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A meeting of the Board of Governors of the Federal Reserve

SYstem with the Voluntary Credit Restraint Committee was held in the

Board Room of the Federal Reserve Building in Washington on Friday,

IlaY 2) 1952, at 2:00 p.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Evans
Mr. Vardaman
Mr. Powell
Mr. Mills
Mr. Robertson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Thurston, Assistant to the Board
Mr. Vest, General Counsel
Mr. Young, Director, Division of

Research and Statistics
Mr. Masters, Assistant Director,

Division of Examinations
Mr. Cheadle, Economist, Division of

Research and Statistics

Messrs. Barclay, Benner, Cravens, Davis,
Held, Kernan, Limbert, Moore, Murphy,
Morgan, Reese, Smutny, and Stevenson,
members of the Voluntary Credit
Restraint Committee

Mr. OtLeary, alternate member of the

Voluntary Credit Restraint Committee

After welcoming the members of the Voluntary Credit Restraint

Ooltnitteel Chairman Martin turned the meeting over to Governor Powell

•who
'xPlained that the purpose of the joint meeting was to obtain the

achri
ce of the members of the Committee as to the future of the Voluntary

Orerl •
'41t Restraint Program.
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Governor Powell then called on each member of the Committee to

offer his comments, particularly as to whether the program should be

discontinued or suspended on a stand-by basis. The substance of the

Irl(Nm expressed was as follows:

(a) It was the unanimous opinion of the members of the
Committee that the program should be suspended at
this time.

(b)

(c)

(d)

In view of the uncertain economic outlook and the
Possibility of a resurgence of inflationary pressures
Within a few months, the members of the Committee be-
lieved that the framework of the program should be
Preserved so far as possible with the thought that,
if the Board at some later date should find that a
need existed to reactivate the program, this could
be accomplished without undue delay.

It was felt that the removal of the screening of muni-
cipal financing from the scope of the program, pursuant
to the President's request transmitted to the Director
of Defense Mobilization on March 24, .1952, had diminished
the effectiveness of the program.

It was noted that the temper of lenders and of the public
generally WAS in the direction of relaxation of controls,
which would make it difficult to obtain effective coopera-
tion should the program be continued.

(e) It was believed that the program had contributed sub-

stantially to the restraint of inflationary pressures,
that it was well regarded generally, and that it would
be wise to suspend operations before the program fell
into disrepubel as seemed likely if it were continued
Without enthusiastic support.

(f) Some of the members of the Committee were not convinced
that the economic need for the program was ended, but
they agreed that it should be suspended because it ap-
peared that in the light of the circumstances mentioned
above there was no practicable alternative course of action.
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(g) It was suggested that if the
efforts be made by the Board
on commercial bank loans and
commitments, perhaps in modif
basis.

program were suspended,
to continue the series
life insurance company
ied form, on a cooperative

Governor Powell said that Mr. Walker, a member of the Committee

Who Was unable to be present at this meeting, had stated in a telephone

conversation this morning that he would favor suspension of the program,

and Messrs. Cravens and O'Leary stated that Mr. Shanks and Mr. Harrison,

Other 
members of the Committee who were unable to be present, had ex-

pressed similar views.

Governor Powell then read excerpts from telegrams received from

several of the Federal Reserve. Banks in response to a request which he

had lade of them this morning that they contact representatives of the

l'egional voluntary credit restraint committees within their districts

to
ascertain their opinions regarding suspension of the program. The

l'e813"se3 revealed that a large majority of the regional committee repre-

sentatives who were contacted favored such action for reasons similar

to

'pee expressed at this meeting. Governor Powell also referred to

disc
ussions which he had had recently with other Reserve Bank and re-

Committee representatives, stating that they also would favor

the termination of the program.

At this point Governor Powell turned the meeting back to Chairman
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There was discussion of a question raised by Governor Vardaman

whether the relaxation or elimination of selective credit controls ad-

ministered by the Board would be likely to be interpreted by the general

Pliblio as an indication that a serious recession was imminent. Members

cl the Committee expressed the opinion that, although some psychological

reaction of this nature might be anticipated, the relaxation of controls

°n the whole would contribute to increased business activity. Governor

Robertson expressed the opinion that it was important to eliminate credit

e°11.4101e as rapidly as consistent with economic developments since if

this were not done the reaction of the public at the time the controls

were finally eliminated would be even more pronounced.

Mr. Cravens inquired whether he was correct in assuming that

allY action with respect to the Voluntary Credit Restraint Program would

betale--en as a part of the Board's over-all policy with respect to so-
leet ive credit controls, to which Chairman Martin replied that the Board
had 

reached no conclusions as to actions that it would take with respect

t° Regulations 1ff, Consumer Credit, and X, Real Estate Credit.

There was a further discussion of whether it would be preferable

to A4-
'.46continue the program altogether or whether it should be suspended

a stand—by basis so that it could be revived promptly if that should
be A
'aeirable. Reference was also made to changes that might be made in
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program if it were reinstated and, while it was considered unlikely

that the program would be reinstated in the same form as it was first

instituted, it was the recommendation of the Voluntary Credit Restraint

C°mmittee that it be suspended with the understanding that the framework

of the program should be retained so that it could be revived promptly.

Mr. Moore requested assurance that, if the program were sus-

Pended, it would be made clear that the Board concurred in the decision,

statin_g that the Committee should not have to assume the entire responsi-

ba.t.
1 Y for such action. Chairman Martin responded by saying that the

stateme nt issued to the press in this connection could be so worded as

to make it apparent that the Board concurred.

Members of the Committee inquired as to what direction the Board

IY°111d give to the matter and as to the form that a press release would

take
• Chairman Martin stated that the Board would hold a separate meet-

itg 
to determine what action it would take with respect to the program,

L̀iter which it would meet with the Committee again.

Thereupon, all of the members of the Voluntary Credit Restraint

C° tMmi tee, together with Messrs. Masters and Cheadle,withdrew from the

meeting.

Governor Powell read portions of additional telegrams just re-

ilied from Federal Reserve Banks giving the views of regional committee

l'ePresentatives with regard to the discontinuance of the program, from
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which it was evident that the consensus was clearly in favor of sus-

Pending the program at this time.

At the request of the Chairman, Lir. Vest discussed the procedure

followed when the Program was placed in operation in March 1951 and

stated that in his opinion the only appropriate method of suspending

the Program would be for the Board to withdraw its outstanding request

to financing institutions to act and refrain from acting pursuant to

the Program and to send copies of the withdrawal to all such institu-

tions to put them on notice.

Governor Powell expressed the opinion that there would be little

P°ssibility of reactivating the program in its present form but said that

the members of the regional committees might well be asked to stand by

elld be ready to serve again if called upon.

Chairman Martin stated that he had discussed the desirability

f suePension of the program with the Acting Director of Defense Mobili-

ati°a, who had offered no objection to such action.

Following discussion of the form of a
statement to financing institutions with-
drawing the Board's request to act pursuant
to the program, unanimous approval was given
to a statement reading as follows, it being
understood that the Federal Reserve Banks
would be requested to distribute the state-
ment to all financing institutions within
their respective districts:
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"WITHDRAWAL BY BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM OF ITS REQUEST TO
FINANCING INSTITUTIONS TO ACT PURSUANT TO
PROGRAM FOR VOLUNTARY CREDIT RESTRAINT

"Pursuant to the provisions of section 708 of the Defense
Production Act of 1950 and Executive Order No. 10161, the Board
of Governors of the Federal Reserve System, on March 9, 1951,
requested every financing institution in the United States to
act, and to refrain from acting, pursuant to and in accordance
aith the provisions of a 'Program for Voluntary Credit Restraint'
which had been prepared and approved in accordance with the pro-
cedures and requirements prescribed by the said section 708 and
bY the said Executive Order. The Voluntary Credit RestraintComm'ttee created pursuant to the Program, every subcommittee
created pursuant to the Program, and every individual member
of the said Committee and of said subcommittees were also re-
quested by the said Board, on March 9, 1951, to act and to re-
fain from acting pursuant to and in accordance with the provi-
sions of the Program. Subsequently, on April 20, 1951, and on
April 17, 1952, the said Board requested every financing insti-
tution in the United States, the said Committee, the said sub-
committees, and the individual members thereof, to act and to
refrain from acting pursuant to and in accordance with the
Provisions of an amended 'Program for Voluntary Credit Restraint'
which had been prepared, amended and approved in accordance with
he procedures and requirements prescribed by the said section
7°8 and by Executive Order No. 10161.

"On May 2, 1952, the Voluntary Credit Restraint Committee
!ecommended to the Board of Governors of the Federal Reserve
?YBtem that the screening of applications for financing, in
accordance with the principles established by the Voluntary
1:edit Restraint Program, be suspended in the light of current
21rcumstances. The Board of Governors of the Federal Reserve
?Ystem is unanimously in agreement with this recommendation of
he Voluntary Credit Restraint Committee. Accordingly, effec-

olve May 12, 1952, the Board of Governors of the Federal Reserve
/Stem hereby withdraws the requests which it addressed to all
liflancing institutions, the Committee, the subcommittees, and
Tembers thereof, on March 9, 1951, April 20, 1951, and April 17,
j-952, to act and to refrain from acting pursuant to and in
accordance with the provisions of the Program.
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"Under the provisions of section 708 of the Defense
Production Act of 1950, acts or omissions to act pursuant
to the requests above referred to and the Program for Volun-
tary Credit Restraint which occur while said section 708 is
in effect and before the withdrawal of such requests are not
construed to be within the prohibitions of the antitrust laws
or of the Federal Trade Commission Act of the United States.
As the result of this withdrawal by the Board of the requests
Previously made by it, the provisions of said section 708
will not apply to any act or omission to act by reason of
such requests on or after May 12, 1952.

By order of the Board of Governors of the Federal
Reserve System, this 2nd day of May, 1952.

(signed) S. R. Carpenter,
Secretary."

Unanimous approval also was given
to the following letter to the Honorable
Philip B. Perlman, Acting Attorney General,
Washington, D. C., together with a similar
letter to the Honorable James M. Mead,
Chairman, Federal Trade Commission:

"The Voluntary Credit Restraint Committee created
Pursuant to the Program for Voluntary Credit Restraint,
which was set up in accordance with the provisions of
section 708 of the Defense Production Act of 1950 and
Executive Order No. 10161, has recommended to the Board
Of Governors of the Federal Reserve System that the screen-
ing of applications for financing, in accordance with the
Principles established by the Voluntary Credit Restraint
Program, be suspended in the light of current circumstances.
The Board of Governors is unanimously in agreement with this
recommendation of the Committee and, accordingly, effective
14Y 12, 1952, has withdrawn the requests which it previously
addressed to all financing institutions, after obtaining the
approval of the Attorney General, to act pursuant to the
Program. In accordance with the provisions of the said sec-
tion 708 of the Defense Production Act of 1950, there is
transmitted herewith a copy of the withdrawal by the Board
of its request. There is also enclosed for your information
copy of a press statement released by the Board on may 5

19521 with regard to this matter."
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Mr. Young referred to the suggestion of the Voluntary Credit

Restraint Committee that the Board continue the special series on bank

1°ans and on insurance company commitments which were being compiled

in connection with the Voluntary Credit Restraint Program and recommended

that the suggestion be approved by the Board.

Mr. Young's recommendation
was approved unanimously.

It was agreed that Chairman Martin would inform the Committee

or the Board's actions as set forth above, and would state that the

board had approved the issuance of a statement to the press in a form
to be 

Prepared by the Committee in consultation with Messrs. Powell,

soon,and Vest.

All of the members of the Voluntary Credit Restraint Committee

listed above except Mr. Stevenson then rejoined the meeting, and Messrs.

14asters and Cheadle also came into the room.

Chairman Martin stated that the Board concurred unanimously

14 the advice received from the Committee that the Voluntary Credit

nest •ralnt Program should be suspended, that in the circumstances it

had
decided to withdraw its request to financing institutions to act

131311ant to the program, and that notice of this action would be sent

to 1
financing institutions. He suggested that the Committee meet

askrately to conclude its business and stated that the Board had
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995

approved the issuance of a press statement in a form to be prepared

bY the Committee in consultation with Messrs. Powell, Thurston, and

Vest.

Mr. Moore asked if the Board's action on the Voluntary Credit

Restraint Program would be accompanied by action on Regulations and

X) and Chairman Martin responded that no decision had been made by the

8c)ard as to the further actions it would take.

Secretary's Note: The text of the
press statement, prepared in the
separate meeting of the Committee
with Messrs. Powell, Thurston, and
Vest, was in the following form and
was given to the press for immediate
release on May 5, 1952:

"The Board of Governors of the Federal Reserve System
has concurred unanimously in the recommendation of the
National Voluntary Credit Restraint Committee that the
s?reening of applications for financing, in accordance
with the principles established by the Voluntary CreditP. 

the

Program, be suspended in the light of current
e reumstances. The Voluntary Credit Restraint organiza-
tlon will continue on a standby basis so that the volun-
tarY program may be reinstated should subsequent develop-
ments require."

Thereupon the meeting adjourned.
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