
M I N U T E S  O F  M E E T I N G  O F  T H E  E X E C U T I V E  C O M M I T T E E  O F  T H E
F E D E R A L  A D V I S O R Y  C O U N C I L

June 13, 1945
At 11:10 A. M., the Executive Committee of the Federal Advisory Council convened in the Conference Room of the Federal Reserve Building, Washington, D. C., on Wednesday, June 13, 1945, the President, Mr. Brown, in the Chair.
Present: Mr. Edward E. Brown, President; Mr. Charles E. Spencer, Jr., Vice President; Messrs. John C. Traphagen, William Fulton Kurtz, Robert V. Fleming, and Walter Lichtenstein, Secretary.
The Secretary of the Federal Advisory Council stated that he had a letter from Mr. Gifford stating that he would be unable to be present at this meeting of the Executive Committee.
A discussion took place in respect to Regulation Q and the President of the Council read a statement which had been adopted at a meeting held in Memphis. An agreement had been reached on a regulation to go into effect on August 1, 1945 to enforce the law but to regard absorption of exchange charges of less than two dollars in any one month for any one depositor as trivial. There was some objection that the provisions were somewhat too rigid. There was a discussion as regards margin requirements and capital gains tax.
It was generally felt that there wasn’t any need of taking action at this time.
In respect to the extension of Regulation W to cover real estate, the President of the Council stated that Regulation W already applied to improvements on real estate. There was agreement on the part of all present that Regulation W should not be extended to cover sales of real estate.
The meeting adjourned at 12:00 noon. WALTER LICHTENSTEIN, 

Secretary.
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M I N U T E S  O F  J O I N T  C O N F E R E N C E  O F  T H E  E X E C U T I V E  C O M M I T T E E  O F
T H E  F E D E R A L  A D V I S O R Y  C O U N C I L  A N D  T H E  B O A R D  O F  G O V E R N O R S  O F

T H E  F E D E R A L  R E S E R V E  S Y S T E M

June 13, 1945.
At 12:10 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 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 Ransom; Governors M. S. Szymczak, John K. McKee, Ernest G. Draper, and R. M. Evans; also, Chester Morrill, Secretary of the Board of Governors; S. R. Carpenter and Bray Hammond, Assistant Secretaries of the Board of Governors; George B. Vest, Assistant General Attorney; E. A. Goldenweiser, Economic Adviser; Leo H. Paulger, Director, Division of Examinations; Edward L. Smead, Director, Division of Bank Operations; Carl E. Parry, Director, Division of Security Loans, and Robert F. Leonard, Director, Division of Personnel Administration.
Present: Members of the Executive Committee of the Federal Advisory Council:
Mr. Edward E. Brown, President; Mr. Charles E. Spencer, Jr., Vice President; Messrs. John C. Traphagen, William Fulton Kurtz, Robert V. Fleming, and Walter Lichtenstein, Secretary.
A discussion took place regarding Regulation Q and the Memphis agreement.
There was general agreement in respect to the provisions of the Memphis statement but it was hoped that this be not interpreted too rigidly.
In respect to margin requirements, the President of the Council stated that the members of the Council believe it would be a mistake to impose a 100 per cent margin requirement at this time and that it would be better if it were necessary to do anything to raise the margin gradually.
The Chairman of the Board stated that he thought if anything were done it would be a part of a comprehensive program.
The Chairman of the Board stated that in respect to Regulation W any changes therein would also have to be a part of a more comprehensive program.
The President of the Council stated that it was the feeling of the Council that it would be inadvisable for it to issue a statement at this time covering the program of reduction of supplies to the Armed Services and increase of production to meet civilian requirements.
The meeting adjourned at 1:20 P. M. WALTER LICHTENSTEIN, Secretary.

18

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



NOTE: T h is  t r a n s c r ip t  o f  the S e cre ta r y *s  

n o t e s  is  no t  to be  regarded  as  complete or 

n e c e s s a r i l y  a c c u r a t e . The t r a n s c r ip t  should 

be co n s id ere d  as b e in g  s t r ic t l y  fo r  the sole  

u s e  o f  the members o f  the F e d e r a l  A dviso ry  

C o u n c il .

W. Jj.

S e c r e t a r y *s  n o tes  on the m eeting  o f  the Ex

e c u t iv e  Committee o f  the F e d e r a l  A d v iso ry  

C o u n c il  on Jun e  1 3 ,  1945, a t  1 1 :1 0  A .  M . ,  in  

the  C o n feren ce  Room o f  the F e d e r a l  Reserve  

B u i l d i n g .

The S e c r e t a r y  s t a t e d  th a t  he  h ad  a l e t t e r  

from  M r . G i f f o r d  t h a t  he  ^ o u ld  n o t  be a b le  

to b e  p r e s e n t  a t  t h i s  m eeting  o f  the  Execu

t iv e  Com m ittee.

The fo l l o w in g  w ere  p r e s e n t : M e s s r s . B r o m ,

S p e n c e r , T r a p h a g e n , K u r t z , F le m in g , and the

S e c r e t a r y .

REGULATION Q

BRO^N re a d s  a statem ent  o^  th e  m eeting  h e l d  in  Memphis to  d is c u s s  

Regulation Q . The statem ent  s t a t e d  th a t  the Board  and C o m p t r o lle r ’ s O f f i c e  

agreed on a r e g u l a t i o n  to go in t o  e f f e c t  on A u g u st  1 ,  194-5, to  e n fo r c e  th e  

law, but that am ounts o f  * 2 .0 0  o f  a b s o r p t io n  in  one month f o r  a n y  one d e 

positor were to be re g a r d e d  a s  t r i v i a l .

FLEMING o b je c t s  to  the  d r a f t  as  b e in g  too r i g i d .

THA?Ka GI3J p o in t s  o u t  t h a t  the  proposed  r e g u l a t i o n  does  n o t  a p p ly  

to the p r in t in g  o f  ch ec ks  and  s im i l a r  ite m s .

B;-0".fN . I t  sh o uld  be made c l e a r  th a t  £ 2 .0 0  a month fo r  an y  one 

depositor is  to be  re g a r d e d  as  the  norm al amount b u t  th a t  i f  i t  w e re  ju s t  

a single n o n r e c u r r in g  t r a n s a c t io n  th e  amount o f  a b s o r p t io n  m ig h t  be  l a r g e r  

and s t i l l  be r e g a r d e d  a s  t r i v i a l .

MARGIN PZCgJIRESgSNTS AiJD C A PITA L  G A IN S  TAX

FLEMING sa y s  C o n g ress  i s  n o t  in t e r e s t e d  in  the  s u b je c t . I t  may 

raise the exem ption on e x c e s s  p r o f i t s  tax  and  make i t  r e t r o a c t iv e  from  

January 1 ,  194-5. I n  o r d e r  to  h e lp  sm all b u s i n e s s , the p r e s e n t  exem p tio n  

" 1 0 ,0 0 0  m ight be r a i s e d  to $ 2 5 , 0 0 0  o r  $ 3 5 , 0 0 0 .

BRQ "N says  th e  Farm F o u n d a t io n  had  d is c u s s e d  E c c le o 1 s u g g e s t io n s .
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TRAPHAGT34 says  i t  w ould  b© much better  to increase  the m argin re- 

a u i r e m e n t s  g r a d u a lly , an d  the Board should  not exhaust a l l  it s  powers a t  

one time# He has fo u n d  t h a t  many people  b e lieve  the r a is in g  o f the excess 

profits tax  would have  an  e f f e c t  on the market opposite  to the one d e s ir e d .

KURTZ t h in k s  excess  p r o f it s  tax  should be r a is e d .

TRA?HAGT<IN b e l ie v e s  m arket w i l l  not get out o f  h an d . There are 

«any orders p la ce d  to s e l l  s e c u r it ie s  on a r is in g  market. Stocks are  s t i l l  

15 per cent on the  a v e r a g e  below  w hat th ey  were in  1936- 7 and on ly  10-12 

per cent h ig h e r  than the  averag e  o f  the period  from 1935- 9 . I t  is  not a 

disorderly m arket b u t  h e  b e l ie v e s  i f  the market i s  to be c o n tr o lle d , margin 

requirements w i l l  do i t  to a c e r t a in  e x te n t . A change in  the c a p it a l  gains 

tax he does no t  b e l i e v e  i s  an a n t i- in f la t io n  measure but purely  a tax  

measure.

BROWN sa y s  he  w i l l  a s k  the Board w hether i t  p lans  to do a n y th in g .

SPENCER b e l ie v e s  a r a i s i n g  o f  the m argin requirem ents would have 

some e f fe c t  on the m arket but  he b e l ie v e s  n o th in g  should be done a t  p r e s e n t .

TRAPHAGEN says Emil Schram  f e e l s  i t  would be a m istake  i f  the 

Board exhausted  a l l  i t s  powers n o w . Schram i s  ju st  as an x io u s  as  the Board 

not to have the  m arket g e t  o ut  o f  h a n d . I f  the perio d  in  which stocks must 

be held to come u n d e r  e x c e s s  p r o f it s  t a x  i s  le n g th e n e d , then people w i l l  

simply not s e l l  sto cks  f o r  a w h ile  but. h o ld  on to them fo r  fe a r  i f  they  so ld  

and then bought a g a in  t h e i r  investm en ts  w ould  be fr o z e n .

BROWN says  th e  C o u n c il  f e e l s  th at  there i s  no need o f  ta k in g  any 

action at  t h is  t im e .

EXTENSION OF REGULATION K  TO COVER REAL ESTATE

BROWN. R e g u l a t i o n  W a lr e a d y  a p p l ie s  to improvements on r e a l  

estate. He d o es  n o t  w is h  to  see R e g u la t io n  W extended  and would regard  i t  

as un fo rtu n ate  i f  th e  r e g u l a t i o n  v/ere made to cover sa le s  o f r e a l  e s t a t e .

The members o f  the E x e c u t iv e  Committee agree  w ith  t h is  statem ent.

TRAPHAGEN. The  o n ly  way  to prevent a very  sharp in c re a se  in  rents

is to have much new  b u i l d i n g .

SPENCER p o in t s  out t h a t  b u ild in g  is  now co stin g  tw ice  r h a t  i t  

would have b e fo re  th e  w a r ,  so i t  i s  n a t u r a l  that  the p r ic es  o f  r e a l  e sta te  

&re going u p .

The m e e t in g  a d jo u rn e d  a t  1 2 | 0 0  Noon.
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On Ju n e  1 3 ,  1 9 A 5 , a t  1 2 :1 0  P .M . ,  a jo in t  

m eetin g  o f  the E x e c u t iv e  Committee o f  the 

F e d e r a l  A d v is o ry  C o u n c il  and the Board of 

G o v ern o rs  o f  the F e d e r a l  Reserve System 

was h e l d  in  the Board Room o f the F ed eral 

R e se rv e  B u i l d in g , W ash ingto n , D . C .

The f o l l o w in g  members o f  the Execu tive  

Com m ittee were p r e s e n t : M essrs . Brown,

S p e n c e r , T rap h ag en , K u r t z , F lem ing , and 

the  S e c r e t a r y .

The f o l l o w in g  were p re se n t  from the Board 

o f  G o v e r n o r s : Chairm an E c c le s ; V ic e  C hair

man Ransom ; Governors Szym czak, M cKee,

D r a p e r , an d  E v a n s ; a l s o ,  M essrs . M o r r i l l ,

C a r p e n t e r , Hammond, V e s t , G o ld en w eiser ,

P a u l g e r ,  Sm ead, P a r r y , and Leo n ard .

REGULATION q

BROWN t h in k s  Memphis agreem ents sound, though Flem ing f e e l s  

the statem ent i s  too r i g i d  and  i f  on a  n o n recu rrin g  tran sactio n  the amount 

of abso rption  i s  som ewhat h ig h e r  than  . '2 * 0 0  t h is  should  be l e f t  to the 

judgment o f  the e x a m in e r . H e ,  h i m s e l f ,  understan ds  th a t  th is  would s t i l l  

be regarded as  a  t r i v i a l  am ount.

F L Y I N G  t h in k s  the  statem ent o f  the te x t  too r i g i d .

MORRILL sa y s  i n  Memphis the f e e l in g  was th at  the statem ent ought 

to be r ig i d  so t h a t  c o m p e tito r s  co uld  n o t  f in d  loopholes.

RANSOM sa y s  i f  the la n g u a g e  i s  to be f l e x i b l e  there is  dan ger  

that the r e g u la t io n  w i l l  be e v a d e d .

MCKEE sa y s  a n  exam in er  m ight  report an amount h ig h e r  than - 2.00 

having been a b s o r b e d , b u t  i t  i s  u p  to  the  su perv iso ry  a u th o rity  to d e c id e  

whether a n y th in g  s h o u ld  be done abo u t  a non- recurring  item .

FLEMING s a y s  some d is c r e t io n  ought to be l e f t  to the ex a m in ers .

RANSOM say s  th e  exam in er  re p o rts  w hatever he f in d s  and d is c r e 

tionary a u t h o r it y  m ust be l e f t  to the  su perv iso ry  a u t h o r it ie s .

MARGIN REQUIREMENTS

BliOrVN The C o u n c il  t h in k s  i t  would be a m istake to impose a 

100 per cent m argin  re q u ir e m e n t  a t  t h is  time and even i f  t h is  sho uld  become
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neceSgary i t  w ould  be much b e t t e r  to r a is e  th^ m argin grad u ally .

ECCLES says  n o th in g  new has  developed and the whole su b je c t  

is tied up w ith  a much more com prehensive program . I f  anything  i s  done, 

it w ill  be done as  the  r e s u l t  o f  a l a r g e r  plan  put fo rth  by the Tfhite

House.

REGULATION w

BROWN a s k s  w h eth er  the  ex ten sio n  o f  R egulatio n  W would  a ls o  

be part o f  a l a r g e r  p l a n  o f  w hich  E c c le s  had  spoken.

ECCLES sa y s  the la r g e r  program  would a ls o  cover the e x ten sio n  

of Regulation W . H e ,  h i m s e l f ,  i s  opposed  to c r e d it  control u n le s s  i t  i s  

coupled w ith  a r e v i s i o n  o f  the  c a p i t a l  pains  t a x .

BROWN. The  C o u n c il  f e e l s  i t  would be u n fo rtun ate  i f  the  Board 

had power to r e g u la t e  m ortgage c r e d i t s .  There i s  a d is t in c t  d if fe r e n c e  

between the b u y in g  o f  consum er c a p i t a l  goods and the  purchase o f  r e a l  

estate.

ECCLES sa y s  many o f  the  a u t h o r it ie s  w ant c o n tro ls . He b e l i e v e s , 

however, that  i t  w o u ld  be  a  m ista ke  to have Government cr ed it  a g e n c ie s  be 

the ones to r e g u la t e  p r iv a t e  c r e d i t .  There  is  a f e e l i n g  among the Govern

ment agencies th a t  m ortgage  l e n d in g  i s  g e tt in g  out o f  han d , both as to 

the ap p ra isal  o f  th e  v a lu e  o f  r e a l  e s t a t e  and the terms o f  the l o a n s . He 

does not agree th a t  i t  w o u ld  be  d e s i r a b l e  to have the  lan d  banks d r iv e n  

out of the f i e l d  by  in s u r a n c e  co m panies  and p r iv a t e  e n t e r p r is e , some o f  

which are do ing  b u s in e s s  on an  un so u n d  b a s i s .

ECCLES. P u b l i c  c r e d i t  e x t a n t  i s  now 2 - 1 /2  times the amount o f  

private c r e d it  o u t s t a n d i n g , o r  w i l l  be  so a t  the end o f  t h is  y e a r , but 

credit o u ts ta n d in g  on th e  w hole  h a s  h a d  a tendency  to d e c l in e . I t  i s  de

sirable to p re v e n t  t h e  amount o f  c r e d i t  o u tstand in g  from going  up  a g a in .

It is l i v e l y  th a t  by  the  end  o f  t h is  y e a r , b i l l i o n  o f  p r iv a te  c r e d it  

will be ad d ed , w h i l e  l a s t  y e a r , *;60 b i l l i o n  was a d d e d . He would l i k e  to 

see cash s p e c u la t io n  c h ec k e d  and  the  o n ly  way to reach  th is  i s  by  the route 

of the c a p it a l  g a in s  t a x .  A g e n c ie s  f e a r  Congress w i l l  not do a n y th in g  by  

tax methods, so th e y  w is h  som ething  to  be done by r e g u la t in g  c r e d it  as t h is  

would have a p s y c h o l o g ic a l  e f f e c t  a t  an y  r a t e . He p o in ts  out th a t  any  such 

regulation o f  c r e d i t  w o u ld  be i n  fo r c e  o n ly  u n t i l  6  months a f t e r  the  w a r .

CURRENCY TRANSACTIONS

ECCLES sa y s  i t  i s  n o t  the  fu n ctio n  o f  the Board to ask  -the Treas- 

UrY to d is c o n t in u e  th e  r e g u l a t i o n  o f  currency  t r a n s a c t io n s  a n d , as  a m atter 

fa c t , he  i s  in  fa v o r  o f  i t .

KURTZ a g r e e s  w it h  E c c le s  t h a t  the r e g u la t io n  o f  cu rrency  tr a n s 

actions is  good .
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ECCLES says th at  the m ajority  of comment he has heard ia  en

tirely fa v o r a b le .

Q T A T r a m  BY COUNCIL ON INFLATION

BRQ-.H says the C o u n c il  fe e ls  that I t  cannot issue a statement 

at this time and e s p e c ia l l y  as  much i s  being  done. Cutbacks are increas

ing faster  than  i s  g e n e r a lly  known and the Armed Services are meeting 

resistance to t h e ir  dem ands. I t  may be  that the Armed Services are en

gaging in  p s y c h o lo g ic a l  w a r fa r e  a g a in st  Japan and really  do not expect 

to obtain or u s e  a l l  th a t  i s  b e in g  demanded. But, be that as it  may, 

there is  no q u e s t io n  th a t  the  w ings o f  the Armed Services have been 

clipped.

TCCLES s a id  h e  had  ta lk ed  to the President and Vinson about 

this m atter and th e re  i s n * t  any  q u estio n  in  h is  mind that they are putting 

pressure on the Army an d  N av y . Cutbacks commencing in  Ju ly , for  the third  

quarter as  compared w it h  M arch , amount to 20  per cent and by the end of 

the year w i l l  be  30  p e r  c e n t . I t  i s  expected in  the f i r s t  quarter of 

next y e a r , cu tbacks  w i l l  be 38 per c e n t . This may create temporarily 

3-4 m il l io n  unem ployed w h ic h  ju s t  at  t h is  time may have an anti- inflationary  

effect by k ee p in g  p e o p le  from  spending  too much and also  from speculating 

in real e s t a t e . F u r th er m o re , t h is  unemployment w i l l  tend to move people 

from re g io n s  o v ^ r s u p p l ie d  w ith  manpower to such regions where there i s  s t i l l  

demand fo r  m anpower. E c c le s  w ent on to say the P resid en t  had agreed with 

him and E c c le s  h a s  l i t t l e  doubt th at  w h ile  the Presiden t  w ill  have to 

keep p o l i t i c a l  c o n s id e r a t io n s  in  m ind , he w il l  do everything that is  pos

sible to c u r t a i l  u n n e c e s s a r y  exp en d itu res  by the Armed Services.

ifcKEE a g r e e s  t h a t  i t  w ould  no t  be desira b le  for the Council to 

issue a statem ent ju s t  a t  t h is  tim e .

ECCLES t h in k s  on the whole  the OPA has done an excellent job 

and that c o n tro ls  w i l l  h av e  to be m aintained  for some tim e.

The m e etin g  a d jo u rn ed  a t  1 : 2 0  P .  M.

N o t e : N e x t  m eetin g  o f  the C o uncil should be September 16- 17.
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