we might develop to provide for freight
£ arges, as such, would provide preferential treatment
°F new oapg as compared with used cars and could be

tinue
reg

gxpected to result in more active bidding for the
hz ®r and less active bidding for the latter. There
Ve b

id:. €N some suggestions that, as a means of pro-
vld‘mg Llower montEIgLy payments for certain low income
purchasel‘s, terms on certain used cars might be made
ag; ¢ liberal than those on new carse Whatevert’.ohi
t v ages or disadvantages of giving preferentia
d;‘eatment to used car sales, it would seem to be
act lcult to justify a proposal whigh would havi _e:)Lc—

I‘eg the opposite effect of according preferentia

ment, ¢ w car sales.
¥kt B nteu i o L e proposal
SUggest, There would appear to be sound reasons
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“for Providing the same requirements for appliances
38 for automobiles, but freight rates for these
Yould be giverse and difficult to determine in some
Sases, Inequities would be introduced by such an
Mendment, in the borderline areas where freight costs
3T just under a $75 rate class but the maximum ma-
‘rities required would be one month less than those
tn 2 neighboring market, Also, there might be obg'ec—
2ons o applying such a rule to imported automobiles
;r Other articles. A major difficulty would arise,
Seems to us, in the operations of institutions
nancing retail paper under such a rule, because of
Wplicated payment schedules for different areas
;.- Uhcertainty as to whether purchased paper was
Compliance with the regulation.
ul _"We decply appreciate your interest in the'reg-
foatl‘)n and your willingness to forward suggestions
4 our consideration and guidance., We shall con-
oln“e Yo study closely the regulation and its effects
5 Various industries and regions of the country and
® shal Welcome any additional suggestions which may
8 r tO you.ll

Co;

Approved unanimously.
Letter to Mr. Warner, Manager of the Credit Department of
Sderay Reserve Bank of New York, reading as follows:

1950 "This refers to your letter of November 9,

1950’ forwarding a copy of a letter of Octobe;r 25,

vio. 2 from Mr, Warren Hill , Assistant Executive

I.e:e Tesident of the New Jersey Savings and Loan
Sue, raising a question of a possible amendment

Whe ®8ulation W to exempt certain sanitary facilities

% they are required by local ordinance. :

Pon consideration of this matter, there.

to be considerable difficulty in defining

ty . YPe of project here involved in such a way as

havgo\rer this particular kind of project without

Partng Much broader ramifications. It appears that

the . Of the difficulty may be due to the fact that

of *Xact type of requirement, and the exact r.1ature-

of pot difficulty in meeting the present requirements

ation W, have not been fully exposed.

ap
thgears




2030

12/15/50 19
it "In the circumstances, the Board feels that
= goes not have before it sufficient information

thisupport an amendment to the regulation exempting
obie t}.'pe of credit., However, there would be no
OrJoztlon to your working further with Mr. Hill,

Mat hers’ in order to develop more complete infor-

dj{on Which might indicate a workable means of pro-

Simirllg for this problem. The Board has forwarded a
ar answer to this same question to Mr. C. B.

S8t
ofrgt' > Vice President of the Federal Reserve Bank
Direthond, and to Mr. Donoh W, Hanks, Jr., Assistant

aig Or, American Municipal Association, who both
ed the question in other correspondence.”

Approved unanimously.

% Telegram to the Presidents of all Federal Reserve Banks,
ady, >
% as follows:

panie;BY 5-1221 (W-110) and the notice that accom-

is that letter it was indicated that the Board

leag if:"lning further into the matter of various

0 gq € arrangements to determine the feasibility

of eslrabllity of some relaxation of the provisions

Pengs Sorabion W and their application thereto.

matte;lg a decision by the Board with respect to this

of g 2 the staff is considering the desirability

&ffo 0y TeNdment to the regulation which would, in
ok exempt for a temporary period the lease

in Sugﬁments of certain Registrants already engaged

in ¢ i Operations. A draft of a proposed amendment

dentiai Tegard is set forth below for your confi-

i lnformation, Your comments and suggestions
amend;eSPect to the desirability of such a temporary
of eent and with respect to the form and substance
Vigy . LoTticular draft will be appreciated. In

he urgency of the matter, we would appreciate
Of your replies not later than Monday,

" 8. The proposed amendment is as follows:
Bepgy, ffective December , 1950, Regulation W is
&ftel,y dmended by adding at the end of section ©
I‘eadinsubsection (k) thereof a new subsection (1)
5. 38 follows:
Fey, (1) Certain Leasing Arrangements. - Until
fop tiry 1, T95T , no contract or similar arrangement
© Tental, leasing, or bailment of a listed




2031

b
s/ o

.“'narticle under which the consideration is
s;yable in instalments shall be deemed to be in
Olation of the down payment, maximum loan value,
of ¢ Un maturity, or payment schedule requirements
5 his regulation if (1) the Registrant was en-
inged’ln the business of renting, leasing, or bail-
l8g iISted articles of the same kind on September
i R950, and (2) the number of such articles which
or 1 ®gistrant has outstanding on rental, lease,
allment, does not at any time exceed the highest
®r of such articles that the Registrant had out-
betwdlng on rental, lease, or bailment on any day
e €en January 1, 1950, and September 30, 1950;
app_}[lded » however, that the foregoing shall not
rehtzlto any contract or similar arrangement-for the
Whigp, leasing, or bailment of a listed article
i contains, or in respect of which there is any
erstanding , agreement or other arrangement which
fect constitutes, an option to purchase,mt®

Approved unanimously/)

//
r//‘
e ///
/ Secretary.






