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A, meeting of the Board of Governors of the Federal Reserve

System with the Federal Advisory Council was held in Washington on

Friday, October 8, 1937, at 11:00 a.m.

PRESENT: Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Davis

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman
Mr. Wyatt, General Counsel
Mr. Goldenweiser, Director of the Division

of Research and Statistics
Mr. Sinead, Chief of the Division of Bank

Operations
thi. Parry, Chief of the Division of Security

Loans
Mr. Dreibelbis, Assistant General Counsel
Mr. Vest, Assistant General Counsel
Mr. Thompson, General Assistant, Office of

the Secretary

Messrs. Steele, Aldrich, Loeb, Ball, Smith,
Crosby, Kemper, Harding and Dick, Members
of the Federal Advisory Council represent-
ing the First, Second, Third, Sixth, Eighth,
Ninth, Tenth, Eleventh and Twelfth Federal
Reserve Districts

Mr. Chas. E. Rieman, President of the Western
National Bank, Baltimore, Maryland, repre-
senting the Fifth Federal Reserve District
in the absence of Mr. Charles M. Gohen

Mr. Walter S. McLucas, President of The National

Bank of Detroit, Detroit, Michigan, repre-

senting the Seventh Federal Reserve District

in the absence of Mr. Edward E. Brown

Mr. Walter Lichtenstein, Secretary of the Fed-

eral Advisory Council

Mr. Lichtenstein read a memorandum of the Federal Advisory
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Council which had been prepared following the separate meeting of the

Council held yesterday with respect to "Proposed Amendments to Regu-

lation F Relating to Administration of Common Trust Funds and Other

Matters". The memorandum submitted the comments of the Council upon

the proposed amendments to Regulation F, Trust Powers of National

Banks, which had been prepared at the direction of the Board but not

yet acted upon by the Board and copies of which had been forwarded to

Mr. Lichtenstein with the Board's letter of September 18, 1937, for

distribution to the members of the Council for their comments and

suggestions. The memorandum stated that the Council was in agreement

that the cannon trust fund offers a method by which the man of snail

Illeene may get the benefit of trust service not now available to him

because of the expense involved; that the Council believes that it is

higtlY desirable that machinery be set up under which common trust

funds may be established by trust institutions; and that the Council

recognizes that regulations bringing about this result are necessary

and must be in conformity with the general provisions of the Federal

Reserve Act and with the statutes of the several States in which the

member banks operate, but that the members of the Council regret that

it has been thought necessary to suggest regulations so rigid and so

involved. The memorandum also stated that it is the unanimous feeling

of the members of the Council that the present rigidity is likely,

With a large number of barks, completely to defeat the intended purpose
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of the regulations. The memorandum set out what seemed to the mem-

bers of the Council to be the most important points of criticism and

stated that the specific suggestions of the Council were of far less

importance than its general criticism that the proposed regulations

Should be greatly simplified. The memorandum further stated that the

Council had assumed that Regulation F and the proposed amendments are

not intended to affect agency accounts for which the trust institutions

have no fiduciary responsibility other than that of custodianship and

the general obligation to follow such instructions as are specifically

given by those who have established the agency.

There ensued a discussion in detail of the points set forth

in the Council's memorandum, a copy of which has been placed in the

Board's files, at the conclusion of which Mr. Ransom expressed the

Board's appreciation of the time and thought devoted to the subject

by the Council, and stated that the criticisms and suggestions sub-

mitted in the memorandum would receive the Board's careful considera-

tion in its further study of the proposed amendments.

Mr. Smith stated that the next meeting of the Federal Advisory

Council was scheduled for November 15 and 16 but that the Council

would like to suggest that it be postponed until some time in Decem-

ber. There was some discussion of specific dates and it was agreed

that the next meeting of the Council should be held in Washington on

D
ecember 13 and 14, 1937.
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Mr. Ransom then stated that, in accordance with the practice

Which had been followed at previous meetings of the Board with the

Council of having the individual members of the Council make statements

With respect to business conditions in their respective districts, he

would like to have the members of the Council compare business condi-

tions during September 1937 with conditions during September 1936, and

give their views as to the business forecast for the lest quarter of

1937.

The statements made by the members of the Council indicated

that the volume of business so far this year has been larger than last

Year but that in most of the districts there was a tendency towards

a decline in business activity in September 1937, as compared with

September 1936. While in some lines activity was reported as having

811stained and even increased its rate, in others, notably steel, tex-

tiles) and residential building, it is now lower than a year ago.

SZle concerns have curtailed previously planned programs of expansion.

Certain local conditions were also enumerated by members of the Coun-

cil as adversely or favorably affecting business in their respective

districts. The reports did not attribute the slowing down in the rate

(31. "tivitY to actual business conditions but to a state of mind which

had reflected itself to some extent in hesitancy to make forward com-

raitmants. It WES the consensus of the members of the Council, however,

that business generally during the last quarter of 1937 would be satis-

tact °rY although the volume would not be as great as was anticipated

earlier in the year.
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Thereupon the meeting adjourned.
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