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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

February 16, 1941

The first and organization meeting of the Federal Advisory

Council for 1941 was convened in Room 336 of the Mayflower Hotel, Washington,

D. C., on Sunday, February 16, 1941, at 2:00 P.M.

Present:
Mr. George L. Harrison District No. 2
Mr. William Fulton Kurtz District No. 3
Mr. 3. GwmHuntington District No. 4
Mr. Ryburn G. Clay District No. 6
Mr. Edward E. Brown District No. 7
Mr. S. E. Ragland District No. 8
Mr. Lyman E. Wakefield District No. 9
Mr. W. Dale Clark District No. 10
Mr. R. Ellison Harding District No. 11
Mr. Paul S. Dick District No. 12
Mr. Robert M. Hanes District No. 5

Mr. Edward E. Brown was elected Chairman pro tem and Mr. Walter
Lichtenstein Secretary pro tem.

The Secretary stated that communications had been received from
eleven of the Federal Reserve banks, certifying to the election of their
representatives in accordance with the above list. He understood that to
date the Federal Reserve Bank of Boston had not made an appointment of a
representative for the year 1941.

Upon nominations for the office of President of the Council being

called for, Mr. Edward E. Brown was nominated. On motion, duly made and seconded,
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the nominations were closed and the Secretary was instructed to cast a ballot

for Mr. Brown, who was thereupon declared elected President of the Council

for the year 1941.

Upon nominations for the office of Vice President being called
for, Mr. George L. Harrison was nominated. On motion, duly made and seconded,
the nominations were closed and the Secretary was instructed to cast a ballot
for Mr* Harrison, who was thereupon declared elected Vice President of the
Council for the year 1941.

The President, Mr, Brown, thereupon called for nominations for
the four appointive members of the Executive Committee. Messrs. W. F. Kurtz,
B. G. Huntington, R. M. Hanes, and S* E. Ragland were nominated. On motion,
duly made and seconded, these gentlemen were unanimously elected members of
the Executive Committee for the year 1941, the President and Vice President
being ex officio members.

On motion, duly made and seconded, Mr* Walter Lichtenstein was
elected Secretary of the Federal Advisory Council for the year 1941 at a salary
of $2,500.00 per annum.

On motion, duly made and seconded, the Council readopted the
existing by—laws, which are attached hereto and made a part of these minutes.

On motion, duly made and seconded, the minutes of the Council
meeting of November 17-19, 1940, copies of "which had been previously sent to
the members, were approved.

The Secretary presented his financial report for the year 1940, which
had been audited by Mr. J. J. Buechner, Assistant Auditor of The First National
Bank of Chicago, which on motion, duly made and seconded, was approved and

ordered to be printed. The report is attached hereto and made a part of these

minutes.
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On motion, duly made and seconded, the following resolution, was

unanimously adopted:

"Resolved that the Secretary be and he is hereby authorized to
ask each Federal Reserve bank to contribute $350 toward the Secretarial and
incidental expenses of the Federal Advisory Council for the year 1941 and to
draw on it for that purpose.”

There was some discussion about the question of the publication of
the Council's Memorandum on Easy Money, which was originally submitted on
May 20, 1940, and a revision of which was filed with the Board of Governors of
the Federal Reserve System under date of October 8, 1940. It was decided not
to adopt any formal motion, but to permit the whole question to rest, with the
understanding that the Council would not press for publication of the Memorandum
at this time. It was understood that this really meant that the Council would
drop the whole issue without, however, making any formal record.

Sone discussion took place about the problem of minimum and
maximum reserve requirements and about the Bank Holding Company Act of 1941
(S. 310).

It was decided to ask the Board of Governors of the Federal Reserve
System at tomorrow morning’s meeting:

(a) 7/hat is being done to implement the Special Report made by the
System to the Congress on December 31, 1940.

(b) What the Board of Governors is doing in respect to the
questionnaire of the Wagner Committee.

(c) In respect to certain provisions in the Bank Holding Company
Bill (S. 310), notably the provision regulating dividends, the stringency of
sore of the sanctions and powers provided for in the Bill and the problem of
proper ratio of capital to deposits.

There was considerable discussion about the exemption from the
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F.D.1.C. assessment of the required reserves deposited with the Federal Reserve

banks.

Mr. Kurtz stated it to be his opinion that all deposits in Federal
Reserve banks should be exempt, and he doubted whether this would really injure

the correspondent relationships.

The statement was made that the suggestion had been made to deduct
from the F.D.1.C. assessment half of the payments which National banks are
now required to make for exemptions by the Comptroller’s Office.

It was suggested that the American Bankers Association be re-
quested to drop a proposal made by the State Bank Division of that Association
which would provide "for the elimination from the assessment base of the
amount of balances carried by banks with Federal Reserve banks and other
domestic banks."

Mr. Wakefield discussed the tax exemption of Federal Savings and
Loan Associations, which goes much further than that granted to the Federal
Housing Administration. He pointed out that there had been a very great
acceleration in growth in many districts of the Federal Savings and Loan

Associations.

The meeting adjourned at 5:00 P.M.

Walter Lichtenstein,

Secretary
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MINUTES OF JOINT CONFERENCE OF THE FEDERAL ADVISORY COUNCIL

AND THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

February 17, 1941

At 10:25 A.M. a preliminary joint conference of the Federal
Advisory Council and the Board of Governors of the Federal Reserve System was
held in the Board Room of the Federal Reserve Building, Washington, D. C.

Present: Members of the Board of Governors of the Federal Reserve
System:

Chairman Marriner S. Eacles; Vice Chairman Ronald Ransom; Governors
M. S. Szymczak, John K. McKee, Chester C. Davis, Ernest G* Draper; Lawrence
Clayton, Assistant to the Chairman; Elliott Thurston, Special Assistant to the
Chairman; Chester Morrill, Secretary; S. R. Carpenter, Assistant Secretary;
Walter Wyatt, General Counsel; J. P* Dreibelbis, Assistant General Counsel;

B- Magruder Wingfield, Assistant General Counsel; and Kit Williams, Assistant
General Counsel.

Present: Members of the Federal Advisory Council:

Mr. Edward E. Brown, President; Mr. George L* Harrison, Vice
President; Messrs. W. F. Kurtz, B. G. Huntington, Ryburn G. Clay, S. E. Ragland,
Lyman E. Waicefield, W. Dale Clark, R. Ellison Harding, Paul S. Dick, and Walter
Lichtenstein, Secretary.

The President of the Council asked whether anything was being done
in respect to implementing the recommendations made in the Special Report of
the System, submitted to the Congress on December 31, 1940.

Chairman Eccles stated that Senator Taft had introduced a bill
swhich dealt with sane of the monetary aspects of the problem discussed in the
Special Report. It was, however, merely the re—introduction of a bill which
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he had presented at the last session of the Congress and did not he—s= any
connection with the Special Report.

Chairman Eccles stated frankly that it would be impossible to
obtain legislation to enact the recommendations of the Special Report into law
unless the President, the Secretary of the Treasury, and Senator Wagner gave
their support to the bills introduced. The Chairman admitted that he doubted
m\hether either the President or the Secretary of the Treasury approved of most
of the recommendations made in the Special Report. The Chairman felt that the
objection of the Treasury was based on the fact that it did not wish a Federal
Reserve System, controlled by private banking interests to have greater powers.
Rightly or wrongly, the Treasury felt the System had failed to meet the
situation in 1932-33 and that the RFC, the F.D.1.C., and other Governmental
agencies had been created for that reason. He stated that it was his view that
the Treasury really had more power than the Federal Reserve System, even in
the monetary field, and that in spite of the Banking Act of 1935, the System
did not he+e any more powers than it possessed in 1933.

After explaining in sore detail his well-known views regarding
fiscal and monetary affairs, he suggested the following program:

1. In respect to reserve requirements, follow the proposals made
in the Special Report.

2. Permit vault cash to be counted as part of the reserves. He
pointed out that such a provision would mean that small banks located in places
m\here there is not a Federal Reserve bank or branch of one would be much
benefited if they would not be required to carry all their reserves in the

Federal Reserve System.

3. Empower Federal Open Market Committee to double present reserve

requirements.
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4. Follow the classification of banks suggested in the Special

Report.

5* Require all member banks and all other banks whose average
deposits during 1940 exceeded one million dollars to keep their reserves with
the Federal Reserve bank of the district and maintain this provision for
succeeding years, i*e., banks which during the year 1941 have deposits averaging
one million dollars should in 1942 be required to keep their reserves with the
Federal Reserve bank of the district. Banks which would core under such a
classification might, at their own discretion, became members of the System,
or not, as they pleased, but if such a bank declined to become a member of the
System, then it could not subsequently become a member except with the consent
of the Board of Governors of the Federal Reserve System. The Chairman stated
his belief that non—member banks are a potent influence legislatively. He
stated that there are 186 banks imposing exchange charges whose deposits are
over one million dollars. There are 107 banks with over one million dollars
of deposits not members of the System, Non-insured banks having over one
million dollars of deposits have in all about five billion dollars of deposits.
The number of such banks are about 1000, and, in addition, there are about 6000
other non-—insured banks whose total deposits, however, are only about two billion
dollars. He pointed out that his plan would tend to keep banks in the System
and also would force in all banks that had deposits of over one million dollars.
The reason that such banks would practically be forced to join the System would
be that under such a regulation as he proposed, these banks would have to keep
their reserves with the Federal Reserve System, except what they had in the
form of vault cash, and at the same time, if they did not join would not enjoy
any of the benefits of the System.

6. Deduct required reserves from the amount of deposits s
to F.D.1.C. assessment.
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The Chairman went on to give a pretty full statement of the
circumstances surrounding the release for publication of January 1, 1941, of
the Special Report. He then continued to outline his program:

7. The Open Market Committee to consist of members of the Board
of Governors of the Federal Reserve System and one of the Presidents from the
Federal Reserve banks of Boston, Philadelphia, or Richmond; and one of the
Presidents from the Federal Reserve banks of Atlanta, St. Louis, or Dallas; and
one of the Presidents from the Federal Reserve banks of Kansas City, Minneapolis,
or San Francisco; and one of the Presidents from the Federal Reserve banks of
Cleveland or Chicago; and, finally, the President of the Federal Reserve Bank
of New York.

8. Permit the Federal Reserve System to buy direct from the
Treasury Government securities having ninety days* maturity. Until 1935 the
Federal Reserve System had power to buy any securities direct from the Treasury,
but this power was never exercised.

9. Prohibit the use of the Stabilization Fund as an instrument
for Open Market operations, but permit it to buy securities from the Treasury
mrhich later might be sold in the market, or used to retire debt. This proposal
would leave all present powers with the Stabilization Fund, though it would
forbid it buying securities in the Open Market, but not forbid it to sell in
the Open Market. The argument is used that the Stabilization Fund ought to be
continued because it may be used to stabilize Latin American currencies, and
m\en the war is over, it may be needed to stabilize European currencies. It
is for this reason also that there may be some advantages in silver seigniorage.

10. Retire the stock of the Federal Reserve banks held at present
by member banks and pay the stockholders the par value of the stock plus accrued

dividends. Retain, however, the system of member banks. State banks which
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elect to remain members of the System at the date of the retirement of the
stock should not be allowed to withdraw from the System thereafter.

11. (@) Eliminate directors on Federal Reserve banks who :
bankers, but permit the member banks of each district to elect three members of
the board of each Federal Reserve bank, such members to represent commerce,
agriculture, and industry. The Board of Governors of the Federal Reserve
System to appoint three other members of the board of directors of each Federal
Reserve bank, and the six directors to elect a president who would became a
member of the board of directors. The Open Market Committee in that case to be
left as at present, except for the change suggested under #7.

As an alternative of the above suggestion, the president of
the Federal Reserve bank might be left off its board of directors and instead
the member banks elect four directors, one of these to be a banker.

Af'ter the stock had been retired, the surplus would be left
and should be increased out of earnings until the total amounted to double of
the present surplus. After that, earnings should be turned over to the Treasury.

(b) Instead of the proposal under 11 (a), the stock and
directors of Federal Reserve banks might be left as at present, but dividends
be reduced from six per cent per annum to four per cent per annum. In that case,
the Open Market Committee should consist entirely and only of members of the
Board of Governors.

(c) As another alternative, retain the stock and bankers on
the boards of directors as at present; leave the Open Market Committee as now
except for the change suggested under #7, but give the President of the United
States veto power over any increase or decrease of required reserves.

Governor Szymczak asked whether Chairman Eccles had in mind at all

the possibility of reinstating as a member of the Board of Governors the
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Secretary of the Treasury and/or the Comptroller of the Currency.

Governor Ransom stated that ws have really two alternatives:

(a) The canponent parts of the System might assume the attitude
that a report had been made to the Congress, and it was now for Congress to
determine what it wished to do about the suggestions made. In addition, he
pointed out there was still the Wagner questionnaire.

(b) What in the opinion of the System should be the legislative
program and would it be wise to prepare a bill or bills to have introduced
into Congress before Congress itself takes the initiative and before the Wagner
questionnaire is answered.

If the suggestion under (b) is adopted, then it is necessary to
have the support of the Administration. There are advantages and disadvantages
in all three of the plans suggested by the Chairman. The Council should explore
whether any suggestion at all is to be made, and if so which of the plans
suggested, or perhaps some further alternative might be discussed. The aim
should be to preserve the private commercial banking system.

The President of the Council asked whether the Board had agreed
on answers to the Wagner questionnaire.

Governor Ransom stated that the Senior Staff Council of the Board
had prepared a report consisting of 400-500 pages, and this report is now being
gone over, discussed, and revised. So far it is not known when it will be
ready and when it will be filed with Congress. Each agency of the Government
which is filing a report is holding back to see what the other agencies do.
Governor Ransom hopes that the Board and the twelve Federal Reserve Banks might
agree on a more or less uniform reply to the questionnaire.

Mr. Harrison stated that it was somewhat doubtful whether members

of the Wagner Committee would read the 500 pages, and it might, therefore, be
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better to have a bill introduced before the answers to the questionnaire are
filed.

Governor Ransom and Mr. Harrison agreed that the only way to get
action is to have a bill introduced in Congress* but it would be necessary to

consult Senator Wagner in advancee

Mr. Harrison pointed out that the Special Report asked for a real
increase in powers of the System only as regards reserve requirements, and he
said that he had to admit even this was not as important now as it was in

December.

There was general agreement that the Report had done much good in
calling attention to certain banking problems, but at the moment it would be

wiser not to attempt to get any action.

The meeting adjourned at 1:25 P.M., and the Council had luncheon

with the Chairman of the Board of Governors.

Walter Lichtenstein,

Secretary
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL
February 17, 1941

At 2:35 P.M. the Federal Advisory Council reconvened in the Board
Room of the Federal Reserve Building, Washington, D. C., the President, Mr. Brown,
in the chair.

Present: Mr. Edward E. Brown, President; Mr. George L. Harrison, Vice
President; Messrs. William Fulton Kurtz, B. G. Huntington, Ryburn G. Clay, S. E.
Ragland, Lyman E. Wakefield, W. Dale Clark, R. Ellison Harding, Paul S. Dick, and
Walter Lichtenstein, Secretary.

The Council listened to a discussion of business conditions presented
by Dr. E. A. Goldenweiser, Director of the Division of Research and Statistics of
the Board of Governors. He pointed out that in spite of the rise of the index of
production, there has so far been very little increase in prices. The circulation
of currency is at an all-time high, with the exception of the period of last
Christmas. There is undoubtedly a certain amount of hoarding especially by and
for foreigners. Excess reserves are not quite at the peak, though this may be
merely temporary. He believes that the problem of excess reserves is still very
important for after all gold is still coming into the country and the mere
existence of approximately seven billion dollars of excess reserves forms the
basis for possible tremendous credit expansion. Furthermore, deposits are almost
certain to increase. Dr* Goldenweiser also discussed certain other aspects of
the business, monetary, and fiscal situation.

Dr. Goldenweiser left the meeting at 3:45 P.M. and Mr. Kurtz at 4:00

P.M.
—Lfg'e— resolution, submitted by Mr. Harrison and seconded by Mr.

Wakefield, was unanimously adopted. In its final form it read as follows:

"The Federal Advisory Council is of the opinion that the Special
Report submitted to the Congress on December 31, 1940, by the Board of Governors
of the Federal Reserve System, the Presidents of the Federal Reserve Banks, and
the Federal Advisory Council, was an important statement dealing with the risks
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of a possible inflationary development which might arise out of the present
situation. While the Council does not fear that such an inflation is imminent
and is likewise aware of the fact that ‘inflation can not be controlled by
monetary measures alone,* nevertheless, the Council does believe that monetary
action may be an important factor if it should become necessary at some future
time to control an inflationary movement.

"The Council believes that the System as a whole should be prepared
to support fully the recommendations and statements made in the Report, since it
does not consider there is any reason at this time for a change in the position
taken in the Report. If the System, or the Board of Governors, should be
requested by the Congress to implement the Report, or nore specifically, if
either should be asked to draft a bill designed to translate the recommendations
made in the Report into law, the bill, as the Council believes at this time,
should seek only to put into legal form those recommendations in the Report which
relate specifically to the problem of excess reserves. The Council is furthermore
of the opinion that if later on it appears that those recommendations should be
modified or supplemented it would be helpful before a bill is proposed if there
were a prior conference with those groups subscribing to the original report.

The Council takes it for granted that the other protective steps discussed in
the Report ’equally or more important’ than the monetary aspects of control will
be dealt with by those authorities or departments of the Government within whose

jurisdiction they belong.”

At 4:15 P.M. Messrs. Wyatt and Williams, General Counsel and
Assistant General Counsel, respectively, of the Board of Governors of the Federal
Reserve System, met with the Council to discuss the Bank Holding Company Act
(S. 310). Mr. Wyatt pointed out this bill is based on a movement which started
in the Treasury in 1938, and in his annual address that year, the President also
stated that something should be done in connection with bank holding companies.
The Board of Governors so far had taken no action in respect to this bill, but he
was willing to hazard the guess that the Board was opposed to the bill in its
present form.

Mr. Wyatt pointed out that, as a matter of fact, Senator Glass,
while he had introduced this bill, had done so at the request of the Treasury and
had made it clear all along that he did not necessarily support the bill. He
doubted whether anything would be done in respect to the bill.

The meeting adjourned at 5:00 P.M.

Walter Lichtenstein,

Secretary
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

February 18, 1941

At 10:15 A.M. the Federal Advisory Council reconvened in the
Board Room of the Federal Reserve Building, Washington, D. C., the President,

Mr* Brown, in the chair.

Present: Mr. Edward E. Brown, President; Mr. George L. Harrison,
Vice President; Messrs. William Fulton Kurtz, B. G. Huntington, Ryburn G. Clay,
S. E. Ragland, Lyman E. Wakefield, W. Dale Clark, R. Ellison Harding, Paul S.
Dick, and Walter Lichtenstein, Secretary.

The Secretary read the resolution presented by Mr. Harrison®as it
had been re—drafted, and it was unanimously adopted. The resolution will be

found in the minutes of February 17.

The meeting adjourned at 10:30 A.M.

Walter Lichtenstein,

Secretary
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MINUTES OF JOINT CONFERENCE OF THE FEDERAL ADVISORY COUNCIL
AND THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM.

February 18, 1941

At 10:40 A.M. a joint conference of the Federal Advisory Council
and the Board of Governors of the Federal Reserve system -ws held in the Board
Room of the Federal Reserve Building, Washington, D. C.

Present: Members of the Board of Governors of the Federal Reserve
System:

Chairman Marriner S. Eccles; Vice Chairman Ronald Ranson;
Governors M. S. Szymczak, John X. McKee, Chester C. Davis, Ernest G* Draper;
also Messrs. Lawrence Clayton, Assistant to the Chairman; Elliott Thurston,
Special Assistant to the Chairman; Chester Morrill, Secretary of the Board of
Governors, L. P* Bethea and S. R. Carpenter, Assistant Secretaries of the
Board of Governors; Walter Wyatt, General Counsel; J, P* Dreibelbis and B.
Magruder Wingfield, Assistant General Counsels; Leo H. Paulger, Chief, Division
of Examination; E. A. Goldenweiser, Director, Division of Research and Statistics
Edward L* Smead, Chief, Division of Bank Operations; and Carl E. Parry, Chief,
Division of Security Loans.

Present: Members of the Federal Advisory Council:

Mr. Edward E. Brown, President; Mr. George L. Harrison, Vice
President; Messrs. William Fulton Kurtz, B. G. Huntington, Ryburn G. Clay,

3. E. Ragland, Lyman E. Wakefield, W. Dale Clark. R. Ellison Harding, Paul S.
Dick, and Walter Lichtenstein, Secretary.

The Secretary of the Council read the resolution dealing with the
Special Report to Congress, which appears in the minutes of February 17.

Chairman Eccles stated that he could not concur and would feel it
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necessary to introduce a bill which had sore chances of being enacted into law.

The President of the Council stated that the Council merely wished
to indicate that it would like to be consulted.

Chairman Eccles suggested that a committee of three of the Council
and a similar committee of the Presidents of the twelve Federal Reserve banks
and one from the Board of Governors be appointed to watch the situation and
consult together, if this should be necessary.

Mr. Harrison stated that the Council fundamentally has the same
aims as the Board of Governors.

Mr. Brown expressed the opinion that the present structure of the
System should not be sacrificed for the purpose of giving greater power to
the Board of Governors over excess reserves. The question of the veto power
of the President was another matter and in practice existed now and might just
as well be recognized by legislation.

Vice Chairman Ransom stated that committees suggested by Chairman
Eccles would be very helpful. He expressed himself as differing completely
with Chairman Eccles on the question of reserves of small banks. He did not
think, however, that at this time the matter was sufficiently urgent to make
it worth while continuing the discussion.

In general the members of the Board of Governors of the Federal
Reserve System expressed themselves as in agreement to the end that there be
three separate committees to cooperate and to study possible legislation to
implement the Special Report made to Congress.

The members of the Council also expressed themselves as being in
agreement with the suggestion made.

There was considerable discussion regarding the Bank Holding

Company Act (S. 310) . The following was pointed out:
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1. The bill contains a death sentence for holding companies of
banks to become effective in 1944. The Federal Advisory Council does not
object to freezing the present situation, but there is not any capital available
to buy up these banks at the present time, and many of them would have to be
liguidated even though the communities in which they were located needed them.

2. Dividends: It would be dangerous to give the Comptroller of
the Currency arbitrary power over dividends simply for the purpose of compelling
banks to charge off bad debts and allow for desirable depreciation. Past
history has shown that sane Comptrollers of the Currency were very arbitrary
and unjust. The provisions of the law governing this power of the Comptroller
should be made very definite.

3. The Federal Advisory Council objects to the general provisions
giving drastic powers to the F.D.1.C. and the Comptroller’s Office in case of
unsound and unsafe banking practices. It was felt that the provisions were
altogether too severe and too indefinite. It should not be permitted that an
administrative officer who made the ruling should be also judge and jury, as
would be the case under the provisions of the present bill. At present this
power rests with the Board of Governors of the Federal Reserve System, which,
after all, is not the body which enters the original orders dealing with
charge—offs of bad debts and depreciation.

The Federal Advisory™hopes that the Board of Governors will oppose
all three sections of the bill, and if hearings are to be held, the Council
would like permission to present opponents to the bill and assist in the
preparation of an alternative bill..

At 12:30 P.M. Governor Draper left the meeting.

Chairman Eccles gave a history of the present situation and said
that the Board of Governors would not merely criticize the bill if asked, but
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would be ready to present an alternative solution. He agreed that the power to
control dividends should not be without sane check, and banks ought to have
the right to appeal to some independent body which might rescind or modify an
order of the Comptroller. Possibly the Board of Governors of the Federal
Reserve System would be the proper body.

The meeting adjourned at 1:05 P.M.

Walter Lichtenstein,

Secretary
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

February 18, 1941

At 1:10 P.M. the Federal Advisory Council reconvened in the Board
Room of the Federal Reserve Building, Washington, D. C., the President, Mr.
Brown, in the chair.

Present: Mr. Edward E. Brown, President? Mr. George L. Harrison,
Vice President; Messrs. William Fulton Kurtz, B. G. Huntington, Ryburn G. Clay,
S. E. Ragland, Lyman E. Wakefield, W. Dale Clark, R. Ellison Harding, Paul S.
Dick, and Walter Lichtenstein, Secretary.

It was voted unanimously to appoint a committee in accordance
with the suggestion made by Chairman Eccles, this committee to be for the
purpose of consulting with similar committees of the Board of Governors and
the Presidents of the twelve Federal Reserve banks. It was decided that the
following members should serve on the committee: Messrs. Harrison, Hanes,
and Brown; Mr. Kurtz to be alternate, but to sit with the committee at all
times; Mr. Walter Lichtenstein is to act as secretary of the committee.

The meeting adjourned at 1:40 P.M.

Walter Lichtenstein,

Secretary
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OFFICERS AND MEMBERS OF THE FEDERAL ADVISORY COUNCIL

For the Year 1941
OFFICERS: EXECUTIVE COMMITTEE:
President, Edward E. Brown Edward E. Brown
Vice President, George L. Harrison George L. Harrison
Secretary, Walter Lichtenstein William Fulton Kurtz

B. G. Huntington
Robert M. Hanes

S. E. Ragland
MEMBERS:

Charles E. Spencer, Jr. Federal Reserve District No. 1
George L. Harrison Federal Reserve District No. 2
William Fulton Kurtz Federal Reserve District No. 3
B. G. Huntington Federal Reserve District No. 4
Robert M. Hanes Federal Reserve District No. 5
Ryburn G. Clay Federal Reserve District No. e
Edward E. Brown Federal Reserve District No. 7
S. E. Ragland Federal Reserve District No. 8
Lyman E. Wakefield Federal Reserve District No. 9

. Dale Clark Federal Reserve District No. 10
R. Ellison, Harding Federal Reserve District No. 11
Paul S. Dick Federal Reserve District No. 12
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BY-LAWS OF THE FEDERAL ADVISORY COUNCIL

ARTICLE 1. OFFICERS

Officers of this Council shall be a President, Vice President, and Secretary.

ARTICLE IlI. PRESIDENT AND VICE PRESIDENT

The duties of the President shall be such as usually pertain to the office; in his
absence the Vice Sremdent sh eII Serve. P

ARTICLE Ill. SECRETARY

retary shall be salarted fficer of the Council and his duties and compen-
sat|0ns ﬁqb fades tt])y the xecutive ommlttee P

ARTICLE IV. EXECUTIVE COMMITTEE

here S b cutlve Coptméttee of §i H”nleénbersofthe Council, Oth“Ch

all
\t/g%anreeSI e]nrt re5| OES]deﬂls abse oqu| mF Président Ehgﬂ“% etrﬁthorlze t0
dﬁlﬁ %te as e] bf e fecu Qfo Ittee or Ing anot er member
e Councll ot an oneeecte y

ven
XeCUtIVG t[n
ARTICLE V. DUTIES OF THE EXECUTIVE COMMITTEE

hél be the d t%ot:t Ef< cutive Committee to k in close touch wit the

rd o overnorso e ra eserv ystem and }Ngﬁ eir regula ?ns an &

rp]u ations ?nd commumcate sarr]e to he embers, ounci 0 sugge
ouncil from time to time, special matters for consideration.

. The E | hall h fix th e of haldi
s rO A e S e o e e tt'h“e?ean place of folding

Minutes of tings of the Executive mmltt shall bek such minutes
or digest t ereotashg] bet meétateﬁ orwardC to eac membero ouncil.

A majority of the Executive Committee shall constitute a quorum and action of the
Commlttee shelll be by majority of those present at any meeting.

ARTICLE VI. MEETINGS
lar megtin dera dvisor Co n IshaIIb held in the City o
ashlrﬂﬁon on fhle gﬁ’tlré l]hues “h\” th Ee ruary, (% Sle emberIy
ovemper of each year, unless otherwise |recte y the Executive Comm tee

A prelimjnary meeting of the Federal Advisory Council shall be called by the Secre-
tary m%ccor anc W|ttet mgtructlons 10 beglven by Hrem ent ott)t OUHXI

2
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ecial. meetin cal any time and place b th President or the Ex cu-
'[IVG%D Ww Ca a eca edab t%e lg]resﬂengf uponywrl ten request ofI anyt ree
members of t ounc

ARTICLE VII. ALTERNATES

i Sds%a AR

eaenaesoa righ \P meet|ngs
ounu |81 aB ome s a ave erlg t epar
cussions of the Counci uts ot be entlt ed to vote.

ARTICLE VIII. AMENDMENTS

a vote ofS e ?Xa}%\fvl%yr%ﬁh%enggr%%%?g of the. mgera o e%%{”%”speual meeting by

February 16, 1941,
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

February 16, 1941
The flrs and ggg g}; ﬂ“?\/lagl]f?etm? er]e Fedﬁral Advisor (¥ Coupcil for 1941 was

convened oom owe Washington, D. C., on Sunday, Feb

18 1641 at 2:00 ! ¥, Feorry

Present:
Mr. George L. Harrison District No. 2
Mr. William Fulton Kurtz District No. 3
Mr. B. G. Hunthton District No. 4
Mr. Ryburn G. Clay District No. 6
Mr. Edward E. Brown District No. 7
Mr. S. E. Ragland District No. 8
Mr. Lyman E. Wakefield District No. 9
Mr. W. Dale Clark District No. 10
Mr. R. Ellison Harding District No. 11
Mr. Paul S. Dick District No. 12
Mr. Walter Lichtenstein Secretary

Absent:
Mr. Robert M. Hanes District No. 5

Mr. Edward E. Brown was elected Chairman pro tern and Mr. Walter Lichtenstein
Secretary pro tern.

qe Secretar lt(ated th tcomm nications h
Fe er servelsﬁt/an f\

S, CE elgction 0
the anove e'un erré{oo [[?1 eFate he

gen received from eIeven of the
no t made an appointment of a representa Ve or

their represent tIVSI nc
eral serve 9k 0S onahg
e year

o A T 0 0 Sl
ereupon de&ared ect(sﬂ'es%sent of t(he Councﬁ ?he year

on, Momipations, jor e s OBM'“ i g'%%e”t be'”ﬁdeal'e%efOHONﬁat?oer?{ s

Irison was nominate
ﬁson%eceree Sea s it b R o RS e
n ees%egegetﬁeqt.efoeemmreepe gegewe o fowappoe i
arﬁs grr]ldwere unan e&?lrrﬁa%%ersno &%IOEB( YVG gﬁ?ﬂm ge et?]e hgg?
%ﬂ [[L?]e Pre3|dent a XSI’ESI nt elng ex OITICIO MemMDers. y

of the Ftaral iRy Colear e yl\e/larr A A P SR e
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whic rérreng %rdh edaull)(errre\ de a d seggdp)e%ﬁ()h&&ggn&d& adopted the existing by-laws,

1718 o o D oot e e APE P

tary presented his fipanc ort ear 1940, which been
audi eg byweiJ echner h Stant Auditor ftlohe irst National Bank P@H
LR e”aegih e p bl

(?n motion, duly made and seconded, the following resolution, was unanimously

e EAE S A e L S P
€ era vISory OUHCI € year raw on It for t Urpose

There was s0 dIS ssion ab ut the questlon of the pyblicati he Counci)’
Mge% e L i, o skl

hwas
o it ko
reggp thgt ouncdwould rop {hevn\;h ole Issue Wlthoutahowever maklng any formd/

e PRSP £ R A g e

It was decided to ask the Board of Governors of the Federal Reserve System at
tomorrow morning’s meeting:

I h IR h h
Cong&gss il é% ebrretlt?eqr%one mpementt e Special Report made by the System to the

hb) hat the Board of Governors is doing in respect to the questionnaire of the
Wagner Committee.

h(t In res ect to cert |n rovisions |n he Bank Holdlpg ComPa Bill {S 310
notably the pr VI lon r “P dvé)ends est |n ency omfe Fw% fance ons, and
power provided for |n eprdb emo Proper ratio of capita EpOSItS.

was considerable discussio ut the exemption from the F.D.I.C. assess-
mento tﬁ requwedI Feserves deposne W|t the ederaPHeserverBarm(

K h [ ) Federal R
oy fé'r:g Ig“{etrznr?ttate‘?ﬁ’d' b Splan, AL Al eRosst, ' Federal Resere banks

[L ?e statement Was aﬁ that the sug esti n d be nm de to deduct from the
make

assessment h R]a ]p |0na ba nks are now required to
or examlnatlons omptro ers
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I B S
edera IQeserve banks an ter omestic ﬁ /

R sy e S L s
ﬁ?ln ederair@avmgseléenﬁal_o%%e SaSS/CIIE}{ 8reat acce eration In gI'OWt IN many dis I’ICtS 0

The meeting adjourned at 5:00 P. M.

WALTER LICHTENSTEIN,
Secretary.
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Federal Reserve Bank of St. Louis



REPORT OF THE SECRETARY OF THE FEDERAL ADVISORY COUNCIL

For the Year Ending December 31, 1940

................................ 009,91
AT anelve Feel 4 oon g
82091

To the Federal Advisory Council:

| have audited the books, vo
Advisor Eouncﬁ qor ﬁwe Kear enng
statement agrees therewith.

cher

SAlArY ..o $2,500.00
MiSCEllaNEOUS....vvvvvrrvrrrvrren 65
POSEAGE. covvvvrsrvvrsnirnsssnisnssnne 100.00
Printing and stationery............ 268.28
Conference eXpenses........uu. 144.40
Balinigp hand December - sogse

$8,209.91

Chicago, Illinois
January 6, 1941

and accounts of the Secretary of the Federal
cember SLi, 3940, an& certW tﬂat the above

Respectfully,

THE FIRST NATIONAL BANK OF CHICAGO,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

By J. J. Buechner,

Asst. Auditor
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MINUTES OF JOINT CONFERENCE OF THE FEDERAL ADVISORY COUNCIL
AND THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

February 17, 1941

At 10 A M. a preli nt_conference of the Federal Advis cil an
Eg&r raP es%\re/rén {r ”%eflln{& el rlrraulltgnseéve r%ys em Wasﬂ [8 |n(Ehe OE!Xa (? lﬁoom 0 H%

Present: Members of the Board of Governors of the Federal Reserve System:

Chajrman M r| rS E s: Vice Chairm n n |d Ransom Governor
¢ Fs]tC Zal(‘rojatén}]enC%r -rman: Elﬁot tf‘ u(%s §]av ecra i\sss& ? e EFrrr]r%e é& ton
], ary ar enter ssrs en ra unse
A tant eneral Co nse der |ng Assrs ant eneral
ounse |ams Assistant General Coun el.

Present: Members of the Federal Advisory Council:

W é\/\ ? d § ﬁr%vvm Presi erkr)t r'n/erG% 3({1 %—1 rrs n Vrceﬁg%sr er(é’akee?g[a.
W. ark IS0n ardrnrY Baul S Wagt ichitenstein, Secretary.

The Presr ent of the Co ncil asked whether an th| was ne in respect t
rt)lementrn e recommen atrons mage In tne Speeyal lg porto tﬂg gystem su%pmrtteg
he ong ss on December 31, 1

rman Eccles stated thatt enator Taft had int ndutr‘}ed g bill lWB)Wh deat with

Orrpvgv%fal 'PneeP& T asrﬁggdsuctlon oP roB ﬁrsuse rese ecra ast sesvsvl%sn
P the ([Jongresg/ 8 da d not have any connectron Wrth t%ep Specra por

|rman Eccles stated fran hatr ould be im ssrble to obtain.legis atron to
%Lnact t e re ommendat |ons fan( \%ﬁor mtopaw unless hebII c}

cle e reasur Sen a ave their g 51 ouce
jw %[avrrman admitted'} he d%n h %het er elther tngFQ(resr%ent or t eg refar
the Treasury approved o most of the recommendations made In the Special Report.

The President of the Council asked whether the Board had agreed on answers to the
Wagner questionnaire.

ice Chairman. Ransor}r f&gtgg?éréat the Senr rStaff Councrl osthe Board had p

RIS O AP0 LGt R, g T
zﬂthe%oard %cs)

twe ve“‘-ngeﬁ %%em Ot ngfrr]ﬁwnatn A1S0 h

fonnaire. era GSGI’VG S mlg t agree on a more or [ess unlgorm reply to the ques

Mr, Harns statdth was somewhat doubtful whether members of the Wa
Commifte (e ? the 6 a}ges a\grt mluht tﬁerefore be Bne?ter? nave agBeﬁ
Introduced he oret eanswers to'the questionnaire dre file
overnor Ransom and Mr. Harrison agreed that the only wa t action is to haye
a vlalrfr?rlzretm uceda In g]ongress but it Woﬂ%rebe necessary t3/ con)éuPtheenatorr\/\lSagner){n
8
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rrison pointed ouf that the Special Report asked for. POwyer.

of th |-%aem o as regai sreserver uIrements, andehe sal ?]al |q]creﬁasg ?oa mﬁ
even was no $ Important now as It was I December,

tg.gnggy%g&vaﬁs A RS B TR A el
rf] §t|n|g adijo rmed at 1:25 P. M., and the Council had luncheon with the Chair-
man of the d

OVernors.
WALTER LICHTENSTEIN,
Secretary.
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

February 17, 1941

Federal Resoie BUling. £s’nﬂ¥d o G ST Sﬁt'Mheé?%nrﬁ’ o thar

Pre Mr_E w Pre rdent Geor n Vre |de
Eﬁi\{\zr}ry ﬁdaW\IFB 8g é‘rﬁz |son mlgut Mggb rsn ic 'aé(n i n{te% tein,
The Coun 1L 1is ened t?re iscussion,of business congmons re n]te XrgofEG .

Goldenw |ser |rec or rvrsr n of Resear |sr V-
rnors nte outt at ins |t(ﬁ$the r| e0 t Index 0 pro ctro [‘ere a so r

een ver rease N pr CIrcula LPH curre C 65[ an all-time hi
€ EXCE |on 0 err ast st €re 1S un 0 tedly a

ain

ardrn specra ?_rer e ess reserveg re n? )cg |¥ea tn ?ﬁ %
|s ma emere m or |eves atthe emoecs reserv |s§t| ve(}/
or nt fo era ?mmg Into eco%r an re exrstgnce f

xrmae seven iII on ol rso EXCESS Feserves [ i basrs 0r.possl

0us ere It expansion. ttermor] eposIts e rBost certain to inc ea%e
sr ua In)vr\{erser also discussed certain other aspects of the business, monetary, an frscal

Dr. Goldenweiser left the meeting at 3:45 P. M. and Mr. Kurtz at 4:00 P. M.

A resolut t H Mr. Wakefiel
unanrm[)eusﬁyualagpt%%brpltedfmgl for Itarerzris(%nagng”g\e/vcso nded by Mr. Wakefield, was

“The Federal Adviso Counc s of the mrgn rErttheS Ih mrtted
Eo the ngssson ece ]@1 FP the Boar vrnlc_z Keera eserve
V\)/s em, t resrdens ederal Reserve g dvisory ouncrl

n |m or ant statem Rt dea Ing With the ri os n atronary evelopment

8 .arise out of t eprelﬁ srtuatron he uncr 0es not fear that suc
an |n t1on is imminent and Is, likewise awar a atjon caH not e con-
s, the Councl doesbe leve that moneta

EirCOIOen m% Bﬁ eétlﬁr mm%e}%gﬁ%sﬁ’li&g? |{]|etvgng)uﬁ?(fsbecome necessary at some ?uture fime I'EX
control an inflationa y movement.

“The Council Belreves that the System as a w ole:{should be f’pre%ared to su
Ily the recommendations an atem nts ma e ort, sinc 0?3 not co gj ri
%fj/ e IS any. reason a ?P

g
|me ora ha é) taken In the Report, I
stem, or’the oardI 0 ?’ca\f rnofreI requéD dd ﬁ (r}%n ress. {0 Hnt% ement

f egort, or more S ecr g ouId bea % ne ﬁrans
ate t h reéommelnda m Bint epo[ info [aw, t 0 Fereves
ﬁ]thrs time, shou on t¥1 utmto Fga orm t oser enda |on e or
Ich rea pecrr e oblemo CeSS reserves, ou cr er 0
eo mront at | a]tg rH %ar‘st att ose recom r} tronss ou emo
mented It Wo P ore a hill oqrﬁe there erea norconee e
vy]r ose roups. su scr mg on%na re ouncil takes it ran%e
the other prote trve steps |c“s e Re ort ‘squa ¥0r more Important’ tha
onetar aspectﬁ trol wi edeal Wit gthgs authorities or departments 0
overnment within whose jurisdiction they belon

At 4:15 P. M. Messrs, Wyatt and Williams, General Counsel and ssr tant General
Counsel; respectively, of the Boar %\évernor‘so ﬂr aIlegera eserve Sys em me?wrt

10
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| |scussthe Ban Id| pan A 8310 W t inted ou
on a move |c ar e easur |san ua
ad res r he res| o tated somet |n ou ne i conneel lan
W1 g anres a QUernors aken 1o action |
[es c |II ewasw mg 0 azar eguess at

t spresen orm

oar was opposed
a ntdouttha S @ matter [ Senator lass, while he had |
s Wg'éﬁef ikl AR ?aearyrhrnéfoor‘r

The meeting adjourned at 5:00 P.M.

WALTER LICHTENSTEIN,
Secretary.

11
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

February 18, 1941

Federl s B aasoryouncl egandencd ”Rntr“ee?é’vav%d o of e
ldent Geor n V| ePe dent

EAe\/\S/ri(e r]olaW:Bﬁ C[ﬁrk Réli:?%hmn mr%t N%%b rg]%em % Lc te [Em

T S B

The meeting adjourned at 10:30 A. M.

WALTER LICHTENSTEIN,
Secretary.

12
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MINUTES OF JOINT CONFERENCE OF THE FEDERAL ADVISORY COUNCIL
AND THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

February 18, 1941

At 104 oint onferen e of the Fecter%l |so crI andfth Blr_Jardo
overnog \XFL eserBe gystem Wwas oar oom of the Federa
eserve urdrng mgt
Present: Members of the Board of Governors of the Federal Reserve System:

ot S L BB BT
jﬂon Assrs%a {10 F ?rrm urston, a@%ﬁsrs ant arrman
erM rrill, Secre ?r}/] the Bdar 0 Governor and% P eFr
SSl. ecrdet%rr 8 qf oV rnors%/S \/\{ye er?_ OﬁnSB ?
o 8 Jole Wl B e Pl e Tl
atr trs Fl Inead, Chief, Drvrsron orlS %rén perations; and Caﬁ?ﬁa arry,
|vrsrono Security Loans.
Present Members of the Federal Advrsory Council:
W|| l(Jjwanr rBroﬁln Pr srdeer]tg Mr ‘E LF arrsog E/rc&Presr%rlFer}]/laeﬁs
yécrﬁ%'y \h? Dae%la Irson Hard aul’S. Xk ter enstein.

The Se reﬁrg of the. Co ncil read the esolution d]ealrng with the Special Report to
Congress, w ich dppears |nt e minutes o ruary

Chairman ccle ated th the co not concur and might feel it necessary to in-
troducea[)nﬂ |ch somecanceolberngenacted mtorpr%/ Y

g rresrdent of the C uncil stated that the Council merely wished to indicate that
it would like to be consult e

Chairman Eccles su estdthat colgtmrtteofthreebofthe Counci andas |Iar
? mittee 0 he reside jso the W ve edera Reserve hanks and one. fr m he
%ecegsvaerr)hors e appointed to watc esrtuatron and consu ttoget er, if t |s shouI

Mr. Harrison stated that the Council fundamentally has the same aims as the Board
of Governors.

Mr. Brow XP %ssed the opr ian. that the present stru}etUée of th stem should
not be sacrific t urﬁosF Vi reate wg oard o ernors over
EXCESs reserves etr h efo 8 resr Vfas nother matter and
In practice exrsted n mignt just a we erecognrze egrs ation.

Vice Chair ansom stated that the committees suggested by Chairman Eccles
would b very Relp pf uFf 99 y

neral the members of the Board of Gayernars of the Federal ReserveS stem

%pc%eés%%eatt‘%e?ns qtlc?ss idy p E%ebrtee’tégt%éﬁ?o%”%ot|r%bfer%reembthe SBetin Report made 0

ongress
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n{embers dpf the Council also expressed themselves as being in agreement with
the sugge jon made

The m pre Y‘r’r%s ch%rstsb%er] E)I étlﬁcussron regarding the Bank Holding Company Act (S. 310).

ef ect[ve Trn] ztlt?zL etalkndera e&é‘ s%r}t/e igrlh%rrlhé)rggén o{ orBEecq %E ?fe%%rhl% ho Eﬁ%‘%&‘?ﬁ

ation, b

ere |sn awa/ Lre)(]u[% he?] nks a resent
a}n man em Wo Ve |qur e even though the communities In whic
ey Wer Ioca ed nee e them

g B S e AR i oo
troqﬁ]r ?t?] Catrfrrencgweremelré/r SFI and nust F#I’OVISIOHS opﬂte ?&WQOVGI‘R

Ing this power of the Comp emae ery de

e Federal. Advjsor Councrl to the en ral r0v3|on iving, drastic
OWerS torh IEB & e,(heYCom troI celncaeo unsoun

Eraci Ies, tbwas fel h theprovrgonswerea mher osevere aﬂ; u|Sr‘rjlde n?g"ﬁ

ermrtte t an administrative officer who .made the rulin R
aIso % es rv |II

ot
OPir(?elgmd\}vs n%etsihe bLtJod whrce gniirs tdggétﬂ(’tna (\)/rlﬁlo@dgearn wit ca
ad aetbts an deprecratrony J !

b|t2 Drvrdends Wuld bed Ygrou |ve th Com roIIero the Currenc
e

ers

The Feder | AdV| or nC|I ho es that the fGo ernors oppose all

goahrd Yvrll
three sections 0 the b| a(rrns% are to be hel on oud Bt%){)mrssron
to present opponents to t Ist In the preparatron ofan a ternatrve

At 12:30 P. M. Governor Draper left the meetrng

Chairman Eccles aveahrsto%/ the t it atron an Bard that the Board of
OVernars Wou H%erel crrhrcr et ebr ase Ltf g

alternative solu e agreed that th owr 0 contr drvr en eh B(t Berev?/?ttan

somec ecﬁ dI lganks ou%yrht?| [ gn E ﬁg eOI mé dp r(tj ep&bod Whn%h

|eqt[tt [escl gormodéf er the Comptro ossr yt ar ove nors
ederal Reserve System woul be the proper body.

The meeting adjourned at 1:05 P. M.

WALTER LICHTENSTEIN,
Secretary.

14

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

February 18, 1941
10 P, k]e Fed | Advi ory 80%@” recFane\é?QgrthheBBoard Roop]we of the

Federal eserve dmg shlng on, the rown, in the chair.
wa Jdent Geor n V| e President
g;mry ot J@J&Zéé‘ff.wn e e et

SRR R R e
@kam'%‘emﬁ i theg% R TEE e gl e b

ar |son es \W K?tz? eal%ernae bui 0 Sit wﬂ%%e commlftee
at aI times; alter Lic tenstem i to act as secretary of the committee.

The meeting adjourned at 1:40 P. M.

WALTER LICHTENSTEIN,
Secretary.
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