a A Beeting of the Executive Committee of the Federal Reserve Board

Wty
Te g
presentat;ves of the Industrial Advisory Committees of the Federal

I‘QSQD
Ve, ba;
bankg was held in Vashington on Tuesday, June 85, 1935, at 10:00 a. .

PRESENT: Mr. Szymczak, Presiding
Mr. Miller
Mr. James

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr, Carpenter, Assistant Secretary
Mr, Clayton, Assistant to the Governor
kMr, Thurston, Special Assistant to the Governor
Mr. Wyatt, General Counsel
Mr. Smead, Chief, Division of Bank Operations
Mr, Hammond, Division of Bank Operations
Mr. H, F. Conniff, Deputy Governor of the
Federal Reserve Bank of Atlanta
Mr. S. F. Gilmore, Controller of the Federal
; Reserve Bank of St. Louis
Mr., B. P. Adams

ALSO PRESENT: Messrs. Albert K. Creighton, William H. Pouch,
J. Ebert Butterworth, F. A. Smythe, William
K. Norrig, Sheldon V. Viood and Clarence
Qusley, Chairmen of the Industrial Advicory
Committees of the First, Second, Third,
Fourth, Eighth, Ninth and Eleventh Federal
Reserve Digtricts, respectively.

Messrs, Wm. A. Parker, Will B, Marsh and Ralph
Burnside, bembers of the Industrial Advisory
Committees of the Sixth, Eleventh and Twelfth
Federal Regerve Districts, respectively.

¥r, A, L. Wilson, Secretary of the Industrial
Advisory Committee of the Seventh Federal
Reserve District.

lir., J. W. Barton, Manager, Industrial Loans
Department, Federal Reserve Bank of Minne-
apolis.

L :
Jmha * Oreighton stated that at a supper meeting on the evening of
Ay 3
%85, the following matters were discussed in detail:

The Kopplemann Bill

Report of the Advisory Council of the Department

~ of Commerce

M, Creighton's report on his trip to Europe

Publicity and public relations of the past and
present and plans for future
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Preparation of a statement for the press
Other matters of importance to the Chairmen

He calleq attention to the fact that the Industrial Advisory

commi
tte s
®s had been in existence approximately one year and referred

ey,

Sl
¥ to the industrial loan applicaticns approved and under considera-

to
n
by the Committees.,

" The minutes of the meeting of the Chairmen of the Industrial
Hﬂory Committees held in Washington on December 18, 1934, were read by
Y J-Ebert Butterworth, Secretary of the meeting, and approved by the

esent&tives of the Industrial Advisory Committees present.

Mty Butherworth stated that advice had been neseived that the

lng

]
Sriay Advisory Committ f the Fifth and Tenth Federal Reserv
Distri y omm ees o e an en ese e

c
N '8 would not be represented at this meeting and that Mr. A. L.

S0 W
Feq “Wd repregent the Industrial Advisory Committee for the Seventh
&

T
Reserve District.

by Y, SzZymezak then addressed the meeting on the subject of indus-

11

° 3 . . .

t 485 ang g copy of his statement will be found in the Board's
es’

Mr, Pouch moved that a vote of thanks and
4pprecistion be extended to Mr. Szymczek for his
statement.

Mr., Pouch's motion was approved unanimously
by the representatives of the Industrial Advisory
Committees present and it was understood that a
Copy of Mr. Szymczak's statement would be sent to
the members of the Industrial Advisory Committees
and the Federal reserve banks.
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lir, James stated that he desired to express to the represente-
eVesof the Industrial Advisory Committees his apprecistion of their
thient &nd faithful service in commection with the industrial loan
‘°@hm. He said that he felt that the spirit of cooperation which they
ereevidencing would be a contribution to the movement of recovery of
°mumry from the depression.
Nr, Creighton read and elaborated briefly upon.the report pre-
‘nedkwhhim following his return from a trip to Europe where he made

Vest s .
stlg&tlon of what some of the European countries have done through

Ty
\ € Channels to aid industry, particularly as regards the making of

&

Sang

ty 4 ®0py of Mr. Creighton's report has been placed in the Board's
83,

f tir, Norris read the following resolution which was offered at

&

i Pper Meeting of the Chairmen of the Industrial Advisory Committees
8

"H&Vi

Cp Ig received and discussed the report made by Chairman

on Bhton dated June 4, 1955 entitled 'Industrial Loans
rr? and Abroad', the Committee desires to thank Chairman
reiightog for his perscnal study of European effort to
thateve industry in their respective countries and move
thy the report be approved and spread on the minutes of
S meeting as a permanent record and for future refer-

ince, That proper publication be given based upon this
ePOrt.u

Upon motion by Mr. Ousley, the resolution was
Unanimously adopted by the representatives of the
Industrig] Advisory Committees.

Ve

Y
®s
N Veten appreciated very much the fact that Mr. Creighton at his

* Szymezak stated that the Federel Reserve Board and the Federal

*xp
® bad made the trip to Europe end had studied the industrial
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Sltuation in European countries.

Mr, Creighton stated that at the supper meeting of the representa-
Ves

°f the Industrial Advisory Committees yesterday evening a detailed

i
808 was 1aq of the so-called Koppl Bill (H.R. 5918), and
i so-called Kopplemann of. y an

&
®mittee consisting of Messrs. Smythe, Burnside and Parker vas

ﬁppoi
ng,
®d to draft a resolution which would express the attitude of the

Tegy
"% toward the bill.

M, Smythe read the following resolution which had been offered

8
Coumittee at the supper meeting yesterday evening:

]

Int called Kopplemann Bill providing for the creation of an

STmediate Industrial Credit Corporation undertekes to furnish
4 cndustry and commerce financial credit practically identical
1°&ns tacf-er to that now made available by Federal Reserve Bank
thl‘ou ho 1nd13.stry and commerce and that which is aveilable

Pepy €0 the Reconstruction Finance Corporaticn. It therefore

¢ osentg very largely, if not altogether, a duplication of
“hde; S?I‘Vi..ce which in our opinion is not necessary nor demanded
&pplicex}stlng conditions. It is our firm belief that every

tion wﬁtlon to Federal Reserve Beanks has received the considera-
th ich it has merited and that loans have been approved by
Souy ®derel Reserve Banks wherever such loans could be deemed

of th &md reasonable. It is believed that & material proportion
h&ve € Tequirements for credit assistance that are justifiable
&gencieen cared for by the combined action of the two existing
pel‘at?s and that the organizations already set up and in

fop ion for the investigation and consideration of applications
i %ans are efficient, economical and entirely without preju-
the {abThe funds available are apparently sufficient to complete
Rene Sk which has been undertaken. The creation of another

k, A V at thig time would seem uncalled for."

the B also made a statement outlining the considerations upon which

on0) 1y e s ‘
Usion get, forth in the resolution was besed.
hi&l e, Szymezak inquired whether the representatives of the Indus-

vis°ry Committees have observed any indication as to whether
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lM&icants have any preference for the Federal reserve banks or the
"M8truction Finance Corporation in filing their applications.

; U, Smythe expressed the opinion that the applicants prefer to
m&yat the Federal reserve banks because of the possibility of obtain-
: Wicken action on thelr applications, but that, inasmuch as the

Qé%‘l Teserve banks are authorized to make loans only for working
mx&l’ the Federal reserve banks were without authority to consider

%
Peationg for certain loans which could be made by th tructi
Fhm ertain loans which co made by the Reconstruction
nee :
C°I‘Doration. This matter was discussed briefly and it was in-

q
10ated a8 the

congensus of the representatives of the Industrial Ad-

"y
g
omm3i 3 - s ; s
Imitteeg bresent that there is not a clear distinction in the

e
i) ind between the Federal reserve banks and the Reconstruction
Qe COI‘p or

o ation, and that applications are most apt to be filed
; the 8genc

Y first coming to the attention of the applicant.

¥r, Smythe moved adoption of the resolution
Tead by him with regard to the Kopplemann Bill,

Mr, Smythe's motion was unanimously approved
by the representatives of the Industrial Advisory
Committees.

tyy * Burnside called attention to the reference in lir, Szymczak's
Smg

ag )
grt o the desirability of having the industrial loan activities
8

e
““1 dera] reserve banks take the form of commitments to financing
tug

&
d%try ang :
qu @ he related an incident in his district where a bank which

long
ongs Wherever possible rather than the form of direct loans to

3
*d to participate in industrial loans had, for the first time,

Vg
8 Bateq hi

industrial loan program in comnection with an applica-




1473

825
/35 o

iQn f
F & loan from one of its directors, and had reached the con-
°R that, the industrial loan program offered it an opportunity to

of
88sistance to its customers. He said that he felt there were

Othep bany
by“hich t

8 which would find in the industrial loan program a means

hey would be able to come to the aid of their customers.
lip

i « Szymezak stated that an industrial loan by a financing
Sltugy,,

N with a commitment from a Federal reserve bank was desirable

c&usG
. it Protected the bank and permitted it to make a profit on the
",
a
iy W, what, was more important, established or preserved a relation-

D be
4 treen tne bank and the customer, the natural result of which

b
h ®» When more nearly normal conditions were attained, for the

hm;zc Make loans to the customer without going to the Federal reserve
e Commitment,,
4 F°1lowing an inquiry by Mr. Norris with regard to cooperation
Sen ¢,
Fi“‘inc

€C :
%%u Orporatlon, the representatives of the Industrial Advisory
tt

th

® Federal reserve banks and the agencies of the Reconstruction

Be ¢
8 indicateq that there is close cooperation between the banks
€ g
€encles in all districts. Mr. Norris pointed out that the
hstr
i 3
ttlon Finance Corporation is authorized by law to make certain

“str
iy
“m . Lloang which the Federal reserve banks cannot make and stated

h
%% %d been the practice in his district when an application for
a

1o
th, 0 ¥as received by the committee to refer the applicant to

EQQns
Y Wruction Finance Corporation. He also stated that it had come

]
L} Y PR
®ntion that certain applicants were aware that industrial loans
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%uhibe made both by the Federal reserve banks and the Reconstruction
ince Corporation and were filing applications in both places, and that
"ty Cloge cooperation should be maintained between the banks and the

o:eon%ru"tion Finance Corporation agencles to prevent any possibility
ummcessary duplication of effort in the investigation of applications.
8 e, Szymezak inguired as to the reaction of applicants when they
anthat their applications are considered first by the Industrial

Sop
A : COmmittees, and the representatives of the Industrial Advisory
Ty,
°he
eS¢
4Use of the fact that the committees are composed of active in-
strialists.

)
°88 present expressed the opinion that the reaction is a favorable

ot ¥r. Szymezak stated that he had attended a mesting of the board
q

g¢
0 tors of a Federal regerve bank and had inquired of one of the

Urectors whether his bank would be willing to make industrial

}usiegnd that the benker had raised the question whether, in the event
ke RIGWId Maka auch a. 1oin with & comtitment 2ron the Fedaral Se-

Qetignwnk 8nd should find it necessary to rediscount the loan, such

umt Uld be g reflection on the member bank. Mr. Szymczak stated

1t

8

dhe foulq be made clear to all financing institutions that the re-
Qs «

Wt ing
. g of industrial loens with the Federal reserve banks would not
°h31d :

A g any sense as a reflection upon the institution.

g :
%ﬂ. * Creighton read comparative figures of loans made by the Fed-

eser
1hth Ve Bank of Boston and the Reconstruction Finance Corporation
Q

Py
RS Federal Reserve District and stated that he felt there was
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somecriticism of the Reconstruction Finance Corporation because of delay
1nhhﬁling applications, In this comnection, Mr. Norris expressed the
?huon that ir something could be done to expedite conslderation of
ppications by the Reconstruction Finance Corporation which is authorized

er
the law to make capital loans to industry, all of the objectives

“ght, 4, ¢ g :
; V the Kopplemann Bill could be achieved under existing legislation.

\

Mr, Pouch made the suggestion that very desirable results would

be
Obt,
Alneq 1¢ officers of local banks were invited to attend meetings of

5} Industrial

X Advisory Committees at which industrial loan applications
by

® o
! Usidered, He stated that in his district the committee had in-
teq

0
W, ticers of banks to meet with the members of the Industrial Ad-
BOI.y
M tLay' ot Tuncheon: and attend the meetings of the committee in

%
1 th&t the: - : & .
i v may observe at first hand how the committee functions,

On

Wy n regarding applications is obtained, and the extent to

%:htthe Committee investigates loans, and that the results obtained
1s 8Pproach had been very satisfactory.

ame ¥, Wood inquired whether it is the practice of some Federal

0 bankg to make commitments for the entire life of the loan and

8 . Polnteq out that a majority of commitments are for periods of
Q%eﬁzihs to a year., Mr. Wood stated that there is considerable differ-
o een the amount of commitments made by the Federal Reserve Bank
euwreaPOIiS and other Federal reserve banks and that he was wondering
Uy thig difference was due in part to the fact that some of the

e
dera) regerve banks might be making commitments for the entire
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%
Srn of the loan,

He also raised the question as to the desirability
of h&Ving

all commitments run for the entire term. This matter was
Usseq briefly but no conclusions were reached.

: Mr. Creighton stated that Mr. Pouch, Chairman of the Committes

I’: o Relations, would lead a discussion on the subject of publicity,

A:;ic Telations and plans for the future. Mr. Pouch said that Mr. B, P.

i S hag been making a study of publicity for the industrial loan pro-

L ang that he would make a statement to the meeting.

L Adams expressed the opinion that there was a demand on the

; the public for more information on the industrial loan program
od th :
at

" » in addition, steps must be taken to correct any misinformation
0

% the public with regard to industrial loans. He outlined in
hsid

ty “able detail the steps which he was taking to make available to

to : Mperg and magazines and other periodicals informetion with regard
of : industrial loan program and for the publication in such periodicals
Ut r:"les Telating to industrial loans. He also outlined his ideas

o 4 $ARL. %0 thie 1ge of RS0 addvessés and statad that, on the besis
ILll%iithlJ.iI'J‘.es received following Mr. Szymczak's address before the

Yy : B&nkers Association, he felt there is a large number of people

tu anV:fnot been reached by the industrial loan publicity and that un-
i“ts' th - Was made to reach each group of business men and industrial-
= Systen could not be certain that the publicity activities with

0 s
Hy ‘0dustrial loans had effectively been completed. He also

Eaa
&
the desirability of making it known that the Federal reserve
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8 TR
re Willing to discuss the financial problems of applicants even
thy
"8k no loans are made. He concluded with the statement that he
d&ir
&
d to get all the suggestions and help he could from the members

tth
g .
Industrlal'Advisory Committees with regard to the problem of
Nblic i ty .

. ¥r. Smythe inquired whether the Industrial Advisory Committees
0

be &dvised of the appearance of articles in trade and other maga-

Hne

8

. ang Suggested that such advice would be helpful as it would enable
€ e

0

Mittees to call such articles to the attention of interested
leg

S in the various Federal reserve districts., Mr. Szymczak said

tht
&p
" Tangementgs would be made to advise the Industrial Advisory Com-
tte

e

o %4d the Federal reserve banks of the appearance of important
lele
8,

. Wl Oreighton advised that the Commitbes on Pahlde Relstions

y Ssue g statement to the press along the lines outlined at the
Pep
Meting yesterday evening.

kg i, Szymezak stated that the publicity program outlined by Mr.
mﬁﬁ.:as Mot conceived with the idea of soliciting anyone to borrow
; i Indugstrial loan program but to make certain that effective
"ton with regard to industrial loans is made available to every-
g%lmm Mght be interested in order that they may make applications
b%ahjns Should they desire to do so. Mr. Szymczak then read a letter
A by the Federal Reserve Bank of New York from counsel for an

“str
1
a1 borroger expressing appreciation of the treatment accorded

FRASER
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the

i borroyer by the Federal reserve bank. Mr. Szymczak stated that the

BQEPa
1 Teserve banks have received a number of such letters which indi-

“Wet
hag the Purposes of section 13b of the Federal Reserve Act are

betng

8ttaineg at least in part.

y e, Creighton requested lMr. Szymczak to discuss the report made
che
A Secret&ry of Commerce by the Business Advisory Council for the

3
tm,
% nt of Commerce on the subject of credit and capital requirements

8
L industry and to what extent the rediscounting authority of the
ed&ral

Teserve banks would be enlarged by the passage of the proposed

4 et of 1955, Mr. Szymczak stated that the Board was familiar with
¢ b

g
: V of the report of the Business Advisory Council before it was
% Ut wag Ssurprised by the last paragraph of the summary of the re-

Tt wh
i
G ch Tecommends an immediate study by the Reconstruction Finance
i\
I‘a'tiOn
» the Federal Reserve Board, and the Securities and Exchange-Com-
8510
n

%

; » in Cooperation with the investment bankers of the country, to
8ng
" that, facilities be offered sound, small industries for the ac-

8 tiO
N 1 of Needed capital, He said that the recommendation had been
e

Se
t% ; with representatives of the Council and that it appeared that

Ouncil had = "
%“ﬁf no gpecific data on which to base its recommendation or
e

Ny

SUgestions as to the nature of the study which should be under-

yy ler, SzZymezak also stated that the Banking Act of 1935 would per-

by Sdera] reserve bank, subject to such regulations as to maturities

the ‘
Do mat
teIS as the Federal Reserve Board may prescribe, to rediscount
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op
Tenber banks any commercial, agricultural or industrial paper and
L)
ke 8dvances to any member bank on its promissory notes secured by

Ry o
Oung assets of such member bank.

¥r. Creighton stated that at the supper meeting yesterday even-

g 1y
5 Tepresentatives of the Industrial Advisory Committees had con-

8
idered in b ¢f or ) . . .
K mally a resolution prepared by a committee consisting of
8

Srs. : .
¥ood, Norris and Ousley with regard to the report of the Business
viSO
. Y Council and that lir, Wood would make a statement regarding the
tep

e, Wood said that the discussion of the report had led to the

Gy
nsideration of

% the difference between working capital and investment
P

ital
. a0d that the question had been raised as to whether there was
Poggs
5 Blbility of doing something under new legislation which the Federal

ege
Ve
i bankg and the Reconstruction Finance Corporation are not authorized

Qdo llnd
8 present law.

%r's Bzymosak stated that he did nobt ses what vould be: acconplished

g st“dy Tecommended in the report of the Business Advisory Council
thy
%1 4, repregentatives of the Industrial Advisory Committees

Syt
Bing to suggest as to what could be accomplished, he felt their
augg

eati
88 should be specific in character.

', U, Ousley called attention to the paragraph in the summary

T
*Port of the Business Advisory Council reading as follows:
1hdu 'hs & matter of fact, long-term financing for small
m@BBtrY has always been difficult. It is not simply a de-
h&s iiOn problem, Through private investment benkers, it
®en available only to concerns of sufficient size and
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Standing to warrant the investment bankers in bringing out an
8:‘?“3 &s small as, for instance, $1,000,000. So it may be

‘d that this facility has been practically denied to smeller

=l

g:ncerns. Such enterprises have been obliged to develop their
topizal structures gradually out of undistributed earnings or

has tract the participation of individual capitalists. They
= Not received the benefits of recourse to the capital

.
Wrkets for their long-term requirements."

By
Taf
*Ted to the difficulty experienced by small concerns in obtaining

®apit
8
4 Lag & pre-depression problem, and suggested that the report con-
8
ers
the Reconstruction Finance Corporation as a temporary emergency
fne
v ang that the recommendation of the Council was made with the idea

of
develoPi > o a
Ng some permanent means by which the capital needs of small

iy
u Hries may be met.

i Mr, Norris suggested that the Council may have had in mind that
8 Se

" curities Exchange Act of 1934 acts as a deterrent to the acquisition
Rg

Ce5an -
i %8y capital funds by small industries and that it might be of
8

tay
®® to work out a solution to that problem.

% During the discussion of the matter Mr. Wood read the following

g fered by his committee at the supper meeting yesterday
Uag
:

My

wi:hr:COmmend that the Federal Reserve Board in cooperation
aelectuch other credit and investment agencies as they may
Yorgy Wake an early study of the problem of furnishing to
theiry 8nd needed industries such permanent capital as may in
Udgment be required.”

‘ Qrfex. i Clayton stated that it would appear that the resolution as
&q

WQQQ
Pi
b tal Tequirements of industry without additional legislation and

e
Arriey the implication that the existing agencies can supply

gegt
®d that if the resolution were adopted by the representatives
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Ofth 4
® Industrial advisory Committees it might be well to incorporate a

2k

Sege

Stion that the study recommended include a suggestion that the need
™ a4

ditional legislation should be studied.

th M, Wood stated that it was not the intention of the committee
i

i :
ts Tesolution should carry the implication referred to by Mr. Clayton.

i M, James suggested that the need of the small industry is pri-
A

i V the Creation of some authority which would pass upon the financial
Qtus
of the small industrial enterprise and place a value thereon which

'()ul
d
e b mage availa
H Or not, they desired to invest in the enterprise. He stated that

ble to investors, who would then be able to determine

hig

°Pinion an arrangement of this character would do much to emable
® Wop

thy Small industries to obtain additional capital when needed.

At the conclusion of the discussion, Mr. Wood
submitted the following resolution for consideration

of the representatives of the Industrial Advisory
Committees:

n

sze recommend that the Federal Reserve Board make an early

peudy of the problem of furnishing to worthy industries such
Tmanent capital as may in their judgment be required."

Mr, Norris moved that the resolution be amended
to read as follows:

"

ggeeognizing that there is nothing in the present act
Verning the industrial loans of the Federal reserve

wenks which would permit us to take care of capital loans,
Tecommend that the Federal Reserve Board make an early

suudy of the problem of furnishing to worthy industries
G quir geﬁmanent capital ag may in their judgment be re-
e L]

Mr. Norris' motion was approved and the resolu-
tion in its amended form was adopted unanimously by
the represemtatives of the Industrial Advisory
Committees present,

FRASER
isfed.org/
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At this point Governor Eccles joined the meeting and stated that
eregretted that, because of other engagements, he had been unable to
:rkmithe meeting, He expressed appreciation of the efficient and
1fmm1v6 Banner in which the Industrial Advisory Committees were assist-
%mfn Tking the industrial loan program successful. He said that, while

§ Were Some who quegtioned the advisability of the Federal reserve
smaking direct loans to industry, the Federal Reserve Board and the
eder&l Teserve banks had taken the position that as Congress had passed
@ et:gislation authorizing the banks to make such loans it was the duty
5hns::°ne Concerned to do everything opossible to carry out the provi-
i the law, and that the Board felt that through the cooperation
5 InduStrial Advisory Committees & record has been made which was
jul dustification of the activities of the Federal Reserve System.
3 Vernop then referred briefly to the status of the proposed Banking
°f 1935 and expressed the opinion that if passed it will contribute
g the ey

o pansion of private credit with a corresponding contraction

oy,
“Tlment, lending.

e, Szymczak suggested that the Governor express his opinion as
W
hether the o
Yoy
t
Dy
W PeT £or their member banks would aid in making working capital

nlarged authority of the Federal reserve banks to redis-

bl
A € to industry. Governor Eccles said that the banks have an
e
t ® of funds at the present time and there is no occasion for them
ro
% ¥ from the Federal reserve banks, but that he felt that the en-

8eq
Teds
edlSCOunting powers which would be given to the Federal reserve
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b
® by the Banking Bill of 1955 would assist in the removal of the

~16-~

"
hmudity complex" of bankers and focus their attention upon the funda-
:mw{ls°uﬂdness of assets rather than primarily on maturities, because

" tneg of depression the only assets, whether in the nature of loans or
, sBtments, that are really liquid are assets which can be rediscounted
“h?m Central bank, He also stated that in his opinion it is desirable
i the law be changed as contemplated by the Banking Bill of 1935 to
“:?: banks to invest time and savings funds in long term amortized
”'nmst&te mortgages, and he outlined briefly his views as to the effect
Q r%es Passage of the Banking Bill of 1935 on short and long term money
e, Ousley moved adoption of the following resolutions:

e recorg our appreciation of the courtesies, facilities
services afforded us by Governor Eccles, the members

g employees of the Federal Reserve Board for our
CCommodation and comfort."

and

The resolution was approved by all of the
Tepresentatives of the Industrial Advisory
Committees present.
of During the meeting there were distributed copies of a statement
dy
Striay advances and commitments under Section 13b of the Federal

e
fct mage by Federal reserve banks to June 19, 1935,

Thereupon the meeting adjourned.

QSFEO;&JLHWT. L 0D

Secretary.






