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M I N U T E S  O F  M E E T I N G  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

September 16, 1945
The third statutory meeting of the Federal Advisory Council for 1945 was convened in Room 937 of the Mayflower Hotel, Washington, D. C., on Sunday, September 16, 1945, at 2:00 P. M., the President, Mr. Brown, in the chair.

The printed minutes of the meetings of the Federal Advisory Council of February 18-19, 1945, and M ay 13-14, 1945, and of the monthly meeting of the Executive Com­mittee of June 13, 1945, copies of which had been previously sent to the members of the Council, were approved.
The President of the Council stated that the Secretary of the Council had been asked by the United States Government to go to Europe, and, therefore, was applying for a leave of absence from his duties as Secretary of the Council. It was unanimously voted to grant the Secretary an indefinite leave of absence in order, temporarily, to enter the service of the United States Government. It was unanimously voted to elect Mr. Herbert V. Prochnow, Assistant Vice President of The First National Bank of Chicago, as Acting Secretary, during the absence of Mr. Lichtenstein, with all the powers of the Secretary of the Council.
In discussing the Full Employment Act of 1945 (S. 380), the members of the Council expressed sympathy with the general objectives of the bill but believed it would be unwise for the government to prophesy about the future of business and to be compelled 

to guarantee full employment.
There was considerable discussion regarding the proposed rates on loans to be 

extended by the Export-Import Bank.
On the question of the disposal of surplus goods, the Council felt it was not in a 

position to express an opinion because it did not have adequate facts.
In considering Regulation W the Council, with a minority of one, concluded that Regulation W should not be accepted as a permanent part of our economy and that it should be gradually relaxed and finally abolished on each type of goods as the goods 

come into adequate supply in the markets.

Present:
Mr. Charles E. Spencer, Jr. Mr. John C. Traphagen Mr. William Fulton Kurtz Mr. John H. McCoy Mr. Robert V. Fleming Mr. Keehn W. Berry Mr. Edward E. Brown Mr. Ralph C. Gifford Mr. Julian B. Baird Mr. A. E. Bradshaw Mr. Ed H. Winton 
Mr. George M. Wallace Mr. Walter Lichtenstein Mr. Herbert V. Prochnow Secretary Acting Secretary
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The Council decided to ask the Board for its opinion regarding present m argin  requirements.
All members of the Council were in favor of taking the steps necessary to elim inate  the special Treasury licensing of banks.
The meeting adjourned at 5:20 P. M .

HERBERT V. PROCHNOW ,

A cting Secretary.
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M I N U T E S  O F  M E E T I N G  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

September 17, 1945
At 10:15 A. M ., the Federal Advisory Council met 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. Charles E. Spencer, Jr., Vice Presi­dent; Messrs. John C. Traphagen, William Fulton Kurtz, John H. McCoy, Keehn W. Berry, Ralph C. Gifford, Julian B. Baird, A. E. Bradshaw, George M. Wallace, Walter Lichtenstein, Secretary, and Herbert V. Prochnow, Acting Secretary.
Absent: M r. Robert V. Fleming 

M r. Ed H. Winton
Mr. Brown summarized briefly each of the subjects which had been discussed by the Council on the preceding day. There was agreement with his summary.
The m eeting adjourned at 10:25 A. M. HERBERT V. PROCHNOW,

Acting 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  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

Septem ber 17, 1945
At 10:45 A. M ., a 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. Eccles; Vice Chairman Ronald Ransom ; Governors M . S. Szymczak, John K. M cKee, Ernest G. Draper and R. M . Evans; also M essrs. E llio tt  Thurston, Assistant to the Chairman; Chester Morrill, Special Adviser to  the Board of  

Governors; Bray Hammond, Assistant Secretary of the Board of Governors; J. J. Connell, General Assistant, Office of the Secretary; W alter W yatt, General Counsel; George B. Vest, General Attorney; Woodlief Thomas, Director, D ivision of Research and  Statistics; Leo H. Paulger, Director, Division of Exam inations; Edward L. Smead, Director, Division of Bank Operations; Carl E. Parry, Director, D ivision of Security Loans; Bonnar  Brown, Assistant Director, Division of Security Loans; Robert F. Leonard, Director, D iv i­sion of Personnel Administration, and Liston P. Bethea, Director, D ivision  of A dm inis­trative Services.
Present: Members of the Federal Advisory Council:
Mr. Edward E. Brown, President; Mr. Charles E. Spencer, Jr., Vice President; Messrs. John C. Traphagen, William Fulton Kurtz, John H. M cCoy, Robert V. Flem ing, Keehn W. Berry, Ralph C. Gifford, Julian B. Baird, A. E. Bradshaw, Ed H. Wrinton, George M . Wallace, Walter Lichtenstein, Secretary, and Herbert V. Prochnow, A cting  Secretary.
A general discussion took place regarding the Full Em ploym ent A ct of 1945 (S. 380).
In a discussion of the foreign credits to be extended by the Export-Im port Bank, the Council expressed the hope that the rates would not be fixed at so low a level that they would prevent refunding and resale of the obligations and would freeze the assets  of the Export-Import Bank for too long a period. The Chairman of the Board of G ov­ernors made a lengthy statement regarding loan negotiations with the British.
The question of surplus goods was only briefly discussed as the Council did not feel it had adequate facts to express an informed opinion.
A lengthy discussion took place on Regulation W and the possibility of relaxing the  controls as soon as adequate supplies of goods come into the markets.
The Council asked whether the Board was considering any changes in margin requirements and was informed that no changes were contemplated at present.
Both the Council and the Board were in accord regarding the desirability of elim ­inating the special Treasury licensing of banks. Mr. Fleming agreed to prepare a resolution to be given to the Board of Governors requesting the elimination of this special licensing, and the Board agreed to send the resolution to the proper government authorities.
The meeting adjourned at 1 :20 P. M.

HERBERT V. PROCHNOW,

Acting Secretary.
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NOTE* T h is  tra n sc r ip t  o f  the Acting 

S e c r e ta r y 1s no tes  is  not to be regarded 

as complete or n e c e ss a r ily  e n tir ely  

a c cu r a te . The tran scrip t  should be con­

sidered  as b e in g  s t r ic t ly  fo r  the sole 

use  o f  the members o f  the Federal Advisory  

C o u n c il .

H .  V . P .

A c t in g  S e c r e t a r y ’ s notes on m eeting of

the F ed eral A d v is o ry  Council on September 1 6 ,

1 9 4 5 ,  a t  2 :00  P .  M . , in  Room 937  o f  The 

M ayflow er H o t e l , W ashington , D, C .

A l l  members o f  the Federal A dviso ry  

C o u n c il  were p r e s e n t .

The p r in t e d  m inutes o f  the m eetings o f  the F ederal Advisory  

Council o f  F ebru ary  1 8 - 1 9 , 1 9 4 5 ,  and May 13-14-, 1 9 4 5 , and o f  the m onthly 

meeting o f  the E x e c u t iv e  Committee o f  June 1 3 ,  1 9 4 5 , copies o f w hich  

had been p r e v io u s ly  sent  to the members o f  the C o un cil were a p p ro v ed .

The P r e s id e n t  o f the C o u n cil  stated  that the Secretary  o f  the 

Council had  been asked  by  the U n ited  States  Government to go to E u r o p e , 

and, t h e r e fo r e , was a p p ly in g  fo r  a le a v e  o f  absence from h is  d u t ie s  as 

Secretary  o f  the C o u n c il ,

On m otion made by M r , Flem ing  and seconded by M r. K u r t z , i t  

was unanim ously  voted  to grant the Secretary  o f  the C o un cil  an i n d e f in it e  

leave o f  ab se n ce  in  o r d e r , tem p o rarily , to en ter  the serv ice  o f  the U n it e d  

States G overnm ent.

On m otion  made by M r . Flem ing and seconded by M r. K u r t z , i t  was 

unanim ously v o te d  to e le c t  M r . Herbert  V . Prochnow , A s s is t a n t  V ic e  P r e s id e n t  

of The F i r s t  N a t io n a l  Bank o f  C h icag o , as A c t in g  Secretary  d u r in g  the absen ce  

of Mr. L i c h t e n s t e i n . I t  was u nderstood  th at  by  th is  vote  he  was g iven  a l l  

the powers o f  the S e cre ta r y  o f  the C o u n c il , in c lu d in g  the r ig h t  to draw 

checks on the  fu n d s  o f  the F e d e r a l  A dviso ry  C ouncil and to tra n sa c t  such 

other b u s in e ss  a s  h a s  been custom ary for  the Secretary  o f  the  C o un cil  to 

handle .

FULL EMPLOYMENT ACT OF 194-5. ( S . 380)

K u r tz  says  i t  i s  very  dangerous to have a u t h o r it a t iv e  statem ents 

made by the P r e a id e n t  and o th e r  o f f i c i a l s  as  to busin ess  c o n d it io n s  in  the 

fu tu re . I t  ten ds  to acce n tu a te  d epressions  and booms. P r ev io u s  e x p e r ie n c e s  

with *ruch s t a te m e n ts , such as  those made at  v ar io us  timos by M e ssr s . M ello n  

and Hoover, showed the danger  o f  such statem ents*
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Brcm n. The question  seems to him not a fa ir  one to ask of the 

C o u n c il , O f  c o u rse , everyone wants ^ull employment, but to ask tho 

Government to -guarantee f u l l  employment is  a very d ifferen t  m atter, 

v’hat is  needed is  th a t  everyone should have an opportunity to work.

The so- called B i l l  o f  Rights in  the proposed law is  to be regarded as 

v e r v  q u e s t io n a b le . Forecasts are  im possible . The Council should go 

on record  that i t  i s  in  favor o f  f u l l  employment but that i t  does not believe  

that the p ro v is io n s  o f  the b i l l  can be carried  out .

G if fo r d  c a l l s  attentio n  to the bearing  o f the movement of masses 

o f  people on t h is  whole  problem .

Kurtz c a l l s  atten tio n  to the statement on pages t?ro and three 

o f the b i l l  which  he  regards as excellen t  and i f  the matter stopped there , 

the b i l l  would be e n t ir e ly  s a t is fa c t o r y .

Berry  b e l ie v e s  the C oun cil should state  that i t  i s  in  agreement 

w ith  the o b je c t iv e s  o f  the b i l l ,  but that i t  should not go into  d e t a i l s .

B a ird  says the C ouncil should not pass a resolution  endorsing  

the b i l l .  There i s  great  danger that the b i l l  w i l l  create m achinery by 

which i t  w i l l  u n d er ta k e  to make fo recasts  which would be very dangerous.

B r o ^n . A l l  we can do i s  to say that the Council is  in  sympathy 

w ith  the o b je c t iv e s  o f  the b i l l ,  but that i t  is  dangerous to prophesy 

about the fu tu re  o f  b u s in e s s , and Government should not b<* compelled to 

guarantee  jo b s . He agrees  there  should be an opportunity  fo r  everyone to r o r k , 

but th at  i t  i s  no t  the same as g iv in g  a guarantee.

Bradshaw  th in k s  i t  would be a m istake to pass any r e s o lu t io n .

McCoy says in  a d isc u ss io n  at  the Federal Reserve Bank at  

C le v e la n d , i t  was e v id e n t  that the d irectors  o f i t  were opposed to the 

p re se n t  b i l l .

W in  ton doub ts  the wisdom o f th is  b i l l .

S p e n c e r . F la n d er s  th inks  the present b i l l  unworkable. Spencer 

b e lie v e s  the  C o u n c il  should  not pass any resolu tion  but i f  i t  d i d , i t  

3hould make i t  c le a r  th a t  i t  regards the whole scheme as unv.'orkable,

B a ir d  n o in ts  out that no money has been appropriated  in  the

b i l l .

Brom  says e x p ec ta tio n s  are be ing  held  out nh ich  cannot be

r e a l i z e d .
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G i- 'fo rd  a g r e e s  *rith th e  r e s t  i n  t h a t  th e  C o u n c il  s h o u ld  n o t  

ta k e  a n y  a c t i o n .

F a l l a c e  a g r e e s  w i t h  th e  o t h e r  m em bers.

T r a p h a g e n  a g r e e s  w i t h  th e  o t h e r  m em bers.

B e r r y  s t a t e d  t h a t  i n  h i s  v i e w ,  the  C o u n c il  s h o u ld  n o t  p a ss  

a r e s o l u t i o n  b a t  t h a t  t h e  P r e s i d e n t  o f  th e  C o u n c il  v e r b a l l y  sh o uld  

e x p r e s s  to  t h e  m em bers o f  th e  B o ard  o f  G o vern o rs  the  v ie w s  o f  the m em bers 

o f  th e  C o u n c i l .

T h e r e  was g e n e r a l  a g r ; ement t h a t  t h is  sh o u ld  be d o n e .

F l e m in g  a t  th e  en d  s t a t e s  t h a t  the P r e s id e n t  o f  the C o u n c il  

sh o u ld  e s p e c i a l l y  o o i n t  o u t  the  d a n g e r  o f  s h a t t e r in g  r e a c t io n s  i f  th e  

P r e s i d e n t  o f  th e  U n i t e d  S t a t e s  u n d e r t o o k  to p r e d ic t  the  u t u r e .

PO;~. :iuN  C H 5 D IT S  AND IN T E R N A T IO N A L  FINANCE

B r o ’m  s t a t e s  t h a t  he  i s  P r e s i d e n t  o f  an A d v is o r y  Committee 

to a d v i s e  t h e  E x p o r t- Im o o rt  Bank on i t s  g e n e r a l  p o l ic y  on f o r e i m  c r e d i t s .

I t  w i l l  b e  a b o u t  a  y e a r  b e fo r e  the B r e t t o n  ??oods program  w i l l  be in  

o p e r a t io n , an d  th e  E xp o rt- Im p o rt  Bank m ust f i l l  in  the  g a p . I t  i s  the  o n ly  

agency  now i n  a  p o s i t i o n  to  exten d  c r e d it  w ith o u t  C o n g r e s s io n a l  a c t i o n .  The 

E x p o rt- Im p o rt  Rank h a s  a b o u t  11  b i l l i o n  7 5 0  m il l io n  a v a ila b le  to be a l lo c a t e d  

to v a r io u s  E u r o p ea n  c o u n t r ie s *  He rcculd fa v o r  a l$> r a te  which i s  the  ra te  

on L a t i n —A m e ric a n  l o a n s .  He  b e l i e v e s  a r a te  would  lead  l a t e r  to r e fu n d ­

in g  an d  t j r e s a l e  o f  the  c r e d i t s ,  assum ing an improvement in  the s it u a t io n  

i n  the  c o u n t r ie s  to  w h ic h  the c r e d i t s  were e x t e n d e d . The Fxport- Im port 

3anK  h a s  e x t e n d e d  c r e d i t s  o r  h a s  them under co n s id era tio n  to H o l la n d , Denm ark, 

and  th e  Dutch  E a s t  I n d i e s  a t  a  r a t e  o f  3b% and w ith  th^ee  y ears  to use  the 

c r e d i t ? .  The  l o a n s  ’ 'ould  then  be funded  T?ith payments from the f i f t h  to 

the  tw e n t ie th  y e a r ,  w it h  an ave ra g e  m aturity  o f  tw elve  and a h a l f  y e a r s .

T.a.yne T a y lo r  s a i d  th e  U n ite d  S t a t e s  Government ra te  on i t s  s e c u r it ie s  was 

aro und  a n d  1 % a d d i t i o n a l  to cover the commission and r is k  w ould  give  

a 3., r a t e .  The S t a t e  Departm ent b e lie v e s  a un iform  pattern  i s  d e s ir a b le  

fo r  th ese  l o a n s ,  an d  in  w o rkin g  out d iplom atic  arrangem ents i t  ~rould  un­

d o u b ted ly  l i k e  to u s e  these  c r e d it s  and -~ates fo r  trading  p u rp o ses . A loan 

'as made to  F r a n c e  a t  a  2—3/8%  r a t e ,  but th is  was an exceptional case due 

to c e r t a in  le n d - le a s e  arrangem ents which had not been f u l f i l l e d  by u s . The 

S tate  Departm ent b e l ie v e s  the ra te  should not be over 3% and lo w e r , i f  

o s s i b l e .  The r a t e  f o r  the In t e r n a t io n a l  Bank would be p o ss ib ly  1 1 h ir h ^ r  

than the  3% r a t e  r^hich the S t a t e , T reasury , and Commerce Departm ents ap­

p a r e n tly  f a v o r . A r a t e  o f  3% would reduce th*= p o s s ib i l it y  o f  p r iv ate  

sources t a k in g  o v ^r  an y  o f  these  cr ed its  l a t e r .
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Flem ing f e e l s  tho ra te  should be such th at  u lt im a t e ly  

the loans could  be so ld  to p r iv a t e  sources , and that  a low ra te  

means more governm ent in te r v e n t io n  in  the. c r e d it  str u c tu re .

T rao h a g en . I f  a loan  to B r it a in  goes thro ugh , i t  w i l l  

have to be a t  a low  r a t e .

Brorn says the Export-Iraport Bank cannot make a lo a n  

of the s ize  B r i t a i n  w i l l  r e q u ir e , and Confinessional actio n  w i l l  

be needed .

Berry su g g ests  th at  fo r  a c tu a l  lo an s  a s a t is fa c t o r y  

rate should be made so that  th ey  can be re so ld  l a t e r ,  but th at  on 

loans which ar*3 e s s e n t i a l l y  g i f t s ,  the rates  should  be made so 

low that i t  i s  c le a r  they  are  g i f t s .

Broi-n does  no t  b e l ie v e  any  fo re ig n  o b l ig a t io n  w ith  the  

p o ssible  e x ce p tio n  o f  o b lig a t io n s  o f  Cuba and Canada could  be 

p u b lic ly  sold no w . The B r it is h  f e e l  they  cannot repay  loans  

un less  we encourage im p o rts , so an y  loan  made to B r it a in  ,r'o u ld  h av e  

to be fo r  a p e r io d  so long  and a t  a rate  so lo~ th a t  i t  w ould  be 

e s s e n t ia lly  a g i f t .

F le m in g . I f  the  U n ite d  S t a t e s  makes a gr ant or a s i f t  

to the B r i t i s h , then  B r it a in  sh o uld  re co n sid e r  such m atters as 

Im perial P r e fe r e n c e  and a b o lis h  i t s  c a rte ls  in  ru b b er  a n i  t i n  so 

that we would r e c e iv e  f a i r  treatm ent in  these  m a t t e r s . A l l  p ro b ­

lems o f  t h is  c h a r a c t e r  should  be d isc u ss ed  w ith  the P r it ls h  i f  a 

grant i s  c o n s id e r e d .

K u r t z . !fny should  we h e lp  pay  o f f  B r i t a i n * s  debt to 

In d ia  by g iv in g  B r i t a i n  a  gr.ant or g i f t ?  Such problem s sh o uld  be 

worked out f i r s t .

Berry  does n o t  b e l ie v e  the B r it is h  have to ld  e x a c t l y  

what they w i l l  do ’i t h  t h e i r  problem s l i k e  blocked  b a la n c e s  b e fo r e  

asKing u s  f o r  a lo an  or g r a n t .

Flem ing  t h in k s  the C o u n cil  *s comment?, should  be l im it e d  

to the Export-Iraport B ank*s  o p eratio n s  as we do not w ish  th a t  

Ban* to comnete where p r iv a t e  banks raipht extend  c r e d i t .

Brown does n o t  w is h  the Export-Iraport Bank to become 

frozen by m aking lo an s  a t  so low a ra te  as  to prevent th e se  lo a n s  

later  from b e in g  re fu n d e d  and  reso ld  to p r iv a te  b a n k s .
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W in t o n . In  the in t e r e s t  o f permanent peace and our own 

w elfare  we w i l l  p ro b a b ly , as the w o r ld 's  strongest n a t io n , have 

to make c o n tr ib u t io n s  to w orld  s t a b i l i t y . we shall f in d  i t  neces­

sary to t r a d e , but should be broadminded in  our a t t it u d e .

F lem ing  p o in ts  out that the average U nited  States  debt 

rate i s  1 .96 /6  which in c lu d e s  the b i l l s  and short-term o b l ig a t io n s . 

Those who fa v o r  a low  rate  fo r  the Fxport-Import Bank c r e d its  add

11 fo r  o v erhead  to the 1 . 9 6 ^  and arrive  a t  a "5% rate fo r  the 

Export-Import Bank . Ho w ever , i f  you take the longer term U n ited  

States o b l ig a t io n s , they  would  average h ig h e r  than 1 . 9 6 ^ ,  so 3%% 
would be n e a r e r  r ig h t  fo r  the Export-Import Bank r a t e .

Brow n. I t  i s  much easier  to reduce a rate  la t e r  than 

to r a is e  i t .  The v a r io u s  members o f the C ouncil seem to be in  

agreement on the s u b je c t , and he w il l  express the C o u n c il 's  

opinion to the  Board o f  G overnors .

SURPLUS GOODS

Flem ing  does no t  b e lie v e  th is  i s  a subject on which the 

Council may p ro p e rly  exp ress  i t s  judgment.

Brown agrees  w ith  Flem ing , but says the s it u a t io n  is  

not w orking  w e l l .  The problem  involves so many agencies o f  the 

Government, an d  has  so many com plicated asp ects  of ^h ich  the 

Council i s  n o t  s u f f i c i e n t l y  advised  that i t  could not g ive  an 

informed o p in io n .

Flem ing  r a is e s  the  question  o f whether the C o u n cil  

B ight  say  th a t  in  the in t e r e s t s  o f employment the law should be 

fo llo w ed ;

Bro^m does not b e lie v e  the C o uncil should express any 

o p in io n , b e c a u se  there  are  so many m atters regarding  the problem 

o f which the  C o u n c il  does no t  have s u f f ic ie n t  '’acts in  h a n d . This 

view  was co ncu rred  in  by a l l  the members o f  the C o u n c il .

REGULATION W

F lem ing  says some groups would l ik e  to continue th is  

Regulation  in  order  to le v e l  out economic peaks and v a l l e y s . The 

Board can t ig h t e n  or lo o sen  the controls but cannot a c t u a lly  term­

inate the R e g u la t io n . By lo o sen ing  the controls  i t  can in  e ffe c t  

reduce the power o f  the R e g u la t io n .

Brown agrees  w ith  Fleming that some groups would l ik e  to 

use the R e f l a t i o n  to le v e l  out our economic peaks and v a lle y s  and 

would l ik e  to make i t  a permanent part o f  our economy.
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Traphagen says he  does not know whether i t  can be done 

properly , but there is  som ething to be aaid  for preventing  many 

in d iv id u als  from m ortgaging t h e ir  purchasing power for a year or 

more ahead by in sta llm e n t  p u rc h a se s , and th is  is  a bad facto r  in  

our economy, acco u n tin g  in  part fo r  the great swings in  the b u s in e s s  

cycle .

K urtz  i s  f e a r fu l  o f  the co nditio n  that  w il l  fo llo w  i f  

several thousand banks now go in to  consumer cr e d it  w ith  terms 

g radu ally  b e in g  l i b e r a l i s e d .

G i f f o r d  th in ks  the m atter should no t  be brought up at

p resent .

Brown says many fin a n c e  companies and r e t a i l  stores are  

for  R egulatio n  W fo r  the p ro te ctio n  i t  a ffo r d s  them . He would 

l ik e  to see R e g u la t io n  W and s im ila r  controls  e lim in a te d , but 

doubts whether t h is  i s  the time to suggest com plete e lim ina tio n  o f  

R egulation  W .

B a ird  th in k s  the problem  should be broken down and con­

sidered  from the  stan d o o in t  o f  d i f f e r e n t  l in e s  that  are  f in a n c e d  

in  th is  m anner. The bulk  o f  t h is  c r e d it  i s  in  autom obile 

f in a n c in g . There  i s  a co m paratively  small amount in  m o dern izatio n  

and hou sing  im provem ents . I f  the m odernization  fe a tu re  could  be 

l i b e r a l i z e d , i t  w o u ld  h e lp  employment.

Brown w ould  favo r  in  three or fo ur  months rem oving 

co ntrols  from f u r n i t u r e ,  w ashing  m achines , and many com m odities, 

as su pplies  In  the m arket o f  each commodity become ad eq u ate . How­

e v er , autom obiles c o n s t it u t e  one l in e  on which the co ntrols  a t  

present should  be r e t a in e d .

Trap h ag en  would l i k e  some way o f  p re v e n tin g  the e x c e sse s  

that le a d  to r e g u l a t i o n , and th in k s  a control such as R eg u la tio n  W 

is  d e s ir a b l e .

McCoy does not l i k e  anyone t e l l in g  the banks how they  

may le n d  t h e ir  f u n d s .

B a ir d  t h in k s  i f  any  r e g u la t io n  i s  too severe  the p eo p le  

w il l  d isp o se  o f  a  p a r t  o f  t h e ir  sav in g s  or bond h o ld in g s  to pur­

chase cars and o th ^r  com m odities. I f  you reg u late  sm all c r e d i t o r s , 

i t  is  e s s e n t ia l  to r e g u la t e  b ig  c r e d ito r s  as w e l l .

F lem ing  d is a g r e e s  w ith  Traphagen* He does not w i*h  a l l  

banking  fu n c t io n s  r e g u la t e d  from W ash in g to n , and R eg u latio n  ll< i s  

a type o f  co n tro l  w h ic h  he would  l i k e  to see e l im in a t e d .

McCoy a s k s  w hether the C o u n cil  would fa v o r  r e s c in d in g  

R eg u latio n  IT on J a n u a r y  1 ,  1 9 4 6 .
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Fleminp; says we cannot make that decision until we 

know what production is to be.

BroTvn summarizes the general view of the Council as

follows:

"The Council, with a strong minority of one, believes 

that Regulation W should not be accepted as a per­

manent part of our economy. As a substantial supply 

of goods comes into the markets, Regulation W should 

be relaxed. It should be abolished on each type of 

goods as it comes into adequate supply. The Regulation 
should not be liberalized on automobiles now, but the 
terms on housing improvements might advisedly be re­
laxed. The general principal should be to liberalize 
the Regulation as rapidly as possible, until it is 

abolizhed."

Fleming says if you allow one type of control you 
open the door to others.

MARGIN REQ U IR EM EN TS

Brown r a i s e s  th e  q u e s t io n  'rhether p r e s e n t  m arg in  

re q u ir e m e n ts  s h o u ld  nov; be r e c o n s id e r e d  a s  b e in g  too  s t r i n g e n t .

The c o n d i t i o n s  t h a t  p r e v a i l e d  when th e  m argin  r e q u ir e m e n t s  w ere  

r a is e d  to  75%  do n o t  now  p r e v a i l .  M any  ty pes  o f  goods  a r e  now 

coming i n t o  the  m a rk e ts  in  l a r g e r  and  l a r g e r  s u p p ly . Hn does 
not b e l i e v e  t h a t  fu n d s  i n  so la r g e  a volum e w i l l  f l o w  i n t o  the 

stock  m a r k e t , and  h e  w o nders  w h e th er  the  3o°.rd and  m any of its 
s t a f f  m ig h t  n o t  w elcom e the r e d u c t io n  o f  the m argin  re q u irem e n t  

to 50%.

T rap h ag en  say s  i f  the m arg in s  are  red u ced  he  b e l ie v e s  

th a t , w it h  a  b u s in e s s  boom, the s it u a t io n  might become dangerous  

w ith  e v e ry  Tom, D i c k ,  and  Harry getting in to  the m ark et ,

K u r tz  i s  n o t  In  :’avor o f  the change a t  t h is  tim e, as 

at p r e s e n t  the p u b l ic  m ight be encouraged  to s p e c u la t e .

Flem ing  s a i d  why no t  ask  the Board what i t  has In  mind 

on t h is  s u b je c t .

At the re q u e st  o f  the C o u n c il , the S e cre ta r y  read  the 

telegram  o f March 13  r e l a t in g  to m argin requirem ents .

Brov/n b e lie v e s  the 75% requirem ent u n w is e ly  r e s t r ic t s  

the freedom  that should  be allow ed  in  perfectly proper business 

tran sac tio n s . I f  the Council offers no o b jectio n , Bro^Ti w i l l  

inquire  from the Board what i t  has in  mind on th is  m atter.
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Flnto n  b e lie v e s  i t  would be unwise to take up 

Regulation V a t  t h is  tim e , though the m ajority  b e lie v es  i t  should 

be g rad u ally  r e la x e d . On the matter o f margin requirem ents he 

doubts whether the C o u n cil  can a ffo r d  at th is  time to make any 

suggestions on the s u b je c t ,

BroT.ii th in k s  i t  a d v isab le  to make the statement on 

Regulation  W as o u t l in e d  by him , as the question has already  gone 

to the Board , In  co nnection  w ith  m argin requirem ents, he b e liev es  

some government groups would welcome a reduction in  the req uire ­

ments, The Board m ight not wish to change so soon a ft e r  having  

just put the in c r e a s e d  m argin in to  e f f e c t , but the low ering  o f  

the m argin ^o u ld  make the market le s s  narrow ,

r in t o n  b e l ie v e s , w ith the country exp erien cin g  an in ­

creasing  number o f  s t r i k e s , that i t  m ight give the wrong im pression 

to reduce the m argins r e q u ir e d .

Traphagen th in k s  changing  the mechanics back to what 

they were before  the m argins were r a is e d  would be d e s ir a b le .

Brown th in k s  the Board should not only  s im p lify  the 

m echanics , but a ls o  b e l ie v e s  the 7 5 % margin is  too severe a 

r e s t r ic t io n  on the freedom  o f  e n t e r p r is e ,

K u rtz  says i t  m ight p lace  the Board in  an awkward 

s itu a t io n  to re v e rse  i t s  p o s it io n  so soon, w ith  the market h ig h e r  

than i t  was when the requirem ents were r a is e d .

W inton  t h in k s  the C o u n cil  should not make a d e f in it e  

recommendation on the  m argin req u irem ents , but favo rs  Brown1 s 

idea  o f  a sk in g  the Board  fo r  i t s  v ie w p o in t .

LICENSING  OF BANKS

Flem ing  says there  i s  some red tape that would have 

to be c le a r e d  up to e lim in a te  these  l ic e n s e s .

Brown says  the m achinery  is  p e r fe c t ly  u s e le s s  now and 

should be e l im in a t e d .

A l l  members o f  the C o u n cil  *e re  in  fav o r  o f  tak ing  the 

steps n e c ess a ry  to e lim in a te  the s p e c ia l  l ic e n s in g  o f  ban ks , and 

Bro?m is  to e xp ress  the  C o u n c il*s  view poin t to the Bo ard .

The m eetin g  adjourned  a t  5s20  P .  M.
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On September 1 7 ,  1 9 4 5 , at  1 0 s 15 A , M . ,  the 

Council met in  the Board Room o f  the 

F ederal Reserve  B u ild in g .

A l l  members o f  the Council were present ex­

cept M r . R obert V .  Flem ing and M r. Fd H .  W into n

FULL EMPLOYMENT ACT OF 194-5 (B IL L  3 .  380 )

Brovm sta te d  th a t  he would summarize b r i e f l y  befo re  

the m eeting w ith  the Board o f  Governors a t  1 0 :3 0  A . M . ,  each o f  

the su bjects  which h ad  been  d iscussed  by the  C oun cil on the  pre­

ceding d a y . In  co nnectio n  w ith  the F u l l  Employment A c t , Brown 

said a l l  the members o f  the C o un cil b e l ie v e  in  the e s s e n t ia l  id ea  

of f u l l  employment, and th ey  reco gnize  i t  m ight be n e c e s s a r y  fo r  

the Government to in ter v en e  i f  employment f e l l  to extrem ely  low 

le v e ls . Ho w ever , t h is  m atter i s  too la r g e  and co m plicated  fo r  

the C ouncil to d is c u s s  p r o p e r ly . I t  i s  d i f f i c u l t  to d e f i n e ,  fo r  

example, w hat i s  meant by  the r ig h t  to f u l l  employment. Does i t  

mean that each  worker i s  e n t it le d  to a c e r t a in  job? Even  the 

problem o f the proper d e f i n i t i o n  o f  the terms in  the b i l l  r o u ld  

require lo n g  c o n s id e r a t io n  by  the C o u n c il . The C o u n c il  i s  not 

in  a p o s it io n  to r e w r it e  the b i l l  to in co rp o rate  any  s u g g es tio n s  

it  might h a v e . The C o u n c il  a lso  b e lie v e s  that  i t  v'ould be 

dangerous fo r  the P r e s id e n t  o f  the U n ite d  States  to make pre ­

d ic t io n s , and Brovm r e c a l l e d  the orophesy  o f  fir. Hoover r e g a r d in g  

prosperity  b e in g  ju s t  aro und  the c o m e r ,  and M r . M e llo n *s  comment 

on the d e p r e s s io n . I t  i s  the judgment o f  the C o un cil  th a t  no 

u s e fu l  or  co n str u ctiv e  purpose  would be served  by  t h is  b o d y  in  

rendering  an o in io n  on t h is  m easure.

INTERNATIONAL FINANCE

B~own. The C o u n c il  f e e l s  th at  the  U n ited  S t a t e s  sho uld  

aid  in  the re- asta blish m en t  o f  war-damaged c o u n t r ie s . The  Export-  

Iaport Bank i s  the o n ly  agency  now a v a il a b l e  to extend  c r e d i t  

without a d d it i o n a l  C o n g r e s s io n a l  a c t io n . * t  w i l l  be a t  l e a s t  a 
year be fo re  th** In t e r n a t io n a l  Bank un der  the Bratton  Woods program  

can be e s t a b l is h e d . Brown in d ic a t e d  th a t  he  would a ls o  p re se n t  

the C o u n c il*s  p o s it io n  on the ra te s  to be f ix e d  on f o r e ig n  c r e d it s  

and would suggest th a t  such rates  be on a t  l e a s t  a 3-1/ 2̂  b a s i s .

By e s t a b l is h in g  r a te s  on a h ig h  enough l ^ v e l ,  i t  m ight be p o s s ib le  

later  w ith  any im provem ent in  the economic co n d it io n s  in  the  

countries o b t a in in g  the  l o a n s , fo r  these  c o u n tr ies  to r e f in a n c e  

the o b l ig a t io n s  and o b t a in  funds from p r iv a t e  so u rc e s . T h is  

procedure w ould  p reven t  the  Export-Im port Bank from becom ing 

frozen and ould  enab le  sound fo r e ig n  c r e d it s  to be rin a n c e d  

through p r iv a t e  s o u rc e s .
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SURPLUS PROPERTY

Brown p o in ted  out that there are co n flic tin g  views of 

various Government a g en c ies  on th is  m atter, and that the Council 

is  not in  a p o s it io n  to determ ine the m erits of these respective  

v iew p o in ts . The C o un cil a lso  does not know the fu l l  diplom tic  

background re g a rd in g  t h is  problem . Consequently , the Council does 

not b e lie v e  i t  i s  competent to give  an informed opinion on th is  

su b ject .

REGULATION W

Brovin stated  th at  a l l  members o f  the C o u n c il , except 

one, b e lie v e  i t  i s  no t  d e s ir a b le  to r e ta in  Regulation W as a 

permanent p ? r t  o f  our Government m achinery . The Regulation  should 

be re laxed  as r a o id ly  as goods come in to  the markets in  adequate 

supply. The terras on m odern ization  loans might w ell  be l ib e r a l i z e d . 

The R e g u la t io n  as i t  a p p l ie s  to fu rn itu re  and some other commodities 

should be r e la x e d  as r a p id l y  as these commodities come in to  the 

market in  s u f f i c i e n t  q u a n t i t i e s . On the other h an d , the R egulation  

as i t  a p p l ie s  to auto m obiles  should not be l ib e r a l iz e d  at  p resent .

MARGIN REQUIREMENTS

Brown s a id  th a t  the C ouncil w i l l  in quire  o f  the Board 

whether i t  i s  c o n s id e r in g  any  changes in  connection with  margin 

req u irem ents .

LICENSING OF BANKS

Brown s ta te d  th at  the C o un cil would suggest to the 

Board the d e s i r a b i l i t y  o f  e lim in a tin g  t h is  sp ecia l l ic e n s in g  o f 

banks as i t  i s  w h o lly  u n n e c e ssa ry .

The m eeting  a d jo u rn ed  at  1 0 :2 5  A . M
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0n Septem ber 1 7 ,  1 9 4 5 , a t  1 0 :4 5  A .M . ,  the 

C o uncil h e ld  a jo in t  m eeting with the Board 

o f  Governors o f  the Federal Reserve System 

in  the  Board Room o f  the Federal Reserve 

B u i l d i n g .

A l l  members o f  the Council were present  ex­

cept M r . Robert V .  Flem ing who jo in e d  the 

m eetin g  at  1 1 :1 5  A . M. The fo llo w in g  members 

o f  the Board o f  Governors were p r e s e n t :

Chairm an E cclesj V ic e  Chairman Ransom}

G overnors Szym czak, McKee, Draper and Evans; 

a l s o ,  M e ssr s . T h ursto n , M o r r il l , Hammond,

C o n n e l l , W ya tt , V e s t , Thomas, P a u lg e r , Smead, 

P a r r y , Brown, Leonard  and Bethea .

FULL EMPLOYMENT ACT OF 1 9 45  (B IL L  S .  38 0 )

B r o m . A l l  members o f  the Council are in  accord w ith  

the idea o f  f u l l  employment and r e a l i z e  that the Government m ight 

find i t  n ec essary  to in terven e  i f  employment f e l l  to extrem ely 

low l e v e l s . H o w ever , the  statem ents at  the beginning; o f  the b i l l  

are too vag u e . For  exam ple , the m eaning o f  the r ig h t  to employ­

ment needs c l a r i f i c a t i o n ,  and p o s s ib ly  i t  should r e a d , the 

opportunity fo r  em ploym ent. I t  i s  im possible  to p r e d ic t  economic 

peaks and v a l l e y s , an d  the measure m ight arouse hopes which co uld  

not be f u l f i l l e d .  The requirem ent th a t  the P r e s id e n t  should p r e ­

dict the fu tu re  i s  e x c e e d in g ly  d an g ero u s , Brown r e c a l le d  M r . 

H o o v e r s  rem arks t h a t  "R eco v ery  is  ju s t  around the co rner” , and 

Mr. M ellon fs statem ent r e g a r d in g  the depression  w hich  began in  

1929 . Both these  statem ents  had  bad  r e a c t io n s . The C oun cil i s  

not in  a p o s it io n  to r e w r it e  the b i l l  and other groups such  as 

the C . E . D . com m ittees have w r e s t le d  fo r  weeks w ith  the problem . 

It  would be un ’ i s e  fo r  the  C o u n cil  and the Board to go in to  a 

d etailed  d is c u s s io n  o f  the  m easure.

E c c l e s . Both the Board and the C ouncil are  in te r e s te d  

in economic s t a b i l i t y  and  should a s s i s t  in  p ro v id in g  such 

s ta b ility  in  so f a r  as  i t  can be done through m onetary p o l i c i e s .  

Monetary p o l i c i e s  h av e  h a d  l i t t l e  to do w ith  economic s t a b i l i t y  

compared w ith  'i s c a l  p o l i c i e s ,  i t  i s  the  Board ’ s th o u g h t , and 

P a r tic u la rly  h is  v ie w p o in t , that  we w i l l  have f a i l e d  to b r in g  any  

s ta b ility  to our economy u n le s s  we have f u l l  employment. Everyone 

agrees w ith  the o b j e c t i v e  o f  f u l l  employment, but there  is  a w ide  

fie ld  fo r  argum ent as  to what f u l l  employment should  b e . He 

suggests i t  m ight be b e t t e r  to u se  the term , economic s t a b i l i t y ,  

instead o f  the term , f u l l  employment. The emphasis should  no t  be 

on Government sp e n d in g  to a t t a in  economic s t a b i l it y  or f u l l  em­

ployment. He doubts w h eth er  the b i l l  w i l l  p a s s , and even i f  i t  

Passes, i t  w i l l  o n ly  be e f f e c t iv e  to the extent that  the  G o v em -  

n“nt im plem ents i t .
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Ransom sta te s  that w hile  the Federal Government has 

assumed r e s p o n s ib il it y  previously  fo r  eraplo;yment, th is  is  the f i r s t  

time that the law  has s p e c if ic a l ly  stated  that the Government is  

responsible  fo r  employment. Th is  is  a d is t in c t  departure  from 

tra d it io n . (E cc les  a g rees  with t h is  v ie w p o in t ).

McKee asks  whether in d iv id u a l  members o f  the C ouncil 

have heard  o f  any e f f o r t s  to promote the b i l l  in  t h e ir  a re a s . No 

one apparently  had h e a rd  o f  such e f f o r t s .

Eccles doubts whether there  is  any o rg a n ized  pressure  

and b e lie v es  that  even labor  is  not s a t is f ie d  w ith  the b i l l .

Brown does no t  b e lie v e  there  is  any c r y s t a l l iz a t io n  o f  

opinion in  lab o r  or o th er  groups. He states  that u n leg s  the 

Board w ish ed  to pursue  the m atter fu r th e r  the C ouncil would not 

expect to do so .

INTERNATIONAL FINANCE

Brown. The Export-Im port Bank i s  the on ly  agency  now 

a v a ila b le  fo r  fo r e ig n  f in a n c in g , u n le s s  Congress takes  fu r th er  

actio n . The Bank and the  Fund p ro v id ed  fo r  under the Bretton 

roods program can take  no p art  in  fo r e ig n  f in a n c in g  fo r  probably  

a y ear . The Export- Im port Bank has  a v a ila b le  about $ 1 ,7 5 0 ,0 0 0 , 0 0 0  

for fo r e ig n  lo a n s . T it h  few  e x c e p t io n s , the war- devastated r e g io n s  

cannot get the c r e d it  n e e d e d , so the  Export-Iraport Bank is  n e c e s ­

sary. No long  term c r e d it s  can be o b ta in ed  p r iv a t e ly  by the 

war t o m  c o u n t r ie s . N orw ay , H o lla n d , and Belgium , m ight in  a few  

years get p u b lic  lo a n s  a t  reaso nable  r a t e s , assum ing some im prove­

ment in  the  economy o f  each  n a t io n . I f  the rates  f i x e d  by the 

Export-Import Bank on such fo r e ig n  o b lig a t io n s  are  net  too lo w , 

the Banx may be a b le  to s e l l  these  o b lig a t io n s  in  a few  y e a r s .

The C o u n cil  u n d erstan d s  th at  loan s  in  the pattern  now b e in g  con­

sidered have  averag e  m a t u r it ie s  o f  12 to 13  years and ra te s  o f  

3 or 3 - 1 /2 $ . The C o u n c il  f e e ls  that  the rate  should no t  be below  

3- 1/2$ fo r  three  p r in c ip a l  reaso n s :

(1 )  A 3 - 1 /2 $  ra te  to some o f  the stronger  co u n tr ies

m ight perm it f in a n c in g  from p riv ate  sources l a t e r .

A 3?> r a t e  i s  too low and no p u b lic  r e s a le  could  

take p la c e  p robably  fo r  y e a r s . The C o u n c il  p re ­

f e r s  p r iv a t e  c r e d it  whenever p o s s ib l e .

(2) A low  r a t e  th a t  would  prevent r e fu n d in g  and r e s a le  

w ould  f r e e z e  the a s s e t s  o f  the Export- Im port Bank 

fo r  too lo n g  a p e r io d  and the B a nk *3 c r e d it  vo u ld  

soon be e x h a u sted .

Szvmczak agrees that the terms of the b ill  are not clear.
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(3 )  The In tern a tio n a l  Bank for Reconstruction and Devel­

opment would have rates  higher than the Export- 

Im port Bank. In  the Intern atio n al Bank the lo ss  

w ould  be shared by a l l  co untries , but in the Export- 

Im port Bank the lo ss  would be taken by the U nited  

S ta te s  a lo n e . The Council r e a liz e s  that d ip lom atic­

a l l y  these  loans may be used to achieve certain  

o b je c t iv e s  and there may be trad ing  on terms and 

r a t e s . (Flem ing jo ined  the meeting at  1 1 :1 5  A . M .)

The C o u n cil  r e a l i z e s  the need  fo r  f in a n c ia l  assistan ce  to foreign  

co u ntries , but wants as  much o f  th is  c r e d it  as possible  to be on 

& basis  th a t  w i l l  l a t ^ r  perm it refun ding  and r e s a le , and that w il l  

not r e s u lt  i n  f r e e z in g  the  Export-Import Bank. The rates  to L atin  

American n a t io n s  have been

McKee i s  su r p r is e d  that the Council confined  it s  atten­

tion on ly  to in t e r e s t  r a t e s  and d id  not emphasize more the terms 

of the c r e d i t .

Brov.n u n d er sta n d s  that the terras o f  these fo re ig n  loans 

are e s s e n t ia l l y  the same and that the prim ary point fo r  considera­

tion is  the  in t e r e s t  r a t e .

B e r r y . The lo a n s  are  p rim arily  on good f a i t h .

Szymczak. Denmark a lread y  has a rate  o f  3-1/2%, One 

of the problem s i s  w heth er  the Export-Import Bank should take 

over commitments th a t  have  a lre a d y  been made by other a g e n c ie s .

I f  these commitments a re  taken  o v er , there  is  the problem of 

arranging  a more or le s s  un iform  setup . France receiv ed  c red it  

at 2-3/8%, but  t h is  was a s p e c ia l  s it u a t io n  in vo lv in g  previous 

lend- lease a rran g em en ts . The Export-Import Bank is  not sup­

posed to o p erate  a t  a lo s s  and i s  not to compete, i f  p o s s ib le , vrith 

private  c r e d i t .  Form erly  the Export-Import Bank gave loans 

only to governm ents , but now i t  may make loans to American b u s i­

ness co ncerns  which  s e l l  ab ro ad .

E c c le s  says the  whole q u estio n  o f  fo re ig n  c r e d it  is  in  

a state w here  i t  has no t been  f u l l y  developed  and is  one o f  our 

■oat d i f f i c u l t  f i n a n c i a l  problem s. ?*ith the war o v e r , we are 

in c lin ed  to w ant to get  back to sound cred it  too soon and not 

reco-rmize the g r e a t  d i f f i c u l t i e s  w ith  which the w orld  is  con­

fro n te d . E c c le s  tra c e d  the developm ent o f  our war expenditures 

and the  c r ea tio n  o f  the  Government d e b t , and suggested  that many 

persons f a i l e d  to r e a l i z e  that  there  were sim ilar  problems in  

nations over the w o r l d . The problem  is  not so much a matter o f  

credit  as  i t  i s  a m atter  o f  the su pp ly  and demand o f  goods. In  

a sense there  i s  no such th in g  as  a good cred it  in  the world to­

day. He th in k s  a l l  n a t io n s , in c lu d in g  B r ita in  and F ran ce , made 

bad m istakes  a f t e r  the  l a s t  w a r . However, he commended B r it a in  

for what she h ad  done in  makinf? i t  p o ss ib le  fo r  the United  States
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and Ru ssia  to w in  the w a r . Many co u n tr ies , such as Sweden,

P ortugal, Egypt, and I n d i a ,  came out o f  the war econom ically 

better o f f  than they  were b e fo re . We should make a balance sheet 

of the n a tio n s  and use  i t  as a background in  co nsid ering  requests 

by fo r e ig n  n a tio n s  fo r  c r e d it . B r it a in  began the war with seven­

teen m ill io n  tons o f  sh ipp in g  and twenty b il l io n  d o lla r s  of 

foreign  in vestm en ts . Before  the w ar , her imports were paid  as 

follow sj 55% by e x p o r t s ; 2 3% by serv ices  other than sh ipp in g ;

13^ bv s h ip p in g ; and the balance out o f  foreign  investm ents . Her 

twenty b i l l i o n  d o l la r s  in  fo re ig n  investm ents are gone, and she 

is  about even w ith  the board in  th is  resp ect . She i s  approxi­

mately even on h e r  s h ip p in g . Her exports ere le s s  than 40% o f 

what she had before  the  w ar . B r it a in  is  now in  bad co nditio n  

and is  worse o f f  than Denmark, fo r  exam ple, because B r ita in  may 

not be a b le  to eat  w ith o u t  h e l p . However, there is  l i t t l e  ju s t i ­

f ic a t io n  in  p u tt in g  B r it a in  on h er  fe e t  in  order to h e lp  her  pay 

o ff  P o r t u g a l , E g y p t , and  In d ia  to whom she became s u b s ta n t ia lly  

indebted  dur ing  the war la r g e ly  because  o f  the payment fo r  goods 

and se rv ic e s  a t  i n f l a t e d  p r ic e s . C anada , on the other  h an d , gave 

B r ita in  g i f t s .  The amount B r it a in  owes Egypt, P o r tu g a l , A r g e n t in a , 

and c e r ta in  o ther  n a t io n s  should not be pa id  o f f  through loans 

from u s ,  a n d , in  a d d i t i o n , have us  give  loans to some o f  these 

n a tio n s . T?hat we g iv e  B r it a in  w i l l  probably  have to be on the 

basis  o f a loan  but a c t u a l l y  v/ill be a g ra n t . In  order fo r  

B r ita in  to pay  u s ,  we s h a l l  need an adverse  balance o f  trade 

when a c t u a l ly  we s h a l l  p ro b ab ly  have exce p tio n a lly  la rg e  e xp o rts ,

Fe may have  a la r g e  fa v o r a b le  balance o f trade at  the same time 

we have a dom estic boom. To the extent that  we take im p o rts , we 

shall be c e r t a in  to have  exports as the d o lla r s  r e ce iv e d  by 

fo re ig n  n a t io n s  w i l l  be spent h e r e . There is  some ju s t i f ic a t io n  

for Empire P r e fe re n c e  as  i t  enables B r it a in  to l i v e .  Our in t e r ­

est in  Em pire P r e fe r e n c e  i s  s e l f i s h ,  as i t  is  m erely the hope o f 

taking  some o f  the m arkets in  which B r it a in  s e l l s .  There are  

two fa c t o r s  to c o n s id e r  in  the B r it is h  s it u a t io n ;

(1 )  Y/hat stan dard  o f  l i v i n g  w i l l  B r it a in  try  to pro­

v id e ?

(2 )  How much w i l l  she spend on her  army and navy?

Eccles i s  in t e r e s t e d  in  p rev en tin g  the  spread o f  communism over 

the C o n tin e n t  and in  h o ld in g  down the in f la t io n a r y  tre n d .

Brown says  the C o un cil  i s  in  s u b sta n tia l  agreem ent, but 

purposely  co n fin e d  i t s e l f  to the q u e stio n  n arro w ly , s tr e s s in g  the 

matter o f  r a t e s . He b e l ie v e s  i t  was a m istake to put the 2 - 3 /8 ^  

French lo an  in  the Export- Im port Bank ,

E c c l e s . The French lo an  does not e s t a b lis h  a p a t t e r n .

The ^3 1 5 ,0 0 0 ,0 0 0  lo a n  to France and the ^ 2 4 0 ,0 0 0 ,0 0 0  French loan  

are r e a l l y  the outcome o f  lend- lease  arrangem ents and other excep­

tio n al f a c t o r s . There  w i l l  p ro bably  be a B r it is h  lend- lease  c r e d it
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for a b i l l i o n  d o l la r s . Th© 2- 3 /8$  rate  is  a lend-lease rate and 

not an Export-Import Bank r a te . Eccles believes the p o s s ib il it y  

of p r iv ate  fin a n c in g  is  qu ite  remote. The hieher rate meanB 

greater d i f f i c u l t y  fo r  the debtor in  p ay ing . Credit is  a second­

ary fa c t o r .

Brown says New York bankers believe  stronger countries 

like  Denm ark, H o lla n d , and Belgium  might be able to finance  p r i­

vately  in  two or three years  at 3 - 1 /2 $ ,

Eccles  b e lie v e s  the f i r s t  ten years o f m a tu r it ie s , 

averaging  f i v e  y e a r s , could  be sold with a 3$  ra te .

Brown. The judgment of New York bankers is  that a l l  

m aturities  could  be sold  at  3 - 1 /2 $ .

M cKee . & erhaps we can a l l  agree that the Export-Import 

Bank o b lig a t io n s  should be set up to provide eventually  for  a 

re s a le  and r e fu n d in g  so that there  is  a public  o utlet  for these  

s e c u r it ie s .

E c c le s  does no t  b e lie v e  private  fin a n c in g  can pos­

s ib ly  be done a t  p r e s e n t . I f  the situ atio n  changes, that is  

another m atter , bu t  the Government should not encourage anything  

but h igh  grade p ap er  fo r  sa le  to the public  or banks .

Brow n. The In t e r n a t io n a l  Bank would probably  sta r t  at  

3 $  p lu s  a com m ission o f  1 $ ,  or a to ta l  o f -4$. Th is  rate m ight 

then im prove,

E c c le s  stresses  that  he b e liev es  that  3$ is  a good

r a t e ,

K u r t z . I s  i t  p o l i t i c a l l y  p o ss ib le  to make the B r it is h

loan?

E c c le s  does no t know , but knows that there are  im port­

ant p u b lic  p o l i t i c a l  c o n s id e r a t io n s . No one favo rs  lendin g  

B r it a in  to pay  o f f  other c r e d it o r s .

Sp en cer  b e lie v e s  the 3- 1 /2$  rate  is  d e s ir a b le .

McKee suggests that  the rate  might be f ix e d  so that  

the Export- Im port Bank could  charge 3$  as long as i t  h eld  the 

p a p er , bu t  have  the  r ig h t  to r a i s e  to 3 - l /2 $ , i f  n ecessary , to 

p lace  the lo an  in  the hands o f  the public  through r e s a le .

Brow n . The rate  should  be high  enough to enable the 

Export-Import Bank to get o u t .
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Brown. So many ag enc ies  may have an in terest  in  the 

d isp o s a l  o f  these  goods and so many diplom atic problems may be 

involved  that the C o uncil does no t have adequate facts  to express 

an o p in io n . The C o un cil  b e lie v e s  the present Surplus Property  

Board should be re p laced  by an in d iv id u a l .

E c c l e s . M r. McCabe had asked the advice  o f the Board 

on t h is  m atter . There  is  a f e e l in g  that the d isp o s itio n  of sur­

plus goods and the extension  o f  foreign  credits  should be con­

sid ered  as one problem . The d is p o s it io n  o f  surplus goods may 

r e a l l y  mean the e x ten sio n  o f  c r e d i t , and those in  charge o f sur­

plus  sales  should  no t  make lo a n s . Loans should be made to pro­

v id e  fo r  the  s a le  o f  such goods .

REGULATION 7?

Brown. The members o f  the C o u n c il , w ith  one e x c e p t io n , 

b e lie v e  that  R e g u la t io n  ^  was introduced as a war measure and 

should  not be co n s id ere d  a permanent part o f  our national econ­

omy. As goods such as fu r n it u r e , washing m achines, and other 

commodities come in t o  supply , the Regulation should be r e la x e d .

I t  should be r e t a in e d  at  present on autom obiles, but i t  should 

be l i b e r a l i z e d  on h o u sin g  m o dern izatio n . The terms on housing  

m odern ization  w ere changed from 12  to 18 months in  June 19 4 5 *

Further r e la x a t io n  on m odernization  is  d e s ir a b le .

Ransom . The Board has never considered  the q uestio n  

o f  whether R e g u la tio n  W should be a permanent part o f our 

economy. H is  p erso n al o p in io n  is  that i t  is  not a permanent 

part o f our economy. I t  took four  years to b u ild  up Regula­

tio n  F ,  and i t  should  be r e la x e d  as ra p id ly  as p o ss ib le . Too 

many groups have  co nsidered  the Regulation as a co llectio n  

agency . E v e n tu a lly  the questio n  " d l l  have to go to Congress to 

decide  w hether t h is  type o f  se le c tiv e  cred it  control should 

become a perm anent p art  o f  our economy.

Brow n. Those re g istr a n ts  who favor the R egulation  wel­

come i t  as a p ro te ctio n  to t h e ir  operations and for the h elp  i t  

gives in  k ee p in g  out newcom ers.

Ransom . The wrong people l ik e  the R egulation .

E c c l e s . E ccles  expects a large  volume o f  in stallm ent  c r e d it . 

For the time b e in g , people  have money, but when we have a long  

supply o f  go o ds , we may f in d  automobile terms going: from 12  to 

36  m onths. A la rg e  expansion  o f  consumer c r ed it  to f i f t e e n  or 

twenty b i l l i o n  d o lla r s  would be the basis  o f  a real economic 

co lla p se .

SURPLUS GOODS
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Brown* A l l  the members of the C ouncil, with one excep­

tio n , do no t favo r  having  any regulation  such as Regulation W a 

permanent p art  o f  our economy.

Ransom doubts whether one type of selective  control 

would lead  to the adoption o f  others . He believes  that the 

answer to E c c le s  i s  that to make th is  permanent is  to adopt class 

l e g is la t io n .

B a ir d  p o in ts  out that in  housing  m odernization , labor 

is  a big fa c t o r  and that l ib e r a l iz a t io n  o f the Regulation would 

be h e lp fu l  to la b o r . M odern ization  fig u r es  are not n early  as 

large as autom obile  f in a n c in g , and m odernization would also  

help  h o u s in g .

Ransom would l ik e  to see the follow ing  three steps

adopted :

S tre a m lin in g  Program fo r  Regulation W

( I l l u s t r a t i v e  and tentative)

1 s t  Step  -

(a) G ive  up home improvement c r e d it s ; and

(b )  Lengthen m aturity  for "non purpose" 

lo an s  from 12 months to 1 8 .

2nd  Step  -

(a )  D e l is t  so ft  goods and minor items of 

h ard  goods, thus reducing l i s t  o f 

a r t ic le s  to 12-15 major d u r a b les ; and

(b )  G ive  up control of charge accounts as 

such and su b stitute  control o f  charge 

sa le s  o f  major durables reta in ed  on 

short l i s t

3rd  Step  -

(a )  G ive  up "non-purpose" loans a lto g eth er ; 

and

(b )  S im ultaneously  r e la x  do^n payment and 

m aturity  requirem ents fo r  m ajor durables 

r e ta in e d  on short l i s t .

In  the e n d , a "nonpurpose" loan  would be any loan  which 

is  not fo r  the ourpose o f  f in a n c in g  or re fin a n c in g  the purchase o f any 

autom obile or a n y  other a r t i c l e  on the short l i s t  of 12-15 m ajor durables*

now.

W a lla c e  th in ks  we should re la x  m odernization reg ulatio n s
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Rangom b eliev es  i t  desirable  to r e la x  m odernization 

requirem ents as  sp e ed ily  as p o s s ib le , but says some are a g a in st  

i t  now because i t  c o n fl ic t s  w ith  the price  control or 0 .  P . A .

E c c l e s . 0 .  P .  A . b e lie v e s  the ■'■hole question o f p rice  

control is  im p o ssib le  i f  the vario us  co ntrols , such as those on 

housing  m a t e r ia l s , Mre re laxed  now.

W a l l a c e . R e lax in g  o f  controls on m odernization should 

be h e lp fu l  in  r e t a r d in g  i n f l a t i o n .

E c c l e s . C onsidering  that certain  controls on housing  

are  being  tak en  o f f ,  he says there  is  no need fo r  rata in in g  

R egulation  W c o n tro l  on m o dern izatio n . The other housing co ntrols  

should p ro bably  not have been taken o ff} the r e s u lt  w il l  be that 

anyone can b u ild  a house anywhere and black markets in  m aterials  

may f l o u r is h .

MARGIN REQUIREMENTS

Brow n. The C ouncil would l ik e  to ask  whether the 

Board has c o n sid ere d  the p o s s ib i l i t y  of going back to the former 

50% b a s is , e l im in a t in g  p a r t ic u la r ly  the burdensome mechanics 

that were in tro d u c e d  in  the amendments. Many goods are a v a ila b le  

in  la rg e r  s u p p ly , and even i f  Europe takes some o f our goods, 

there  are  some o f  the more expensive  commodities which w i l l  

probably  no t  go to Europe.

E c c l e s . Do you th ink  the in fla t io n a r y  danger is  over?

Brow n. The prospect o f  a sudden serio us  in fla t io n  is  

not as great a t  p r e s e n t , but there  may be a gradual in fla t io n a r y  

trend  due in  la r g e  p art  to r i s i n g  labor c o sts . The danger o f a 

serio u s  upward movement o f  the stock market is  not as great as 

i t  w as.

E c c l e s . Even a 1 0 0 *  margin requirem ent would not stop 

I n f l a t i o n . F lo o r  traders  w ith  a small volume o f  credit  have 

great in flu e n c e  on the m arket. -H was hoped to reach these 

traders  w ith  the 15% r e s t r ic t io n . People not in  the market can 

go into  the m arket on the 15% baB is  or buy fo r  cash . He b e lie v es  

i t  would be e n t ir e l y  premature to reduce the margins or re la x  

the r e s t r ic t io n s .

McKee says a bank could make a small unsecured purpose 

loan to take care  o f  a borrower who had already  pledged h is  

c o lla t e r a l  and then w ished to borrow , for exam ple, for  ta x e s .

D r a p e r . Any actio n  on this  now would look bad .
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Brown. N everth eless , the Council vrould like to point 

out that fo r  every  flo o r  trader the Regulation restricts , many 

other persons are  greatly  inconvenienced.

(Szym czak  l e f t  the meeting at 1 :1 0  ? .  M.)

LICENSING OF BANKS

Brown says that the special Treasury licensing  is 

u s e le ss  now ,

McKee suggests that the Council might draw up a resolu­

tion on the su b je c t  to give  to the Board. A H  the members of the 

Board seemed to be in  accord w ith th is  suggestion.

Brorm asks  Flem ing to draw up a resolution to give to 

the Board su ggesting  th at  the requirement for licensing  by the 

Treasury  be r e s c in d e d  by the proper au th o rities . Fleming is to 

g ive  the r e s o lu t io n  to the Board who w il l  send it  to the proper 

a u t h o r it ie s  fo r  a c t io n .

rl9iaing a g rees  to prepare the resolution and follow 

through on it.

The meeting adjourned at 1:20 P. M.
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The Council reconvened in the Board Room 

of the Federal Reserve Building at 2s 15 P.M.- 
on September 17, 1945, to hear Mr. Woodlief 
Thomas, Director, Division of Research and 
Statistics of the Bo°.rd of Governors of the 
Federal Reserve System.

All members of the Council ?/ere present 
except Messrs. Kurtz and Gifford.

Thomas. The change from war to peace involves many 
complex economic problems. These problems necessitate wise 
handling if we are to assure fair treatment for as many people as 
possible and avoid future economic difficulties of large pro­
portions. Millions of people are being released from war jobs 
or military service. The future of these people is as uncertain 
as that of the business concerns to pyhcm they will look for 
employment. The output of civilian goods has been small relative 
to demands and must be increased as rapidly as possible. Individuals 
and businesses have large amounts of accumulated buying power in 
the form of liquid assets; they have also reduced their debts and 
the available credit is substantial. Foreign nations will 
wish large amounts of American products, and many of these nations 
have dollars or gold with which to finance their purchases.
Other  n a t io n s  w it h o u t  d o l la r s  o r  g o l d ,  w i l l  d e s ir e  lo a n s  f o r  th e  

purpose o f  m aking  p u r c h a s e s  o f  goods in  our m a r k e t s . From an 

annual ra te  o f  a p p r o x im a t e ly  & 1 0 0  b i l l i o n ,  F e d e r a l  Governm ent e x ­

p en ditu res  w i l l  p r o b a b ly  d e c l in e  to $ 6 0  b i l l i o n  by  Decem ber and  

perhaps to 4.5 b i l l i o n  by th e  summer o f  1 9 4 6 .  The outpu t f o r  

private  use  i s  e xp ec ted  to in c r e a s e  in  the  ne.nr fu tu r e  from  an 

annual ra te  o f  abo u t  <1*105 b i l l i o n  to $ 1 1 5  b i l l i o n  or more by  the 

end of the y e a r . The g ro ss  n a t io n a l  p ro d u ct  w i l l  d e c l in e  from  

an annual r a t e  o f  ^20 0  b i l l i o n  to about *$165 b i l l i o n  by the  y e a r  

end. R e le a s e s  from  war p ro d u c tio n  and the armed fo r c e s  w i l l  make 

av a ila b le  a la r g e  su pply  o f  l a b o r . So f a r ,  r e le a s e s  in  in d u s t r y  

have been c lo s e  to 3 m i l l i o n ,  but have s lack en ed  to about 3 0 0 ,0 0 0  

a week in  Sep tem ber . R e le a s e s  from the armed forces w i l l  p r o b a b ly  

reach a peak o f  over a  m il l io n  a month by ^ a r l y  1 9 4 6 . Many o f  

these r e le a s e d  persons have  been absorbed or withdrawn from the 

labor m arket. Unemployment i s  not large  y e t , perhaps 2 m i l l i o n , 

and those m aking  unemployment compensation claim s numbered about 

1 m illion at  the end o f  A u g u s t . Unemployment w i l l  p ro b ab ly  in ­

crease w ith  the re le a s e  o f  members o f  the armed s e r v ic e s . t I s  

possible that  7  or 8 m ill io n  w i l l  be unemployed early  in  1 9 4 6 ,  

and ,in  a d d it io n , some 3 or 4- m illio n  persons w il l  have withdrawn 

from the la b o r  m arket. The number o f  g a in fu l ly  employed, o ther  

than in the armed s e r v ic e s , may decrease from 52 m illio n  to about 

48 m illion  a t  the end o f  1 9 4 5 . In d iv id u a l  Incomes may d e c lin e  

from an annual rate  o f about $1 6 0  b ill io n  to about >135 b i l l io n  

by the end o f  1 9 4 5 . Personal taxes may decrease from around
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$20 b i l l io n  a y ear  to approxim ately $15 b i l l io n  at the end of 
this y ea r . The income a v a ila b le  for spending and savings may, 

th ere fo re , d e c lin e  from ^14 0  to $120  b i l l i o n .  In d iv id u a l  savings 

have been around S35-4-0 b i l l io n  a y ear , but are expected to 

decline  to about $20  b i l l io n  annual r a t e , compared vdth a pre ­

war average of &1 0  b i l l io n  or l e s s . In d iv id u a ls  have large  

accum ulations o f  l iq u id  a s s e t s . Personal h old in gs  of currency , 

dep o sits , and Government s e c u r it ie s  have increased  from $50- 60 

b ill io n  prewar to more than $ 1 4 0  b il l io n  now. There are i n ­

d icatio n s  th a t  accum ulated l iq u id  assets may not be fr e e ly  snent.

In  a survey co vering  a rath er  small a re a , i t  ^as  found that 

two-thirds o f  the savings are  h e ld  by people who receive  le n s  

than S 6 ,0 0 0  a y e a r . The sav ings  seem to be in  groups. The better  

educated , o ld e r  groups who have some plans for  the futu re  seem to 

have done a b e t t e r  job  o f  s a v in g . These people generally  say 

they are no t go in g  to draw down their  savings for .automobiles 

and other a r t i c l e s ,  but w i l l  u se  installm ent c r e d it . They may use 

th e ir  accum ulated  savings fo r  the purchase o f  hou ses , farms or 

other types o f  in vestm en t . In  some com m unities, however, the 

pattern does n o t  run t h is  w ay . In  g e n e ra l , the savings do no t 

sees to p re se n t  a th reat  to the prices  o f  consumer goods, bu t  - 

they m ight le a d  to serious speculation in  houses, farms and 
sto ck s . B u s in ess es  are  also  in  a h ig h ly  l iq u id  p o s it io n , the 

l iq u id  ass ets  o f  t h is  group having  increased  from about $20- $25 

b i l l i o n  to over $ 7 0  b i l l i o n .  (Traphagen l e f t  at  2 :4 0  P .  M .)  The 

fundam ental dilemma o f th is  p erio d  is  one o f a larg e  demand fo r  

goods and s e rv ic e s  a t  the same time that the supply  is  r e s t r ic t e d , 

a lthough  the manpower n ecessary  to in crease  output is  ra p id ly  

becoming a v a i l a b l e .  I t  i s  p o s s ib le  to have a serio u s  in f la t io n a r y  

th reat a t  the same tim e we have unemployment. There are some 

goods in  short su p p ly  which are  produced in  low wage in d u str ies  

to which w orkers r e tu r n  w ith  r e lu c t a n c e . I t  i s  e s s e n t ia l  to h e lp  

the unem ployed to jo bs  producing  goods as soon as p o s s ib le . On 

the other h a n d , i t  i s  n ecessary  to add as l i t t l e  as p o ss ib le  to 

the a lre a d y  s u b s t a n t i a l  accum ulated buying po "'er . The rap id  

removal o f W . P .  B . r e s t r ic t io n s , such as those r e la t in g  to 

h o u s in g , i s  l e a d in g  to a scramble fo r  certa in  goods . We could  

have a serio u s  i n f l a t i o n  due to v eterans  going back  to farms and 

due to the demands f o r  urban  r e a l  estate  and sto c k s . The re ­

moval o f  co n tro ls  to in crease  employment is  not d e s ir a b le  where 

goods are  s c a r c e . The supply  and demand fo r  many goods are  no t 

in  proper a d ju s t m e n t . P r ic e  r is e s  should only  be perm itted  where 

they  w i l l  b r in g  fo r t h  more goods* Foreign  c r ed its  should be 

managed to p re v e n t  b id d in g  fo r  goods where our supply  is  sh o rt .

should  be c a r e f u l  on the m atter o f reducing  t a x e s , fo r  we do 

not know w hat our exp en d itu res  w i l l  b e . There should  be a r e ­

du ctio n  o f  some e x c e s s  p r o fit s  tax  and there should be a r e d u c t io n  

in  the norm al co rp o rate  tax  to h e lp  the le s s  p r o f it a b le  enter­

p r is e s , There  sh o u ld  a lso  be some reduction  in  in d iv id u a l  income 

t a x e s . The g e n e r a l  p o lic y  in  the tr a n s it io n  from war to peace 

should  be to s t im u la te  the p ro du ctio n  o f  needed goods , d isc o urage  

consumer b u y in g , and  reduce s p e c u la t io n , as in  the case of
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In v en to rie s . The budget d e f ic it  during tho war has exceeded $50  

b il l io n  a y e a r . For the la s t  h a l f  o f  1945 , i t  w i l l  be $22  b i l l i o n ,  

which is  s t i l l  c lo se  to the war le v e l . For the f i r s t  h a lf  o f  the 

calendar year o f  1 9 4 6 ,  there may be about a S10 b il l io n  d e f ic i t ,  

which means at  the ra te  o f S^20 b i l l io n  annually , allow ing  fo r  a 

moderate tax  r e d u c t io n . In  the la s t  h a l f  o f 194-6, the d e f ic it  

may on ly  be $3 b i l l i o n .  The Treasury  could draw on it s  large 

working balance to cover a part o f the d e f ic it  th is  year and 

nearly  a l l  o f  i t  in  1 9 4 6 . The working balance o f  the Treasury 

was about $ 2 4  b i l l i o n  in  June and is  now about $15  b i l l io n . In  

peace tim e, i t  has  r a r e ly  exceeded 1 b il l io n  d o lla r s . However, 

i t  was a n t ic ip a te d  there  might be large  redemptions o f demand and 

m aturing o b l ig a t io n s . I f  there are  l®rge redemptions and payments 

fo r  unemployment, the Treasury may have to get &8 to $10  b i l l io n  

a n n u a lly  from the banks which rould  compare with the war-time rate  

o f  ^25  b i l l io n  a y ear  from the banks . This would mean an in crease  

in  bank d e p o s it s . I f  there are larg e  redem ptions, there is  a 

q uestio n  o f  how the money w i l l  be u s e d . I f  the money is  not 

sp ent , there  could  be unemployment; i f  the money ic  spent, there 

would be in creased  p ro d u ctio n ; but i f  i t  is  spent too r a p id ly , 

there might be i n f l a t i o n  and sp ecu latio n .

Brov.Ti b e lie v e s  that much currency is  in  the hands o f 

workmen who have no t  in  the past  o r d in a r ily  used banks .

Thom as. In  our su rv eys , the people would not in d ic a te  

th e ir  currency  h o l d in g s .

B a ir d . B a ir d  b e lie v es  t h r ift y  people who have bonds fe a r  

a campaign u r g in g  them to hold  th e ir  bonds, so they have b u ilt  

up t h ^ ir  currency  h o ld in g s .

Thom as. Our  survey showed many people would use th e ir  

bonds and sav ing s  b e fo r e  they would use th e ir  currency .

Brown a sk s  whether the resistanc e  to taking  lower pay  

and more d is a g r e e a b le  jobs i s  serio u s  and w id esp read . In  

Chicago there are  many jobs which the workers are  d e c l in in g .

How can wages be r a i s e d ,  or how can the same wages bn paid  fo r  

sho rter  hours w ith o u t  r a is in g  p r ic es ?

Thom as. People  have savings and the r e a l  pressure o f  

unemployment h as  no t y et  been f e l t  by them. He does not b e lie v e  

$25 a week w i l l  have  much e f fe c t  in  keeping people out o f  w ork .

The average  unem ploym ent com pensation is  nearer * 1 5 .0 0 .  In  New 

York , i t  i s  around  # 1 8 .

Brow n. When some u n s k il le d  hotel workers found they 

would o n ly  get  ^ 8 . 0 0  unemployment compensation in stead  o f  $25  

the unemployment problem  in  a p a r t ic u la r  ho tel s itu a tio n  was 

so lv ed .

The m eeting  adjourned  at  3 *2 0  P . MDigitized for FRASER 
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