Note: Xhe transcript, of the Secretary's
notes X, not to be regarded as complete
or entirely accurate and should be

considered as being strictly for tho sole

Council °f thS Federal A”isory

W. L.

Secretary’'s Notes on Meeting of the Federal Ad-

visory Council on November 16, 1941, at 2:00 P.M.

in Room 782 of the Mayflower Hotel, Washington,
o

rid I Fegdi heiivers of A6 eeeleFal Advisory Council were pres—
ent except Mr. W. Dali* Clark whio had informed the Secretary of the Council
that he would be at the meeting on Monday, but [{ould be unable to be present
oh the first, day.

The Minutes of the meeting of the Council on September 14-15, Lo l,
were approved.

Brovin discussed certain aspects of Regulation W. He stated the
Board did not pay any attention to the recommendations of the Council and es-
pecially not in respect to small personal loans. However, small business
loans had been exempted from the operation of the Regulation and so much, at
least,had been gained. There was some discussion about small personal loans.

Brown continued, saying that he believed the Council should dis-
cuss its own attitude toward Regulation W, especially the following three
points:

(a) Opinion of Council on non—-purpose loans where the suggestion
of the Council iris been rejected,

() Council might, of course, go into details but it was his view
that the Council would be well advised not to become involved
as there is likely to be growing public sentiment about many

of the features of Regulation W,

(c) The Council might do nothing at all. In his opinion, the
Council should probably restrict its attitude to ma

general policy.

Wakefield says we might raise the question as -0 "ne t£in,. to
upon which Regulation W is based. In his opinion it has ,
fith inflation or any other pending problem.

Mt1 Ijrown stated that, of course, the Council * ' Council might
Ition 'seclchthe Executive Committee of the Co.mc.il took or the
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simply sa hat the hoIe Requlation | nd that the Execytive Qrder
fhptyne fer t h]ave een |ssuge b h Yrv gel? questrlons the aHvrsab(?[d
crrtrcrzrng e President.

Harrrsor] Rénts out that before there was arn/}/Execu |ve Order ever

i .U B, ] s el o 0 e

ng Co ere for off-sett
lng the e?ense grogoafmbg Par as the defense Ero%ram 5 concerned, that

15”heing taken car y priorities, allocationS, Bt cetera.
akefreld and rown discussed "selective cre |t cont rol The \at
ter stated % at |ner rhaps Morgenthau believe ﬂt ﬁrror ies Wh
take care 0 re % th oans % es, On th% other he |eve%t at
the e ug to e ol ect ac jon and the amount of credit to be “given by anks
Fhoudb cQ P resent the grou elieving that DrIoT| tres an
ocar ns will pe su frcre t seems to control. contro

ere
thr prror ities, t en t ere won't he any #overnment atte B %Prcta)(e
1t tenaure of thelr oa[ns but 1 R ICY r)ore y Eccles Is
0l owe? the ch ances are that the banks wou ave to onbtain governmental
approval in advance for every loan they desired to make.

Clay stated tha
"selective credét contro and wants e amrngrs 51
bagks and even emand that s ready mda e whi
alding the defense program should be calle

Harrrson says he onlal way in whrch the Governmen an carr out
Brels(ent aPparen lan"1s {0 IssUe securit |e? bearin a rae which wil ena
anks to Iive, Tnis has been done more or % !< Britain, h oth er
vm %uld b]o or the Government to take over ban ere IS a rea anger
t the whole private banking system might be wreeke

Brown suqqests that the Councrl lght present .a. resolution pointin
oué that the w ﬁ g?rtuatron can be contro g(h g &rrorr%res ana alloga |0nsg

atrr]eroﬁroarte ”t];ﬁatzorlnnch " Opoor?e%ft?heheovr\r”n%ﬁ Pg oIe g?gliloan“(\)r\?r tenrg
N by Government

scredit the e era? Reserve I-P/ tem ang to t e ¢contro
Jne extensron 0 cred owever, he Executive Order having been is-
ﬁe the Federal R ferve Bo&rrd B compelled to Issue requ atrons under it.
The least the Counci d|g 0 F reaffrr{n the position of its own Execu-
tive Committee in regard~to small personal foans.

Brown stated t the last meeting, leon Fraser, acting as alter-
nae for l\/Ir Harrison, h 3 o% ected to the Co ncrl[ takrn such act |ogn Rornt-

that In Great Brrtarn Ca (? to ment |o ger any and other
co nrrgs credit |s berng contro Ie by overnment an he, Fraser,
believed 1t to be Inevitable.

Harrison says that he agrees with Fraser, but that it will pe neces-
sary for the Government to Issue gpecra\flsecurrtres ?or banks as has Been 8one

reat Brrtarn

ave the ri

t his |nformat|on Was ha/77 the TreasuBy IS pustltrrlrtr
are not for purpgses of
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. urtz said that he believed in gw lon Wand in Fra e]rs posi-
tion. _If he were running the Government he Would try to control the situa-

tion directly.

e ttttef'tttatrm i Er%tae'r't "5 o tsesr“%‘tua”é/néegéjn'& et

S 1

f or mvesmen overnment securities, IS a_ver

ﬁ?terent srt}ua o t% Egvm the é vernment in controf by means of reé
tions whic | probably persist after the emergency is Over.

elp. to Sa\l/-leanesnagreelsna\l/\rr]rgtg téour%nangngelreve% gcr)nme”o{)anrlt(ewrpeaﬁurens aketn tho”
?rf&rlcultres |ta Yhere were not tpneycomprqsr n by t%e Regulatron o?y gnortrza
lon loans

Harrison says as a.practical mater nothing will be accomplished b
[t %ty gwron least t Re Council as aF\)rvm Y

ﬂg r]g reatfrrm Vyte posrtrgn of its ovvn Execu tive Commrtee

Kurtz sa s we should support priorities and allocations for they
are certain to d f @gear as soon %) the war 1s over. The people in charge of
grrorrtres and allocatl ns are dollar-a- ear men who wrshgﬁoabeo“ggrltergau%oon

s the ergenri IS ended, but the sarp n He of a
tions whi remain - in exrstenee ong after the war IS over

Brown s tes tha "selective credr control” ma Be exercised

hrough the apﬁ |cat|on rrorrtres and al ooa |(ons muc etter than by

me ns of p?mta ent ? Iat ormerwr 1Sa ear WA the emergency
It would be well og tt o Councr o su%?nest t ou efore |rect credl

control IS put into ef ¢t at. east emade 0 control the
srtuaHon b means 0 nggtres and a o(catr IS 1S one Be
t uttrn ourse ves off from later askl geX|or S ecr securities anks

50 th at the_ banking, system may continue to %t t rmi(gs
Gre% |kta|n and anada wher t ere iire ver}/ ew barfr nece ary” measures
can be t V\}/ consultation ofu egislation or formal regulation. In

counr |hth apgroxrmate tee thousan mo[e or less™n epegdent
an |n% ts t ere ﬁn not oe COFSU tations and voluptary action a

] e emergenc In

necessary to have much more formal action taken tha1 in countries where there
are only a few large banking systems.

Kurtz points out that "selective credit control" is deflationar
and when the warprs over It may he necessary to take an entirely dr%fereny

tack.

and and Huntington believe that there is not any point In at-
tac kr ﬁm r(rjncr r] %% Reg uatYon v. They (0 think t eppostrtron ol

the e |ve Commrttee should he confrrmed
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Hanes believes there 1sn't any point in_ repeating what we said be-
fore ana it 1S probaebly better to coop raFt) than jUS? oppogse

Brown believes that if ther \Were no p%ssrbrlry of the Board
chan%rn% 1S view. on the non- ur Qse oans then ere would be no sense in
passmg F resojution, but a rrt of the B oard orﬁ e>éce r\g non-
pyrpos oans from the e]geu tron d he osition 8 oyncl hel
strengeh?n the ‘hands of norrty \ re _should be an ange | senti-
enA We are to eso ve a eectrve credit control” this ought to
e done In an ent |rey separate reso ution

Hardrn W ith Hanes but thinks the recommendatlon of the ex
ecutive COM ttg d e approved. He agrees that any resolution on credit
control shou e entrrely seBarate

Clay agrees with Harding.

Dick w uId Irl%e a preamble sta |n the orr%rnal Hosrr
Councrt hut wouI not gbject seri M trs were te

tion of the Ef<ecut|ve ommittee shou ti confirmed, there
separate resolution about credit contro

Wakefreld s3id Montgomery -Ward and Company_had horrowed $43 000 000

tended to pa 1ts loans and keep. down Its~inventorjes.and §i
Frve ?rom han tg rhouh Montgomery thardprn carrying out this int entro”as

cancelled many of 1ts commitménts

Brown states that this apparently is not- the policy of Sears-
Roebuck and Pmm and that, In fgg Sears had taken 8ver ¥n many Instances
orders cance ¥ Montgomery-Ward.

Harri son mrfved to reaffrrm the action of the Executive Commrttee
with rgspect to Requlation Wa B IS reagy to grove a segarate resolution rec
ﬂrncrraretrlrorrr]rg that credit control be carric y means 0T priorities and a

After some further discussion, Clay moved,. and Haraitu: seconded
formallg two reso utrfns, one to reaffrrm t e rfosrtron of the Execu lve Com
mrttee 15-2-vIs Regulation g the ot 8 aling with cred control.

Both measures were unanimously adopted an the chdir appointed Harrison and
Kurtz to draw up these two reSolutions,

on of th
n he osr
oud

.. BovTi brrngs UQ IJ:)ropo?als for a en ing the .u.E.C. Act The
Ass%cra ion_of Investmen Ban ers ot America egn agitat mg cir cha(nges
the S.E.C. Act, conceﬁ Rg some of IS actrvrt rom CO"H“S cia arn
Out of the discussions which™a commrtt?e of the . has had with the Se-
curities and Exchange Commission came four classes 0 “proposals.
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1. Changes agreed to by both the industry and the S.E.C.

dustrr%' Changes suggested by the S.E.C. and opposed by the in-

3. Changes suggested by the industry and opposed by the S.E.C

tirel h hich the SE.
is entrreﬁ/aﬁ]gﬁsﬂg?ggesmd by the industry about which the S.E.C.

After these drs%ussrons the A.LLB, got the Commrttee n Int grstae and For-
eIgn Commerce he House of epre%entatrves to put ﬁorwa[an %gllowe q

sliggestions Tor am ndments to the tv/o S.E ﬁcts
rn order to evadf e. Presi g ttrrs |er which forbade Gove nm nt agencies

r
c%reop s e%rs ation with clearing their proposals through the

n the proposals as put forward there are three sections which
above all others %ongern the bgnks

There is rfatgosed a new subfec -tion £2)l4. The present Af

t doe
not attempt to re non- u lic sales of. seécurities, though “puo fe
IS not de? th he new su sechron states th %ubl?c sai 1S

IN¢
g ) qtahaj rrb"cﬁrt L T
s j S.E.C. should havé the rig ht rotect t? ositors an Po icy-
ar%loue]rts aEr SCgISrTS]S Itre}gurrrng rears thﬂ 0T 10ansS apove a Ceflalf

b)vro 0se Provrsron but that It does
not oppose 1t and Congress mignt consrder he question.

fommr ttee a pornted bx New York oommercral banks asked that banks
bee ude rom the vrsron and a commjttee of the Investment ?ankers
v\%gee his, for t . Was not seekin Bo hamper commercra banks DUE
rng to B%ven %urancg comRanres ﬁro uglrg isues R Securities
rrva h (“ecte to the exc uéron anks.  Then It was sug-
that oags sgou e excluded that djd not have an Tcurrtres with
ouPons attache were not hased uon any in enture or smr ar instrument.

nis were adopted term oans woulg pe” excluded from t r[[)]eratror]s of th
secgon byt t rrncr vin C. aut orrty over c0 ercra ans

would remain. ork co mitt %e unfortunately agreed. to t estjons
tQ rs Vheref re In a somewnat awLerd Eosr lon, B P% t
decr(ed to % a d wrh a other banlﬁ In o 0sing the gews sehc ron
ankers nat ra 3/ eel that even with the exc 10n"agree

S.E.C. Y%could be In the position of tho came getting Its nose rnto the
tent as far as control of banks IS concerned.

Brown and Hanes were in _Washin t]on last weex .and ha conferences
with the Boar Governors, the Comptroller, and Crowiey o the 1'.D.1.0.
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I BB e A BT B
vy}as ISSue hese hree a enC| s toge } er WI a te cover ng etters
0o et eP”Sfbeh”g tBe ot o ‘e oo BT othe t b Tt cors
%Eg vaa)smvng/”setrroSngrean%rdvlvragc% rat 0? rﬁ ess production.  The Boards let-

retary of the Council, at the request of kr. Brov/n, read the
{SH ﬁ gﬁ& %r%naggrﬁller Board o? Governors, angFDIC 0pposing

Brown says there are two oc er sect |0 In the roposal affectlngf

Panks. ?ectlon 177 says an teﬁ)ort ma e to stoc ders b directors an? P

ICErs 0 av\y ig Eora 10N Whic %s Inaccura e mls ead |n or contains rtalse

statemﬂ 0L]y ? f such officers an |rectors to he sarne Renal €S

|mgose or fi se registration s%atement At present ba %are EO
the sale or purchaganﬁ

In
er Ject to al regglstratlon [ %ulrements
roposal, ourse, sounds innocent and Rer but s are
t no[< be SE Ject to

[0
el ;ttfgfsaﬁeang tnne%aannseeg%“afnon S

reports” to stoc € accuse

?sup ressmg ent |n¥orma |on man ngfg ba s snﬁp[y are not
[p 37 q T 7 eir “char eoffs

03| f( owvv at the present or utnnae va %e
evvlse [eServes a[]e Sft up for possi os¥es and earninqs
ar reg ormation. = Banks
now ar

or ted nef, aim sugpressmn of n
nors, and [

sugerw ed bx] E C'om ?roller or th the Board. of Gover

E ust sworn statement ﬂf |ts exact omgon to its
SUH ﬁory authorlty an t ese suRerVJsory authorities ? Ine 1 verX
e barks 3re vty ¢ SéeP”%ﬁBer%?sed'“‘J”Ee e (0D 38H] vould merdly aive
SEC. |an|3|tor|aI urisdiction over ban S an Phu SUL]GCI gan S tg g ?I
another governmental agency

Undey present conditions, banks are protected from politically i

\Aﬂlred Suits, { Pthere IS, an understanding thgt the Depar me%t o% Justyc

| not direct 2 United States Dlstrlct Attorney to b fng suntﬁgalnst a

r}s \?v)(()%?gt ﬁt e 1{ “e%%toﬁ 19”0f the %rgggse rar%%ﬁﬁr%r? r¥0 theOS“EI . Act

were to he adopq d.

Hanes suggests that a resolution be adopted that the Board of Gov-
ernors be asked to “oppose Section 17.

Ragland so moved, and Harding seconded, and the proposal was unani-
mously adopted.

Brown. There is still

a third s ctlon in the proposed amendments
which was not originally suggested by th ; prop d

e Investment bankers but 1S not
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pposed ha/ Chem I m y, that the S.E.C. should be grven] a Qorrty over gl
ensro nds to w rc éolor}/ees contribute, unless”suc 1S insured one
undre per cent with some Irsurance company.

rown qjve ry of this: namely, that some time ago.one of
the r earc sta% ? R gl%%ymade ﬁ study o#ypensron ?unds and %orn ed
out that nerther F eJ gr State authorities at present requlate or H
1S aﬂy ehnsro nds and mem ers Who have contr ute to, pension mag/
ing { a have lost thelr pJo ec%on as Q resuI mis anagemn G
n In w rHre rnteres This was Just y and waS nob inten
to su ppor ediate action.

Ashort time a o the Johng %nv ile. Compa]ngtoffered avoIHn arr)ésgen-

sion fund to 1ts employe nd he Ven_under t

Act voluntar un S wee ect to the con ro and 10 ns

Hanvi e Co a su bmitte this ruling wit hou aI action, as did

ears-Roeb uc d Company rn a similar_ sltuation, c urs ev ry one kno

ther hlave eeH man ?es in corf]ne tion WH Pensron unds. concern 0
sn 0sal IS two arge anks

Irst place, man
€ rn U tra com

ha?re pengrola %undg o? therr own, and :seconll an
as t he ner atrona arves er Xom Rh e trustee en-

anies, suc
Eron funds enerall J I\ferr ork banks. ?( ﬁ]tat% trusso) Ich
be(ne |crar|e Ve ou S| the tare are exemp rom the State tax laws,
as a result it |s more avora e Tor % arge concern to turn its pepsion.
nd over to a trH cgrnoan% n r a for exagrpe to one 1n Ilinois
e pr?posal of t ould be a first step toward ‘giving the Commission
control over Insurance companies.

As far as banks are corf]cerned tr]err Eensron funds, where existing,
are subsrect to the examrnatr n of the usua exagre ers as regards the se-

curities and he though there Is no attempt m exa |ners to aﬁsess
B tpensron unds rom an uarraI aand ornt coyrse, the Mew Yo
anks are concerned hecause t ea/ woul Lr]h va Hab rlruslgess There
are o course e In the Government wno think g gensrons
sh ou be. unte overnmen ausprcesg labor un*ons have a gs og cted to prr-
F Pensron ynds because bY thes ensron ﬁrns employe tig

Ly to their, empl oyers N the case of al natonJ ﬁ S, trustﬁ are
subject to examination,” and in this wag examrnfrs already have control. In
the “case of State hanks, many States have similar provisions.

R BPﬁSh‘ﬁQS"%H D e\ [of et ks e
?unds Ve rsIaYron sho%lr? be ur ﬂ J% g

ged tQ have r by bank examiners, and not
set up another authority over hanks in Wash |ngton

Jrown stated that he understood it was the sense ol che meeting
that there was to be a resolutron to cover this subject.
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A | hange charges, which T
suggested aseadteosplrrca bblylpfr 0I-[rag Aatrn fake anﬂe charges, which had been

Ra%yland rt)ornted oué that he tried to have some action taken about
ayear ago, but nothing was done.

Harding says that the trouble is the Board is afraid to appro
Congress becauseg r?/ ? woug then tmsrst that banL %e agaﬁ)r[r) ?lowed

w Ay Interest on de%anrs agposrs

Heines ests that the absorption of exchange charges is bad bank-
ing practice, ana ﬁage Board therefore sRouId enforce Rgegul {g

Brown_ and Huntington both feel f(hat the Board should not be asked
to. make re?ulatrons on sub ects wnich banks shoyld requlate themselves.  Brown
tnrnks it Is a mrstak? Lng %rgrs matter to the Board because, after all,
there are relatively tew banks™affected.

Harding: suggests that there not be an resolutron but that the
President of thegCougngc?I srmply ask the Board about the situation. The mat-

ter was Ieft there,

t vras decided t grscuss Mr. W kefreldsrﬂuestron of the desrr
abrlrty of the Treasury wr‘h rawin |ts ba ances from special deposit arre{s
and placing them |n e era es rv Banks to reduce excess relser e Like
WIS, sug esting to ? rd of Governors to work out a reclassification of
reserve |t|es W |ch wou al so ead to. asubstantra reduction In excess

res Yﬁ these Bwo and go(fsr ¥ similar measureé were carried out, there
proa éwo(rrd not be any nee ake action_ intended to mcrease he Power

oard of Governors over reserves by raising the present maximum limit
of requrred reserves.

Hardi ng stated that the Present amount of war loan deposit is. about
£734,000,000, and putting this in the Treasury would really have very little
effect on excess reserves.

t vras decided to drop this question.

Harrison. withdrew both of his. que tions which aﬁgreglrre]% \(r)vnrthheartrc
S

?enda "Bank Capital and Bank_ Earnings Treasur
ar reference to the type of issues i at mrg %o Into the han PI Perma
nent investors and types that are much more dppropriate and suitable for oank

investors",

Harrrson stated that under Hresent conditions he did not" see “that
the JOi ratio of capital to deposits has any sense. He believes that depos

its will increase and earnings decrease.
Wakefiell believes dividends may go up.
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Ham son thinks there will be pressure to increase the wages of
bank employees surl)stantlal‘y. P J

| rgTr roEré)y\thor?t%%‘e?hteq?teg?n?r? llse%ﬁsdll\l\?%%oék Pﬁgksft\g\lrerﬁeemwn?nag:wgggo,
tﬁe arge anks arey%?%lrﬂ)%nﬁny apout _half o tl?elr earnings 0¥t In the tor

diviflengs, New ip the 20"s made. [arge amounts ot maney on call
ﬁoans, ong fransactions, ana tﬂe qlke. He t mﬁsgthat t%e agitatio ?or
aving a ratio has been decreasing.

. Harrison says the padding of subscriptions for bond issues should
be discouraged.

., . Brotvn suggested that this might pe accomplished if purchasers were
regublred to ? Pe aggt tement glw g angun ertaﬁlng %a% %ondspsuﬁscn ed Teor
%?]aseought would not be resold berdre the expiration of six months after pur-

arrjison agreed and suqgested that a temparary registered certifi-
cate mightqﬁ f%sueh(?gfor s?x mon%ts ang oHTy afterpt atyper?od WOL?Id ﬁ]e
bonds actually be handed over to the purchaser.

The meeting adjourned at 5*45 p.m.
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Secret M f the Federal A
LS ) g 08 Pt
ing, Was

oun
oard™ Room, CIgederal esBr}ée %uﬂ[ ington,
an members of the Council were present, including Mr. W Dale
S ed not resent a reso tlon bout "selec tive
controlél g ve the OPE éen t of the oun ? h% VIEWS of
oun%ll oraII)(0 e af t of the res Ittj 1on on euat|on wasP

{I
IeS 0 t% resoltul nwere lven

sented % F H a Co
Gach TENer 0 t FI| a ‘later to all those representing the anrd
of Governors “at the mee

The meeting adjourned at 10:30 a.m.

Clark.

<_>
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Secretaéy Pte% on l\/leetrn of the Federal Ad-
Esory ouncil of Noyember é 141 tliSSAM
oard’ Room, Federal esBrzre uifding, Washington,

e Council met with t ard, e Board,.the following were
present: E\X/C esu Iérscirﬂugl mcza‘h Braper McKee, Morrrltl CIaytthI oW

Carpenter, yat an rSt n.
bers of theBr(()IWn sta h%do?n btehhal oohttqe tceorunocn”steleetrosatlé S%“Wthges
@“’p&tﬁ'h ah . S° 0 1he cgverln aeét Dl v Siats h h{ea m”‘%t“ber t’e
ouncrl | ha the covern eter the Board was het er Cov-
errng ]>etters of the othe Hence row went. on to state that gec
ot e iyt | R I
Lt%i \rrould 8% ct In habPr }NOLHd cove¥ H}"é)[ nnual a\ ens
eof icers and di ‘e ctors Lra le iT there was ng k of full Infor
matrohaou [eServes. tmust e ornt out ta t value of . reserves
gter all amatter, to a ce taEn EX ent findivid u% ognron SE. .
wouI have the UtY 0 n o he anks t rscover whether earnings an
assets are t to(rjn ﬁ%lléos%art

Sh“ résent su ervrsor g{h tres i S, a sr%
ver @gQa I0tﬁ ? rlhrgh ao a)sulpeesrv% SIoN ﬂg pe 8POSnEn8g
banks genera

Kee stated that he thought this section might be negotiated out
and deleted as far as banis are con%erned J J

_ Brov(\{ngngneétook ihow the. danger that would tig rnvolved | f bon?

garns Hicers re P{) S?ntt)anh only Iasst“gtEAe‘se
rn ia I ow, make srgrorn
[ t_prove

rfrrere“vrr/rrtten the whole question OF reserves would create great di
. McKee a[greed With Hrovvn ar* said. he be“eved as far as the super-
(23‘149 agencies afe concerned, section 17 is really more important than

, Eccles stated that if t roposals had been [n the form of a bill
it would have been necessary to su%nﬂ Phe bill to a?l terested rlrovern

in
In
S’fe”sac' ronosaly t"’“tb‘es b“ttvevtte tt“e rot asa sl of"é ch praposals
U W U U
guqdphept f ‘n h hist orp off [atro hﬁt It Rgp g
ene ctua y %hou? P a e House, It wou(] ave to
Frte W ere rt would be referred .to the ankrh R CurreH ommdttee
and Zccles feels certarn that ne provrsrons about there ha T
cussion would not %et t rough Senate Committee. Hearrn s would be held
M supervisory agencies, bankers, and insurance companies would be heard

€ ofN
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McKee says that the reasq 0sals were in the form
that they were Wasyrn order to avorg h]e Budpge %Ft)rreau

Brown Was Ia know tnat the Bofard B orirr[r]osed to Sec ion 17.
Another sectiqn 1S o%W gag th Pensron 5 IS IS Infen edt
sup[port the (\{rey]v E t 1t has juris |%|0n O¥F nsron Bds
B 1415 2ross i <ty i gé i %SSCEHWaut'”% I ? e
Ersor 8? the developmentzﬁs I ggt the da ﬁ)re rSe
ansﬁa two interests rf t rs sect T E ave pension funds,
anks. have Hy PENsion rﬁ trustee vy\rth herh( X arge |naustrra C0J-
Hroratlt?gsbr crIJSr Iosr i nesmv?rrl trr%e 0 elr pe sronorfungs rather gh]gt?hdls
?on p a cut aceoss allpkpn ds of usrn $S antJ1 there?ore

SUDerv|
ﬂ(r)e C%uncrf would be 8Wd to have the Board oppose this cause If 1t can
see its way clear to do so.

Ransom states that his belief ig that the rntentr n,. at Ig ast orig-
inall srm Ié/ to see to It that pepsrﬂ unds welrea Inistere zarc}
Inde e]nden tee. He doesn't kno 1S.15 still the Elan
mitg that the sectign In question may defea t 1tS own purpose; wever it
ISn’t cearly a banking question.

Brown sug ests it mrrght he é)ssrble to hav% the Board obJec (t
%rnclusron of b ension funds a trust funds ecause these

least as far as the assets are concerned present han exam
|n| &orrtres thou h must be admitted tnat the actuarra situation
IS nOt taken into accouht rn these examinations.

The Board staff did not analyze t hrs section, but W 0in
M}]thps was ithou nfor y he a at ?s Was m g 'Xg
er 0 a I

vr? ance as t
miliar with ?rs\cj\%ssh %s had ﬁken
a matter o ﬂep rtme offrcra ad sat In on the diScussions were
Very cognrzan of section.
Eccles says it might weaken the effect of he 0 osrtrﬂn of Govern-

é rrrencres to.cerfal ?t er B trons rf hey were to oppose.the pegsron

und provision, in Vie w he a recr” Bt téso many pension funds
very tonstructive suggestion would rea e necessary If criticisms were to
be offered.

. McKee says a

careful study must . be maﬁtg Befgre the Board assumes
adefrnr position and he (sju esshthat] It wou i tettkter to \{vartlan see
what is really qoin he done chances are tha articular sec-
tion, which |¥ 9 gfar down on the Frst, will not be up fo !f IOconsrderatron
until next year.

n agrees with wh t Eccles, has and realizes that the.Board
not ho a%vy he ect lon, but a?f ?hat the ouncrtl 1S askin

pose t 1S
magt the Eoard shou?g give the matter careful consrderatron and stuay t hg
section somewhat.
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The \%/ecretary of the Council read the resolution adopted bearing

m Regulation

rown stated t nat the Council. was 8}ad to see that small business
loans had been exempted rom the provisions Of the regulation.

Szyraczak defends the present provision.

Hanes asks whether this provision. makes allowance for people who
maiede enqent ?or |ncome uRon uarrterlv) dividends an(? therefore gouﬂ! not

stalment payments o onthly Dasis.

Ransom believes the matter may be taken care of by inter retatron
batWa(st S a]tes this would strain then\z}/nguage oq the presen t regulation t
a considerable extent.

Eccles states there is an im ortant rou&) in r\e Trefsury that Dbe-

b AT
C

spen |n9 power . In the p lon |r} ss o qﬂ 3 avaé .
qreater taxes are re urreo Eccles himsel ts vv gtner t aner

IS qulte as Imminent as T o thes % Treasur offrc als believe
taxes and credit control wil eck Inflation, then we ? all have a ra-

tioning system covering all crvrfan goods and prrce contro

McKee says that loans made for the purpose of encouraging thrift
wil not hurt the- kconomy. PUIp ging

Harrison sa s that t 1s all ridiculous as long as wages and farm
commodities are exem from all controls.

ScheB ﬁys it is clear that the Executive Order would govern term
loans and open book™ account.

Brown says while the Council did not oass a resolytion, it was the
belief of all members of ene Council that a full trial should be grven
prr rities an aIIocaEtons he ore an attempt 1s made fo Bm ose lective
cre ||t controlll |eves that Bresent Increases |n oans are to a
very a roPortron or def ensE rposes or for carryin commo ltres of
overnment d esrre?] to have gccumulatrons redit control in banks
rca (Jtal hssues colttro should not be tried until a other mean? are ex
Hiusted. Tne Counch believes tha% priorities and a Iocat)rons g #
t,,e emer enc, but the abo |thon of credit control would emuch more a1
V\H es ecra Ig/ in view of the fact that there 1s a group in the Government
ich wants socialization of credit and hanking.

Eccles out that if allocatiqns cover more and more ite
then you wr?l ?rngﬂy ?rave a comp{ ete rationing system. A?ocatron anrtnprrce
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i “FS W|{/|enbrln e ntlsrt gs Nr Y ther uOV remegtl (r)r Ssuchargower
on ro ?d Y (tjhg anrd haﬁot tan<en 0 Tr hh S unct?h) hﬁn

éog r})oe E dng exoep?rd%?mﬁ tondtvic }/on(has p? etdggrl]l I\é?n peeﬂ

clu SRR L, e V. o

fifefe 1S nbl & com plete prgce cofitral. credit must b contr o?le%

Brown, in answ r t ﬁquestron states that rates on co mercrfl
loans have 9one fl somewna eI |terate the sentrmeni of the Councl
In respect to allocation versus 'selective credit control

feels hat there may be need of general credit control
by the Feoﬁe eserve ystem. y ’

McKee wants to know why there has been a sharp drop in sales of "

automobiles.
s there 1Is.an pver-hou h onditjon, and dealers
i T s R R ega Ay
S0 do not wish to seIT ? [e en, for MOS Them nex
ceﬁ)(ent |r/ﬁar and conse ent meh hat trh)e/é nom axeswr Ee

Po%et Y)V

e(ertreﬁ]axeﬁ]r m rgenéw uch poorer year, S0 ehat they will be
S

rown as s e opipion .0 e oard about Re uaron and em
hasrzes hat e Is dain without desiring in. any e the, ques-
on,con ro ersial, e%or I[ out tat e Countil h Ways- been
IVided In its. views,  For ery the ard wanted he 0 J r n It
n the supervisjon of the a orpton exch nge n r er,
as been thaf IT the re uI rnw Ig ¢ force § W
immediately 0ring pressare to abolish rotrrsron orb e y ment
of Interest on deémand deposits.

| th tion nnr long that it i

feelfcctﬁa sa/ rSr c%n ltJe ecr whrtS he 8 eem3\9v t?t %t c%nsrder? deﬂd

lem of memnership In the Fe eraI eserve ysem S0 he Wod

pre t eve he ole que stro nice.

Ransom says there | s no use gorng into the mater of interest

B ments, _There 15" a ver ronl?1 nl)rnorr o ob ects to the e forcement
Reg ulta lon wand congress wo d e SWa eople wh woud want
repeal” of the provision coverrn Hteref ment on deman de osrt
%esn ea{ u nen orcrH erue | 1t can be. brou taou
that. all e under t( Hre rule. In the antrm e Boar
getting a d o et ers asking that the regulat e en orced
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Eccles cIarHr t If the regula lon were reFIIy Fernd enforce
eve nks demanding enforcement n 0 e see
ks d t d {
he ould mean as It un oubte ywoud terest would ag |n av o
paid on demand deposits
Brova asks Whether the Board has. an estrons he asks, what ef-
e I an'r_/| éﬁ Increase  of resgrve redurre ths ad on COF éry bankrn(]r
balances,  tias the movement ceased? eels that the total decrease o
el heseryes Mas been Impressive.

Eccles suggests that the Council discuss the matter with Mr.
Sread in the a?ernogogn

McKee says tne shift began in January of this year because of in-
deuqsltlrrgh]eanctgrvrty yand not mere?ygsrnce there has been ayrrse In reserve

vark and not ? & |ca5na t the shift of reserves has been mostly true of New

0
cIes oints out that the huge increase in currency |n circ
tion has ha muchp 0.with the “ag eXCess eser es t 1S t
unatf that Iond err rq ts and mjddle term rrght ave based o
vqery ow rla Interest on securities |ss e resu as eg
the” specu atg nas 8 otten the beh t and t e rea vesto as had to
a.premium. On t ther had f e reasur cannot o |ts ancrnd on
rr rate sruc ure. I thé re rate structur the Ynve
cerarn ect nd w ud o E use ,he wo ee tht
nex |ssue g |m ter SS t els t | sues o rom
e o t to he on about a er cen srs,
temar as hee ngr and the rate |s acu v 0 er S oo late
LA SOV REE il B rre oy
uatr% % %p rn d hne ks o tsr e of wYo(h are to %e
gin to buy eavr ou ts |f t e bl I rate wi change very

The meeting adjourned at 1:15 p.m.
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s e i o
oardy ,Cﬁederal e[s)erve ]tgrnb, Vilashington,”

Weis’r, Thomas, an ad . met wr ounci discuss the reserve

Council %alone all, rﬂber&bern Presen ﬁssrs Golden-
situation and genera usrness conditions.

%Idenwerser states th Fﬁrddle of the Banker Trus Company
of New York as written an. ef< ehl cle on the u Jec rese t
reserve SI1 a 1on. article o een pre are rp ber o

Board's Sid see. that ea member o ou cr

and Go denw |ser
Vesaco\o this NM_ It cebea the date o vemerl
{041 and wrrtten ?/ |c or ongstre e de rease In e excess
reserves |S amos ﬁntr ely .in New Yor New Yor e Clty w ahways

uwwrnwwwwmwwqunwwwwnwww
hah ?h)%er% “’"et mentsm}? N 93 when delbsoesrts waetre hceted]eléndb ltythrserln
no?vacoseé ave ug 3 oPt t\erm rates wFre to rise._ then peogle mrght
send MONE ew York to ort te m bill Fﬁenwers I daoubnot

u% Go
sr uation as one hich . nee cause a i; IS Ver
hether even.under existing circumstances Rb om banks eneryal erI
A Present eXCess reser %
u ably will go

ecuritie on.the market.
%awuwwhwnuuhwnwuwnuw

At this point Goldenweiser left and Woodlief Thomas took over.

Tho Lf currency in circulation increa he drai erI con
finue, aIthou ordrnarr the current IS reversed a anuar ki
|n erestrng he crrculatron of lar e enomrn tt en e
asrn |ona |ncomea resen abou ars,
f rse ma e u er be omes OWer as
ro ca aclt uctrdn rocess 1s likely to result. |n
arr é)rt money ra es Lend-| eﬁse as tended to restrc the

Prts o gold.  Furth ermore Perhap [rve ungred million dola nas beh)
aken out™o York in the form o oaﬂs ade to customers o wYork anks"]c
outside of he crty of New York. There has been about Il ,OOt"tfrtf ThTA
currenc%/ and a ou one billion additional Government borrowrn In New York
Ind th en e n the. forces tendLn tQ reduce excesE Serves. Cer
actors rou unds into New Yor urrn% the firs of he ear
rac t the addr tional mone ame |nto New oré [n t
frr haI ear gone out ag nsrno Ig/ I!t use e
wpep ork ank ere |n debt to the Federal Reserve Ban
about f ars the  situatl on Was, | abouf right; | e banks
were |n i ex hrral million doI rs or less tpe market Was
e |f he In eb ness f New York banks was more than a out

see yfrve m|II|on money was tight
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arrson and Thomas bon doubt whether it is true IhveNﬁw Yorﬁ

e in (II er 1o oPerge smoo X need excess reserves of ndre
ilfion do ars, eing state

ess Sit a lon. . Mot chh chaB e since October, but there has
gen some sIa kening In—s 8 Ia buslrne S an congumers In-
UStries cann tI get t rs accumulat oc 3 t) Whr sales
ave heen smalle rn ct r tha wee In S temper
tere wa a. reat S t e r o NEW a S on 8om odlities an fear
0 EProv rons o eg tl n Aut mobrle trade IS or WIHC rr}an}/
exrp an m ar% made. mer bohugh car rera ¥ eJae
ars m e a uqoo USe 0 stity erras -
Regulation t emo ent, deal ers
9
(Sc%o
ho
[t
C

Busines

e
0dS
e
et
atl
onsuy I s
N ow su e
oub so some effect. th
re no ellin as n cars as are eing produce en t ] uc 10N
orcrrran nu tion has een re uce abou per ce ems
ner tron rodu ron INGEX N rws 60 an allow-
0 I he IS ano t 4 1n October an
e year the Index was N
6 In ha? been Iowrn
Ber
De »
ettt

0 t?n(e
Bat 3 “"e ens
n) efense rndusgv

ou
roduction Impose
man

tween

L
% 1S rn%reasrng}?

IS

ta e N pre

Irotttt (e i
3 dabsor I d t|

n o classes lat10

ears equa y upo class

come capacity.

The meeting adjourned at 3:45 p.m.

a
000s
Ing power Deing ¢
% oWer create
0 tax system
f the po uIatron rn

[
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL
November 16, 1941

o ] W e e o
a 200”]3 cl(e)xvt Mr rown in echalr Hnaay

Present:
Mr. Charles E. Spencer, Jr. District No. 1
Mr. George L. Harrison District No. 2
Mr. William Fulton Kurtz District No. 3
Mr. B. G. Huntington District No. 4
Mr. Robert M. Hanes District No. s
Mr. Ryburn G. Clay District No. e
Mr. Edward E. Brown District No. 7
Mr. S. E. Ragland District No. s
Mr. Lyman E. Wakefield District No. o
Mr. R Ellison Harding District No. 11
Mr. Paul S. Dick District No. 12
Mr. Walter Lichtenstein Secretary

Absent: o
Mr. W. Dale Clark District No. 10
The ecret r ftheF raI Advisory Council reported.that Mr. W. Dale Clark had

informed %ayt% %\ X%e present at tpns F st ses\sl}lon Sut would %

€ WO g una
present at t € SessIons on

gBBtr%r\r)bmrmlg%dlﬁﬂn %%%i%gdo % IC e?{agw%erg]ﬁngﬁgglgfjmes@ﬁte| g[hOef rtrr]]eem (e)lrjsn C\I/!/eorre]

he P ident of the Council discussed certain aspects of eulat|o He omted
ut tp ehttﬁe attenHonr}]ad been alg }o the gcommenFé {]ShoFs e? nC|I at
east sma busmess loans had been exethe rom the operat|onsot egulation

N moti \@n made by Mr. C t%e Eld secande t?x Mr. H ng it wa unammo%sléé

ote tO confirm the p SItIO utive Co [nttee 0 t oun ? ec J.
Z? L?R It"was aso ﬁFVG d IS0 e are ah Elp(il’e I
€ arrison and Kurtz t prepare both resolutions.

haitman appomte essrs
PreSJdentof Councnte bro u the proposals that had been submltted
tothe}&mmnte on te anH Eore| erc fo F—Iouseo?dR

% en at %S
Wthh WEre a? OU I'OW CUSSI ha ha %E dce etwegr%re I'ESG veso the
ssociation of Inv tment erso mencaan curitiesand Exchange Commission.

0 banrl]<e President pointed out that there were three provisions specifically of interest

Iaergo)n bI|AsniWS sect|onde natdas B?I?ClzgalTheprese thcédo

es nof att ttoregu
Su sect|o sta esa ﬁ% félessaile nyﬁnng by \?vhfghn?he pubﬁm m@re}}alts irﬁgctgv
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RS e A B
agams 0ss by redulrifg eﬁrstr ioh of Loan: acrar amount
quesp rnosed is grovrson Ut it dogs not oppose T ang ongress mig twe consr

mmit oint New Yor mercjal n that bank I
frongﬁCO rovrtser%a aetdcg m?ttee %fkt en]rtr)\ze%tgnebn eer(sj a Ereebc? toStR(rese Udﬁ

ot sge |n oham r ommercral yrn 0 prevent |hs rance
a |es om uzv ISSUES c}l]rrrtrI ry te ecte oteexcusron

n It Wa 9 ﬁ Cat 0ans § ou eexc no £ have an

secuntreﬁ \r\]nt coup o ere not bsed o n e re or srmrlarr ?tr
ment. It this werea erm Wé)%d eexc e rom Pel%ronso hg
?glc[tgtlﬂ but the prrncr e of grvrng authority over commerc anks wou

2 The hoIeofSctron 17 also is of reatrnterettob nks, If the propgsal embody:-
t| Were 10. eco elaw any Yeport m e to stockho ers Irec orsad
o crso an po ation which 1s inaccurate, misleading, or contains. ses nts
WL Sl trat ch gficers afc, Qrectors o The same penal %%t‘toattt”‘tve“ Sation Pr Ui
menstrg sale or urchaseo%) f(rt[. roposa ofscod Ise, o ﬂnocn ang Ulfe
o r, anks ar n trna osrtron to |s ementsw ic tn esub fto
or exam r h|rb0n owmar alue onotsae hrs

act |nt e| re ort to stoc o s, they mi CCUSed o sup ressrn rtin
matron any .cases ba 0 hot novv teprsn or timat ueoterr
ar eoffs are, erS reserves are set up, Tor possible an earnrn S are re
ore et, the ca suppression f| ormatron res erv)sed
om tro erorte or the Board of overnor each must make a
ornsae ent.of Its e act osrtro IS supervisory aut ony and .t ese Sl ervrso

Pk e i Gl o S Jegt e il
H Eég ursrtorraYvJurrsdrctron over h)t? thus subject %Vaﬁhspto stIano er

government agency

% ) A Cproqusal tha theSE F ge grven thorrt over aII ension funds to which
Mees ontribute uness uch_tung 1s°cover c8ml§) urgnce I some rec
n|z sur (hecompan % esident Of t ncr ac rou

IC Wt mem IS0 the

8{%03& whrc H et? that eltﬁerercfCe PhE?SS?a? tﬁUt 0r| es af pre%efn‘ Jegus ate

or Supervise any pension funds. The interest of banks in eproposal ISt
(a) Mané of theezli%{q%rtﬁanks haT ension. funds of thejr own which

anks a

re now, ﬁ e case.of N honal hanks srhberect to examina
J B For e o G e
wouf merely m an a drtronaf examrna lon.

any Jar e industrial concerns ppointed hanks, especiall
B’énklf %rtk as trustees of t e|r ension funrr]t pecally

Fundamentall nd btedly the S.E.C. is in favor of this proposal as it would be a
first step %owaréi Jr\nung He & thhrssrson control over insurance ompan?es

S e L L

possrby present a resolution
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the £ (YX‘F-‘%P%“?FV% i %enﬁo{ﬁé’tﬁ"'g:er(@fﬁeefs“{ (i thgere i ol 0“ y
?ﬁg IS)? i) 336 resen t%gassr é]”%wgp ec on lé (Jg d ”?‘H]e gI[’ItIES
Sections 0 the roposa 0 ?1 remgen{ OW% 60Uﬂ gg made re erence

i, REIEEE D W ST S G o P

&' nquiry to ORE regarding He-Sitution

fterashordescusswn Aervgl demde t0 dromg]e uestion.about h a%?ﬁ'graﬁ{lelrtl)( ?r];

I._h Eﬁ awm% ances 1rom S p03|tar|es an
ederal Resérve banks in"order 1o reduce excess reserves.

Two other questions on the agenda were withdrawn. These were:
( ) Bank Capital and Bank Earnings,
Thet es of qo ernmen |ssuest t h 0 into the hands
gegns unea%l Y%}:)eqﬁl?qﬁves t}/gpest}%a{n nﬁ lgbe more appropna?

The meeting adjourned at 5:45 P. M.

WALTER LICHTENSTEIN,
Secretary.

Federal Reserve Bank of St. Louis



MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

November 17, 1941
reders) Roaarie it g Q%Ladr'”%%“”rﬂ o TEOM/SDed i e, Board Rogm of the
Pre row resr

dE. or rrison, Vice Preside
essrs rlvlsdzfaiaen r_Jr i( % ‘;P B (m
gP |Sn y’and lér/aFftaeHmhg' nstern ecre aépeld B %rk |son

deci tto C|n|re resolutro “sele t|v cre |t co tr?I butI have
the resr nto e ouncl evrewso uncr or a'resolution
on egula |on was presente |ch N Its Ti n orm reasas ows
“T VISor ncil.. endor nd . reaffirm
ex res 8 spifl %?rtheQ?u ?nrte d%g Sett%roI atee"’gr K ; ttfﬁ Ybe
% Fesd do ove nol5 na{l jsom, miaking sug i |0ns as 10
esirable amen ments ation

EheC uncr also wishes oendo esjp cr deally %he osrt taken (gy Hs

ommi ee a me In %
era ese ve Bull n embe
ress he ommi

?Ear Bn.

Al |naed cea et |sao |e | 'e°’s?a

% werr ca £ a'?cﬁr m mae ur ase |s eg

ar |c e e ness c ur
ase a |c |c un es eresr

almen cre | nte Urpose sn

art neil | e re rictions eu ion

msamen cre ranted or roses IS subjec senous mrs

understanding and injurious pu lon.’

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

November 17, 1941

At 103 om confere ce of the Fee (Msol% crI and.the B Eard o[
overno eserye ystem was ar oom of the Federa
eserve urIdmg a m ton,

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

Chajrm riner S. Eccles: Vice Chaigman Ronald Ransom Governor,
e %Enemﬁ L B

m
orrill. Secretar %Rfa of Govern r§ ssrs @ecrea o
ard 0 overnors and alger aft ener oun "y

Present: Members of the Federal Advisory Councrl
. §E éranzg SEODREl 8 R Y

ugn aah \/\Tal e‘r‘ é}ghten Eecre?a |son Haraing

The srd nt .of eCour}crl ted ehaflf of the Coun estrs tron the
seI n eor Iet troI the rrenc e oar ors
era ed ra epos nsuran Eo[,o o a
t{n ro osas asotem? berso ouncil felt'tha
covermg efte the ard ve nors was an excellent one.

he President of the Council th nwentonto stt tethatthelFederaIA |sor8/ o7uncr(!
Iso felt some coPcern% 0ut two other sec %ons In e% dosposas namely, Section 1
e proposal dealing with the supervision of pension fu

Th Char an of the Boar étofG vernor eég essed sorB? douza{as%bo whether these

ﬂro%osaswe ever bee mto treﬁf% cer atn ang/ Fven
enate Committee on mg an urrency would be oppose e proposals
The Secretar¥ of the. Councrl read the resolution bearing on Regulation W which
appears earlier in these minutes.

The Pres nt of the ouncil then ta ed that whrle th uncil ha decrddnot
ere er” eso |on ont es ect rlve credr cop wasau horze 10 sta
F tbe memberf ou afartnal s ouI n 0t erm osmg
Iestr ctrons tymean I_orron S o atronsbe ore de 0|
ecti e%edr control”, He &pm out rort |esan catro swoul un ou
n]w F resent state e W%eng emu more uestrona
whether “selective credit control” drsa pear a er the emergency Were Qver.

v TS S GO, Jh 0 S s
ra| controversial questions.

The (%harrman of th oard of Governors %ta%ed that on tge whole it seemed to him
desirable to leave thrsw ole question quiescent at present, and there was general agree-
ment with thrs position.

There was some general discussion about interest rates and Government issues.

The meeting adjourned at 1:15 P. M. WALTER LICHTENSTEIN.
Secretary.
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Messs. Golden(yvmser Thomas, and Smead met with the Council to discuss the
reserve situation and general business conditions.
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Mr. Woodlief Thomas finished the discussion at 3:45P.M. and the meeting adjourned.

WALTER LICHTENSTEIN,
Secretary.
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