MINUTES OF MEETING OF THE EXxeEcuTive COMMITTEE OF THE
FEDERAL ADVISORY COUNCIL

January 6, 1943
o AR S G AN e e
nesday, anuary6 4 the |ce res ident, Mr. RarriSon, n the chair
gpeﬁgmejyﬁnhoh”hﬁf‘“%e b, PRt Rt Eibng s e CRfERkeel

Secretary joined the etm at 11:20, his train ha been ae
e ﬁwa ﬁ\/F wa una 0 e present on acco es Mﬂr%
anréfgd so na%g tmg (\)/\foH]dI of 8 Q/res&)mehll Lg]pencer(i déj)eben &?Pgle

aﬁ % nae fOT IS mee Xecuti mi tee as proviae

Loan 03| accounts from eass sSmen an
at he eral

uwement ofe R reserves against such accounts |s understood
slpervising au‘heD |t% ave ali11 Qree Yo support such a bﬂ

(*déS%“ys%%ﬂéé")k place regarding the deferment from military service of key men

Itwas tated. hatabﬂ% wfas to be introduced {at h|iseﬁquo the 801 re stoe

employe
Discussion took place regarding the program for future financing by the Treasury.
The meeting adjourned at 12:10 P. M. WALTER LICHTENSTEIN.
Secretary.

10

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



Digitized for FRASER

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

January 6, 1943

! 123 om erence oft e E utrv % ommitt e of the Fed]erlaj Ath/]i-

ncr aB(]o OVErgors 0 erft esBrv8 ystem was held in the
oom o G613l Reseve BUI dmg ashin

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

B S S R areme
on, AssIs n to |r ligh urston pec srs ar
ster Mo r a e, rd o ots an a
roenel ssr tagt nes of the. Boa ovérno eor SIS

ou £ |ser ik or Vdi0n of ear an Satrs |c
ef DIVI ination; eonar |re |5|on
nne ration; ward mead href Division oT pera jons; arI
arry, vision’of Security”Loans.
Present Members of the Executive Committee of the Federal Advisory Council:

or Har |so V| e President: Messrs. encr Jr.. William

FuIton 'Ktz %e h Hint m onert S\}j Efémmg, and: Wa| erErc tens ein Secretary.
ha|r an Eccles confi rmed/\}he re or that non-controversi Lbdl was to he mt{

Eulge dn xerﬂo ar Loan, De os accounts from ﬁssessme{t he

e requirement of keeping reserves agamnst suich accounts.

ice President of the Council sta dtha th members of the Exe
mrttee on ouncl d/vetr]e unanrmous\ mfavor mﬁﬁe a|sostated bans

[ﬁwrne as re ar oer ituation; ’%t ”eara Imit %Iit] ga
F men | %os cassﬁhqere somie ear m Ioctg mrg e shifte
essen ial War industries an wou ermpossr ore
Chairman, Eccles. ns ered_that he.expected this whale t discussed a
conference o?rthe presi enso q:e erap eprve %an S WhICh 1S ?8 B H P on January EBa
Some further details of the manpower situation were then discussed.
he Vice F(gesrden of fh ncrli chat it was thf. feelrni tthe me bers é
he xec |ve ommittee o ounci aspect t
edesra eto odr ﬁ?nves 1 such nvssh u Sq
subscribers andt ss ould be appeale to onymt e Intervals een suc dnves

by st?a?t?n \évrats also some discussion of possible Treasury plans to have bonds paid for

There was a short discussion regarding the credit situation.
cKe ressed the o e that Ranlés mt err ublished st emept[swould
sega]r(aile\g 0an srt CCOUNES Oﬂt other. depo é) ther |se ements
en ogrvea se picture or the uctuatronso bdn eoss
The meeting adjourned at 1:40 P. M. WALTER LICHTENSTEIN,

Secrefary.
1

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



MINUTES OF MEETING OF THE EXECUTIVE COMMITTEE
OF THE FEDERAL ADVISORY COUNCIL

January 6, 1943

At 11:00 A, M., the Executive Committee of the Federal Advisory Council
convened in the Conference Room of the Federal Reserve Building, W shington,
D. C., on Wednesday, January 6, 1943, the Vice President, Mr. Harrison, in
the chair.

Present: Mr. George L. Harrison, Vice President} Messrs. Charles E.
Spencer, Jr., William Fulton Kurtz, B. G. Huntington, Robert V. Fleming, and
Walter Lichtenstein, Secretary.

The Secretary joined the meeting at 11:20, his train having been delayed.
He reported that Mr. Brora was unable to be present on account of illness and
that Mr. Ragland had also notified him he would not be present.

Mr. Fleming reported that he understood a bill was to be introduced at
this session of Congress to exempt War Loan Deposit accounts from the assess-
ment of the F. D. 1. C. and also from the requirement of keeping reserves against
such accounts. This is tc hold good for the "duration” and six months there-
after. He understood that the Treasury, the Comptroller, the F. D. I. C., and
the Board of Governors of the Federal Reserve System had all agreed to sup-

port such a bill.

Some doubt was exoressed as to the advisability of exempting War Loan
Deposit accounts from the necessity of keeoing reserves, but it was recognized
that it would not be advisable to quibble about details, and it was agreed
to a?k the Board to support the bill in question so that it might be passed

promptly.

It was pointed out that the average amount of reserves carried against
War Loan Deposit accounts is about $400 million with a maximum of around
$800 million.

Mr. Fleming reported on the matter of deferment for key men employed by
baiuca. He stated that the thirty—eight year age limit took care of most of
the key men. The problem, hor'ever, of the banks losing so large a number of
employees as to impair their proper functioning remained. If the government
decided to control all employment, it might be difficult for a bank to find
a sufficient number o:" competent nev? employees.

It was recognized by all that, in order to obtain results, it ??ould be
necessary to approach Mr. McNutt himself and, possibly even, the President.

Treasury Financing. Mr. Harrison stated that, in his opinion, a superb
job had been done in the recent drive. The next drive would probably take place
scBe time in April, and he folt some consideration should be given to
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the possibility o’ dividing the drives for bank support of Treasury financing

from those intended tc obtain support from non—banking sources. For example, if
the Tre.sury should need money in February, it might go iynly to the banics and

then in April confine the drive to non-banking groups* this way, there would be
periodical non—banking drives, while bank drives would be '.edged in between.

E

The other question is how are the quotas to be fixed. |If there is tc be a
definite amount to which each bank is expected to subscribe, then salesmen will
not be required for that purpose. Probably, the Federal Reserve bank in each
district could determine the amount to be expected from the banks within the

district.

Mr. Harrison went on to say that it did not seem necessary to him to discuss
the type of securities as that seemed to have been satisfactorily settled in
connection with the recent drive. He said that insurance companies were still anx-
ious to have a 3/S bond. Some of the smaller insurance companies are in danger
of not finding a sufficient amount of safe investments with a high enough yield
to enable them to keep above the legally required reserves.

Mr. Harrison then discussed the possibility of a partial payment plan. He
pointed out that at present some insurance c mpanies have dealers buy and hold
for them a larger amount than the company could pay for immediately, the dealer,
in turn, borrowing from his bank to enable him to carry the bonds. The in-
surance companies do this in order to have bonds available as they receive funds.
Mr. E~rrison pointed out that it might be oossible for the Treasury to make some
arrangement for insurance companies so that they would not have to go to the

dealers.

Mr. Harrison discussed trie matter of the series E bonds. Very likely this
problem would settle itself as a consequence of a withholding tax. Finally,
Mr. Harrisoh discussed the credit policy, i. e., how can the anks get enough
funds to buy the bonds? It seemed to him the answer was a combination of the
various methods: namely, open market operations, lowering of reserves, and
borrowing by banks. If only one method is used, there is likely to be dis-
location. In the case of lowering reserves, it is undesirable to have these
at a vanishing joint at the end of the warj likewise, it would be undesirable
to have the Federal Reserve System loaded up with too large an amount of bonds,
and, finally, Thile it may be desirable to have banks borrow, it should not
be to such an extent that the debt of the banks is other than temporary.

The meeting adjourned at 12:10 P. M.

Walter Lichtenstein,

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

January 6 1943

At 12:30 P. M., a joint conference of the Executive Committee of the
Federal Advisory Council and the Board of Governors of the Federal Reserve
System was held in the Bo rd 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 Ransom; Governors
a. S. Szymcz&k, John K. McKee, Ernest G. Draper, and Rudolph M. Evans; also,
Lawrence Clayton, Assistant to the Chairman; Elliott Thurston, Special
Assistant to the Chairman; Chester Morrill, Secret try of the Board of Governors,
Hid Liston P. Bethea and S. R. Carpenter, Assistant Secretaries of the Board
of Governors; George 3* Vest, Assistant General Counsel, E. A. Goldenweiser,
Director, Division of Research and Statistics; Leo H. Paulger, Chief, Division
of Examination; R. F. Leonard, Director, Division of Personnel Administration;
Edward L. Snead, Chief, Division o Bank Operations; Carl E. Parry, Chief,
Division of Security Loans.

Present: Members of the Executive Committee of the Federal Advisory
Council:

Mr. George L. Harrison, Vice President; Messrs. Charles E. Spencer, Jr.,
william Fulton Kurtz, B. G. Huntington, Robert V. Fleming, and Walter
Lichtenstein, Secretary.

Ear Loan Deposit Accounts. Chairman Eccles stated that the matter had

been discussed with the Treasury, the Comptroller*s office, and the F. D. 1. C,
All had agreed on the bill to be introduced, as had Senator Prentiss M. Bro?m
of Michigan and Henry B. Steagall. Consequently, the bill was not controver-

sial, and it was hoped it Yvould be passed promptly.

Mr. Harrison reported that the members of the Executive Committee of the
Council were unanimously in favor of the bill but felt that, in principle,
t"e waiving of reserves on War Loan Deposit accounts was perhaps not desirable.

Chairman Eccles in answer stated that the P. D. |I. C* had agreed to waive
the assessment on War Loan Deposit accounts onlv on condition that the Federal

Reserve System would also ?aive the reserve requirements.
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Manpower Acts, Mr, Harrison stated that it ‘fras generally felt that
the thirty—eight year age limit ~ould take care of the key men in most cases,
but that banks believed there was some danger of other employees being shifted
to essential war industries and being unable to replace them, the proper
functioning of ban*cs might be impeded.

Chairman Eccles ansvered that he expected this whole topic to be dis-
cuss— d at a conference of the presidents of the Federal Reserve banks to be
held on January 25. He thought banks ought to be willing to go on a forty—
eight hour basis, paying time and one—half for eight hours of overtime.
Otherwise, it was felt that banks were not making full use of the people they
had, *%e stated that the government had recently gone on a forty—eight hour
a WEEk basis, but his attention was called to the fact that in the case of
the government the extra hours are not paid for at the rate of time and one-half.

It was generally agreed that some survey ought to be made to classify
skilled and unskilled help in the banks.

The question was raised as to bank tellers but the Chairman doubted
whether these would be exempted and said that more women would have to be
used.

Mr, Harrison pointed out that the U. S. Employment Agency would not
give any help to banks with the result that they *vould be in danger of losing
experienced people and not able to obtain any new ones. It ought tc be de-
termined in the first place how essential banks are to the 0. P. A. and the
Treasury, and, secondly, the Board should use its influence to help banks
have their skilled pecple cl~ ri led.

Chairman Eccles pointed out that Mr. Wright Patman of Texas had in-
troduced a bill, H. R. 1, "hich would obviate the necessity of banks needing
extra help as the bill provided that the power of the Treasury to issue
securities bearing interest should be revoked and in the place of such secur-
ities, the Treasury should issue non-—negotial|J.e, non—interest bearing bonds
to be bought by the Federal Reserve banks.

Treasury Financing. Mr. Harrison pointed out that at the time of the
full meeting of the Council the method of Treasury financing was just under-
going changes. It was now agreed that periodical drives would be desirable,
and the Executive Committee of the Council felt that these drives should be
limited to non—-bank subscribers and banks should be appealed to only in the
intervals between such drives. Thus, the Treasury could put out types of
securities for each class. There was much to be said in having quotas for
tanks by districts and then having the Federal Reserve bank fix the quota
for each bame in its district. There might also be a renewal of the partial
payment plan for non-bank subscribers. If there was such a plan, for example,
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an insurance company could estimate its requirements for a three to four
monthsl period. This is especially important for some insurance companies
which cannot live on a 2\% basis; some of this pressure could be removed if
the companies were In a position to invest funds immediately as they came
in, instead of being compelled to have the funds idle for some period of
time.

Chairman Eccles wanted to know why insurance companies couldn*t borrow

now in anticipation of their needs.

Mr. Harrison replied there was some question s to whether insurance
companies could legally borrow for the rnrpose of buying onds.

Chairman Eccles said he did not see any objection to having the Treasury
payment plan, and he understood that the Undersecretary of

arrange a partial
if the borrowing were for a short period,

the Treasury was in favor of this,
say for a period of six months.

Mr. Harrison pointed out that at present dealers buy these bonds and
borrow money from banks, paying only one per cent. On the other hand, if the
Treasury arranged a partial payment plan it would pay 2"% only on that portion
ol the bond for which the insurance company had actually paid.

£ Bonds. Mr. Harrison stated that he did not believe it feasible to do
anything at present.

Chairman Eccles stated that there had been some discussion as to whether
it “*ould not be desirable to issue a bond to replace the series E bonds; this
new bond might be redeemable only after it had been held three years or some

such period.

Credit Policy. Mr. Harrison stated it was felt that no one method should
be used to the exclusion of all other methods. It would be undesirable to end
the war with a 4% reserve requirement, and, likewise, it would be undesirable
to overload either the banks or the Federal Reserve System with bonds. There

was some discussion about the use of Treasury bills as reserves.

Chairman Eccles adked why not let the Federal Reserve banks buy the
bills.

Mr. Harrison answered, there is danger of having the government debt
pile up in one place since after the war people would object to being taxed

in order to bail out one group.

Chairman Eccles agreed that there should be a division between offer-
ings to banks and non-banks.
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Governor McKee stated that when the pending legislate on was passed,
exempting ?'ar Loan Deposit accounts from assessment to F. D. I. C. and re-
quired reserve regulations, that then War Loan Deposit accounts should be
divorced from other deposits in bank statements, so that these statements
would not show too violent fluctuations in deposit accounts.

The meeting adjourned at 1:4-0 P. M.

Walter Lichtenstein

Secretary
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