
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, December 27, 1951. The Board met

in the Board Room at 10:30 a.m.

PRESENT: Mr. Martin Chairman

1r. Czymczak
Mr. Evans
Mr. Vardaman
Mr. Powell

Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr. Vest, General Counsel

Mr. Young, Director, Division of Research

and Statistics
Mr. Noyes, Director, Division of Selective

Credit Regulation

Mr. Allen, Director, Division of Personnel

Administration
Mr. Solomon, Assistant General Counsel

Mr. Fauver, Assistant Director, Division of

Selective Credit Regulation

Mr. Youngdahl, Chief, Government Finance

Section, Division of Research and

Statistics

Mr. Leach, Economist, Division of Research

and Statistics

Mr. Pawley, Technical Assistant, Division of

Selective Credit Regulation

Mr. Youngdahl presented a report on recent developments in the

kirernment securities market. His statement was followed by a general

die 
cuscion of the money market, the excess reserve position of member

1334.ks, and the trend in t'le volume of bank loans, during the course of

/411-ch Mr. Vardaman mentioned the possibility of an increase in reserve

l*equirements of central reserve city banks,. In doinc, so he made it clear
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that he was not advocating such an increase, but that he merely wished

to explore the probable effects or such action. The discussion, that

followed brought out the view that an increase in central reserve city

bank reserve requirements at this time would have a seriously unsettling

effect on the Government securities market since New York and Chicago

banks would in all probability sell such securities to meet the higher

reserve requirements, with the result that the Federal Reserve would find

it necessary to make substantial purchase's in the Interest of orderly Ina

ket conditions.

Messrs. Youngdahl and Leach then withdrew from the meeting.

Mr. 'Evans stated that arrangements had now been completed for a

series of vef;i.onal conrerences on Regulation 14, Consumer Credit, at the

.tederul Reserve Banks or Cleveland, Atlanta, Minneapolis, and Dillas

V:nninc Januar 23, 19), that questions undoubtedly would arise at these

conferences with regard to enforcement policies under the Regulation, and

that representatives of the 'Board who attended the meetings should be able

to state the views of the 'Board with clarity. Mr. Evans went on to say

that he understood Mr. Townsend, Solicitor for the Board, had a memorandum

In Process on the subject and suggested that this memorandum, together

With any other statements which might be prepared by the staff, be used

az the basis for a discussion of the enforcement program at a meeting of

the Board about the middle of January.
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It was agreed that Mr. Evans' suggestion would be followed and

it was understood that the memoranda referred to would be sent to the

members of the Board well in advance of the meeting at which the discussion

was to take place.

Mr. Vardaman stated that he would be away from his office at that

time, but that he would be glad to review such memoranda from the staff

as might be sent tb him and to advise the Board of his views by telephone.

Before this meeting there was sent to the members of the Board

a memorandum from Mr. Evans dated December 26, 1951 discussing the possi-

bility of removing from the list of articles subject to the provisions of

Regulation W all 1942 and older model automobiles. Attached to this memo-

randum was a memorandum from Messrs. Noyes and Eolomon, also dated December

26, outlining developments since October 301 1951 when the Board authorized

the staff to obtain the opinions of the Federal Reserve Banks and to hold

consultations with representatives of the automobile and f
inancing trades

With a view to developing a recommendation concerning the d
esirability of

eL4 amendment to Regulation W.

Mr. Evans stated that there was not complete unanimity of opinion

arnong the staff as to the desirability of denoting pre-war automobiles
 and

that this had resulted in a qualified recommendation 
that no action be taken

by the Board at this time. Although he would be agrowAble to whatever deci-

eion the Board miht reach, Mr. Evans said he was inclined to feel after
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talking with members of the staff and with others familiar with the opera-

tion of Regulation W that the delisting of older model used cars would not

be advisable at this time. After pointing out that no important policy de-

cision WRS involved from the standpoint of the effect on the general credit

situation and that a judgment on the arguments for and against delisting

must depend to a large extent on an estimate of the psychological impact

of the decision on the public and the trade, Mr. Evans referred to the

divergent opinions expressed by trade representatives at a trade conferen
ce

to consider the matter which was held at the Federal Reserve Building on

November 9, 1951, and to the fact that only three of the Federal Reserve

Banks favored the proposed change. He went on to say that he had discussed

the matter recently with Mr. Charles T. Fisher, Jr., Fpecial Consultant to

the Board, who felt that such a change would accomplish no worthwhile pur-

Pose at this time.

Mr. Noyes confirmed a comment by Mr. Evans to the effect that none

°f the members of the staff felt that the matter was of great sign
ificance.

Ile noted, however, that while Mr. Tvans was in Europe, two representatives

Of the American Bankers Association, Mr. Walter French, Deputy Manager, and

*. Welch, Chairman of the Consumer Credit Division, 
called. upon Mr. Norton

atd made a rather strong plea that no action be taken on the g
round S that

to do so would present an opportunity for small loan companies to make

Icy loans at high interest rates, which would tend to upset orderly opera-

tions in the market.
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Mr. Powell recalled that on May 22, 1951, he suggested an amend-

ment to Regulation i to delist older model automobiles as a gesture to

Indicate that the Board was sympathetic to the realities of consumer prob-

lems. Adoption of such an amendment at that time, he thought, might have

tended to dissuade the Congress from writing into the Defense Production

Act Ltuendments of 1951 restrictions on the authority of the Board to fix

terms under the Regulation. lie pointed out that the current terms of

Regulation 14 were not as strict as those customarily Imposed by the trade

I n the financing of older model automobiles and therefore no question of

nY importance creditwise was involved. Mr. Powell went on to say that

he had been unable to discover from reading, the memoranda from Mr. Evans

and Messrs. Noyes and Folomon any convincing arguments why such cars should

tot be delisted, that on the contrary the present terms of the regulation

vere not having any restrictive effect on sales of such cars since they

were more liberal than those customarily permitted by the trade, that only

4 negligible volume of credit could be affected if all pre-war cars (about

143 Per cent of all cars in operation) were delisted, that delistinc of

such cars would take some of the nuisance out of administration of the

l'egUlation, at least in the case ,of dealers handling older cars, and that

the action would indicate that the Board had taken an interest in provid-

ing greater flexibility in the regulation which might make it easier for

14°rkers to obtain necessary transportation at a time when it appeared
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that shortages of materials would reduce the output of new automobiles.

Mr. Powell drew an analogy between, this .situation and that with regard to

Charge accounts, which the Board deemed It unnecessary to regulate, and

expressed the opinion that the opposition to the proposed chance reflected

for the most part a desire to use the Regulation as a trade-practice meas-

ure.

Mr. Vardaman said that although he would be willing to follow the

decision of the majority if it should be decided not to amend the Regula-

tion, he was sympathetic to the views expressed by Mr. Powell. He said it

was clear that an amendment would not have any substantial effect credit-

wise, while an announcement that the Board had decided not to act might

have unfortunate repercussions.

Mr. Young stated that, from the credit standpoint, a good case

could be made for delisting the pre-war cars since trade practices con-

Ailstently had required stricter credit terms for such cars than were per-

bitted under the regulation and undoubtedly would continue to do so, and

that as a matter of general policy it would seem undesirable for the Board

to continue to regulate in an area where the regulation wes not having any

katerial effect and was not likely to.

There followed a general discussion during the course of which

*. Thurston, in answer to an inquiry by Chairman Martin, said that from

the public relations standpoint he was impressed by the arguments advanced
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by Messrs. Powell and Vardaman and that if the Board was inclined to

emend the Regulation this seemed an appropriate time to do so.

Thereupon, unanimous approval
was given to Amendment No. 6 to Regu-
lation W, Consumer Credit, as follows,

effective January 2, 1952, with the

understanding that the Federal Reserve

Banks would be advised by telegram and

requested to print the amendment and

distribute it to registrants in their

respective districts:

"1. By adding after the word 'Automobiles' in Item 1,

Group A, Part 1 of the Supplement to the regulation the words

'of year-model later than 1942.'
"2. By adding the following sentence at the end of sec-

tion 6(j): 'Any credit outstanding in connection with the pur-

chase of any property used as a trade-in shall be deemed to be

credit for financing the purchase of the article with respect

to which the trade-in is made."

Unanimous approval also was

given to a press Statement reading.

• as follows:

"The Board of Governors announced today that effective

January 2, 1952, all 1942 and older model automobiles will be

removed from the list of articles subject to the provisions of

Regulation L--Consumer Credit.

"Although about 40 per cent of all passenger automobiles
now in use are prewar models, the change is not expected to

have any appreciable effect on the general credit situation.
Greater risk is involved in financing older model cars and as
a result terms actually made available by sellers and lenders

have in general been more stringent than those required under

Regulation. W.
"A copy of the amendment is attached."

The following statement for pub-

lication in the Federal Register was ap-

proved unanimously:
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the

299

"2. a. The above amendment to Regulation W is issued

under the authority of section 5(b) of the Act of October 6,

1917, as amended, U.E.C., Title 50, App., sec. 5(b); Execu-

tive Order No. 8843, dated August 9, 1941; and the 'Defense

Production Act of 1950', as amended, particularly section

601 thereof.
"The purpooes of the amendment are to eliminate automo-

biles of 1942 and earlier year-models from the listed articles

subject to the regulation and to make it clear that any credit

outstanding in connection with the purchase of any property

used as a trade-in must be included in determining the permis-

sible amount of credit that may be extended for financing the

purchase of the listed article with respect to which the trade-

in is made.
"b. In the formulation and adoption of the amendment the

Board gave constderation to all relevant natter, including re-

sponses to a notice and invitation for submissions from inter-

ested parties published in 16 F.R. 11195, November 2, 1951, and

also the recommendations received from industry representatives,

including trade association representatives, with whom consul-

tation was had on November 8, 1951. Faction 709 of the Defense

Production Act of 1950, as amended, provides for such consulta-

tion, except in special circumstances, but provides further that

the functions exercised under such Act shall be excluded from

the operation of the Administrative Procedure Act (60 Stat. 237),

except as to the requirements of section 3 thereof."

There was presented a draft of letter to Mr. Bryan, President of

Federal Reserve Bank of Atlanta, reading as follows:

"The Board of Governors approves the payment of salaries

to the following officers for the period January 1, 1952 through

14P7 314 1952, at the rates indicated, which are the rates fixed

by the Board of Directors as reported in your letter of December

114,1951:
Name

Harold Patterson

J. Emory McCorvey

Title 
Vice President and

General Counsel

Assistant Vice President

Annual Salary

$13,000
7,000"

Upon motion by Mr. Evans, the

above letter was approved unanimously.
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At this point all of the members of the staff with the exception

of Messrs. Sherman and Kenyon withdrew) and the action ntated with respect

to each of the matters hereinafter referred to was taken by the Board:

Minutes of actions taken 1--,y the Board of Governors of the Federal

Reserve Ly tem on December 26) 1951, were approved unanimously,

Memoranda dated December 20, 1951) from Mr. Sloan, Director)

Divi ion of Examinations, recommending that the resignations of the fol-

lowing employees in that Ddvision be accepted, effective the dates indi-

cated:

Name and 'title Effective Date

J. Calvin Smith,
Assistant Federal Reserve Examiner 12/14/51

T. L. RonnenburE
Assistant Federal Reserve Examiner 12/15/51

Approved unanimously.

Memorandum dated December 20, 1951, from Mr. Kelleher) Assistant

Director, Division of Administrative Services recommending increases

the basic annual salaries of the following employees in that DI vision,

effective January 6) 1952:

Nnrae Title

Salary
From

Increase
To

mVera. 17 . Dulin Cafeteria Helper $2,490

f!Innie L. Mock Elevator 01-,er9tor 2,700 2,770
geuben Rowzee Chauffeur 2)750 2,830
PAchard Shaker Guard 2;910 2)990

)roved unanimously.
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Memorandum from the Personnel Committee dated December 12,

1951 recommending (1) that F. A. Flodia, President, Lake Shore En-

E7ineering Company, Marquette, Michigan, he appointed a Class C director

of the Federal Reserve Bank of Minneapolis for the unexpired portion

Of the term expiring December 31, 1952, to fill the vacancy occasioned

by the death of W. D. Cochran, IT it were ascertained that he would ac-

cept the appointment if tendered; and (2) that Paul E. Miller, Director,

kricultural Extension Division, University of Minnesota, Minneapolis,

Minnesota, be appointed to succeed Mr. Cochran as Deputy Chairman for

the remaining portion of the year 1951 and for the year 1922.

Approved unanimously.

Memorandum dated December 20, 191, from Mr. Townsend, Solicftor,

stating that the Federal Reserve Bank of Chicago had reported violations

°f Regulation W, Consumer Credit, by James Wilson, Robert Green,

bUsiness as Green Motor

doing business as Magic

doing

Sales, Detroit, Michigan, and Leonard J. Green,

Motors, Pontiac, Michican, and recommending that

la accordance with the recommendation of the Reserve Bank, the Board adopt

an order for Investigation as follows:

"UNITED STATES OF AMERICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL ilECERVE EYSTEM

At a meeting of the Board of Governors of the Federal Reserve

System held at its offices in the City of Washington,

D. C., on the 27th day of December, A. D., 
1951.
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"In the Matter of
JAMES WILSON, ORDER DIRECTING INVESTIGA-

ROBERT GREEN, d.b.a., Green TION AND DESIGNATING

Motor Sales, Detroit, Michigan, OFYICER TO TAKE TESTIMONY.

and
LEONARD J. GREEN, d.b.a., Mugic

Motors,  Pontiac, Mich. 

The Federal Reserve Bank of Chicago has transmitted informa-

tion to the Board which tends to show that Robert Green, doing business

as Green Motor OPles, eloo Woodward, Detroit, Michigan, and Leonard J.

Green, doing business as Magic Motors, 503 South Saginaw Street, Pontiac,

Michigan, have each made instalment sales of automobiles subject to Regu-

lation IN, consumer credit:
1. Without obtaining the down payment required

by said Regulation in connection with the sale;

2. When the seller knew or had reason to know that

other credit was, or was to be, extended in con-

nection with the purchase of the automobile

which would bring the total amount of credit ex-

tended in connection with such purchase ;beyond

the amount permitted by Regulation W;

3. without maintaining and preserving such books

of account, records and other papers as are

relevant to establishing whether or not credit,

extended by the seller is in conformity with

the requirements of said Regulation;

and which tends to show, further, that James Wilson, 206 McKerchey Build-

ing, 2631 Woodward, Detroit, Michigan, has been making instalment loans

subject to Regulation W:
1. When he knew or had reason to know that the loan

was to be used to pay part of the purchase price

of an automobile and that there was to be other

credit extended in connection with the purchase

which would bring the total amount of credit ex-

tended in connection with the purchase beyond the

amount of instalment credit permitted by the

Regulation, and

2. Without maintaining and preserving such books

of account, records and other papers as are

relevant to establishing whether or not credit

extended by him is in conformity with the re-

quirements of said Regulation.
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II

"The Board having considered the aforesaid information,

and for the purpose of (1) determining whether James Wilson, Robert

Green and Leonard J. Green have violated the provisions of Regula-

tion L, and (2) aiding in the enforcement of said Regulation, deems

it necessary and appropriate that an investigation be made to deter-

mine whether said James Wilson, Robert Green and Leonard J. Green,

or any of them, have engaged in the acts and practices set forth in

paragraph I hereof, or any acts and practices of similar purport or

object.
III

IT IS ORDERED, pursuant to Section (c4 of the Defense Pro-
duction Act of 19)0, that an investigation be made to determine the

matters sot forth in paragraph II hereof.
IT IS FURTIgR ORDERED, pursuant to the provisions of .,ec-

tion (Olt of the Defense Production .,ct of 19)0, that for the purpose

of such investigation Gordon W. Lamphere is hereby designated an

officer of the "Board and empowered to administer oaths and affirma-

tions, subpoena witnesses, compel their attendance, take evidence,

and require the Production of any books, papers, correspondence,

memoranda, or other records deemed relevant or material to the

inquiry, and to perform all other duties in connection therewith

as authorized by law.
By the Board.

(signed) S.R. Carpenter,

Secretary.

pproved unanimously.

Letter to the Honorable Spessard L. 'Tolland, United States Senate,

Washin6ton, D. C., reading as follows:

"Le acknouledre the receipt of your letter of December

117), ll, to Chairman Martin regarding the alteration of a

hotel structure in Gainesville, Florida, the upper floors

of wh'ch are to be occupied by various offices of the Depart-

ment of Ar,riculture. The Federal Reserve Bank of Atlanta and

Its branch at Jacksonville had previously made a complete in-

vestif7ation of this project and determined that it was subject

to the nonresidential provisions of Regulation 7 as a major

addition and improvement, which restrict the total credit to

be extended to fifty per cent of the cost of the alteration.
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"Regulation Y provides an exemption for new struc-

tures which are exclusively used or designed for use by any

Government or political subdivision. It does not provide

an exemption, however, for portions of structures to be

occupied by the Government. As you know, the Government

and political subdivtstons rent offices in many thousands

of privately-owned buildings throughout the country, and

to eempt such structures from the provisions of Regulation

Y would release an extremely large volume of credit with

serious inflationary consequences, and also make the adminis-

tration and enforcement of the regulation much more diffi-

cult.
"We appreciate your interest in the problem and hope

we have satisfactorily responded to your inquiry. Mr.

Pierson's letter is returned herewith."

.ipproved unanimously.
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