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HERBERT V. PROCHNOW
Secretary.
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FEDERAL ADVISORY COUNCIL

Confidential summary of a _meetlncg of the Executive Com
mittee of the Federal Adwsorg ouncil and members of

the Board of Governors at 10:39 AM. in the Federal Re-
serve Building, Washington, D. C., on September 13, 1950,
Those present”for the Executive Committee vere: President
Brovn: Messrs. Fleming, Jackson, Potfs, Congdon; and
Prochnov, Secretary. ~Those present for the Board of
Governors vere: Chairman McCabe; Governors Szymczak, Evans,
Vardaman, Norton, Povell; and Carpenter, Secretary.

. Chairman McCabe stated that the Board vould appreciate having the
\_/IEWLE)(?_IH'[ of the Executive Committee of the Council on a number of ‘matters,
incl mg(P_artmuIarIy the folloving: open market policy; control of con-
suver crédit; control” of real estaté credit; the plan to reduce to tvo
days the maximum deferment for cash items; and the Defense Production Act

of 1950.

Almost all the discussion vas off the record, and most of the meeting
vas devoted to the subject of open market policy. The announcement of the
Treasury in August, refative to its financing program, and the announce-
ment of the Federal Reserve System at the same time, regarding the raise
in the rediscount rate by the Federal Reserve Bank of Nev York, vere re-
viewed at length. President Brovn and the members of the Executive Com:
mittee vill be pleased to %lve a summarg of this discussion at the meeting
of the Council on October I, 2 and 3> 1950.

In connection vith the controls on consumer credit, the general opinion
was that these controls might have to be strengthened considerably to be

effective.

Mr, George B. Vest, General Counsel of the Board of Governors, entered
the meeting at "this point to ansver questions on the proposed regulation to
control real estate credit. The Defense Production Act of 1950 places the
authority over real estate credit in the President. Part V of the Executive
Order delegates authority to the Board of Governors, after having obtained .
the concurrence of the QUSIH% Administrator, to requlate conventional resi-
dential real estate credit. he_re%ulatlon by the Board of conventional
non-residential real estate credit does not réquire concurrence of the

Housing Adm inistrator.

The authority of the President to reduce or suspend phases of the
Government housing pro?ram is delegated to the Housing Administrator so far
as that authority relates to loans on real estate involving residential
Propert%/. The, Administrator is required to issue such regulations and take
such other action as may be necessary to insure that the Testrictions imposed
& construction credit Dy the regi_ulanon issued by the Board shall he agph-
cable to the fullest extent practicable to real eState loans under the Govern-

lent housing program.

President Brovn em(P_hasued the necessity of considering vith great
“are the real estate credit controls as they relate to commercial loans ex-
pended to large borrovers vho are constantly e_ngia?ed in some type of con-
struction. At least a portion of the commercial Toans to such customers
packers, steel companies, and railroads might be considered as going
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such FeQulations, 1f it vas deemed necessary to Issue them. He also ur?ed
that all rpdostrra constructron and many types of commercial construction
should be I y exemp

Chairman McCabe said that a number of meetings were being called to
consider all aspects of the proposed regulatron of real estatecredit and
that special consideration would be giv

n to President Brown’s suggestion.
Following. the morning meetrng

the members of the Executive Committee
had luncheon with Chairman~McCabe and conérnued the discussion informally
until 2:15 P.M. when the meeting adjourne
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