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A meeting of the Board of Governors of the Federal Reserve
S .
YStem ity the Federal Advisory Council was held in the offices of

th
® Board of Governors in Washington on Monday, May 1.4, 1945, at
10:30 a.m,

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Evans

Mr. Morrill, Secretary

Mr. Carpenter, Assistant Secretary

Mr. Hammond, Assistant Secretary

Mr. Thurston, Assistant to the Chairman

Mr. Goldenweiser, Economic Adviser,
Division of Research and Statistics

Mr. Smead, Director of the Division of
Bank Operations

Mr. Paulger, Director of the Division
of Examinations

Mr. Parry, Director of the Division of
Security Loans

Mr. Leonard, Director of the Division
of Personnel Administration

Mr. Thomas, Director of the Division of
Research and Statistics

Mr. Vest, General Attorney

Mr. Wyatt, General Counsel

Messrs. Traphagen, Kurtz, McCoy, Berry, Brownm,
Gifford, Baird, Bradshaw, Winton, and Wallace,
Members of the Federal Advisory Council from
the Second, Third, Fourth, Sixth, Seventh,
Eighth, Ninth, Tenth, Eleventh, and Twelfth
Federal Reserve Districts, respectively

Messrs. Thomas P. Beal, President of the Second
National Bank of Boston, Boston, Massachusetts,
and Charles E. Rieman, President of the
Vestern National Bank of Baltimore, Baltimore,
Maryland, who attended as observers in place
of Messrs. Spencer and Fleming, respectively

Mr. Lichtenstein, Secretary of the Federal
Advisory Council
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Mr. Brown stated that the Board had asked for the views of the
Council with respect to how the inflationary developments in farm and
Urban req) estate and other capital assets should be dealt with, and

he SUmarized the views of the Council on that point substantially as
£ ollows:

I think the Council was unanimous in its opinion
that, noy that the European phase of the war is ended,
all Possible pressure should be put on the armed forces'

O reduce military expenditures and to allow more civilian
Production both in goods and housing. I think all of us
feel that the armed forces, if left to themselves, will

8P an army and navy of meximum size and unless some
Pressure is put upon them they will keep an entirely
uhnecessany force of men. Mr. Robert E. VWood of Sears-

Oebuck ang Company has just returned from a flight around

© World and says that there are already more tanks, air-
3 anes, ang Jjeeps than could possibly be used against the
3Panese anq that in his opinion there could be a reduc-

00 of at, least $36 billion a year in war expenditures
githoPt any harmful effect on the war against Japan. The
toun?ll does not believe that there is any way to me?t

® Inflationary situation other than by the production
More civilian goods and housing.

in .~ 90 not think the Council feels that speculation
re Stocks and real estate, either urban or farm, has
3ched a qangerous point. Farm lands are about where
nozy.were in 1913. Speculation in urban real estate is
Uat'ln the form of speculation in small houses. The sit-
wholon 1s such in most parts of the country that anyone
almOOWns & house will not sell it and people will pay
reﬂtst &ny price to get a house because they can not
in thone. There has been a good deal of speculat}on
king ¢ larger apartment buildings and hotels and in some
are geo Comnercial buildings, but even there the prices
ow

the cost of reproduction.

Spit, Stock prices are not above the 1936-37 levels, in
havee of the fact that in the interim most corporations
added very materially to their assets and to the
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net worth of their stocks. The Council was unanimous in
feeling that it would be a very great mistake to estab-
ish a 100 per cent margin requirement. That position
Was taken in the telegram which we sent to the Board and
?he members of the Council. still feel that it would be
lnadvisable for the Board to take that action.

There has been some discussion in the press--we do

Mot know how well informed it is and would like to be
Informed-—that the Board is considering extending Regu—
&tion W to cover improvements on buildings. We think

4 would be inadvisable in the present situation be-
ause we think that credit terms longer than 18 months
o0 improvements are frequently necessary. We would like
to know what the present situation is with respect to
Targin requirements and whether the Board proposes to ex-
tenq Regulation W in the manner indicated.

. We do not believe that a punitive or heavy capital
g?lns tax would be desirable at the present time. We
{ﬁuld be opposed to it because we think it would retard
mae flow of capital into venture enterprises. A good'
abny Dembers of the Council feel that it would be desir-

€ Yo extend the six-months’ period on which capital
?alns taxes are based, and we all feel that exemption
Tom Capital gains taxes now in the present law should
&, Tepealed as there have been numerous cases of large
. ounts of refugee money going into the purchase of build-

z?gs and securities which have entirely escaped taxation
any kingd.

the Mr: McKee inquired whether the Council had considered

Percadvlsability of increasing margin requirements to any

thatentage less than 100 per cent, and Mr. ?rown responded

Preg il thought the Council was of the opinlo? that the

neitint Margins were high enough and that an increase would
°r deter nor encourage speculation.

In response to an inquiry from Mr. Brown as to whether the

ia .
S stin being urged to increase mergin requirements to 100
Qent

> Chairmap Eccles made substantially the following statement:

e & : .
tlon O?eye are & lot of pressures, not only-ln the dl%CC—*’
Increased margin requirements, but in other directions
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&s well. There is a general feeling on the part of thQSe
Who have responsibility for the stabilization program in
Government that the job of holding the line on pr%ces is
Teaching a point where the pressures can not pe w%thsto?d
Much longer. The Office of Price Administration is h§v1ng
4 extremely difficult time with black merkets expanding
&nd there is an increase in tex evasion. The Department
of Agriculture and the heads of all of the farm organiza-
ions, as well as the housing authorities, all feel that
Something has to be done to counteract the inflationary

gevelopments that are teking place in the real estate
ielq

.

I agree completely with the first part of Mr. Brown's
Statement and feel that, dealing as we have with the ef-
€cts rather than the causes of inflation, we have done
More than could reasonably be expected for a period of
Over three years to hold the line as well as we have in
€ face of a dwindling supply of consumers' goods and a
emendous increase in the purchasing power in the hands
°f the public. We can not continue to hold the line un-
5SS the armed forces are brought to understand the need
T real cutbacks and reductions in expenditures and de-
rands on manpower for military purposes. There will also
ti €reat pressures on the United States to help relieve
N EurOPean situation because of the destruction result-
D€ from the war, and we will have to be prepared to send
°od, ray materials, and machinery over there in order to
Prevent complete chaos in that area. It seems to me that
& Yould be better to cut back heavily our production for
the Japanese war and carry on a war of attrition in that
rei§ter in order to meet the pressures at home and afford
e >of to Europe so that when the war is over we w1}l not
faced with an uncontrollable inflationary situation.

tq The officiels who have responsibility for stabiliza-
% In this country are in a difficult position because
Pub] 4 4Ve no control over military decisions and, unless
a qs s Sentiment develops and forces a heavy cutback and
aVOidferent approach to the war with Japan, we can not
Pols . Serious situation in this country. The present
it oY 18 to conduct an all-out war against Japan so that
Peci € ended as quickly as possible. That,.it is ex-
®d, Will take 11 million men, huge quentities of
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?ﬂterials, and heavy casualties among our forces. If

he alternative were realized that a war of isolation

énd attrition would require much less manpower and would

Eermlt a more orderly adjustment of the economy in this

ngtnéry so that when the men return from the war they will

ats € faced with inflation, black markets, and other mal-
Justments, there would be greater public support for

£ 2 ad?ption of that course. Unless something is done in

tor .leQCFion, I do not see how we can prevent the grow-

isgt;nflgtlonary pressures from getting out of hand. That
fnd € sltuation that the Economic Stabilization Board is
¢ing at the present time.

There is also the pressure right now to do something
estntet the situation in the stock market and in the real
Shozlz field. There are those who feel that the problem
Ty be dealt with through the credit mechanism, and,

o BuCh as an executive order could be issued directing
oardoard or some other agency to undertake the task, the
Sponsiﬁéyobe faced with the problem of accepting the re-
genc ility or seeing it assigned to some other Federal
Sion Y Or agencies such as the Securities Exchange Commis—
s tl?e'Farm Credit Administration, or the Federal Hous-
thgse nls?ration. There are objections to granting to
resp0na$e§C}es the powers to regulate credit and if the

aCGdS}blllty is to be undertaken it probably should be
Of the in the Board. As you know, I feel that regulation
ang 4, Ese of credit is not the way to get at inflation
Tope e?f an effective capital gains tax would be a much
Woulq 1, egtlve instrument. There is a feeling that it
but, thai lmpossible to get an adequate capital gains tax,
a1, authority to regulate credit in the real estate
is ip iﬁuld'be obtained. For that reason, the pressure
is Peadii dlre?tion of credit regulation as something that
T the Ot%’leivallable. I think we are likely to get one

to me

tiay iitthe Cogncil has any suggestions as to how substan-

manPOWer acks in military expenditures and demands for

Woulq for the services could be brought about the Board
€ pleased to receive them.

My, .
umt Brown inquired whether the Board had stated its position
th

ere
Should be substantial cutbacks in military expenditures,
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“d Mr, Eecles responded that it had not.

Mr. McKee suggested that, in view of the substantial agree-
nent, between the Council and the Board on the necessity for such cut-

ba,
ks, the Council might consider adopting a resolution with respect

to it,

Mr. Brown inquired whether, if that were done, the Board
Youlq ¢oncur in it, and several members of the Board indicated a feel-
ing that it woulq of course depend on how far the statement went, but

ot a Tesolution could be drafted that could be agreed upon. Mr.

"M stateq that everything possible should be done to present the
Dicture to COngress, as only Congress or the President could make the
necessany decisions.

r, Ransom suggested the advisability of asking Secretary

Stims

8)

. " and General Marshall to meet with the Board and the Council
° e‘xpl&in the

in

Q.
™ could explain their reasons for thinking that cutbacks in

Wity

- Y ®Xpendi tures might be desirable if the general strategy per-
te

Views of the Armed Services as to the present strategy

the .
"ar with Japan. After hearing these gentlemen the Council and

qd
* 10 ordér to minimige inflatdonary possibilities.
Cou . Brown stated that he would like some assurance that if the
Cila
opted & resolution the Board would take a similar position.

c .
halrmﬂn Eccles stated that the Board was in a somewhat different
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osity
Position from the Council which represented a private point of view,
wh

reas the Board was a part of the Government and under the present
arr

angement, would not be at liberty to make a public statement on a

lat .
ter of this kind without clearing it with the Office of War Informa-
tion

Mr. Ransom suggested that if a resolution were prepared the
%8rd cou1q ascertain whether it was acceptable and, if not, why not.

Chairman Eccles referred to informal discussions which he had
participated in recently in high officisl circles, in which he took

the ;
o .

POsition that there should be substantial cutbacks in military ex—
Penqyy,
; ures, ang stated that up to the present time he had not been able
0

get ¢
effective acceptance of his position.

o Mr, Brovm called on the members of the Council for their views
th re
§ard to the suggested resolution by the Council.

N e, Kurtz doubted whether much attention would be paid to such
Statem
thy ent. However, he did think it was highly important that some-
€ be done

th to meet the problem, that if all the facts were knovm
0 5
s uld pe Wide public acceptence of a program of cutbacks as an
urance :
iy 8gainst, the servicemen returning home to find their country

the t
hp :
%8s of inflation and black markets.

Mr, @

wmud Gifford did not know what good a statement by the Council
O) but so .
*'b i 14 would do any good he would not object.

My,
Berry asked what the effect would be if the Board submitted
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its OPinion on the matter to the proper authorities. He thought that
that ms gy eneble these authorities to try to deal in fundamentals
Tather than to approach the matter through credit control or some
Other Mmethod that did not solve the problem, and that such a procedure
Meht have more effect than a statement from the Council.
A Mr. Winton expressed the opinion that the Council should give
he Boarg the support that it needs in this matter. He said that with
the ®Xception of the cepital gains tax he agreed fully with the posi-
t?;;tated by Chairmen Eccles and that if the Council should elect

€ a statement he would favor the suggestion made by Mr. Ransom

of s
nvit;
i Mg representatives of the armed forces to discuss the matter
d tq
S .
z tate their reasons why a program of substantial cutbacks should
t

ot be
ad
Opted. If, he said, adequate reasons were given for the pres-

nt
Pro :
s §ram which requires an armed force of 11 million men and an
*0di ty
€ of $70 billion a year, the Board and the Council would want

oNcur byt
Ut in the absence of such reasons the Council's statement

Co
e a
thay dopted to support the Board in its position as to the steps
ShOUld be taken.,
Th X
am © Suggestion of a conference with representatives of the

eq fO
Tce f
g, S Was discussed and it was agreed that it should not be
takey at this time
e
T, N 81rd stated thet he would be willing to issue a state-

f it
I
ould do any good but he was not sure that it would
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acc°mplish anything and might be misinterpreted as an effort to "let
the boys down in the field." He was satisfied that if the public un-
derst00d what the alternatives were it would not favor the present
Policy or all-out-war, that there should be some way of marshaling
that Sentiment and that if the members of the Council talked to the

lemh
U8 of Congress from their respective States, it might be that

th
¥ could do some good.

Chairman Eeoles agreed that it might be very helpful if the
jﬁmers ©f the Council would discuss the matter with the Senators
arom theiy respective States, pointing out the possible alternatives
" the fact that, because of the inflationary dangers involved in

e
Pre S
et policies, this country might win the war on the battle

front,
by "
t lose 1t on the home front. He also read a portion of the

eurrel’lt Y,’hal e

¢ y-Eaton letter as indicating some feeling on the part of

he Public 4y,
sig at there is another way to fight the war than on an all-
basin

G and that, if the public and Congress realized that, the
®d Sepyy
TVices woulg change their position.
Mr,
Kurtz made the additional suggestion that, if two or three

°F 4
€ leags
the . ding newspapers would comment editorially on a statement from
Ounejy.
L; the statement would then be very much worth while.

Mr,
ey “allace raised the gquestion as to how the problem under
S

Sion e
‘é‘eate Might be presented effectively to the President and sug-

that,
that would be the best way to start. He doubted the
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"isdom of the Council issuing a statement on the matter and inquired
"5 if the Board did not think credit regulation was an effective way
to meet, the problem, it would be willing to undertake such regulation.
Chairman Eccles said that it was a question of alternatives
e that hig personal opinion was that the best way to meet the exist-
fng Pressures was through the medium of taxation.
Mr. Wallace felt that to increase margin requirements to 100%
"4 haye 5 bad effect, as it would result in liquidation of Govern-
g Securities to enable the holders to purchase stocks for cash.
Chairman Eccles commented that there was a difference of opin-
U on that Point, since there was only a relatively small amount of
“;:dlt being used in the stock market. He also said that the reason
the Boarq wag being put under pressure to increase margin require-
N d.:as that the position had been taken that Congress should not be
or additional authority when existing authority had not been
**4 ang that it 4id not help the situation merely to assert that the

ciSe
tony °f the existing authority would not accomplish anything ma-
al

. ., Traphagen said he would be very sorry to see the Board
ust,

- .
thg ts 8uthority to increase margin requirements, because he
Ughy,

ten

deg
» R

r € thought the known fact that the Board could increase margin

q

Sy
ch action would have just the opposite effect from that in-

Wn
Shen
he ts at any time was, in itself, quite a deterrent. Furthermore,

not,
think the market was getting out of hand, as prices were
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"1 15 per cent, under their 1936-1937 highs, notwithstanding the
fact that the market was reflecting the stronger financial position
°f the issuing companies and the low level of money rates. On the
WMestion of a statement by the Council, he was opposed to such a
statement, at this time. He could not help but feel that the armed
*rVices want to show that this country is wholeheartedly back of
the Yar and would bring all of its strength to bear against the Japanese,
"ith the result that the Japanese Government might surrender. It was
s feeling that a statement on the part of the Council would not be
understood and would not accomplish the desired result.

Ur. Szymezak inquired vwhether the statement might not be used
b? the Chairman in his meetings with Messrs. Vinson and Davis who
Heht be in a position to carry it further.
Sq)emb Yr. McKee stated that the Council would not meet again until
5 ' and that the Council might consider adopting a statement at

18 tipe -

4 Mme with the understanding that it might be used as Mr. Szymczak
dicat

. d or released at a later time if that should be thought to be
ESirable

. Winton sadd that was exsetly what he had in mind:
of Ve, Traphagen thought that much more could be done if members
he @
0 .
UNeil would telk to individuals in influential places.

I ;
st N the discussion which ensued as to the publication of a

ent
b7 the Council, the opinion was generally concurred in that
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it adopted the statement should not be released to the press at this
time,
Mr. Bradshaw said that he agreed with the position which had
been taken by My, Traphagen.
Mr. McCoy thought that the Council should adopt a statement,
"ot for release to the press but to be given to the Board for use where
X ould be used to advantage. He thought that the members of the
.°unc11 should support the Board in this matter in every way they could
lnclUding discussing the matter with members of the Senate.
Mr. Bradshaw thought that the talks with members of the Senate
Wag the better approach.
: Yr, Eccles suggested that the Council might give the Board
xﬁftatement So that it might be available for discussions which he
m:?t ?QVe With Messrs. Davis and Vinson, General Somervell, and other
Mties who have responsibility for the adoption of policy. He
Pught that Such a statement would be entirely appropriate in view

of 4
e .
Councll's responsibility as advisers to the Board. He added

thy
t he
Yould 1ike to see the Council also suggest that there be a

SUbgt gy <
antl al ext . 3 . e . .
he ension of the period during which capital assets are

Sub
J8et to the capital gains tax.

e o Yinton agreed with all that Chairman Eccles had said
pt

th
; 3% he Would not include in the Council statement any refer-
BEE

a 3
®8pital gains tax. He thought that it would be bad
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psYChOlogy to bring up the question of an extension of the holding
time as it would open the whole question of capital gains tax, and the
Other objectives sought to be accomplished by the Council's statement,
hich Were much more important, might not be achieved.
Chairman Eccles stated that substantial cutbacks in military
J(13'51'1(13.1‘,11r'es would be effective in meeting the situation in connection
ikh fonsumer goods but would not stop inflationary pressures in the
ock Market and in real estate, and that, therefore, something in
ddlt10n to cutbacks in military expenditures was necessary.
Following a discussion of conditions now existing in the stock
Tket ang of possible effects of action by the Board to increase margin
qulrements Mr. Beal said he could not agree that the market had gone
ibecaus‘i of any cause other than supply and demand. He also said that,
i ch: investment of trust funds, banks and trust companies had been
fay out of the purchase of corporate bonds and the only way left of
estlng funds at, a reasonable rate was to invest part in Government

bo
Ndg a
n s
d part in stocks. He felt that the rise in the stock market

g

the p:p:c’ that situation rather than to speculation. With respect to

el - ied statement by the Council, Mr. Beal thought there should be

o e © make known the inflationary dangers of the present program

e Panese war and that the Board and the Council would be in a
¥on 1% they a4d nothing.

Q Y. Rieman did not think the public would be in favor of an

‘Out
Wa, :
T againgt, Japan if they realized that it would mean greater
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Testrictions when the war was over. He was of the opinion that it
ould be proper for the Council to adopt a resolution which would lay
dowy certain sound principles and that because of the importance of

the Matter it would be bad for the Council to remain silent. He felt
* woulq pe a mistake to raise margin requirements, because the unused
Power op the Board was a continuing threat of action and if all of the
“thors Vere used now the Board would have nothing left to meet fur-
?her developments. He did not think there was anything to worry about
M the sto market at the present time.

. Y. Brown stated that there were other matters to be discussed
"t the Board, and that the Council would meet after lunch for the
PurpOSE of considering the adoption of a statement along the lines sug—

gESted.

¢ He then referred to the bank holding company bill recently in-
I‘Odu(:ed iIl C

take
1 ng .
% Position on the question whether a bank holding compeny bill
o

ongress and stated that, while the Council as such had

ba 1
AL © introduceq at this time and if it were introduced whether
Shg

ulq
o ndertake to freeze the existing situation as the bill now
Qre

Co -

2 g "8Tess would do or whether it should contain a death sentence,
jorit

i@ti V of the Council felt that a bill which would freeze the ex-
No

S Sit _
Bpect "ation woulg be preferable. There were two points with re-
% i
f81t e ®Xlsting bill, he said, on which members of the Council

Ver.y
Stronle- The first of these was the definition of a bank

hoy

“Mpany 1o 1 -
© 1nclude "any group of persons that, after notice
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ang . . :
SPPortunity for hearing, the Board has determined exercises such
8 ¢o s .
ntrolllng influence over the menagement or policies of two or

More b
anks by means of Jjoint or concerted action or pursuant to a

Mtyg;
1 understanding or arrangement as, in the public interest, to

regns
Toire Such person or group of persons to be subject to the obliga-

tiOns 3
> Qties, and liabilities imposed upon bank holding compenies.®

M,
Brom gsaiq that

> while the Council realized the difficulty of defi-

> 1t was opposed to giving the Board or any other administra-

tiVQ b
°% such a "dragnet" authority in the absence of more adequate

Provi gy
i .
% for review of the Board's findings. He went on to say that

the
defins 4.
Mition would cover a large number of institutions not now re-

garded
s holding companies; that the present definition was very dif-

fere
nt p
" rom the definitions contained in earlier drafts of the ball,
4 thay
the Council felt that, if some other method of definition

Could
be .
: found which would afford a much more specific legal test,

it Wo
Uld be desirable.

The other objection of the Council to the present bill, Mr.
Sajg
i I‘Qm lendi
that :

1t vy -
He S believed that this would be a most undesirable situation.

aq
deq that .

Brg
Y”n
> Was that it would operate to prevent industrial concerns
1€ financial assistance to banks in times of emergency and
th, of the existing bank holding compenies felt that
ere -
Shog ¢ertain other minor technical details in the bill that
d
e
®hanged ang that the Council would like to know what the
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Present, Plans were for hearings on the bill and to what extent it
*d the Support of other agencies of Government.

Chairman Fecles stated that, so far as he knew, no progran
for hearings had been agreed upon; that there were a number of other
Yery important bills before the Senate and House Banking and Currency
Cmmﬁitees, and that he did not know when the bank holding company
bxu'“muld be taken up if it were taken up at all. He then outlined
Tietly the extent to which the bill had been cleared with other
*Bencies of Government stating that so far as he knew the Treasury
Sty favoreq the death sentence and had reserved the right to propose

AMendp,
b s to the present bill when it came up for hearings. It was

S opine
Plnion that, the death sentence would not meet the problem for

&
Teason that 1t 1

. rould not affect in any way groups which were op-
Tati

individuals. He also said that failure to get legis-

a 3
Llon at *

o this session of Congress would serve to put a stamp of ap-
OVa_l o

o N What wag being done by bank holding compsnies; that the
SSent,

b dVorable investment position of bank stocks was an invitation
Creage -

Wiag °¢ the number of bank holding companies, and that the Board
"ithe

of 4 ki adequate authority to do anything about it in the absence

ena
Teny, Ctment of additional legislation. He made the further com-
tha

t .
Quty v Congress did not see fit to grant the Board additional

Ority

tm@ ' there Was nothing the Board could do but to let the matter
itg o

f°rt m course, and that he was not inclined to underteke a fight

e $
leglslation.
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Mr. McKee stated that the definition contained in the bill
fag been worked out carefully in the light of the Board's experience
With the eXisting bank holding company legislation with full knowledge
¥ the Matters which the members of the Council had in mind. He also
1 thay, the definition was necessary to prevent practices which had
: ) Tesorted to in the past which were not only harmful to bank hold-
§ Companieg but to independent banks as well. It was Mr. McKee's
Plnion that if the bill proposed by the Board was not enacted a bill
contalning a death sentence would be passed, that the Board had done
{U~1t Could to meet the situation, and that if the proposed legisla-
lon Were not, enacted the responsibility would rest elsewhere than on
the Boarg,
iy In Tesponse to a comment by Mr. McKee that he could not vis-
St i Situation in which the holding company bill would be admin-
B :an? in such a way as to prevent financial assistance being rendered
s by large industrial concerns in the event of an emergency,
s ?Wn Stated that as long as the proposed bill was on the statute
Nge zduStrlal concerns would not invest in bank stocks at the ex-
b be°°ming subject to the limitations imposed by the bill on

holgs
ldlng Companies.

My,

5 PCClcs outlined the reasons why, in his opinion, it was
Sirap;
e

%m for business concerns to invest in bank stocks and why

ncy
e Capital requirements of banks should be met in some other
e,
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Mr., Brown expressed the wish that the Board would be willing
to afforq an opportunity to discuss the definitions of a bank holding
campany which were in earlier drafts of the bill.

Chairman Eccles commented that the earlier drafts were inade-

Quat
€ and that the present definition was the result of further con-
SidePation.

Mr. Brown said that it seemed to him that a revision of the
defi 2
MWtion yag desirable and Chairman Eccles suggested that the Council
Subry.
ta draft of definition which would be acceptable to it, and

S ated

that the Council would have full opportunity to express its
Views w
"hen hearings were held on the bill.

After some further discussion Mr. Brovm stated that the Board
4 agk
®d for the views of the Council with respect to the practice

i Qll
Owe
d by certain large depositors of asking the depositary banks

for
mol"e A
detaileq information regarding the condition of the banks

thay
Lds ghow »
Shomn in their regularly published reports of condition. He

Saj
d that the C - - A * -
on ouncil did not think that the practice was a very serious

E, th
at a3
- ®1lght members of the Council were opposed to the imposition

any

TOhibs ¢4

t, £ Ohibition by law or regulation upon banks giving any informa-
N that

Wep they wanteg to give to their depositors, that two members
e s

in fa
Whe Vor of such a prohibition, and that Messrs. Beal and Rieman,
Were
n
°t regular members of the Council, did not vote.

e

5.)
cKee read the statement appearing on the cover of each
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Teport of examination made by examiners for the Federal Reserve System
Vhich Contains the statement that under no circumstances shall the bank
i any of itg directors, officers, or employees, disclose or make pub-
He in any manner the report of examination or any portion thereof.

® saig that similar statements were contained on the covers of reports
b SXamination made by the office of the Comptroller of the Currency
Nd the Federal Deposit Insurance Corporation, that in the future

Yate Member banks would be asked to acknowledge receipt of the re-
Port o €Xamination as being subject to the understanding set forth

" the Statement, and that this was a protection to the bank against

haVing to give special information in response to requests from their
depositors.

Mr, Gifford stated that none of the questionnaires he had

e askeq for informetion contained in reports of examination, where-
o Y, MeKee read from a questionnaire form received by one bank
W * AMong othep things, called for the classification of assets
according o the last examination.
e, Traphagen said that he had never seen a request of that
i i SXpressed the opinion that one depositor should not be given
- information than was given another.
i e, Wnton stated that his bank had received a questionnaire
the

o king referred to by Mr. McKee and had declined to give the
'Ormation.
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Mr. Browvn stated that the Board had also asked the Council
for its Opinion as to the progress being made by "credit pools" or—
ganizeq by banks in various sections of the country upon recommenda—
tHon op the American Bankers Association, and that the Council felt
that, ¢ establishment of the pools had been a good thing but that as

Jet,
they hag not done much business.

Thereupon the meeting adjourned.

Secretars;

.

Chairman.






