MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL
November 19, 1950
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

November 20, 1950
rowerﬁ—Her @\INH r%gteorﬁe?gr%Adwsory Council reconvened in Room 1032 of the May-
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Absent: Mr. J. E. Woods.
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The megting adjourned at 12:14 P.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 NOVEMBER 21, 1950

1. Selective credit controls:

V#ggtts |(r)1{ rengaut jon do Waﬂlgr%ers of the Council have with respect to the
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ujations W and X have not been in operation sufficiently long to determine
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SSW Eictteeonve €S In (ﬁllf(arl}iﬂ eB oarg ﬂ]J”IOW ormutlatln IS, VIEWS

e
n{ Sg wou have any gdvice or recommendations
at '[?1 éOUﬂC mlg WISh {0 orrer with respect t%

[aIIJCTﬁS%§UHC$Ld%G% tréotflm what subjects th tﬁ dconte |ates recommendmg

mon messa ean ono or what [e
on emp ate osm a ghe SeS |on Ee rgss Which conve]%
an M 8|b nees mw asmmlndontese
WO matters, and wou |scuss em with he oar
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL
November 20, 1950
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Absent: Messrs. N. Baxter Jackson and J. E. Woods.
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The meeting adjourned at 3:25 P.M.

HERBERT V. PROCHNOW
Secretary.
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November 21, 1950

Gover or w_a éoml e@é%e&” %rrrh\e/vgseﬂg 8' ﬂ‘]"s%rc}/ar%oﬂ%%'rlnao tthF eraq
BSerVe ashington

Present Members of the Board of Governors of the Federal Reserve System:
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Present Members of the Federal Advisory Council:
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Absent: Messrs. N. Baxter Jackson and J. E. Woods.
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1951It was agreed that the next meeting of the Council would be held February 18-20,

The megting was adjourned at 1:23 P.M.

HERBERT V. PROCHNOW
Secretary.
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NOTE: This tran.

notes 1is not to H°ript the ~
necessarily ent-i ,reSarded as fcretary"s

cript is for the ™ ¥ aocurate Th tte or

H®@YoP 0
The Secretary®"s nnfO0.
Federal Advisory Counci? th® meetlng of the
1950, at 2 P.m in ~ \ ° n November 19

Hotel, Washington, D.c't All °f £he "~ower
Federal Advisory Council tlI members of the
Mr. Woods. Mr. De Witt T r! Present except
alternate for Mr. Woods. ~ served as an

The Council pBroved the Secretary®s notes Tn, i
the Council on October .1 , and 3, 1950 for the meeting of

A DISCUSSION OF THE TREASURY REFUNDINGS FOR DECTMBKH AND JANUARY .

E*E -. Brown reads all 1items of the Agenda. (There Is off-the
record comment regarding special reserves and the Treasury refund-
ings for December and January). E. E. Brown believes it would be
desirable, first, to discuss item 4 of the Agenda, dealing with
the refundings of the Treasury for December and January. Following
the off-the-record discussion on the Treasury refundings, Brown
states that the Council may report to the Board that the Council
feels that it is desirable at this time to consider bringing out an
intermediate maturity iIn connection with the December and January
refundings* The Council may also state that i1t would appreciate
the views of the Board, if they desire to express them.

Congdon agrees with Brown that this is a good time to go to an
intermediate maturity 1in connection with the December and January
refundings.

Bucklin asks whether the Board might increase reserves in

rneantimeo
mi rrht  in its discussion with

E. E. Brown says that the Counci futurity is brought out it
the Board, state that if an ~nter”™ ™ eration between the various
would be desirable to have closeo00 P with the Council®s view,
banking agencies. The Board 1is subject of lengthening
expressed on previous occasions, O familiar with the A.B.A.
maturities,, The Board 1is also undou
Committee™s recommendations. bQnds have not

. Jackson understands that the f*d*“ g I £ Btfe past ninety days,
been ais large in recent days as
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K E Brown There has been an increase in savings deposits
Chicago hanks in November, compared to the same tim& a year ago.
The Treasuré/ will have a cash surplus, but not a budgetary surplus,
for the fiscal year ending In June,

Ringland. Isn’t it natural to expect an increase in savings
5 the défense program progresses?

E. E. Brown. One or two large companies have increased the
numoer 0f their employees who are” buying savings bonds on the pay-

roll deductron plan.

Ray reports that savings s In his area are not moving So
heavnyythr ugh payrol? dedqu ti0 J

E. E. Brown. There.is u do tedI some Irn% hat it would
e easler éo promote savrngs bon h S ane Eﬁx
Bro ram and greater econom t e eense EXp nd itures of the
overnment.

Ray believes that if "E" bonds wer exempt up to a certain
amount }/t might %e a real mcen? |n ?h saﬁe.p P

SELECTIVE CREDIT CONTROLSS
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E. E. Brown asks Lochead to comment on part (a) of item 1.
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ths WOU mitted ay
acrf?eg oas(% aernilnr?rrci %Ep%%el%hrcrﬁ?shel rtrl b?y
for her tr ns of the . coun e resu
t e car u er aces stan |aIIy he ments than
t ave In areas ,of countr 0or
ales ae dro ped 0 f as much as fifty cen
aci |c 0ast. . Regulation not c usIng so conern e
decline n" lumber rrces B o y partly dug to egulatron X.
ot I\/F'ddﬁemwes Regulation X has not so far slowed construction
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E. Eo Brown reads Item 2 and states that unti] the effect of
Reg_ulatrons and A can be more fuIIy determrned It does not seem
er any legislation jncreasing reserves or setting
At the  forthcoming session of the Congress,
lation covering bank reserves should be recommended

d ]
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ub'l-erB l%v eyn Ar?e % eder ﬁ se[ em ana glFre ur and h
reves woul be desirable to mentron tha the strl
8 unused pPOWer
E. E* Brown believe s 1t would be desir abIe to emphasiz stron
that no cha 0¢ be made r \{\he ex] ro aw; cq verrnp% ok pe-
rves r hcom g sS1on n con ction WI th
gw qus 10 u gt% t a rec mmeg or he
6]% 10N ssarqe n he cono | 9 leqislatian
ﬂ& oar ¥ es| e 0 have onfr e nua%)( ession
gouncrl to e’ OW Ir}/I bltr Ourgs eddFr?I anowrn what leqgis-
ation the d ay have In rng* J ’
Ra nt interested in reducing non-defense ex-
pendrt ¥es 8 B llla ¥ng the % d eg ’

'
uadget
* B Bro 35 ates that t H Sa subject can be discussed in con-

nectron with | on the a rli ,
E TIONS, THAT %ﬂf
D=a= . }E
Ji < #&

. |I 10 R\B( | Er

*
o7 B0 T P erertrorerrrﬂehad e e S
aa ge egue sts for. ban o di reae cilense
V] ualr hrn Bh { we eybe In for somewa of a s P

ebruary because theé inventory pipe lines are fairly

aprﬁryd or

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



Digitize

http://fraser
Federa

-6 -

Lochead believes it is possible we may have an oversupply of
SOMe products this comlng year,

EN %L"h” ¥ te”e bt"h“a‘v’tttftth. o S o
Ban s ha ecerved a op Hﬁ
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e Ja%'&‘érhr " Btbon o4 (HJR bnapnce e crop, "+ eieves that by

E. E, Brown reports bank loans in his bank are up sharply.

Jackson askg hether Brown finds any evidence of speculative
loans “among his bank®s [oans,

E. E, Brown, No,

tive l]oaa:rlr(ssori]nstﬁee%ryo%s of h) Bgnkﬂer}?heny evidence of specula-

RaX states that there are practically no speculative loans in

his are
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.. Lochead agrees that there may be a run-off of loans beginning
In January.
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Ringland agrees.
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Bucklin agrees
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Potts believes there may be a decline in loans after January 1,
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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 NOVEMBER 21, 1950

I Selective credit CONtrols:

(a) What information do the members of the Council
have with respect to the effects of Regulations

Vand X?

(b) Vhat are the views of the Council as to what
if any, action should be taken b%the Board to
change the existing Regulations Wand X or to

broaden their scope?

Ea) _Requla_tions Vand X have not been in operation sufficiently long
to determine their full effect on the economy.

New car sales have been reduced 10 to 15 per cent in some areas, al-.
thou%h other sections report a decline as high as 50 per cent.. The Pacific
Coast and the South have aPparentIy felt the” impact of Regulation Wmore

severely than the rest of the country.

Because of the large volume of outstanding commitments, no reducti%n_

in real estate credit has yet occurred. Caontractors report that when their
present commitments are _comRIeted_construcnon will decline substantially
be partly due to Regula-

Involume. The decling in the price of lumber ma _
tion X Asimplification of the reporting forms for Reguldtion X, with a

resulting reducption in the paper work required, would be highly desirable.

~(b) The Council .is unanimously of the opinion that no change in Regu-
lations'V or X is desirable at this” time.

Members of the Council have previously discussed with the Board. some
of the difficult problems involved In working out a regulation covering .
industrial and commercial construction loans. The Council would appreciate
the present views of the Board relative to the regulation of loans of these

types.

2. The Board has been asked by the President to submit
its suggestions as to subjects to be included in the
State of the Union message and the Economic Report
and the legislation which the Board desires to have
considered "at the session of the Congress which con-
VENes in January. The Board is now formulating its
views on these two matters and would like to have
any advice or recommendations that the Council might

wish to offer with respect to them.
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X© Council does not know what subjects the Board contemplates recom-

. ding f°r inclusion the State of the Un|on message and the Economic.
®ort, or vhat legislation the Board contemplates proposmgi at the session
~ptre Congress Which convenes in January. The Council would be mterested

Jrecthe Board has in mind on these tWo matters, and would be glad to dis-

cuss them with the Board.

Until .the economic situation has become clearer and until the effect
of Regulations V and X (which the Council unammoush{ believes will mate-
rially reduce bank credit in the instaliment and real estate fields) can be
Jore fully evaluated, the Council believes that it would not be desirable
0 Introduce any legislation to change existing laws governing bank reserves.

3. One of the questions that has had a very |mportant
bearing on the credit poI|C|es of the System is the
impact™ of %rospectlve defense Pro%ram on the
economy The oard would be glad to have the com-
ments of the Council on the economic and business
situation over the next six months part|cularly
the light of the probable impact of prospec ive  ex-
petnd|ttures for defense and the current inflationary
situation

Durlnq the next six months, according to the Counmls information, the
cash bﬁtdg Lthe Federal Government is éxpected to be in balance, or show

a surply Te credit impact of the defense pro%ram durmr}; this period will
be chiefly due to requirements of manufacturers Tor money for plant changes

and exparfsion to take care of government orders received or anticipated.~ The
main impact for f|nanC|n% %ifense production s not likely to take place un-

til after the middle of 19

It is the opinion of the members of the Council that bank loans due to
seasonal demands will probably .increase from now until January, but they ex-
ect @ decline in loans in their respective districts |n January and Fe ruary.
equlation V should cut new installment credit sharply by Januar%/ or Fe ruary.
Requlatlon X should b ?m to reduce new construction tredit by the middle of
next year hat the calendar year 1951 will show no Increase in
bank Toans or onIy a moderae increase.

The Counml would be interested in knowing what steps have heen taken
0 encourage V0 untarx agreements for the restfiction of credit and vhat the
resent at tude of Partment of Justlce is regarding the legality or
ropriety of such agreements

4. Adiscussion of the Treasury refundings for December
and January.

e Board is familiar with the views of the Council, as expressed in
T1°us Qmussmns e 3 He necessity of S?t &rl) port |% ? the deB
o mterme Fte and atur|t|es e Counm eheves that the resent
desirable tlpte) rmg ut an mterm ate maturity .in_connecio
the re undln(rts 0T Decembey an 1anua[y the memBers of the Boar WISh to
express theil views, the Counci be pleased to have them.

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



RAY SERVED

BOA
ML i
;

DS.

The meeting adjourned at 3s25 P.M.
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SELECTIVE CREDIT CONTROLS:

*) R R TS o R AT AR T W

" SR ok gt Den et

u (I)En% B{r(])wn r@ﬁl?rggnpgsrtmg )resse tem Of t(r)]remﬁ%%ntqgl Werﬁgr%n t%
the oard attac

forims M%(%abﬁ H%t%hnatxls meant by a simplification of reporting

of ceEr rEnu {RVrV’h“aEeS ] é fE1STsE A .”%ad ot

%Fr a?n ransac {JOSQ b4 E 8} at Ign o a.ban f
PR et I O?f'cezxa
e pr cee ythe l0an WI| be use

(McCabe asks Riefler to join the meeting at this point)
o RERE B85S Befulaton Xt et ANt
onw at 1s taking place under the Regulat |o

McCabe behﬁves the situation .E. E. Brown mentions IS an ex-
ception rather than a common experience.

Rlefler. The regls&rant must  have a sf‘ate ent that.the loan
IS I‘I% not a rBaI eState loan, which Rie elieves is as simple

as the form can be made.
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F E. Brown behlreves It should e\ther say the officer has no
asorTto beHreve tan Is for real estate! or othrngs ulg.
reau ired from the officer. Brown states he und rftan s Mr. Fisher
lved various complaints on this matter o srmp Ification of the

Sorr)trng ?orms

McCabﬁesayS Rtrlelner

ation- 1 p05ssihilify hd the staff will g Ve, careful_consider-
C
Ry
t

a
of simplitication of the reporting forms
ads part of ltem the agenda .and
it Hpleustu o Vefin
H stance otmﬁ1 uIatronf %X ?‘Rg
ave any customwgs c?(gnp ain. a out cegu
?] that gulatron would 'not be a goo
urt someon

he cEnchs?(E?t\éVHOF ?H r

Memorandum he a d
chergx sh? ‘a he ma8
Menoe € Counci
Jation but Brown S

3

r

i

|

tate

Regulation IT it d10 N0
McCabe sugqests that the Council should get tickets for rrn
arde seafs forgﬂtg hearrn In 8on ress next \%/ee kfh automobr
ealers have waged a very strong paign among their ongressmen

C
Locheag. }fhe complar t on th Pacrfrc Coast s that It costs
Ut $300. fOr 0 @er etlr %a]r {0 that he country.
n

a
; et
pal’rtlste)?uﬁrt]elycohhnetry %le Cegu? AW alized Mmort. than any other

s ha'vahctbe & Ort%rtha edT a3 f%“trda ort ranNapvembﬁéw%e&Ue'ﬁ
[ cent; a Cry S downnnet nprcen whrhrs
reatest’ d c ne 0 of the cities re | leveland ha
crease of thirty n|n er cent. r re es not seem to
an precra I decline fr o a fr Ures ear, Used
car sale h tly a ove s he price 0 I er use
cars 15 St enrn

ulg Et vaeo n thEeV etre/rnrtnsemobrercohdtriheon R onfCII!Zethl alts nh\e/v O?Fd

may preven 10 |0n

I Klo arnts on uIat#{ X L one a

s
e um er |[

rthwest have .pee they ouId ave su d -
cIrnes N prices wt out

ccles. . What might be
e, B o pa?ca s GlL
C

a.otryaea R aaraao'a' ek ek o

Ey;r'“gagey 1 R et et o e

sho IE Bt‘éVrV” b (yler\{e Sta}
reme ult pro
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McCabe, A regulation covering commercial and industrial con-
tttttt ion is still iIn the work with nothing completed. The problem
is very difficult. Nothing definite has been formulated,

Riefler, Rental construction is what we are considering now,
ge MUst move into multiple rental construction. The Board has no
desire to curtail essential industrial construction,

(Riefler left the meeting at this point)
]ﬁS B Nj?éSIB . P%Eél I%N TQ SUBMIT % = I%B
5 IDER WENES IN

ity %ﬁ I 1O THAT

AN

G FHER
Brown reads Item.2 on the Agenda .and the conclusron of the
Councll as gxgresseénrn %QZ H dBentr I M randum éoard
attached. wn asks w er t ﬁ or wou care to express IS
views on the matters cov r d In tnis
McCab oard was disappo n wrth the Coungils answ
Weanrg %or%ﬂ Bh %o n H tu?ﬁed e guestion arounﬁf B gd
oar | s ed {0 submrt ItS VIEWS resr ent
on ress * and) present a nroqram A hard. battle goes
on |n ngtnn ne ba tle 15t %t 0 drect Versus in |reﬁt con-
ols, ere”. 15 qreat ssure in Congress for direct contro
VEn many business men ant controls.

Fleming. Do they want allocations?

Cabe No Every_person wanRNcont rols that d ng aff
him uthori X or Re uIatrnns e%<p| s s t
wuld g Counall J,rgg]eﬁ hs EXIENsio n u oard
on pank re ver oar ssen out two a ankers
gop&tgs credit. : Amerrcan ankers Asso atron s sent out

Fl mrn st te p)at as f r as J?hgulatrons anre concerned*
p] aértborr % exb mJa tter of voluntary agreements
should be ap rove y the epartment of ustice.

McCabe sa s tha ointed ut to Mr. Fo f the Departmen
of Justice tha the l5e etter would |qn n ban d

ne any exe Har tngentf_le tried .to make | ar to M. “Far
that 10 ?ta %nt?anté : i kﬁ t g her waé Hardﬁ)hd

s A U S OO
gmteure tﬁ ganks an ? S [] ncej &om artles g a eetf(
monogolrze credit. c] rat e an ?[ 9reed tdth NS and Ersr o
In Rt n\}or?(g and ?h ?he banks and surance

e S misetng b Salted |
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Pemp%?’e"e% G

men
insurage anie coulg
A e T
out*

?f . McGrath a? ed. Ford to
a en att)||ve - of the ﬁan&s an
es

t s
ﬂg S %WF%no? fbe sene{)ar |

Bucklin thi%ks the meeting should be held in the I\lewYork

federal Reserve

HoGabe thinks the Department of Justice should send Ford to
the mee ing.

Iat|ons é\?a A TQSCQ}%‘”“% ?fn%% Fsounftgpesaco osed f,?nﬁnghe

'
d |

RUSSIan Sl u% lon ears LW gulanon an e continued.

Credit wil ne(e ;f thé rearmament \nrogram 50 t ouncl

questions the wisdo Increasing reserve

o T of B0 1O HPIA 0ol €181 LRl
onh1e par { he Boa overnors to do any¥ Ing a ou% ?

credit tooq?p acego you know yet in what areas the expansion in

cCabe, oard does no no al a was ro a
McCabe. . Th B dd t k t 1], Half habl
aeafona nd a %e amount v(YS pr r Invent orly
|cult or a ban ur oWn cre @a o cus orner en a
PgmHoe % ank ma ex en e cred)t. cCabe |e es re%ues
ﬁie In | % Novemb to member banks to restrict
credit voluntarily WI| ave some e

Iem|n e two Iame bankers8 ass?ma lons ca gnve gr]eat

IR anc about a .volunt y restriction

an |nsura ecompanles are a_new entry in
refore, vo eements for lar Ioans

cre He untar r
Inw |ch %oh banks and Insurance %om%ames are Inte reg%ed are
necessary.

JOT rown me | the situatign of a e automohile
deal Eo rowe |II lon % ﬂ ars to 4 Lg cars so ne would
not ose ranc |se

ccles |f banks. make such loans, they permit a situation
"hereEInanufacturers will continue to én(ﬁ C r?t (ﬁealers

_Fle;;rllng doet% not b leve u can turn off éh lgot over
nlght mon s cou Was concerne eepln bus-
INESS go nex e SIt uaf lon has now urne takes
time t0 tUFN the p|got on and 0
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Eccles, When you Increase the supply of money and cannot increase
production appreciably, you promote inflation,, Unless the automo-
bile manufacturers get allocations* they will make as many cars as

an., You must curtail credit, not only at the consumer level
(Regulation W), but also at the manufacturers9 level.

Congdon. ulation, Wworks, as 1t now seems it may, the
el manu{acF%u Pers Wil cur{aﬂ production. y

Eccles, In time.

Congdon You will need credit for defense production.

 Ray. . How much of the eight billion dollar increase i bank

EccleSo About forty per cent.

Cﬁi t three billion. of the increase in bank loans is
in installment an consumer credit,

crele T. Brown. It takes some time to effect a reduction in bank

Bucklin, Banks can be helpful in reducing the loans of finance

companies.

s bEe 47 3¢ ga%gé'ﬁ%ﬁ " e OF HIFM SRR VRt Sk
a sharp redution in bank | oans

ng as an automabile dealer can get credit to ta

Cm epsouv!/%eh%v%eh?% % em |% lt] ﬂnn r|c S aredgomghaﬁh

d d cons mer uying an
ave another IEVGS Banw Cl’ealt Wi mcreX !

Jo T. Brown. What do you propose to do if the increase in bank
credit cannot e Stoppedg you prop

tes
S€a
|
|

p it M S Mo Rt RS 0 B
Jl%e%o (5 ust Ho evergthlng posmgle 0 hog fing. {y higner.

Riddls f?'”%(}gm ang Q rthol%eogﬁjc[))ylfntgmt beheve they are in the
McCabe believes this is the general feeling over the country.
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Iatlor% Eang %ﬂou[ ; C

be
oard Mal {n

soard we{e ggven ﬁij P

%erves oard mlg
0 Use t he pOWer,
SHB)HO,;@ that bank credit Should continue t0 increase,

tfhat SSOGICT be

panking A 0ehEYes Fn%{]n%pget?]eel FS)% e banking commissioners and other

Eccles. What can they do?

and saByu%halnbanEh?s e)r(naa nge r%ogapna y Pc?a(r)]rse the directors of a bank

Hemingway believes the examiners could be helpful.
T ool 10 BTk B,
cent 0 w commercial banks, which represents a teady
Increase in the pe centages OVer recent years.

R TR 38 I
res In excel nt crops and resu een lar

foc o ns. ans are ,;u stant|a al sho

|vestoc banks n that ca

McCabe repl|es he knows it is a difficult problem.
E ,eso If the feeders could not get credit, they would not

The. governme t buys meat at ceﬁabn Prlce% aﬂg 88\}35 to

sustam th ure.” One way wou 0 ge
ment 1o re% @e non- drel*ense expenditures. !

Eccles., Reducing non-defense expenditures would not amount
to a great deal
! |

' )

:r (]j
6 JrYE g

T
DEHEN

E r(iwn reads Ite 3 on th?\/l and the CB nclysions
|§ Counci as ex ¥e§ In the ran um to th gr .attached.
Sgns ro o qove nme nt ma requwe { at USINESSes
Digi ank Cre |t f?r ac q r|nge [ ve ntories. In the last war bank
E“ZHR -wentodown and the “government debt fose.
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cles, In 1978 an(ii 1949 e had seasw}al mcreases In bank
d| witn seaso aI def iInes following,, Y % here any reason
! leve Hae early in r9so will be anyth other
the usual seasona ecline?
E. Brown. The Cqm m t Credjt extended cr dlt n large
amourits witnout bank C{ it b useo, Klo %anks ave ad tog
0ans on commodities,

Last year the Department of Agriculture reduce
cott0|T roduc(ilon to hfteen || rPacres % H) art men 0(%

Agrlcul re askS$ f?r thir tg mi |I| acrea] nex ear |s e>i
(i W equwe abor and ma hne Hyouex
these sharp reverses in th k|ng wh|ch af ect the “econo yso

seriously?

McCale, These
partment 0 Agrlcu

Flemlng AI,}c

ns a d'ffi%ult to updérstand, but the De-

re di
s the weathervane of Congress,
his.means that you canll turn the spigot off
and? q 11 ¥o Se reserves; you may comphcate the
problem“of Treasury refundings,
di

Potts, In this discussion one important element has been over-
looked, the recent election,

replies that the results of the election are being re-
erct’e\lF%bg Iﬁ)mgton ’

A DISCUSSION OF THE TREASURY REFUNDINGS FOR DECEMBER AND JANUARY
E E Brown reads (!tem 4 on_the ﬁenda and the oncIu3| ns of
e Council a resse the Confl ntial emo an um ﬂ the
ard attache rown reali s ﬁ %ard
d|scuss Wi B t ounC| a] r IS con ec |on w |ch t ﬁ
ta k the Tre asurg rmxn bel|ev%s
miliar . | ecom m endations of the American Bankers

el
of

ans
re |
s
?ndl
|

now
ssomatmn c mmittee,

p S t %oard ||s r|n|l|

I\/tCabe eb er E nel ds

you |

N |nﬁer €

rw h these rechmﬁndatmns

a
ou u%g? ou e% ot ssﬁ ; 8rr1 the
ort rae c be asks ou Fﬂs Sf ee |nyg oR thg oar(fas action
In"connection wt the shor rae

Flemin oard has cco Ishe 1tS 0 | es. Lf th
EOSEdnaﬁ?'“&TW% Y)Sec&i%lve8 gs be cgg(inpg}?eel rities WI{hOU?
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ff the Biterolo) f“hé‘atth J Banks gase n il “short ts g a?“tW%Ht
st gt bl e rend e T f MRS o s
ga?r {ﬁe Boar aﬁd 5 e \ﬁlreasury ? hg wou?c?be ncfl c?
th long-term bonds decline.
b BN e X BUIY I J0in TRE P R O
frozen at one an ah per cent.
ponce e iven 01 h%rnr it a§gg¥so e Frtg? R happenger cent
lHreEnLFrgom tT}hg Q Fesmvggug%rrt%\lgver Some corporations would
McCabe.  Would the. ogr m of the American Bankea Assocga on
rease or de crease In the holdings o

ommiges TESUIL 1N an” ific
System’

Fleming. The holdings of the System would probably stay the

samne.

agarin. e Count! 1 855 sugueecd MRHteoncfilng” JiE "
er cen% has not. curbed Banﬁ credqt h |Dnew |dea of 'I 7?@ He ﬁer”
or gers]everété)raﬁr ts¥ear m ur| me Ie frE s the He a{r r?e
Etetort term. rate g Iexrb ?o cha %e ba f( We sh?r tternlt(
15sues £o in ermedrates rovrd s r for han

S pe
portfolios, and you incre se e cost to the Jlrreasure
Fleming asks Eccles what he would suggest.
woul out a sec rrt for investors.
dlf obi 3Pt I

c}cl s states that h
met which cre hould" be res eerves In-
clydin ecraI reserve nter edr ate onger m issues do
no he o meet the Inflation pro lem, e?( wou |ssue one
per cent one year rt| ca eep rte exr
e. Woudon g the .two .and f rcnt no n
vre cannot curb ct d |t a a n fe era
0IN cur It ve a e ICIT
are eadd or a straig jac et ontr o no ac

Congdon. Do you wrsh to put the banks in the strarght-jacket?
Eccles. No. The banks would still have much freedom.

(At this point there was a brief off-the-record discussion)

******

e yl]gceB OS‘EdF%%dru%hrey %) unl%”aﬁ rs%d %% the next. meeting woul

bamea o kD8 Meeting adjourned at 1:23 PM*
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