
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, March 15, 1951. The Board met

in the Conference Room at 10:40 a.m.

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

Mr. Carpenter, Secretary
:,1r. Sherman, Assistant Secretary
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. Noyes, Director, Division of Selective

Credit Regulation
Mr. Koch, Chief, Banking Section, Division

of Research and Statistics

Chairman McCabe referred to the continued high lbvel of

11°113ing starts and suggested that the Board explore the possibility

q amending Regulation X, Real Estate Credit, to reduce the backlog

q.commitments exempted from the Regulation as originally approved

aim' perhaps to tighten the terms of the Regulation. It was under-

stood that Mr. Norton would discuss the matter with Mr. Foley, Housing

alld Home Finance Administrator, and report back to the Board at a

later meeting.

There was presented a memorandum from Mr. Norton dated March

15
' 1951, recommending the adoption of an amendment to Regulation X,

Lstate Credit, which would revise subsection (g) of section 5 of
the 10

Ategulation to authorize any Federal Reserve Bank, after appropriate
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114sideration, to issue to a builder or other person an exemption

trom the Regulation for new construction of multi-unit residential

0,ructures or commercial buildings, if the builder or other person

hadmade substantial commitments or undertakings before January 121

in the case of multi-unit residences or February 15, 1951, in

the case of nonresidential structures. The memorandum stated that

tIle views of the Federal Reserve Banks had been obtained in connec-

tLMAith the proposed amendment to permit hardship cases to be

4-leviated and that a majority of the Reserve Banks did not favor

the amendment on the grounds that it would throw undue administrative

17°Ibk on them. It was also stated that the proposed amendment was

kb
84antially the same with respect to multi-unit residences and

°°1111ercial buildings as the provision included in Regulation X with

l'eallect to residential construction of 1 to 4 family units.

Mr. Norton stated that he felt the proposed amendment should be

44/Pted, that not many instances had come to his attention in which the

'48ent provisions of the Regulation would work an undue hardship or

''11140 a substantial financial loss, but that in the few instances where

allch a condition did exist, he had concluded that it would be .desirable

t4) h4ve a procedure which would enable the System to grant exemptions.
14% u

qorton added that Mr. Wilde, Consultant in the Division of
aele

ttve Credit Regulation, felt that the amendment would not
.411 4.

-cessary inasmuch as most cases of hardship could be
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worked out on some other basis.

Mr. Norton also stated that he would recommend that subsection

5(k) which now authorizes an exemption from the Regulation in the

case of construction loans on buildings begun prior to May 1, 1951,

be amended to permit the exemption of such construction credits for

a period which would be more closely related to the time actually

Itquired to complete such construction.

The proposed amendment was read by the Secretary and there was

a general. discussion of the reasons why a liberalization was desirable

In the manner proposed.

At the conclusion of the dis-
cussion, upon motion by Mr. Norton,
unanimous approval was given to amend-.
ment No. 2 to Regulation X, Real Estate
Credit, to become effective March 21,
1951, as follows, if concurred in by
Mr. Foley, Housing and Home Finance
Administrator, as to terms of the
amendment and the effective date:

"Regulation X is hereby amended in the following respects,
effective March 21, 1951:

"1. By substituting the following subsection (g) in
section 5:

(g) Contemplated Construction.--Any builder or other
Person who had made substantial commitments or undertakings
before (a) January 12, 1951, with a view to the building of
new construction which is a multi-unit residence or a major
addition or major improvement to a multi-unit residence, or
(b) February 15, 1951, with a view to the building of new
construction which is a nonresidential structure or a major
addition or a major improvement to a nonresidential. structure,
and who assorts that his inability to obtain credit to finance
such nets/ construction on the basis contemplated by him and by
a Registrant prior to January 12, 1951, or February 15, 1951,
as the case may be, would cause him a clear and substantial
financial hardship, may apply to the Federal Reserve Bank of
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"the district district in which the new construction is contemplated
for an exemption from this regulation for such new construc-
tion, showing all the facts and submitting all necessary
supporting documents with respect to his commitments or under-
takings and why compliance with the regulation would cause him
a clear and substantial financial hardship. If such Federal
Reserve Bank after consideration of the application and sup-
porting documents determines that substantial commitments or
undertakings uere made prior to January 12) 1951, February
15, 1951, as the case may be, and that a clear and substantial
financial hardship would result from the application of this
regulation in such case, it may issue to such builder or such
other person a certificate approving such application and
thereupon any extension of credit to such builder or such
other person by the Registrant named in such certificate with
respect to the new construction that may be specified in such
certificate shall be exempt from the prohibitions of sub-
sections (a) and (b) of section 4 of this regulation. Appli-
cations under this subsection must be sent to the Federal
Reserve Bank prior to April 15, 1951.

"2. By deleting I.Y.v 1, 19511' in subsection (k) of
section 5 and inserting therefor 'a date 32 days after
construction is completed"

Secretary's Note: A letter
was received from ir. Foley dated
larch 16 1951 concUrring in the
proposed amendment and effective
date.

Subject to the foregoing condi-
tion, it was agreed unanimously that
the text of the amendment and of a
press release in a form satisfactory
to Norton should be sent by tele-
gram to all Federal Reserve Banks and

Branches with a request to print and
make appropriate distribution in

- their districts.

The following statement for

publication in the Federal Register
was approved unanimously:

"The purposes of the amendments are to exempt from the
Prohibitions of the regulation real estate construction credit
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"extended prior to a date 32 days after certain nea construc-
tion is completed and to provide that a builder or other person
who had made substantial commitments or undertakings with re-
spect to certain contemplated construction may apply before
April 15, 1951, to a Federal Reserve Bank for an exemption
from the regulation for such new construction if he can sho;t
that his inability to obtain credit to finance such new con-
struction on the basis contemplated by him and a Registrant
would cause him a clear and substantial financial hardship.

"(b) Section 709 of the Defense Production Act of 1950
provides that the functions exercised under such Act shall be
excluded from the operations of the Administrative Procedure
Act (60 Stat. 237) except as to the requirements of section
3 thereof.

"Special circumstances have rendered impracticable con-
sultation with industry representatives, including trade asso-
ciation representatives, in the formulation of the above amend-
ments; and, therefore, as authorized by the aforesaid section
709, the amendments have been issued without such consultation."

Mr. Noyes withdrew from the meeting at this point.

Mr. Vardaman raised a question as to the desirability of con-

3i ring an increase of 2 percentage points in reserve requirements

at banks in central reserve cities.

Chairman McCabe stated that he thought consideration of such

4811geestion would be appropriate folloaing closing of the books on

the Treasury conversion offering, but that in the meantime such an

4ction would be unnecessarily disturbing to the market and would

41'11e no useful purpose.

Szymczak stated that he also felt it would be appropriate

eQnsider the matter after the conversion aas completed but that he
to

))10
'“I not Ash to vote for it at that time unless conditions changed

b4tItEldl---LY from those now existing.
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It was understood that the matter would be considered at a

meeting following the closing of the books on the Treasury's 2-3/4

percent conversion offering.

Before this meeting there had been sent to the members of

the Board a memorandum from Mr. Vest dated March 14, 1951, trans-

MI:kiting a draft of report on mandatory control of credit, prepared

10Y a task force sub-committee of which he was a member for submis-

sion to the committee appointed by the President on February 261

1951, of which Mr. Wilson, Director of the Office of Defense Mobili-

don, was Acting Chairman. One part of the report proposed that,

It should be decided by the proper authorities that action should

be taken on the basis of the Emergency Banking Act of 1933 and the

17acling Zth the Enemy Act, the President, by executive order, should

I/rovide that no banking institution could extend credit over and above

the amount of credit it had outstanding on the date of the order, that

th° Plan would be administered by the Federal Reserve System, and that

the Reserve Banks would decide in any particular case whether there

ere exceptional circumstances justifying a banking institution in

°aking through its ceiling and making additional loans.

Mr. Vest stated that in the committee discussions, he had indi-

ted several times that he did not feel that such a program should be

ikt into effect under the two old statutes named unless Congressional

44rolta1 were obtained or, at the very least, unless the matter was
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f114y discussed with Congressional leaders and an opportunity gas

afforded for the banking institutions to comment in accordance with

the Administrative Procedure Act. He said that he had also expressed

the view that if such a plan were to be proposed it should be admin-

istered by the Treasury Department rather than by the Federal Reserve.

Vest gent on to say that the report prepared mentioned adminis-

tl'ation of the plan by the Federal Reserve Banks, that he had not

changed his views as expressed above, and that unless the Board felt

he should do so, he did not wish to sign a report which contained

that provision. Mr. Vest added that there was to be another meeting

c4 the sub-committee this afternoon at which the final decision would

be made as to the content of the committee report at which time he

again attempt to have the report modified along the lines he

h/(1 suggested.

The members of the Board who were present indicated that they

11 -(1 views similar to those expressed by Mr. Vest, and at Chairman

'abets suggestion it was understood that Mr. Vest would use his

3t(Itment in determining whether he wished to sign the committee report,

being understood that his representation on the committee vas in

411 iliciividual capacity and not as an official representative of the

toard.

Secretary's Note: Mr. Vest
subsequently reported that the
report was submitted to Yr. ailson,
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wilson,

Director of the Office of Defense
Mobilization t on March 16, 1951,
that it contained substantially
the proposals in the draft report,
and that it contained a statement
that he dissented from the speci-
fication of the Federal Reserve as
the administrative agency for the
procedure.

Mr. Szymczak stated that the committee appointed by Mr.

Director of the Office of Defense Mobilization, to prepare

a report and recommendations on miscellaneous matters relating to

stabilizing the market in public securities and controlling the in-

flation of private credit, of which he was Chairman, met yesterday

arid discussed a draft of report. He added that he expected this com-

Lttee of which Messrs. Bartelt, Fiscal Assistant Secretary of the

7eaSUry, and Blough, Council of Economic Advisers, were the other

IIT[bers, would submit a unanimous report on such matters as selective

e°11trols and regulation of commodity markets.

Mr. Young stated that the committee of which he was Chairman

411'1 which included Messrs. Colm of the Council of Economic Advisers

elkI liaas, Director of the Technical Staff of the Treasury, had been

414ting to draw up a plan for legislation to permit increases of bank

l'4el'Ire requirements, and that while there were differences of empha-
eta

3 he expected that his committee report would mention both the loan

e •1/allslon reserve plan and a plan for an increase in primary reserves,

Ilding some feature of the special reserve plan, the latter having
tri.
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been advocated particularly by Mr. Haas of the Treasury.

Chairman McCabe stated that it was understood that the

reports being submitted were not reports for uhich the Board as-

sumed any responsibility, and that the members of the Board's organ-

ization who participate in their preparation should feel free to

express their views in the light of their knowledge of the Board's

views aith respect to the various matters under study.

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

ception of Messrs. Carpenter and Sherman withdrew, and the action

stated with respect to each of the matters hereinafter referred to

la-s taken by the Board:

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on March 14, 1951, were approved unanimously.

Memorandum dated March 14, 1951, from Mr. Bethea, Director

c'e the Division of Administrative Services, recommending increases

&lithe basic annual salaries of the following employees in that

Vision, effective March 18, 1951:

Salary Increase
Name Title From To

nert ':i. Young Mechanical Supit. 77750 V5,100
Kniald 'd. Moon Clerk 3,355 .3,475

Approved unanimously.

Memorandum dated March 12, 1951, from Mr. Hilkert, Acting

I'Ll'ector of the Division of Personnel Administration, recommending

tl increase in the basic salary of Ann M. Latimer, a clerk-stenographer
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in that Division, from '2,650 to 2,730 per annum, effective. March 18,

1951.

Approved unanimously.

Memorandum dated March 12, 1951, from ;:x. Sloan, Assistant

Director of the Division of Examinations, recoraraending that, effective

4S of the date upon which he enters upon the performance of his duties

after having passed the usual physical examination and subject to the

c°mpletion of a satisfactory employment investigation, Robert Neil

14anatt be appointed on a temporary indefinite basis as an Assistant

Peri ,e/al Reserve Examiner, with salary at the rate of 43,100 per annum,

andtr1 official headquarters at .iashington, D. C.

By unanimous vote, Mr. Robert
Neil Lanatt aas appointed an Examiner
to examine Federal Reserve Banks,
member banks of the Federal Reserve
System, and corporations operating
under the provisions of Sections 25
and 25 (a) of the Federal Reserve
Act, for all purposes of the Federal
Reserve Act and of all other Acts of
Congress pertaining to examinations
made by, for, or under the direction
of the Board of Governors of the Fed-
eral Reserve System, and was designated

as an Assistant Federal Reserve Exami-
ner, with official headquarters at

ashington, D. C., and with basic salary
at the rate of 3,100 per annum, all

effective as of the date upon which he

enters upon the performance of his

duties after havinL, passed the usual
physical examination and subject to
the completion of a satisfactory em-

ployment investigation.
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Letter to to Mr. Hill, Vice President of the Federal Reserve

Sank of Philadelphia, reading as folloas:

"In accordance with the request contained in your
letter of March 9, 1951, the Board approves the appoint-
ment of Stephen M. Ondeck as an assistant examiner for
the Federal Reserve Bank of Philadelphia. Please advise
us of the date upon rhich the appointment becomes
effective."

Approved unanimously.

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

Reserve Bank of St. Louis, reading as follows:

In accordance with the request contained in your
letter of March 8, 1951, the Board of Governors approves
the appointment of Mr. William S. Daason as Federal Re-
serve Agent's Representative at the Little Rock Branch
effective April 1, 1951, at his present salary of I-5,014.0
Per annum, to succeed Mr. John A. Links.

"This approval is given with the understanding that
Mr. Dawson will be placed upon the Federal Reserve Agent's
pay roll and will be solely responsible to him or, during
a vacancy in the office of the Federal Reserve Agent, to
the Assistant Federal Reserve Agent, and to the Board of
Governors, for the proper performance of his duties. iihen

Ilet engaged in the performance of his duties as Federaloservo Agent's Representative he may, with the approval
of the Federal Reserve Agent or, in his absence, of the
ssistant Federal Reserve Agent, and the Vice President
ln charge of the Little Rock Branch, perform such aork
:1;or the Branch as will not be inconsistent with his
uutios as Federal Reserve Agent's Representative.

t 
"It is noted from your letter that you will forwardo, - the usual oath of office when Mr. Dawson assumes

ais duties."

Approved unanimously.

Letter to r. Shepard, Federal Reserve Agent of the Federal

e-4 Ve Bank of Minneapolis, reading as follows:
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"In accordance with the request contained in your
letter of March 8, 1951, the Board of Governors approves
the appointment of Mr. John L. Heath as Federal Reserve
Agent's Representative at the Helena Branch effective
April 1, 1951, at his present salary of 104,300 per annum,
to succeed Mr. Steve J. Surman.

"This approval is given with the understanding that
Mr. Heath will be placed upon the Federal Reserve Agent's
pay roll and will be solely responsible to him or, during
a vacancy in the office of the Federal Reserve Agent, to
the Assistant Federal Reserve Agent, and to the Board of
Governors, for the proper performance of his duties. :ihen
not engaged in the performance of his duties as Federal
Reserve Agent's Representative he may, with the approval
of the Federal Reserve Agent or, in his absence, of the
Assistant Federal Reserve Agent, and the Vice President
in charge of the Helena. Branch, perform such work for
the Branch as will not be inconsistent with his duties
as Federal Reserve Agent's Representative.

"Mr. Heath should execute the usual oath of office
which should be forwarded to the Board."

Approved unanimously.

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

of Dallas, reading as follows:

"In accordance with the request contained in your
1?tter of March 8, 1951, the Board approves the designa-
tion of George A. Garrison, an employee of the El Paso
Branch, as a special assistant examiner for the Federal
Reserve Bank of Dallas."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks, read-

a$ 
follows:

"The Board has been asked whether the Federal Re-
Serve Banks may now accept Regulation registration
statements without requiring the information called for
under Section IV.
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"The Board is of the opinion that sellers and lenders
should be required to furnish as much of the required in-
formation as possible. It is recognized that the statisti-
cal value of the information is not as important now, but
in anticipation of possible future registrations or other
requests for statistical information, the Board believes
it unwise to accept present Regulation 1:1 registration
statements with Section IV left completely blank. Hoaever,
in the event that the data required for the period ended
September 30, 1950) or as of September 301 are not avail-
able and a fairly accurate estimation is not possible, it
will noJ be permissible for any Registrant to state and use
a subsequent date for the purpose of reporting the required
information."

Approved unanimously.

Letter to Mr. E. C. :iareheim, President, Commercial Credit

C°143a4Y, Baltimore 2, Maryland, reading as follows:

"In your letter of February 2.3 1 19511 addressed to
our Mir. Young, you referred to an advertised single pay-
ment plan for the financing of automobiles in Linneapolis
and indicated that because the financing was being done
by one of the local banks there might be some question
as to ahether the resulting violations of Regulation Ihr,
lf any, might go undetected.

"It is our understanding from the Federal 
i 

Reserve
sank of Minneapolis that the automobile sales company n
question conducted an advertising campaign to the effect
that a customer could obtain a new automobile in the
'tinter months by trading in his old car and agreeing to
Pay the entire amount of the unpaid balance '6 months
5,rom date T. The Federal Reserve Bank of Minneapolis conr
liueted an investigation of the dealer and found that
we've so-called single payment transactions had been
entered into as a result of the advertisement. As you
it:Idlcate in your letter the obligations involved were
Illseeunted by a local bank. Conversations between
°rflcials of the Federal Reserve Bank of Minneapolis
and the local bank developed the fact that the bank

ne reason to question the single payment nature of
'410 obligations and that if the obligations remained
1111Paid at maturity they would be resold to the dealer.
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this connection the first of these obligations falls
due in May and the Federal Reserve Dank of Minneapolis
has made arrangements to check at that time to see what
disposition is made of them.

"As you also indicate in your letter there is nothinL,
basionlly Iron; ; :rith the idea of a single payment trans-
action on an automobile due in six months in the absence
of any arrangement or understanding for reneJal on an
instalment basis, and there does not appear to be any such
understanding in the cases in question.

".ie appreciate your interest in the competitive
problem involved and assure you that the problem is of
equal concern to us. On the basis of our experience in
this and similar instances ae are inclined to doubt that
the pseudo-single payment transaction provides much of a
threat to instalment credit regulation or instalment credit
financing by competitors. However, ae are always anxious
to get the full facts regarding any transactions that may
even give the appearance of being questionable, and we
are grateful to you for referring this matter to us."

Approved unanimously.

Telegram to Mr. Millard, Vice President of the Federal Reserve

1/ 11k of San Francisco, reading as follows:

"Reurtel March 3 about building for newspaper printing.
4e assume that contemplated structure will be used solely
for purpose of printing newspaper and if this is correct
the structure would be exempt under Sec 2(r)(5)(i)-"

Approved unanimously.

Telegram to Mr. Millard, Vice President of the Federal Reserve
1144k 0, "

an Francisco, reading as follo.;s:

".e concur in the opinion expressed in your letter
f March 7 that parking structures are subject to Regula-tion x."

Approved unanimously.
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Telegram to Mr. Olson, Vice President of the Federal Reserve

of Chicago, reading as follows:

"Reurtel March 7 about plant for freezing meats and
food products. 4e assume entire process for manufacture
of food products will be contained within the proposed
structure and that the storage space provided in the
building is essential to the processing of the food pro-

Under these circumstances the building would be
exempt under Sec 2(r) (5) (i). "

Letter to

Il rence, Bureau

Approved unanimously.

Mr. Roger 4. Jones, Assistant Director, Legislative

of the Budget, dashington 25, D. C., reading as

"This is in response to your letter dated March 6,
1951, addressed to Chairman McCabe requesting a report
on S. 341, a bill to amend the Commodity Exchange Act,
as amended.

"Je have compared the bill S. 341 with the draft bill
submitted to us in your letter of March 161 1949, and have
found no substantial change. The Board's views on S. 341
remain the same as stated in our letter of March 29, 1949,
00Pies of which are enclosed for your ready reference.

"The suggestion in the last paragraph of that letter,
for a slight revision of the provisions relating to commod-
tY margin requirements, would not affect the substance of
'110 bill and the Board, of course, does not insist on such
a change in language. The Board is in sympathy with the
Purpose of the bill and aould have no objection to its
enactment."

Approved unanimously.

Letter to The First National Bank in Fort Lauderdale, Fort

'ale, Florida, reading as follows:

"The Board of Governors of the Federal Reserve System
given consideration to your application for fiduciary
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"powers, and grants you authority to act, when not in
contravention of State or local laa, as trustee, executor,
administrator, registrar of stocks and bonds, guardian of
estates, assignee, receiver, committee of estates of luna-
tics, or in any other fiduciary capacity in which State
banks, trust companies or other corporations which come
into competition aith national banks are permitted to
act under the laws of the State of Florida, the exercise
of all such rights to be subject to the provisions of
the Federal Reserve Act and the regulations of the Board
of Governors of the Federal Reserve System.

"This letter will be your authority to exercise the
fiduciary powers granted by the Board pending the prepara-
tion of a formal certificate covering such authorization,
which will be forwarded to you in due course.'

Approved unanimously, for
transmittal through the Federal
Reserve Bank of Atlanta.

Letter to the Presidents of all Federal Reserve Banks, read-

ing as folloJs:

For your information, there is enclosed a copy of
Executive Order No. 10223, issued by the President on
March 10, 1951, which designates the Atomic Energy Com-
mission as an additional guaranteeing agency under sec-
tion 301 of the Defense Production Act of 1950, and
sections 301, 302, and 902 of Executive Order No. 10161.

ie understand that the Atomic Energy Commission
has not yet set up any organization or provided for any
delegations of authority to carry out its functions as
a Guaranteeing agency but shall, of course, advise
You when any such action is taken by the Commission."

Approved unanimously.

Memorandum dated March 14, 1951, from Mr. Hooff, Assistant

eel, recommending that there be published in the law department
t 
he March issue of the Federal Reserve Bulletin statements in the

"4 at
taChed to the memorandum with respect to the following:

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



3/15/51 -17-

"Consumer Credit
Amendment to Regulation
Automobile Appraisal Guides (71-132)
Evaporative Air Coolers (V1-133)
Leasing Arrangements (W-135)

Real Estate Credit
Amendment to Regulation X
Compliance dith Amortization Provisions (1-31)
:farchouses and Office Buildings Used in
Processing Goods (1-32)

Actual Date Credit Is Extended (X-33)
Appraised Value of Improved Real Property (1-35)
Radio and Television Broadcasting Companies not
Public Utilities (X-37)

Interstate Trucking Companies as Public
Utilities (X-38)

Interest on Deposits
Six Months Equal to 180 Days

Reserves
Classification of Reserve Cities"

Approved unanimously.

Secretary.
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