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BY-LAWS OF THE FEDERAL ADVISORY COUNCIL

ARTICLE I. OFFICERS

The officers,of this Council shall be.a Presi

aSecre ary, a ﬁofwhom excectlthe ecretary, q aIéoVsleCreveP ggstlI(IIeerII:[keng{iv%' ocr%t Qed

ARTICLE 1. PRESIDENT AND VICE PRESIDENT
The duties of} ehP eSIdent shall be such as usually pertain to the office; in his absence
the Vice President sha

ARTICLE 11I. SECRETARY
r Il be a salari icer of th ncil. and his duties and compen-
satlons ﬁ%etf’ixgds Ba tItI)e Efé"‘cﬁu?/% orcr?m It.e Counci, and his duties and compe

ARTICLE IV. EXECUTIVE COMMITTEE
lve Commi i Article | of the by-laws, shall consist of
the Jresul;e e |cee (r)es etrg ear‘f1 Iﬂd Cf%tedﬂlrec%rcse of the by-laws, shall consit o

ARTICLE V. DUTIES OF THE EXECUTIVE COMMITTEE
dtspell be thed of th E(e?utlve 0 mIttee 0 keep in close touch with the
r overnorso eFec{ ral Reserv nb { %wew regula?&ens an &re
m tIons a?d C0 mumca{ esamej e ers o ouncl 0 SUggest to

uncII rom time to time, special matters for conSIderatlon
The Executive Commi ttee shall haye the power to fix.the time and place of holdin
its regufar ancIJ special mee Ings and meYhoé]s d? giving notice thereofa P J
Exec V Commlt ee shall have full.power, as officers of the Council, to act

for th ounm I)? ween mee Ings 0 tﬂe 6OUIICIP

Mi u sof t|n s of the Executive Co mltte shall pe kept and such.minutes
or digest t ereo J] ateEI forarce B it Ihee K

0 eac member 0 ounci
orjty, of the Executive Committee shall constitute a.quorum, and action of the
Commmee ShX” [)e y majorl\(y oIO mose present a? any meeéI ﬂg.

ARTICLE VI. MEETINGS

Re uI m et of heF eral A Y]|sorfy ouncil sh Il be held in the Cc}yNOfW
r}gto Lﬁ] %/ e mon F ruarez eP ember, an ovem
or-eac year un esso Ise i@ ttee

Irected by Xecut]
A prelimipary meeting of the Feder |AdVISO ouncil shall be.called. by the Secre-
tary Inpaccorcfenrc)e ﬁI rgstrucnonsq %e given Dﬁh r&resﬂent oft % nCIIe
lal. | I any ti I h President or th Ex
tive %%er%r% “%eeté I eecc(:‘ia edab tIIet Pr%sﬁlﬂ%'n? ﬁ%eoHyVI}rl tenersegaegtooft a%yt (Ileje
members o ounc
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ARTICLE VII. ALTERNATES

ardq Fﬁ S?g%fo theW—e eha]~ Eg \5es§%eﬁ|v ataB)(st’?lec eraé F%eseg\(ﬁ D'St Ct
ealﬂe;n e.50 aﬂg% sha have er| tﬁ g \Pr sent % @9 mee ns
CUssions o tgl oURCIT b hzﬁPpO' een B to vote, € right epar

ARTICLE VIII. AMENDMENTS
vote o?eaS emb 0r|¥\§/ orp?xebrenecril]w f ed hen&eenergla&?\ﬂgo yg g&n%ﬂspemal meeting by 2

March 9, 1947.
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL
March 9, 1947

The first and, or nlzat ting of heF I sor Council, for ear
arc aQSCanEd qg % o e R/Iayfower?qoal ashngton, LB% on un}ﬁ

Present:
Mr. Charles E. Spencer, Jr. District No. 1
Mr. W. Randol Burgess District No. 2
Mr. David E. | liams District No. 3
Mr. John H. Mc % District No. 4
Mr. Robert V FIe Ing District No. 5
Mr. J. T. Brow District No. 6
Mr. Edwar d E Brown District No. 7
Mr. James H. Penick District No. 8
Mr. Henry E. Atwood District No. 9
Mr. James M. Kemper District No. 10
Mr. Ed H. Winton District No. 11
Mr. Geor%eM Wallace (Alternate for Mr. Reno Qdlin) District No, 12
Mr. Herbert V. Prochnow Actmg Secretary

Absent: _
Mr. Reno Odlin

Proch/lnow Secre{]arg/l,phroBtlé r[gess was elected Chairman pro tem and Mr. Herbert V.

Th ecr ro te stat hatt P catlo had been received frO{n the
twe veE era ave ban heeec m helr r?sg%ectwe representatives
on the Council for tne year anceW| he above

The following officers were nommated and unanimously elected:

Mr. Eﬂ ard E. Brown, President
Mr. C ar es E S encer Jr., V|ce President
Mr. W ém 0 \}:\J/ Burgess, Director
Mr. Davi illlams, Director
Mr. John H. McCoy, Director

r. Ro ertV E mg Director

r. W ter Lichtensteln, Secrefary
r. Herbert V. Prochnow, Acting”Secretary
mption

e o e, 0 S pe ”ﬁﬁﬁ ga'r'ea@yi%aa“awsw 1 e

SeNce previously. grant
ar|I orah| nitéd” States overnment

M
M
M

a r ?
t0 continue RIS Services wi

s AT Al s i S vs e
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tion,. duly made and ded, the Council adopted the existing by-l
WhICh i %elod]nntlejdyannd”j1 attached to h e?ormael pr?theCd mindtes ¢ existing by-lans

%dltege?SeMretary re§g needr Sss{sl?gn]tc UIJII OrtftP |rs¥eﬁ;a 109#% BWJHﬁhad 8 m%ee”
0pIes 0 the regort 0 ous tot emem ers o t

en sent pre
wa ag) proved and ordere r]aced ¥ |e A’copy of the report is attache and ma e a
part of these minutes.

On motjon, dul made% ondig%the 0nfutﬁs of the meiet{rneqs of the Co(;mcd

on Octoher 6-/, 1946, De etin Executive
|ttee o? the Zfouncdon &?ogemberG 1946, copies o#wmc ngbeen sent previously to

the members, were approve

On mot|on dul ade and seconded, a resolutlon was adopted authorizin
Acting Secretary to )as each Federa(i Igeser 0. contrip utép %O%towar Bﬁ

secret naﬁ angrYnCIde tal expenses of the FegerzﬁnA visory Council for the year 15
and to draw upon It tlt])r that purpose.

The Council discussed the matter of preventive strike legislation. The Council also
discussed tﬂe proposed%ﬁj ? n% P J

Con5|derat|on wa lven.to the question of wh argin re UI ements rescr

P{y atld B %ulatlon f%r banEs shoufd E OWer tha ose pre@crﬁb db
egulation or roker

gues lon of whether the Boar ed of Governors

There was a dISCU on re ard|n
sho B Ve hm ut n%lte(ﬁ egu atd aut orlt In the leld of consumﬁr
cre |t or n]et rtere o %no feTe& re uamR dpo sumer credit, It was t
o Injon 0 ounC| that oard of Governors should not be given the power to
regulate consumer cre |t

e Council consjdered legislation which the Board of Governors had recommended
%’rergguur%/ permanent t ne authority to make direct purchases up to $5%|I[|on rom tﬁ

o There was a discussion at some length of proposed bank holding company legisla-

The Council discussed the desirability of a refunding bond issue.

A complete list of the tems on the a end r the meeting and the on 3|ons of
Fhe C unmPare to he foun In 1he éonﬂ?% emorandp (%a}ne Boar overnors
rom the Federal Advisory Council, which ows on pages

The meeting adjourned at 6:15 P.M.

HERBERT V. PROCHNOW

Acting Secretary.
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REPORT OF THE SECRETARY OF THE FEDERAL ADVISORY COUNCIL

For the Year Ending December 31, 1946
Balance on hand

December 31, 1945......... $ 5812.05  Salaries

............................................ $ 2,500.00
Conference EXPenses........... 987.74
Printing and Stationery........... 250.20
Assessments— Postage, telephone and
12 Federal Reserve Banks... 4,200.00 telegraph..... e 51.51
MiScellangous.........vvvesrvvesivns 1172
Balance on hand
December 31, 1946............... 6,150.88
$10,012.05 $10,012.05
Chicago, lllinois
January 10, 1947
To the Federal Advisory Council:

1 have audited the books, vouchers, and accounts of the Secretary of the Federal
Advisory Council for the year ending December 31, 1946, and certify "that the above
statement agrees therewith.

Respectfully,

THE FIRST NATIONAL BANK OF CHICAGO,

(Signed) J. J. Buechner
Assistant Auditor,
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MINUTES OF MEETING OF THE FEDERAL ADVISORY COUNCIL

March 10,1947

¢ Federal A I R f the M
flowertl-ﬂotel Washrngtone%er@ dvisory Council reconvened in Room 336 of the May-

Pr eesntr Wé g\{]a({dl r?wn Pegr/q nE hqé/” zharlesEHS'an rJr. V%%Pre
rrhn rMN\N? acer%gSemc en A M

|no ore alternate’ for Reno Odlrn er ert IDFgro now
Acting ‘Secretary

Absent: Mr. Reno Odlin,

The Cguncrl reviewed |ts conclusrgns of tne prevrous da){3 i

t t econc nstrc}nse rrene %]d H]e% ércr?crli {0 thte %ecpge?ar
Orf8 gHvas eIrvered to the ecretary of the Boar
arch

SR G
Z’:L %oard 0 {iog%rnolri

overnors at 10

The meeting adjourned at 10:42 A.M.

HERBERT V. PROCHNOW
Acting Secretary.
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CONFIDENTIAL

OARD OF GOVERNORS FROM TH
TIVE TO THE AGENDA FOR THE J
ING ON MARCH 11, 194/

L S otk e SRR R LA

After a carefu] discussion of various as ts of this question, the Council recom-
mends tha[ |tL 3ro pped f(rom heag en |

" LT e D R
% down tg an anludrn the worg “prescribe” in ling 1 at ine 14 star
e words “Any Federa eserve may guarantee.

he Caupcil co reed is item jointly with item 7 below. The maorrt ofthe
L 0 R
B r?eonl fer showrng trhét thol 18 ?Sbe hanr?leénthroug norma

anking channels
A minority of the Council was opposed to Bill S. 408 even with these amendments.

The Council’ fssup (irt with th SF afmendments of Bill 408 is %rven in the Relhef
that some (? ety valye is esra e To emergency credit Sifuat %Hd Wit

recommendation that t he tn%adt uarfijttee goweso Cerfain ther. govern-
Instancés should be ten%rnae

ment agen Ies, rJ cluding t reatly curtailed, and i many
In this. general connegtion, the.Council has alsa_considered H.R. 157 and would

pg rcr eth oardQ S Viewpoint on thps iﬁl th éoungrll_,s unanrmousw op-
3. Shoul%ehe margin requirements. l?r scribed utigtlthe qu%rd in its Regulation U for

banks ower than those Prescrine €] I' brokers?

At the resent time nd ordrnarr&y the Council wauld not favoraddffere tial
n#‘:t ri) urr m% s but the Council can concelve conditions under whic
a diffe ntra edesrrab

E FEDERAL
OINT MEET-

4, Consumr edét has. Practrcally each d the ar IeveI nd Hrobably will contrnue
ouncil Is awae | E atlr 15t be ermanen
n atrotnelg/

rISe.
es eto enac teen I\
? fn ﬁrtehut imited requla r;/ authori oud t ere et-neaera?
regulation of consumer-credi

The Council gnes ot believ h?t the %o uId be lven Fﬂo

?nsumer cred| ounc leves t aéoar tg el e a%r

0 Igures ref ecting

consymer edrt |f It re uIar Ve wide ubrpcp
outstanding voﬁume of consﬂmer crgg P y

8
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grrecF"arrdch%as%sr%%S’”ﬁ?:“ "D SEIReY A0 3 il SR R
OUHC ?] P f this measure] r\a EXPI'eSSIOH 0 d¥easons or contrary VIEWS
In case { Isagreement with t S recommendation

Th C uncl reco mendst at a errt ivgn for a rrod oft e years t

purc U |on Jrom the Ceasur o ncl

|ev t 7t would be g]vr revr a ter a ain een three
§ ﬁ] %ermrner he eeﬂ]anya useof e pow t

r rr)ve{ er ¢o trn ed or o Ia “Fﬂe
ounci! cannot bu bemrnd e{act ﬁ rst ri Eg} & arrous untrres
the een a common

Irect horro |n by a governmen cen ra

venicle or Inflat

b f Iér(\)/e eecstse he %%rr] tr]r()ld{

r}ﬁ unc F,nya di Informatio oar woud
now the Council’s genera

e tovard d?f'f ing company legislation.

L B

T Coel e e e e Bl e SRy
egrsaron |sc racter are esub ec 'is.one offeri
man te r emstat e oun Iwrl re uire ime tos
#ro ?e eprs {10 erﬂoem 10nS 0f | smembersgr Wrdegi v%r entan

?rtjr%pany Fe%créil %ae\r(s)rtgyagree N e p'rrrlr?crglggevrlr r%rr]s 0 %govern adPoﬁnH

" SR B SPRED SRS R o AT
garam
This item was discussed under item 2 above.

8. Would it be desirable to have a refunding bond issue?

The Cou rIb leves that it is desirable to have. a refunding bond | |ssue and |t
%rg\ﬂg rﬁ rari]r rat uajla 13 rnﬂuenc t}% Tt?re de%tato ermanentC In-
veﬁ or 3 rn

s
Fo ra ar
c1 ear urea ng bond.Issue of nof over two
b' |on olfars ner b(arb estrictions on sut%scrrpérons
the 1inés 0 thos su este ythe merrcan ankers Association
de Of reasury borrow
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

March 10, 1947

Federal Reserve Bulling Wasningion, b O Ce"PCroe@| 88 e oo e ﬁ’aﬂrthe

Present ERdwaJ rown Pe3|d r. Charle SP—F” r Jr Pre
Qr%nnMe wan Iylrgﬁemc aVI ” aW(S)o m f:ﬁr
eO{g M \W Fce (alternate Tor n and l\/lar ﬁerbert pF?r() now,
ng Secretary.
Absent: Mr. Reno Odlin.

Dr. Woodlief Thom ector of Research and Statistics spoke on the subject,
“EcongmitP rospects ot 4P ) P J

The meeting adjourned at 3:15 P.M.,

HERBERT V. PROCHNOW

Acting Secretary.

10
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S OF JOINT CONFERENCE OF THE FED

MINUTE E
THE BOARD OF GOVERNORS OF THE FED

N RAL ADVISORY COUNCIL
AND ERAL R

ESERVE SYSTEM
March 11, 1947

At 10:40 0in onferen e of the Fede Visqr nC|| and the_Boar
E{fGovernor Me Fae(%erat eserv ystem wasﬂ dh %Xa oom of the Fe eraﬂ
eserve BUI Ing, Washington, D

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

|rman arnn S Eccles: Governors Esrn&st G. Drager R. M. Evtarﬁ ame
V(avrera]r(r)tasn I, an awrence Clayton; aso Carpenter, Secretary of the Boar

Present Members of the Federal Advisory Council;

rown Pe3|d r Charle er, Jr., Vice President;
s N 8 Ilams Bsh ’{Bﬁc 0 FEb r%/ Ei;mm
aefojrg%t\?lw afa”SS r}a-?tegnggtlgh’or %Ed nW(aOndd Herbert . %?ﬁ]c now, cLtctlng ecre-

Absent: Mr. Reno Odlin.

h Presld nt of the Council reported thatalar e majority of the Council favored
Bill -Sr 308 WI'[ modi catclons (l;nt 0 respects: ge majority

It sh e restricted.in ifs application not to “any financing institution” but
to “c arte tf<|ng |nst|tut|onst Hg y J

L
A

. rantees and. commitments sh de only after a showing that the
loans coutJ not ehangle(? through norma angc annelsy Y

The Ch|a|rmarl1 of_the Boarq stated if hhe Councp twg d mall< e recommendations

along these lines t e Board would present the views 0 ouncil to the proper Con-
qres ona comm|t ee.
res| ent .Brown called attention t { and stated h unC|I Was
gosed do Bﬁ airman ot the oard olél l%Sovernors sal oard was a(fg
pposed to hIS b|II
The. President of the Council stat d that he Council rﬂ(res nt is ocpposed to a
fterendttﬁl In_marg %mremers asdB een brokers and % an con?ewe
at ere t|a destrable under different circu stance e halrnlan 0
oar stated that the |snot mgurgentaboutthlsmatter ut it eservescaref ul thought.

President I?Jown reported that in the éud ment of the C%Jncn the Board of
Governors shoufd not be given the power to regulate consumer cred

Chairman Eccles said that the.traditional credit contr oIs are ineffective now and
selective cre %nt control, EfE egufanona\% IS Necessary |nt e opinion otr ?t §oard

President Brown stated that the Council recommen uthort e |venf
a penog 0 ﬂtree years ?o maEe direct purcqnases up to gSe % romt X Pre sury

n
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as the oern 0 the Ole |I that it uId e vrsable to revrewt emattera
e end of th rs eermr erf ere een %% use owera a%
rpn the owr oul 8 r er contl oul ermitte
e uId mtf t

r

%H a h| or| a |n varro S countﬁre?
ernmen r m een acornm%r]r vehicle

an Etcles stated that the oar as no o Jectron to the three-year

;—bt

resrde%of the Co ncrh eﬁ (ied that the CPunﬁrl desir mgr]eirme t0 g Yr%

et e BEANTY e 10 et i procim.

onsi f"‘ se th
overnors t e |st0ryo

oarg

herewas a discuss oft esirapility of arefunding bond iss Itwassu ested
mem I)er Wﬂr gouncrldr aﬁt oar e/rts mfﬁuencg e reasur artoPy
continuing program 1,ua to frans ra H arto te tto er vestors
{ .br Pg 0 |n he near . Htu e a rerun mg ssueof oto er ars non-
Egrlﬁei{) anks, aér restrictions o scriptions on the neso

the Americah Ban ers Association Comm tteon rea ury orrowing,

Al
Ing' pro-

ose suggested

The Charrm n of he B ar]d (E gover ors reported that the Burldrng

at many of th rane es 0 ederal Reserve ban saredna uat B

P preciate h Councll makrng some recommendation regarding present buil
visions In the Federal Reserve Act.

The meeting adjourned at 1:25 P.M.

HERBERT V. PROCHNOW

Acting Secretary.
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

March 11, 1947

2:30 P.M. the.Federal Advisory C un il reconvened In the Board Room of the
Federa{l Reserve Bun |ng WashAngtony 8 ePresr?dent Mr. Brown, |dn Chafrr

Present: Mr, Edwa Brown Presrdgn& Mr, Charleﬁi1 Sﬂeniﬁr Jr., Vrc Pre -

nt:. Messr Ran r ss,. Davi liams
Eemln ésl'vgrown JO?Fn enick, enr H mes ¥npe Er
X}/lnton eorge M. Wallace alternate no O In), an Herbert V. Proc now,
cting Secretary.

Absent: Mr. Reno Odlin.

J some discussion, uncil aga roved . the followin resolr+ ion whr&h It was
e]e oudbesentt? the. oa EEGov nors wit acB erlnr‘iJ etter from. the President
t %r”rncrl both of whic oard might use publicly at Congressional hearings

" RESOLUTION
SR LR U G A R I
[) tricted. in .its a Elrcat dn ancl nsﬁlt ﬁp 0 c arter
r"B'rgerer“rn 2 @irnms e Al e i
Tete tﬂ F nee: n|t aé)pear% Q%eesat actr N 0f SUC Hje

ﬁr?ded 0 com raj
eserve bank that t SINess enter rise IS, U 00 taln requisite frnancra

assistance on a reasonable basis from the usual sources

A copy of the letter which accompanied the resolution follows:
My dear Governor Eccles:
oy, will Ieaefr denclosedarsolutro of the Federal Advisory Council on Bill
éo“r nP eeIP re%ﬁnt ﬁns rescﬂutron andp ?sot IS letter at any hearings
of ongressrona commr ees n the hill.

g R 0T o LS, 5, 0 i T g

Ive js desir
L g S S e T
Very truly yours,

(Signed) Edward E. Brown, President.

March 14, 1947

he Ho arriner S, Eﬁcles, Chairman
L
as |ng on£ 8

eSS T Tl e

a

ree shdu be se Pr?eoﬁfoar of %H sr e ouncl

w Jrsescron t0 Use t epream ble and reso |on pubticly at ongressronal hearings
13
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PREAMBLE
Iﬁlswn{gmthe know e fvar| us members ofth Federal dwsorg ]5” that
Bewor in 8ﬁce an§ Cl |t|es H‘ (Fumber oft ranc%eso E era eserve
N

anks are ¥v rha uate an £ Impass Ie for these branches to dischar 8
thelr. fu ctl(fns a atch ese con |t|0nsc nof be orrectg
(Iet&lpalt 3 e”rQ/Iete expen |t res perm tted un er paragraph 9, Section 1

RESOLUTION

R SOLVED, therefore, t the Federa] Advisory Council recommends the repeal
of paragraph'9, section ne Fegera ReserveyAc P

A copy of the letter which accompamed the above Preamble and Resolution follows:

March 14, 1947
My dear Governor Eccles:

You will please find enclosed a preamble apd resolution adopted by the Federal
Adwfor ou cﬁ ﬁelatlve to ara r&ipi% section 10 o¥ ?1 ederald&p?]er\f]yct You ma
feel Lise this Pream Bsolutlon In connectlon with the hearings o an?
Congressmna Committee on thls sunject

Very truly yours,

(Signed) Edward E. Brown, President.

The Ho arriner S. Eccles, Chairman
d\gvern rs of the

Waslqmgtgrsiegve étem

The meeting adjourned at 3:15 P.M.

HERBERT V. PROCHNOW

Acting Secretary.

14
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NOTE: This transcript of the Acting Secretary”s
notes Is not to be regarded as complete or neces-
sarily entirely accurate. The transcript should
be considered as being strictly for the sole use
of the members of the Federal Advisory Council.

H. V. P.

The Acting Secretary"s notes on the meeting of
the Federal Advisory Council on March 9, 1947,

at 2:10 P. Il., in Room 928 of the Mayflower Hotel,
Washington, D. C.

All members of the Federal Advisory Council were
present except Mr. Reno Odlin for whom Mr. George M.
Wallace served as an altemate.

On motion, duly made and seconded, Mr. W. Randolph Burgess
was elected chairman pro tem and Mr. Herbert V. Prochnow, Secretary

pro tem.

The Secretary pro tem stated that communications had been
received from the twelve Federal Reserve Banks, certifying to the
election of their respective representatives on the Council for the
year 1947.

On motion duly made and seconded, the following officers
were unanimously elected:

Mr. Edward E. Brown, President

Mr. Charles E. Spencer, Jr., Vice President
Mr. W. Randolph Burgess, Director

Mr. David E. Williams, Director

Mr. John H. McCoy, Director

Mr. Robert V. Fleming, Director

Mr. Walter Lichtenstein, Secretary

Mr. Herbert V. Prochnow, Acting Secretary

It was unanimously voted to extend the indefinite leave of
absence granted the Secretary of the Council iIn order, temporarily,
for him to continue his services with the United States Government.
In the Secretary"s absence, the Acting Secretary of the Council was
given all the powers of the Secretary. The salary of the Acting
Secretary was fixed at $2,500 which has been the Secretary®s salary
In previous years.

The Council readopted the existing by-laws which will be
printed and attached to the formal printed minutes.
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The Secretary presented his financial report for the year
1946, copies of which had been previously given to the members of the
Council, The report was approved and ordered placed on file. It
will be printed and attached to the formal printed minutes.

The minutes of the meetings of the Council on October 6-7,
1946, December 1-2-3, 1946, and of the meeting of the Executive
Committee on November 6, 1946, copies of which had been sent pre-
viously to the members, were approved.

A resolution was adopted authorising the Acting Secretary
to draw upon each Federal Reserve bank for -350.00 toward the
secretarial and incidental expenses of the Federal Advisory Council

for the year 1947.

SHOULD THE COUNCIL TAKE A STAND IN HAVING BANKS CLASSIFIED As
ESSENTIAL TO THE PUBLIC GOOD IN ANY PREVENTIVE STRIKE LEGISLATION

WHICH MIGHT BE CONSIDERED BY CONGRESS?
E. E. Bromn asks Willians to comment on this rtem.

Williams states that after further consideration of the
iten, he believes it should be withdramn from the agenda.

Burgess believes it is probably best not to ask for any
special position for the banks.

Penlck states that any attempt by the banks to £et iIn a
preferred position may give them trouble later.

Atwood Tfeels the same.

E. E. Bromm comments that IT banks are declared essential
to the public good, It may develop that re shall have some govermment
agency re™ulatin™ wages and still other phases of our operations.

Winton thinks i1t would not be desirable to seek a pre-
ferred position, and states it would be difficult t prove that
banks are more essential than many Industries.

E. e» Bromn says that with Williamsl consent, the mtr’mwill
be dropped from the agenda.

Williams agrees.

1H CJUN: CTION T;H m PKjPOSKP HILL S. API* IT IS SHGGF.ffrp TilAT CON-
S1D HilATION BE GIVEN TO THE DELETION OK THE FOLLOWING FROM THE FRO-

PQohD BlLbt SECTION 11, LINUi AND DO\%{% TU AND INCLUDING
THr, dp ID "P -rC :1BF" IN LINK 6 AND THAT LINE SFFFAKT WITH THE

WORDS ™"ANY FID.VtAL RESF3iVi: BANK MAY ~UAKANTtK™.

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



D* S* Brown states that there are a number of highly
controversial aspects of this legislation* There is, for example,
the question of whether ve may not end up with two agencies instead
of one if the Federal Reserve System is given this authority and the
powers of the R. F* C. are not curtailed*

Fleming asks why Williams wishes to delete the lines in-
dicated*

Williams replies that he wishes the power taken from the
Board and placed in the System,

E* E* Brown asks Williams his views on the bill generally*

Williams states that he would prefer haying these powers
in the Federal Reserve System rather than in the R* F* C. He would
not like to see the powers in both agencies* |If they cannot be ob-
tained for the Federal Reserve Svsten, then this bill should perhaps

be dropped.

Burgess states he would like to see the R. F. C* chloro-
formed* The R. F. C. did do a good job under Jesse Jones, but it
represents the Government in the banking business. The elimination

of the R. F. C. might help to cut the budget Il billion. The budget
situation is critical, and it may lead us in the wrong direction for
years to come. There is some value in having a safety valve, and

there is a fair chance to get rid of the R* F* C. The present bill
has limitations in the amount that would be available and the local

Federal Reserve banks also would be responsible for making the
guarantees and commitments. It would be desirable to change the bill
so that guarantees and commitments could be made only after an in-
vestigation indicated that the loans could not be obtained through
normal banking channels. The loans should come only through banks.
Burgess also believes that the guarantee should probably be less

than 90 per cent.

£. £. Brown asks whether support of the bill should be
predicated upon liquidation of the R. F. C.

Burgess believes it might be possible to get a verbal
understanding with Wolcott regarding the liquidation of the R. F* C.

Wallace asks what should be done with the R. F. C.

£* £* Brown vreplies that Jesse Jones believes it should
be liquidated. Brown thinks that the R. F. C. might be kept solely
for emergency purposes, such as disasters.

Burmese says that if the R* F. C* is kept alive, there is
always the possibility that its powers and activities in banking may

increase.
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FlemIng woulld much prefer giving these powers to the
Federal Reserve System. He calls attention to another bill, H.R. 157,
which creates an agency ior helping veterans who wish t go Into
business.

£. K. Brovm understands that "Banking' magazine has en-
dorsed H.R. 157 and he says that was a mistake.

Winton believes bill S. 4.08 should use the word '"banks"
and not "any financing institution'”. He does not believe iIn making
Council support of the bill contingent upon liquidation of the R. F. C.
He thinks it is better to talk with the proper authorities about
liquidation of the R. F. C.

Spencer favors the bill without tying it up with liquid-
ation oi the R. F. C., but would talk with the proper authorities

about liquidating the R. F. C*

Williams favors the bill with the suggestions by Burgess.
He fcould not tie up the support of the bill with the liquidation of
the R. F. C.

McCoy thinks that Eccles may have more in mind than what
appears on the surface of this bill. It might be used as a means
of injecting the Federal Reserve ban&s more into the banking business.
Instead of two banks sharing a loan, one bank might go to the
Federal Reserve bank and cut out its correspondent.

Burgess states this objection may be overcome by having
the guarantee apply only to loans that could not be handled normally
by banKs.

Fleming shares essentially the same views as Burgess.

J. T. Brown holds substantially the same views as Burgess.
He does not believe support of the bill can be tied up with the
liquidation of the R. F. C.

Penick Tfavors the bill with the suggestions that have been
made for changes in the language of the bill.

Atwood Ffavors the bill but would like to see the R. F. C.
eliminated; however, he realizes it may not be possible to tie in
support of the bill with the liquidation of the R. F. C.

E. S. Brcnra believes the term 'chartered banking institu-
tions”.should be used.

Kemper states he has studied the bill carefully, and he
hesitates to disagree with other members of the Council. However,
he feels the Council may be putting the cart before the horse. If
the Council approves the bill, it may merely be setting up another
government agency. When the Council votes to socialize the banking
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system, it nay rue the day. He is inclined to feel it is a mistake

to support the bill and that the R. F, C. will not be eliminated. The
amount available fo* the Federal Reserve banks to loan is snail and
the politicians may, therefore, not, vote to eliminate the R, F, C,

Wallace states he is against the bill. He agrees with
Kemper,

£. F» Brown reports that nine members of the Council are
in favor of the bill and tv'o are opposed. The support of the majority
of the Council is subject to the following changes in the bills
(1) it should be restricted in its application to chartered banking
institutions; and (2) guarantees and commitments should be made only
after a showing that the loans could not be handled through normal
banking channels, Bro™m also states that unless there is an objection,
he will report to the Board that the Council has considered Bill
H.R. 157 and srouid appreciate the Board*s viewpoint regarding the
bill, as the Council is definitely opposed to it,

SHOULD THE MARGIN REQUIREMENTS FRINISCRJBED BY THE BOARD IN ITS REGULA-
TION P FQK Banks BE LOWER THAN THOSE PRESCRIBFD IK RSGULATION T FOR

BROKERS?

E. E. Brown states that, historically, brokers were placed
under margin requirement regulations before the banks* He thinks
that Eccles favors a differential*

Spencer does not like the idea of a differential. It might
result in some of the customers of brokers running margin accounts
in the banks,

Burgess believes there might be times when the Board would
be justified in establishing a differential. However, he would not
favor a differential now,

Wallace does not favor a differential.
McCoy does not favor a differential.

J. T. Bro>n does not favor a differential.
Fleming does not favor a differential.
Penick does not favor a differential.
Atwood does not favor a differential.
Kemper does not favor a differential.
Winton does not favor a differential.

Wallace does not favor a differential.
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~N_ y> ProT?n reports that the entire Council is opposed to

a differential at this time. Under other conditions, a differential
might be desirable.

Burgess suggests that the Council report to the Board that
at the present time, and ordinarily, the Council ™ould not favor a
differential, but the Council can conceive conditions under ~hich a
differential might be desirable.

E. E. Brown. The Council 1is in agreement on the matter*
1IJNSUMiK CREDIT HAS PRACTICALLY REACHED THE PREWAR LEVEL AMD P30BABLY
?ILL CONTINUE TO RISE. AS TBS COUNCIL IS AWARE* IF REGULATION OF THIS
TYPE OF CREDIT IS TO 3E PERMANENT CONGRESS TILL HAVE TO >JIACT THE
ENABLING LEGISLATION. SHOULD THE BOARD BE GIVEN SOME DEFINITE BUT

LIMITED REGULATORY AUTHORITY IN THIS FIELD OR SHOULD THERE BE NO : .D-
EruiL REGULATION OF CONSUMER CREDIT?

E. E* Bro”™n states that the Council has discussed this
subject on many occasions and ordinarily there have been one or two

members of the Council *ho have disagreed with the aajority viewpoint.

Wallace believes the Board should not have the po”er to
regulate consumer credit.

Finton agrees.
Kemper agrees.
Atwood agrees.
Penick agrees.

J. T. Brown agrees.
Fleming agrees.
McCoy agrees.
Williams agrees.

Spencer agrees.

Burgess agrees. He thinks the Board might be helpful in
the matter of consumer credit if it regularly gave wide publicity to
figures reflecting the outstanding volume of consumer credit.

E. E. Brown says that he is against giving the Board

power to regulate consumer credit. Any regulation leads to more and
more regulation.
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THK BOA.U) HAS RECOMMENDED LEGISLATION TO MAKE PERMANENT THE AUTHORITY
TO MAKE DIRECT PURCHASES UP TO 45 BILLION FROM~m TREASURY AND HOULD
E"ELCOMS Til - COUNCIL1S SUPPORT OF THIS MEASURE OK AM EXPRESSION OF THE
REASONS FOR CONTRARY VIEWS IN CASE THERE 1S PiSAGRBEMKNT WITH THE
BOARD1S RECOMMENDATION .

E. E. Brown reports that at the last meeting of the
Council, the Council approved giving authority to make direct pur-
chases up to &5 billion from the Treasury, but this approval did not
mean that the authority should be made permanent.

Spencer favors giving the authority but would suggest a
three year limit.

McCoy asks why the $5 billion should not be limited to
-temporary money. He thinks it would be beet to limit it in this way.

Kn E. Brown comments that If there should be some diffi-
culty in floating a bond issue at the same time that war might be
impending with a major power, it might be advisable to have this
authority available.

Burgess states that in the A. B. A. committee, he voted in
favor of &3 billion instead of $5 billion, and he will vote that way
now to Ul consistent. He does not believe the point McCoy made
presents a real danger*

Wallace thinks that with the size of the present debt, %5
billion is not uoo large.

Fleming and E. E. Brown understand the Treasury does not
object to three years.

Williams favors &5 billion and three years.
McCoy favors $5 billion and three years.

Fleming favors *5 billion and three years. He does not
believe thu three-year authority will permit any abuses.

Penlck favors $5 billion and three years.
At*ood Tfavors $5 billion and three years.
Kemper asks why it could not be limited to -3 billion.

Burgess. The practice of the Treasury borrowing from the
central bank is a poisonous thing. The French and German financial
troubles started that way. The Council might say it thinks that at
the end of three years the amount should be reduced.
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£. E. Bronn believe:? the Council might state it favors
$5 billion *ith a three year limit, and that at the end of three
years it would be possible to determine if there had been any abuses
of the po~tr and axt>0 whether the pov'er should be continued or be
permitted to lapse.

Burgess does not think Eccles* statement on the bill was a
full statement of the facts.

Erinton favors -\5 billion and three years.
Wallace favors 75 billion and three years*

E. E. Bro n suggests that Burgess sake a preliminary state-
ment to the Board when the Council presents its recommendation.

Kemper agrees to $5 billion and three years.

Z. n. Bro™n says that unlens there are other views, he
will state that the Council recommends that authority be given for a
period of three years to make direct purchases up to -5 billion from
the Treasury. The Council thinks it would be best to review the
matter al the end of three Y&;,rs to determine whether there had been
any abuse of the power and also whether the power should be further

continued or be permitted to lapse.

IT 12 zKPr.cTED THAT BANK HOLDING COMPANY LEGISLATION flILL BE INTRO-
DUCED AT THIS SESSION OF CONGRESS. THE BOARD HAS DISCUSSED THIS
SUBJECT ;ITH THE COUNCIL AND WILL BE_GLAD TO GIVE TIIE COUNCIL ANY
ADDITIUH-iL IMFO-KATICIS 17 p23121ss.  THE PDAHP wouLD ALSO LIKE TO KNOW
ThE COUNCIL*S GENITAL ATTITUDE TOWAItP TBS HOLDING COMPANY LEGISLATION.

E. E. Bror™m briefly reviews some of the features of the
bill, confidential copies of nhich were given to the Council.

Atwood reports that those he knows who are familiar with
this matter are not opposed to the bill.

E. E. Brown comments that some of the representatives of
bank holding companies are inclined to believe that the 10 per cent
figure, as given in Section 3 of the bill, should be raised to 15

per cent.

winton understands that the 10 per cent may bring in
insurance companies and other similar groups, and that this was one
of the objections to the original bills.

K. E. Bro i thinks certain conditions may make legislation
of this kind desirable. However, many bank holding companies were
»03t helpful in the 1930*s in stabilising banking situations in a
number of states.

Atwood asks whether this is the same bill Amberg and Kurtz had.
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E. S. Brown replies that it is not the same bill but is a

new one,

Atwood comments that in view of the fact that it is a new
bill, he will require more time to study it, as he had presumed it

was the bill which had been considered previously.

winton asks whether some committee of the Council should
not study the bill over night and make recommendations to the

Council tomorrow.

Fleming. Would it not be possible for the Council to say
it favors bank holding company legislation but it wishes to study this
bill more carefully and make a separate report.

Wallace. |Is it not possible for the Council to say we
favor bank holding company legislation but we need more time to

study this bill?

Penick. In view of the fact that the Board gave us this
bill to study, contrary to the policy the Board has followed in the
past, would it not be desirable to say that we favor bank holding
company legislation but require the period until the May meeting to

study the bill and present a statement on it.
Winton asks whether that would be too late.

E. E. Brown replies that it would not be too late. It
may take a year or so to pass the legislation. Certain matters such
as the death sentence, freezing, limitations by states, Federal
Reserve districts or Federal Reserve branch districts, and prohibit-
ing bank holding companies from holding stock of non-banking
companies are policy matters on which, perhaps, we might give an
opinion today. Bro™n believes most Council members would be against

a death sentence.

Wallace aaks how the Treasury stood on the last bill.

E. E. Brown replies the Treasury believes it gave the
Federal Reserve Board too much power.

J. T. Bror/n asks whether the Council could endorse the
declaration of policy of the bill.

E. E. Brown does not like to endorse any language without

more careful study.

Penick 1#nquires whether the Council could agree on matters
of policy in connection with bank holding company legislation.

E. E. Brown asks the Council to express its opinion on the
death sentence and all members are opposed. All members also are
opposed to freezing the holding companies. On the question of pre-
venting bank holding companies from holding stock in other companies
there was a long discussion, and Brown reports It is apparent there
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Kemper believes the holding company against which this
legislation may be primarily directed can get around it in various
ways. Hie good holding companies would suffer and would have to
liquidate. He believes it is necessary to freeze or kill to reach
the situation it is desired to correct.

Wallace asks whether Kemper is against any bank holding
company legislation.

Kemper thinks that once you start regulating anything, you
proceed to more and more regulation. If this bill goes through,
interests of his family would come under the legislation.

the

Wallace states that this legislation would at least prevent
further expansion. He asks whether Kemper could not set up two
companies in connection with the family ownership he described.

E« £» Brown states he has always been concerned about hold-
ing company legislation which would in any way injure those who
helped stabilize banking conditions in various communities. He asked
Kemper whether he could not place his non-bank stock in a separate

company .

Kemper replies that if he is able to do this then those
against whom the legislation is aimed can get around it also.

Fleming asks how the problem can be met.

Kom-jer thinks a death sentence or limitation would be neces-
sary.

E. E. Brovn states that independent bankers on the Pacific
coast are very much concerned about their situation.

Wallace confirms Brown*s statement.

Winton believes banks can get too large to operate properly.

E. E. Brorra states that he will say to the Board that the
Council appreciates seeing this bill but that the Council needs more

time to study it.

IT IS SUGGESTED THAT THE DISCUSSION OF BILL S. AOS SHOULD CONCERN
ITSELF *TITH THE WHOLE QUESTION OF THE PRINCIPLE OF THE BILL, AND ALSO
riTH ITS RELATIONSHIP TO THE GFNFRAL POLICY REGARDING THE R. F. C.

This i1tem was discussed Tinder itom 2 above.
oul ' IT DESIRABLE TO HAVE A REFUNDING POND ISSUE?
Brov/n asks Burgess to comment on this item.
Burge3s thinks there should be a refunding bond issue and

suggests $1 to %L billion.
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Atwood asks whether the riders could be kept out.

Burgess replies that restrictions could be set up to keep
out riders.

Fleming reports that Snyder apparently has not made up his
mind regarding a refunding bond issue but desires to obtain the views
of other groups.

Wallace asks what maturity the issue would have.
E. 5. Brovu suggests perhaps thirty years.

Fleming believes Burgess is right. Now is the time to
lengthen the maturities.

Burgess says that Eccles is against it and some of those
in the Treasury are also opposed to it.

E. E. Brown states that he will advise the Board that the
Council favors a refunding bond issue of not over ’2 billion, non-
eligible to banks and with proper restrictions.

* * # *

ThDKuXL RESERVE BANK SERVICES

E. £. Brown states that Spencer has an item regarding which
he desires the Council*s opinion.

Spencer asks whether it would be a good time to suggest to
the Federal Reserve b”nks that they increase their service to the
member bailees, in view of the ample profits which the Federal Reserve
banks are making. Perhaps the Federal Reserve Board could have five
or six operating men investigate the services rendered with a

view to broadening them.

E. g. Brown is inclined to believe it would be better not

to ask the Federal Reserve banks to increase their services as they
will attempt more and more to render the services which banlcs in the

large cities now give their correspondent banks.

FlerEinz thinks It is best not to suggest the idea to the
Board, as the Board would use it in on effort to expand the services
of the Federal Reserve banks to compete with bantcs rendering service

tc their correspondents.

POSTAL SAT7INGS

Fleming nsks whether the Council should request th* Board
to use its Influence in getting the Postal Savings rate reduced.

E. E. Brown believes it is better to work with the Treasury
on this matter. Other members of the Council agree.

The meeting adjourned at 6215 P. M.
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Tha Council reconvened at 10*00 A. M. on March 10,
1947, i1n Room 336 of the Mayflower Hotel, Washington, D. C.

All members of the Council were present except

Mr. Reno Odlin, for whom Mr, George M. Wallace served as an
alternate,

The Cornell approved the attached memorandum, which it had
prepared, to be sent to the Board of Governors relative to the agenda
for the joint meeting of the Board and the Council on March 11, 1947.
The memorandum was delivered to the Secretary of the Board of
Governors at 10:58 A. M. on March 10, 194-7. It will he noted that each

item of the agenda, is listed with the comments of the Council on the
item.

The meeting adjourned at 104-2 A. M.
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CONFIDENTIAL
MEMORANDUM TO THE BOARD OF GOVERNORS
FROM THE
FEDERAL ADVISORY COUNCIL

RELATIVE TO THE AGENDA FOR THE JOINT MEETING

oN mMAarcH 11, 1947

Should the Council take a stand iIn having banks classified as essential
to the public good in any preventive strike legislation which might be

considered try Congress?

After a careful discussion of various aspects of this question, the
Council recommends that it be dropped from the agenda.

In connection with the proposed bill S. 406, it is suggested that con-
sideration be given to the deletion of the following from the proposed
bill: Section 11, lines 14 and 15 and down to and including the word

“prescribe” in line 16, and that line 14 start with the words "Any Fed-

eral Reserve Bank may guarantee'.

The Council considered this item jointly with item 7 below. The ma-
jority of the Council favors bill S. 408 subject to its being changed
in two respects: (1) i1t should be restricted in its application not to
"any financing institution' but to 'chartered banking institutions';
and (2) guarantees and commitments should be made only after a showing
that the loans could not be handled through normal banking channels.

A minority of the Council was opposed to bill S. 408 even with these
amendments.

The Councils support, with these amendments, of bill S. 408 is given
in the belief that some safety valve is desirable for emergency credit
situations, and with the recommendation that the lending and guarantee
powers of certain other government agencies, including the R.F.C.,
should be greatly curtailed, and in many instances should be terminated.

the Council has also considered H. R. 157

In this general connection,
The Council is

and would appreciate the Board’s viewpoint on this bill.
unanimously opposed to it.

Should the nBrgin requirements prescribed by the Board in its Regulation
U for banks be lower than those prescribed in Regulation T for brokers?
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At the present time, and ordinarily, the Council would not favor a
differential in margin requirements, but the Council can conceive
conditions under which a differential might be desirable.

Consumer credit has practically reached the prewar level and probably
will continue to rise. As the Council is aware, if regulation of this
type of credit is to be permanent Congress will have to enact the
enabling legislation. Should the Board be given some definite but
limited regulatory authority in this field or should there be no Fed-
eral regulation of consumer credit?

The Council does not believe that the Board should be given power to
regulate consumer credit. The Council believes the Board might be
helpful In the matter of consumer credit if it regularly gave wide
publicity to figures reflecting the outstanding volume of consumer

credit,

5. The Board has recommended legislation to make permanent the authority
to make direct purchases up to 5 billion dollars from the Treasury
and would welcome the Council’s support of this measure or an expres-
sion of the reasons for contrary views in case there iIs disagreement

with the Board’s recommendation.

The Council recommends that authority be given for a period of three
years to make direct purchases up to 5 billion dollars from the
Treasury. The Council believes that it would be advisable to review
the matter again at the end of three years to determine if there had
been any abuse of the power and also to determine whether the power
should be further continued or be permitted to lapse. The Council
cannot but be mindful of the fact that historically and in various
countries direct borrowing by a government from the central bank has

been a common vehicle of inflation,

6. It is expected that bank holding company legislation will be intro-
duced at this session of Congress. The Board has discussed this
subject with the Council and will be glad -to give, the Council any
additional information it desires. The Board would also like to know
the Council’s general attitude toward the holding company legislation.

The Council appreciates the opportunity the Board has given the Coun-
cil to examine the proposed bank holding company legislation. However,
the effects of legislation of this character are so far-reaching, and
the subject is one offering so many complicated problems that the
Council will require more time to study the proposed legislation. The
opinions of its members are widely divergent on the question. It will
endeavor by the May meeting to see if it is possible for a majority
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of the Council members to agree on the principles which should govemn
bolding company legislation.

It is suggested that the discussion of Bill S. ~08 should concemn
itself with the whole question of the principle of the bill, and also
-with its relationship to the general policy regarding the R.F.C.

This item was discussed under item 2 above.
Would it be desirable to have a refunding bond issue?

The Council believes that it iIs desirable to have a refunding bond
issue, and It suggests that the Board use its influence with the Treas-
ury, as part of a continuing program gradually to transfer a large part
of the debt to permanent iInvestors, to bring out in the near future a
refunding bond issue of not over two billion dollars, non-eligible to
banks, and with restrictions on subscriptions along the lines of those

suggested by the American Bankers Association Committee on Treasury
Borrowing,
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The Council reconvened in the Board Room of
the Federal Reserve Building at 2:00 P. M. on
March 10, 1947, to hear Dr* Foodlief Thomas,
Director of the Division of Research and
Statistics of the Federal Reserve System*

All members of the Council were present except
Mr. Reno Odlin, for whom Mr. George M. Wallace

served as an alternate.

* * * *

Thomas, who speaks on the subject

E. E. Brown presents Dr.
A confidential copy of Dr. Thomas*

"Economic Prospects for 1947-48_**
remarK3 is attached.

* * * *
After Dr. Thomas* talk, the following brief discussion
ensued:

Burgess. What effect vrould your conclusions have on the
Federal budget for 1947-487?

Thomas states that he has not estimated the effect, but the

budget should be lower.

K. ff. Bro®n. When you state inventory accumulation has
about reached its limit, your conclusion may a”™ply to retail stores,
but ??ould you say that it applies to public utilities, railroads, and

various other industries which seem to be short of equipment and other
types of goods?

in the rate of
level off. A
The depression

Thomas states that he has assumed a decline
increase. It will be a year or so before inventories
decline in inventories does not initiate a depression.
starts before the inventory decline begins.

Burgess. Would this decline you are assuming be less than

the decline in 19217

Thomas replies that it might be less, but the 1920-21

pattern is a good one to use as a guide.

E. E. Bro-n. In connection with the decline in deposits,

many banic”rs are wondering where their deposits have gone.

Thomas. The Treasury balances went up about 32* billion.
Thomas says thet a re-estimate of Federal receipts and expenditures,
assuming the retirement of government obligations at the rate of &1
billion in April and -1 billion in June, might leave between $2 billion

DmmﬂmfgqugéRbillion in the cash balance on June 30. The exact cash balance
http:/frasshOwldredepend upon various items in the assumed estimates.
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Burgess comments that apparently we may have the first
balanced budget in Fifteen years.

The meeting adjourned at 3:15 P. M.
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ECONOMIC PROSPECTS FOR 19U7-U8
Statement by Woodlief Thomas at meeting of

Federal Open Market Committee,
February 27, 19U7

Since the last meeting of the Open Market Committee in October,
the American economy has been subjected to price inflation, the avoidance
Of which was one of the principal aims of governmental economic policy
throughout the war. In the period of transition from a war to a peace
statuS the country was faced with the alternative of further price infla-
tion of a more serious nature than had oocurred during the war or of rigid
economic controls of a degree and character exceptional in our history.
There waS no other alternative, because at the controlled level of prices
demand was oertain to be in excess of available supplies that could be pro-
vided in any short period of time. An attempt was made to maintain con-
trols put they were inadequate, and in the end the course of inflation was
chosen.  controls were suspended last summer while new legislation was in

Process.and were finally lifted in October.

Rise in prices
The price rise that has occurred may surely be called inflation,
"rices of agricultural products rose to about 250 per cent of the prewar
leel. They rose more than during the last war; iIn fact the iIncrease Iin
SIX months May to November was as great as in the three years from the
middle 0f 19x7 to the peak of 1920, and agricultural prices are now higher
at the 1920 peak. Wholesale prices of industrial products have risen

) PEI cent in the past year— mostly since June. The total rise in these

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



2.

products since 1939- about 60 per oent--has not been anything like as much
the rise of over 150 per cent in the last war. Retail prices of food,
cIothing, and many other nondurable goods have risen by (9 Pe* cent or more
since 193% with a large portion of the rise in the past year. Prices of
durable goods have risen by over 50 per cent, while rents and many utility

Charges have shown little increase. The total consumer price index is 99

per cent above the prewar average. This is slightly above the peak reached

in 1920, although the overfall increase during the war has been much smaller
than that which has occurred during the first World War,

The price rise that has occurred in the past year might have been
much greater if controls had been abandoned earlier. By the time they were
abandoned production and available supplies had already increased considerably

ad the amount of the rise iIn prices necessary to bring demand, supply, and

price into balance was not so great. It cannot be said as yet that the priee

situation is In a state of normal adjustment. Some time will be required

for the entire price structure to become adjusted to a new level so drastically

different from that formerly prevailing. It is highly dubious that this

adjustment can be made without considerable declines in prices of many com-
modities, The Last few months have been a period of further increases in
sore commodities which have been slow in advancing and of declines iIn others

which had previously advanced most rapidly. Whereas for a while it was

thought that the peak of the price inflation had passed, the strength in
various markets during recent weeks indicates that new high levels may yet
be reached. It is generally thought that prices of agricultural products

WI” decline as soon as harvests are restored to a more normal level iIn the
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rest of the world. vihen this decline occurs many related finished products
jjl also decrease in price, and it is likely that the movement will spread
throughout the price struoture.

Increased production and Incomes

Accompanying the price rise have been increases in production,
employment, incomes, and consumption. Production of civilian goods and employ-
ment in civilian activities have risen to new high levels. The high dollar
volumes of gross national product and incomes shown on the chart for the
first half of 19U7 correspond closely to those projected at the last meet-
ig of the Open Market Committee in October, Prices are higher than were
then projected, while the physical output is somewhat smaller. Yet the
Board’s index of industrial production is now about 190 per cent, practically
all of which represents output of peacetime goods. The wartime peak of the
index was about 240 in 19u3» °F which only about 80 points were estimated to
be g00dS for civilian use.

Consumer expenditures have continued to increase and it is now
estimated that they are running at an annual rate of IHO billion dollars in
the First quarter of this year, or about twice the best prewar year,

Probably all of the increase of less than 15 per cent in the past year and
much of the 25 per cent gain since early 19U5 reflects the rise in prices.

The volume of goods and services consumed, after adjustment for price changes,
is probably only a little larger than a year ago.

Elements of weakness

While activity is now at a high level, there are a number

elements in the situation which point to a turn in the near
iJure, There iIs some question as to whether the volume of consump-

tionwill be maintained at the present high level. Aside from other
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factors that may reduce the level of incomes, there are important forces
that may tend to cause some curtailment in consumer expenditures.

(D One of the important strategic factors in the situation is
the narrowing margin between individual incomes after taxes and consumer
expenditures. This margin, which represents net current savings, has now
narroned to a rate of about 1Z billion dollars a year, or less than 10 per
cent of disposable income— the common prewar ratio. Thus, while there con-
tinues to be a margin of saving, it has beoome a relatively narrow one, and
it is probable that the high level of consumption has been supported in
considerable part by drafts on accumulated savings. Many of the more urgent
deferred demands which developed during the war have been met, especially
for nondurable and semidurable goods, such as food and clothing.

(@ The second factor that may discourage consumer buying is
the high level of prices. The limiting effect of high prices on the buying
of durable goods iIs tempered somewhat by the very large deferred demands for
these goods. Ordinarily in a period of high prices and large production
consumers would have accumulated substantial stocks of durable goods and
would be able to postpone further purchases. That is not true iIn this
situation. Nevertheless, many consumers may decide to postpone purchases
until more advantageous price or quality are obtainable, as is likely in a
few months.

(3 Probably the most important strategic factors in the present
economic situation and in the immediate outlook is the expansion of inven-
tories that has occurred. It is estimated that inventories in all stages of

the economy have been increasing at an annual rate of approximately 10
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piIIion dollars a year without inoluding revaluation of existing stocks to the
higher price level. This is an important faotor providing current iIncomes
without @ corresponding supply of goods available for purchase. Inventories

in Most lines were inadequate and had to be replenished. It appears that they
have by now reached levels which may be considered as more nearly normal. At
department stores, for example, for which we have comprehensive figures, stock

Increased rapidly during 19U& and now at their prewar relation to sales.

Any further increase would give excessive inventories. Once the expansion iIn
inventories slackens, an important element in the growth of current incomes
will be reduced. This is a development that might begin at any time. Should
inventory expansion cease entirely, current production will need to be reduced

by about 10 billion dollars a year or consumption will have to be increased

by approximately that amount. This adjustment may lead to some reduction in
prices.

() Another element of some iImportance has been the development of
a cash surplus in the Federal Government receipts and expenditures. Because

of very large incomes and business profits during 19U& currently, the

Treasury revenue during recent months has been far in excess of estimates and

of current expenditures. This is an anti-inflationary faotor of some impor-

tance, It is evident, for example, in the marked decline in bank deposits
md currency that has occurred in the last two months.

These various elements that might tend to bring about a reduction
in consumer expenditures and perhaps also iIn individual incomes need to be
balanced against the continued strong deferred demands for durable goods,
housing, and iIndustrial plant and equipment. At some stage the decline in

agricultural prices, the slackening of inventory accumulation, and the
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probable reduction of consumer expenditures will bring about a turn in the

trend of prices, production, employment, and incomes.

Prospective developments

Projections shown on the charts indicate a pattern that might
develop out of this situation. These projections should not be considered
& precise forecasts. There are many possible patterns; the charts present
oe. It is not possible, for example, to predict with any degree of accuracy
the level of peaks, the timing of turning points, or the extent of declines.
It seems likely that there will be peaks, turning points, and declines and
that they will occur sometime before the end of 19U7* The charts present
the likely trend In case the turning point (?ems around the middle of the
year.

The more important developments shown by the charts or implicit in
the trends depicted may be summarized as follows s

(1D Agricultural prices will decline by 30 per cent or more from
the peak level reached last fall and probably again this week. A decline of
this magnitude can occur without bringing agricultural prices in general
below support levels and would still leave them nearly double prewar levels.
Small harvests in this country or abroad can postpone this development. This
decline in agricultural prices will mean a decrease in farm incomes, which,
however, would continue above prewar levels.

(@ Prices of nonagricultural products would also decline some-
what, reflecting in large part the effect of the decrease in farm products.
It is assumed, however, that the indexes of nonagricultural prices and cost

living will not fall below the level of last June.
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A) Inventory expansion will gradually slacken and cease by early

}<pl'8. No contraction in over-all inventories is assumed.

(@+) Consumer expenditures will decline by about 10 or 15 POr cent

in dollar amount. A large part of this decrease will reflect a fall in

probably continue above

pHces. The level of consumer expenditures will

that of any year before 19146 .

5) In view of the recession in other lines, it is likely that

in expenditures for construction and for

there will be some curtailment

industrial equipment. Only a small decline in construction is provided

for in these estimates.

(6) The total national produot, which is now at an annual rate

of about 216 billion dollars a year, will probably decline to between 175

and 180 billion, annual rate, in the first half of 1948*

@) Individual 1incomes now at an annual rate of about 175 billion

dollars may decline to below 150 billion--about the level of the latter part

of 19b3 in dollar amount.

(8) Net current savings of individuals will decline only slightly

further. Although incomes might decline to the level of 1973~ it does not

decline to the level of that year; in 19U3

follow that consumer buying will

consumption was kept down by the scarcity of goods and savings were tremendous.

That situation was abnormal and could not continue in a normal period without

serious deflation or very large capital investment or Government expenditures.

()] Business profits, which are now abnormally large, will decline

in the first half of 19U8 will

sharply. Corporate profits after taxes

Net earnings of unincorporated

probably be ebout half of the present level.

businesses will also decline.
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(10) Employment would decline and the number of persons unemployed

Sligtt exceed 7 million at some time in the first half of 19U8*
On the basis of these projections, annual averages for the year 19U7
Will be larger than those for 19U&, but in view of the high levels now pre-

vailing there would be a substantial reoession in 19U7» The first half of

19US would be definitely lower.

The picture here presented may be called a recession, but by no
MeanS a depression and it is likely to be followed shortly by recovery.
Serious depressions generally occur only after long periods of sustained
production and buying of durable goods, and they also usually follow con-
siderable expansion in types of credit that need to be liquidated. The
downturn that is likely to develop this year will be primarily the result;
of temporary factors, namely a distorted price structure and an inventory
accumulation that now appears to be excessive. The sharp expansion iIn
private credit during the past year may have been excessive and some liqui-
dation is to be expected. In view, however, of the general credit situation,
it is unlikely that there will be much forced liquidation on the part of the
banks or the credit authorities.

IT the downturn occurs soon there will continue substantial unfilled
demands for many types of durable goods and construction, and the public will
also continue to hold large accumulated savings. These will be factors that

should bring about a turning point in the reoession as soon as some of the

more serious distortions have been eliminated*
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On March 11, 194-7, at 10:40 A. M*, the Council
held a joint meeting rith the Board of Governors
of the Federal Reserve System in the Board Room
of the Federal Reserve Building*

All members of the Council were present except
Mr. Reno Odlin for whom Mr. George M. Wallace
served as an alternate*

The follo™inf; members of the Board of Governors
were present: Chairman Eccles; Governors Draper,
Evans, Vardaman end Clayton; also Mr. Carpenter,
Secretary of the Board of Governors.

SHOULD m- COUNCIL TAAE A STAND IN HAVING BANKS CLASSIFIED AS
ESSIINTIAL TO THE PUBLIC GOOD IN ANY PREVENTIVE STRIKE LEGISLATION

HICH MIGHT BE CONSIDER BY CONGRESS?

states that after a discussion of various

£. E. Brown
the Council recommends that it be dropped

aspects of this question,
from the agenda.

IN CONNECTION *ITH THE PROPOSED 3ILL S. 408. IT 1S SUGGESTED THAT CON-
SIDERATION BE GIVEN TO THE DELETION OF THE FOLLOWING FROM THE PROPOSED
BILL; SECTION 1I* LINES 14 AND 15 AND DOFfN TO AND INCLUDING THE FORD
"PRESCRIBE” IN LINE 16. AND THAT LINE 1L START WITH THE WORDS "ANY

FEDFPJIL RESERVE BANK MAY GUARANTEE"*

E* S. Brown reports that a large majority of the Council
favors Bill S* 408 with modifications In two respects: (1) it should
be restricted in its application not to "any financing institution”
but to "chartered banking institutions'; and (2) guarantees and cob-
mitments should be made only after a showing that the loans could not
be handled through normal banking channels. %$e comments that some of
the disaster provisions of the R. F. C. and some lending and guarantee
powers of other government agencies may have to be retained for the

present.

Eccles states that the Board has considered the two modifica-
tions suggested for the bill by the Council. He says that the
language follows that of the 13b bills, the R. F. C. bill, and also
Regulation V. Eccles believes it is academic whether you say
"cbartered banking institutions' or "any financing institution,” but
politically you may be confronted with trouble because some of the
other types of financing institutions would object. This business
would originate almost entirely with the chartered banks, so Eccles
it is unwise politically to raise the issue. The Presidents
Reserve banks felt that if there were any fly-by-night
conCBras up to finance businesses, the Federal Reserve banks could
refuse to make the commitments or guarantees. The Federal Reserve
bank Presidents were somewhat divided on the other point which the
Council su™g™ted as a modification of Bill S. 408. However, the
Board would like to leave the other suggested modification out of the
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Act- If a small bank has a $10,000 legal limit and has a $50,000 loan,
it would like to carry the whole #50,000* The banks in the large cities
would like to have the small bank carry this excess line with the

larger city banks. Through its regulations the Board can ask the

Federal Reserve banks to require that loans should first be considered
£ccles asks whether the entire

through the regular banking channels.
country would be included ™ a phrase like "regular banking channels

should be used.

Fleming replies that the phraseology suggested by the

Council says "normal banking channels™.

£. 3* Brown comments that Eccles* view may be all right so
long as you have the present Board, but another Board may have a
different view.

Socles replies that actually the Board really can do
nothing, as the local Federal Reserve bank board is in control of the
i&cles recommends that the Council pass a resolution

situation*

supporting the bill with the two changes it has suggested. Thousands

of country banks favor the R.F.C. and would support the R*F.C. if they
These

thought this bill was set up In any way to hamper these banks.
banks would then oppose the bill* Eccles thinks the chances are nine
out of ten that the R.F.C. will be extended.
prefers the present bill which leaves it up to the Board and the

Federal Reserve banks and their boards to meet any of the problems

The Board naturally

which may arise.
B* E. Brown asks other members of the Council to comment
on the phrase 'chartered banking institutions'*

Eccles states that the Board actually would prefer that
phrase and in fact would prefer even more the phrase "member banks",
in order to make membership in the System worth something*

S* 5* Brown remarks that this legislation is different
than the emergency legislation of the 1930*s. The term "any financing
institution”™ covers building and loan associations, investment

institutions, and many other types of organizations.

Fleming thinks the present Congress would look with favor

upon the change suggested by the Council that guarantees and commit-
ments should be made only after a showing that the loans could not be
handled through normal banking channels* If this language is adopted,
then the matter of using the words 'chartered banking institutions”

is less important.

Eccles states that if the Council will make its recommenda-

tions along these lines, the Board will present the views of the
Council to the proper Congressional committee.

E. S. Brown calls attention to H.R. 157 and states that
the Council is opposed to the bill* He asks for the Board*s view-
point.
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Kcclea replies that the Board is opposed to the bill and
does not believe that Wolcott will ever urge its passage.

SHOULD "mi=. VIRGIN REQUIREMENTS PRESCRIBED BY THE BOARD IN ITS REGULATION U
FOR BANKS BE LOWER THAN THOSE PRESCRIBED IN REGULATION T FOR BROKERS?

p- B. Brovm states that the Council at present is opposed
to a diifarential in margin requirements as between brokers and banks.
The Council can conceive that a differential might be desirable under

different conditions,

fccles states that he does not know why the staff did not
give the Council a memorandum of the statutory history of the regula-
tions on margins. It was the intention of Congress to permit two
types of regulations. There was a regulation covering brokers for
two years before there was any regulation of banks. A margin regula-
tion covering banks could be lower than one covering brokers and still
work satisfactorily. Hie margin borrowers at brokers are the specu-
lators. People throughout the country in smaller coiamunities borrow
from brokers who in turn obtain their funds largely from the call
money market in New York* The bankers throughout the country furn-
ish the deposits which find their way into the New York market, so
that the country banker actually furnishes the money indirectly to
the brokers to be used by the banker*s customers for buying securities
on margin, Eccles does not think that under the statute the Board
could properly impose such a large differential that it rould elimin-
ate marginal trading and defeat the purposes ofF Congress, However,
from the statutory and historical point of view It was assumed that
there might be some differential.

Wallace thinks interest plays a bigger part than the margin.

Eccles. There is nothing of immediate importance about
this topic, but it7one deserving some careful thought.

Fleming asks if Eccles were making a change, what differ-
ential he would suggest.

Eccles states that he does not have any figure in mind.
The Board has not discussed the matter, Eccles* personal off-hand
opinion is that if there should be a 50 per cent margin for the banks,
then 65 per cent might be the right figure for brokers. IT the
figure Tor brokers should be 50 per cent, then the margin requirements
might be eliminated for banks. However, Eccles states he does not
wish to be bound by this statement, as it is a "horseback' opinion.

E. E» Brown says that if there should be a serious re-
cession, t wide differential might be desirable.
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CONSUMER CREDIT HAS PRACTICALLY REACHED THE PREWAR LEVEL AND PROBABLY
-MLL CONTINUE TO RISE. AS T?IE COUNCIL IS AWARE. IF REGULATION OF THIS
TYPE Or CItEDIT IS TO BE PERMANENT CONGRESS WILL HAVE TO ENACT THE
ENABLING LEGISLATION. SHOULD THE BOARD BE GIVEN SOME DEFINITE OUT
LIMITED REGULATORY AUTHORITY IN THIS FIELD OR SHOULD THERE BE NO
FEDERAL REGULATION OF CONSUMER CREDIT?

£. f. Brown comments that the Council has had one or two
members iIn the past who favored giving the Board the power to regulate
consumer credit, but the Council is now unanimously against granting
such power. Differences of opinion on this subject are perhaps largely
a matter of different opinions regarding philosophies of government.
One control, as the war showed, leads to another control. In the
interest Ol our individual rights and an independent economy, we be-
lieve this power should end.

Eccles replies that from the standpoint of the Board he
would like to get rid of the regulation. He has handled it in
Ransom* s absence and he is sick of it. However, vrith a large Federal
debt it iIs necessary to have controls. It is necessary, for example,
to control interest rates. It ??ould be impossible to let interest
rates move freely with the present large debt structure. The
Treasury is opposed to higher rates because of the political problems
involved. Installment credit maj go from 10 to 25 or 30 billion dollars.
The banks can sell Si in government securities and create 16 in private
credit, and the Board is helpless to act. Publishing the figures on the
volume of consumer credit outstanding would not mean any more than publish-
ing the figures on stock market speculation loan3 did in 1929. The tradition-
al credit controls are ineffective now and selective credit control, like
Regulation W, 1is necessary. The inflationary engine is here and it is wide
open. The Opsn Market Committee and the Committee of Presidents of Fed-
eral Reserve Banks considered this subject. They feel that a continuation
of Regulation W is essential. Sproul does not like it, but he feels it is
necessa ry to continue. The Board has recommended thcit it be repealed if
Congress does not give the Board statutory authority. Fccles has
advised Tobey ar,d Wolcott of the Board’s views. He states that the
bill on this matter has an accompanying statement from the Board
pointing out the dangers of the present situation to the public. He
received a telephone communication this morning from one of the Wiite
House secretaries, stating that the Tfbite House was receiving letters
of complaint on Regulation W and would like to have a summarized
statement of the present situation. He also received a letter from
Kaiser 3ayin? that a less strict Regulation W would maKe the sale of
cars easier. Eccles says easier terms would encourage high prices,
*aereas prices of many consumer durable goods should come down. The
dealers are allowing less for used care iIn order to make a larger

profit on the new car sale.

Williams comments that Eccles stated Regulation W could not
be eliminated so lon™ as we had a national debt of the present size

and aso Tfor his further comment on this statement.
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Eccles states that certainly in our lifetime it will not
be possible to reduce the national debt sufficiently so that the
traditional credit controls will be effective,

E. E. Jrown says that the Council believes selective credit
controls lead to more and more controls*

Buriesg states that real estate financing (the 100/5
veteransl mortgages) is another area adhere there is no control. He
asks whether the Board plans to do anything regarding veterans*
mortgages.-

Eccles reports that most of these do not fall within the
area of the Board*s responsibilities. He states that one of the
insurance companies whose head has been most critical of the Board*s
policies is one of the worst offenders. The G. 1. guaranteed loan
situation is bad. Eccles talked about this with Tiggine. The barcs
maice them and expect to turn them over to the R. F. C. Eccles would
like to see the funds for this purpose eliminated from the R. F. C.

Plemin®™ reports that the A. 8. A. CoLimittee on Trepsury
Borrowing recommended that funds for this purpose be eliminated. It
is a highly inflationary factor.

Eccles states that there is a great difference between con-
trolling mortgage credit and consumer credit. To regulate credit on
mortgages means regulating the appraisal of every piece of property
in the United States. With consumer credit you regulate specific
goods, and this is a much simpler administrative problem. Eccles
believes ve should get away from regulating unsecured consumer credit.
The great bulk of consumer credit is the title-retaining credit, and
control of this is desirable. Eccles says that the Board is in a
difficult situation about appearing before Congressional committees
in connection with the R. F. C. In relation to the 7?agner-Ellender-Taft
bill the Boar-d did write objecting to certain features of the bill
that were inflationary*

2. E. Brown says that he knows of some banks that have
made PO or 60 loans, of which only 5 or 6 werr taicen by insurance
companies and the re"st were given to the R. F. C. This situation ie
bad for the veterans.

Eccles states that if the members of the Board should be
called on to testify regarding the R. F. C. they rould gladly do so.

THE BOARD HAfT F._ECO ~aNDEIl) LEGISLATION TO MAKE PERMKNFNT THE AUTHORITY
TO MAKE DIRECT PURCHASES UP TO 5 BILLION DOLLARS FROM THE TREASURY
AND *“wvQULD WELCOME THE COUNCIL*S SUPPORT OF THIS MEASURE OR AN EX-
PJFfSSION OTF TB ~ REASONS FOR CONTRARY VIFANS IN CASE THERE IS DISAGREE-
MENT 1? m TH4 BOaRD*S RECOWI~DATION.

E. E. Bro @ BH/ti he understands thrt three year limit was

ut in the bill by the Wolcott committee.
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



-20-

Eccles reports that he told Wolcott he had no objection to
the three year provision, as it is Congress which will have to con-
sider it every three years* Eccles told Folcott it was possible to
get along without this authority, but it is helpful to the Treasury
and the money market to have it. Without this legislation the
Treasury would insist on balances of 5 to 6 billion dollars. This
would mean 5 to 6 billion more debt and 5 to 6 billion dollars more of
the debt monetized. Actually it is more dangerous to have unlimited
authority to buy in the open market than to have this authority.
Another danger that is greater than the one proposed in this legisla-
tion is the danger of deficit Ffinancing tf the Government. Educational
work with Congress regarding the dangers of deficit financing would
be highly desirable* The largest amount which has ever been used under
this authority was $1,300 million and that amount was only outstanding
for one day.Thirty days is the longest time the authority has ever
been used at one time.

Burgess aaks whether the Council and the Board should come
out with a joint recommendation that the budget be reduced $5 billion.

Eccles replies that it depends upon where the $5 billion is
cut. During the war expenditures could probably have been reduced
~50 billion* |If we take over the role of Great Britain in the world,
no one knows what the costs will be* Perhaps 84\ billion could be
cut from the present budget, but it involves cutting the military* A
cut of $uil billion plus such items as social security might make a
total of $8 billion, and this amount would probably cause a deflation.
In that event taxes should be cut.

IT IS EXPECTED THAT BANK HOLDING COMPANY LEGISLATION -"ILL BE INTRO-
DUCED AT THIS SESSION OF CONGRESS* THE BOARD HAS DISCUSSED THIS
SUBJECT -ITH THE COUNCIL AND *ILL BE GLAD TQ GIVE THE COUNCIL ANY
ADDITIONAL INFORMATION IT DESIRES, THE BOARD TfOULD ALSO LIKE TO KNOW
THE: COUNCIL1S GENERAL ATTITUDE TOWARD THE HOLDING COMPANY LEGISLATION.

E. E. Brown st .tes that the attitude of the Council is
that some legislation is desirable, but when an attempt is made to
work out iefinite proposals there are disagreements. Brown under-
stands that there is even disagreement among the government agencies.

Eccles traces the history of the Board’s effort to meet

the problem* As time went on the Board found that it did not have the
powers to cope with a certain situation and reported to Congress in
194.3 that its powers were not adequate. Nothing was done then, but
finally, two years ago, a bill was drawn. The bill was drawn too fine
and it applied to situations which it was not intended would be af-
fected by legislation. For example, it applied to a man who might
own two banks and a farm. Under the proposed bill at that time, this
man would have been subject to the legislation* The Board would have
had to Investigate every case, and it was an impossible measure to
administrate. A new bill was introduced last year, and the present
bill is only a slight refinement of last year*s bill. The western
Independent banks, some banks in the middle-west, and even some hold-
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exists, together with the activities of possible new promotional

groups, is a reflection on banking. The Attorney General favors the
bill. The F. D. 1. C. and the Comptroller are opposed. Eccles says the
latter two agencies are opposed because the bill gives powers to the

Board. The Treasury (Wiggins) says they will interpose no objections.
Snyder has taken no time to study the legislation.

E. E. Brown, ~ill hearings be called?

Eccles does not know, but he r?anted to get a bill into
Congress.

Atwood. Will a statement be submitted by the Board for
the bill?

Eccles replies that the Board did submit a statement but

that- the independent bankers could be more effective with Congress
than the Board.

IT IS SUGGESTED THAT THE DISCUSSION OF BILL S. A08 SHOULD CONCURS IT-
SELF With the *3iols question of the principle of the bill, and also
ITH ITS RELATIONSHIP TO THL GENERAL POLICY REGARDING THE R. F. C.

This 1tem was discussed under i1tem 2 above.

WOULD IT BE DESIRABLE TO HAVE A REFUNDING BOND ISSUE?

E. E. Brown states that the Council favors a refunding

issue as indicated in point eight of the memorandum the Council sent
the Board.

Eccles replies that the Open Market Committee and the

Committee of Presidents of the Federal Reserve banks are opposed to a
refunding bond issue. They think it is thoroughly unsound. There
is a chance of getting a raise in the short term rate if a long term

per cent refunding issue is not put out. Eccles believes that no
more marketable issues should be put out for the public. The public
should be given only E, F and G bonds. 1In the absence of legislation
(as proposed in the Board’s last annual report), Eccles might favor
an increase iIn the short term rate, as this would take the pressure
off for a long term 2” per cent issue, av*= he might favor issuing a
long term security of the G bond type, ~ith a debt of the present
size, management is required. He believes that the best way to stop
the present trend is to raise the short terra rates and prover& banks
from shifting out of short term obligations. He prefers the legisla-
tive program suggested in the Board*s last annual report. If surplus
funds accumulate, Eccles wouldfevor placing a G bond on tap.

Wallace. ruld you do away with the present G bond?

Eccles replies he would not but he v?ould have the same type of
bond, -A'ith perhaps a 20 or 25 year maturity.

* * * *
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Eccles reporta that the buildings and facilities at many

of the branches of the Federal Reserve banks are inadequate, and he
would appreciate the Council making some recommendation regarding the
present building provisions iIn the Federal Reserve Act.

* * * *

It was agreed the next meeting of the Council would be on
May IS, 19 and 20.

. The meeting adjourned at 1:25 P* M.
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The Council reconvened In the Board Room of the
Federal Reserve Building at 2:30 P. M. on March 11,
1947

All members of the Council were present except
Mr. R-no Odlin for ~ho» Mr* George M. Wallace
served as alternate.

BILL S. 408

£. £ Brown asxs whether the Council wishes to give the
Board of Governors a resolution on Bill S. 408 as Eccles has suggested.

* * * *

After discussing the matter, the Council approved the
following resolution which it was agreed should be 8?nt to the Board
with a covering letter, both of which the Board may use publicly at
Congressional hearings on the bill:

RBSOLUTIQH

RESOLVED that the Federal Advisory Council of the Federal Reserve
System approves Bill S* 408, subject to its being changed in two
respects: (1) it should be restricted in its application not to "any
financing institution” but to "chartered banking institutions"; and,
@ in line 21, page 2 of the bill, the period after the word '‘years*
should be replaced by a comma, and the following words should be added
to complete the sentence: 'when it appears to the satisfaction of
such Federal Reserve bank that the business enterprise is unable to
obt&in requisite financial assistance on a reasonable basis from the

usual sources".
A copy of the letter which accompanied the resolution follows:

March H, 1947

ay desr Governor Eccles:

You will please find enclosed a resolution of the Federal
Advisory Council on Bill S. 4,08. You may feel free to present this
resolution and also this letter at any hearings of Congressional
coamittees on the bill.

The Council®s support of Bill S. 408, with the amendments sug-
gested, 1is givon in thf* belief that some safety valve is desirable for
emergency credit situations, and with the recommendhtion that the
lending and guarantee powers of certain other government agencies, in-
cluding the R. F. C., should be greatly curtailed, and in many instances
should be terminated*

Very truly yours,

(Signed) Edward E* Brown

The Hon. Marriner S. Eccles Chairman
Board of Governors of the 0s
Federal Reserve System
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BhANCH YEDFML RE3KRVF. BANK BUILDINGS

E. E. Brown, The members of the Council have heard from
the Chairman of the Board of Governors the problem which confronts
the Federal Reserve System in connection with the inadequacy of its
branch bank building facilities. All of the members are aware of the
problems which confront many of the branch banks because they lack
proper working space and facilities. Does the Council wish to take
some action regarding this problem?

* * * *

AfLr a discussion of the matter, the Council approved the
following preamble and resolution which it was agreed should be sent
to the Board of Governors with permission to use the preamble and
resolution publicly at Congressional hearings on this subject.

PREAMBLE

It 1s within the icaowledge of various members of the
Federal Advisory Council that the working space and facilities of a
number of the branches of the Federal Reserve banks are wholly inade-
quate and make it impossible for these branches to discharge their
functions wiih efficiency and dispatch. These conditions cannot be
corrected within the limited expenditures permitted under paragraph 9,
Section 10, of the Federal Reserve Act.

RESOLUTION

REVOLTED, therefore, that the Federal Advisory Council
recommends the repeal of paragraph 9> section 10 of the Federal
Reserve Act.

The meeting adjourned at 3:15 P. M.

A copy of the letter which accompanied the above Preamble
and Resolution follows:

March 14, 1947
My dear Governor Eccles:

You *1x1 please find enclosed a preamble and resolution
adopted by the Federal Advisory Council relative to paragraph 9,
section 10, of the Federal Reserve Act. You may feel free to use this
preamble and resolution in connection with the hearings of any
Congressional Committee on this subject.

Very truly yours,

(Signed) Edward E. Brown
President
The Hon. Marriner S. F,ccleft Chairman
Board of Governors of the
Federal Reserve System
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