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BY-LAWS OF THE FEDERAL ADVISORY COUNCIL

ARTICLE |. OFFICERS

The Off|<ifrs of this Council shgll beaPreﬁiq?n,Vice Prele three Di 6ectors and
a Secretary, all of whom, except the Secretary, shall also serve as the xecutlve ommittee.

ARTICLE 11. PRESIDENT AND VICE PRESIDENT

he Butles of thﬁ remdent shall be such as usually pertain to the office; in his absence
the Vice President shall serve

ARTICLE IIl. SECRETARY

. The Secretary shall be a salaried officer. of the Council, and his duties and compensa-
tion shall be erdy by tlh ?Executlrve Committee. P

ARTICLE IV. EXECUTIVE COMMITTEE

The. Executive ittee, as indicated in Article | of the by-laws, shall consist of
the President, Vice remg]ent andS t\] %ree Directors. y

ARTICLE V. DUTIES OF THE EXECUTIVE COMMITTEE

It shall bett}]e dlytg fﬂzExecu Ive Comrgltt qhkeeP in Iosetoucg with tqe Board
f Governors of the Federa eser\f]e ste éelr gualonsan rom g 1ons,

r] ocommumcatethesam tm rsaft ounm and to suggest to the Coun-
from time to time, spema matters rcon5|derat|0n

The Executive Committee shall have the power to fix.the time and place of holdin
its regufar and special meet}ngs anA methmrs 0 gvlvv{ng notice thereofa P J

he Executive Committee shall have full power, as officers of the Council, to act for
the ouncﬁ(%etween meetings oiht% ounu,p

Minutes of all t|n s of the Executive Committee shall be kept and such. minutes
or digest thereo shn]eb (Patgl orwar(?ed to ea ﬁmemger he 8oun0|l

Ama&orltgl of the Executive Committee shall constitute a quorum, and action of the
Committee shall be by majority of those present at any meeting.

ARTICLE VI. MEETINGS
Requl rmeetJu%s of the Fe eral Ad |sory ouncil SR%J be held in the CanofW

to ethlr s f ruar tember, an ovem
r%g a]year unless ol{ﬁ |se |recrpe t xecuthe m|tee

e T

ecial. meetin cal any time and place by the President or the Execu
tm%ﬂ {a Ca aYI e ca edab tMe Ig]resﬂen? uponywn?ten request of any t h e
members of t ounc
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ARTICLE VII. ALTERNATES
absence of the _regular rese atr fan ederal Reserve Drstrrct the
Boarcp tfhl?) rectors o(% the F eageda F{e rve z tyb

nate rnale. S0 appointed shall have i i ISHICL may. fppaint an alter.
Councaltferw ich ﬁg% een aﬁgomte ?—I %

sent ta meetm S
ha havgt?t erl %t {0 tae art ﬁr ﬁ
|scussronso the Council butshaII t be entitled to vote. J P

ARTICLE VIIl. AMENDMENTS

These by-laws be changed or amended at gular or special meeting by a
vote o?a ma¥oﬂty or? t%e mem%egs fothe Federal A vnrgo gouncEI P I

February 17, 1902
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

February 17, 1952

I 213&% ‘E'éﬁzvargedg“ﬁﬁ%'é%t'8§? R e e T Rt

Present: _
st CIaXtoE Alternate for Walter S. Bucklin) isgrict No. 1
r$ istrict No.
e0 r% Istrict No.
%r UE Istrict No.
0be emmg Istrict No.
Istrict No. 9
?i\yar own Istrict No.
Istrict NO. 8
ose f %Iand Istrict No.
Istrict No. 10
es che lgtHCt 8 %%
erbert V. roc now ' gécret’ary
Absent:
Walter S. Bucklin District No. 1

Mr. Edward E. Brown was elected Chairman pro tem and Mr. Herbert V. Prochnow,
Secretary pro tem.

rle Secreta o tem stated tha communlcapons had been. received from the twelve

Federa| Rese ve rtitying to the election of their respective representatives on the
Caunal for the year f95c ying P p

The foIIowmg officers were nominated and unanimously elected:
dward E. Brown, Presi
onert \/E Iﬁem\llvn E{FcedF?remdent
i ety
Irector
Her rt%J rochnow, Secretary
Oﬁ motion, duly made and seconded, the salary of the Secretary was fixed at $3,000

whlct%)grrengtboanrt g\g%ergea%el r%ell?tdesseconded the Council approved the by-laws, copies of

I R A

bey |cang
ort s approve andor ace copy of the report |sattacheda made
Barto these minutes.

4
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e o ra rotes oft meetm -
&em er 1 copies ofw |chthaﬁ] been seh)t previously to the members of the
ouncil, were approved

%8 anovem(én %Jst[‘?%doe alr; ¥ Bonl%eﬂ t\hle pr te r}gt glfog the eethgW E{f &Ee

On motion, ma eand Sec nde{d a resolytion vg mgotpted hor|2| the Sec-
retarg to as eac Ea Ee erve to contrib, tte$E 0 § ecr arlal and
|n Id ﬂtatex repnosseeso the Federal Advisory oun0| ort eyear

and to draw upon
President Brown a nouﬁgego

ere recentl ap intsd % |}/léo'eerlﬁolvlms ié alrE(Olet ;g hofc(ghecretsoon
g@[l& tethge B[Poe(;bréJ s extende(? OP e Ototﬁ o 'F%eserve

an vitation to t e mem ers o the ouncil to be
present.

CA complete |I%’[ of thg items on the lqenda for the meetmg and the conclusions of
the Councyl are to be found jn the O{]II al Memorandum to the Board of Governors from
he Federal Advisory Council, which follows on pages 8 and 9.

The meeting adjourned at 5:57 P.M.

HERBERT V. PROCHNOW ,
Secretary’,
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REPORT OF THE SECRETARY OF THE FEDERAL ADVISORY COUNCIL

For the Year Ended December 31, 1951

B .
050, 608155 Salaries. $ 2,500.00
Conference EXpense............. 977.74
Printing & Stationery........... 347.30
— Postage, telephone and
15 Vaderal Reserve Banks.. 4200.00 Hiie pephone end 1852
B hand
ECEmDEr 10, 1951......i . 7,337.99
$11,181.55 $11,181.55
[C_: icago, P%E
ebruary 1, 1952
To the Federal Advisory Council:
Adv.éo?gv oo SRR B AHBE e R AR B el
ment agrees therewith.,

Respectfully,

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

February 18, 1952

At 10:00 A.M. the Federal Adyisory Councjl rec nvened in Roo of the Ma
flower Hotel, Washington, D% w}/tht ePresw'ent r. Brown, R|nt e%Zhalr y

EaneFeée“ﬁ %.nawar et i a{kspresgde reyFé“ﬁ i e&'ag;u %“ﬁ%ae‘@vf
lemi avi dS xah ingland, als itt
ay, mes Lochea er ert Proc now, Secretary.

Absent: Mr. Walter S. Bucklin.

ol S R R
%V;/ﬂ lows, OTJ”ﬁJea s 8 an stin

t] ch |teT and the conc usmfnshre c eg
é ouncil emorandum was% %gre to the Assistant Secretary of the Boar
overnors at 12 noon on February 1

The meeting adjourned at 11:40 A.M.

HERBERT V. PROCHNOW
Secretary.

Federal Reserve Bank of St. Louis



CONFIDENTIAL

MEMORANDUM TO THE BOARD OF GOVERNORS FROM THE FEDERAL
ADVISORY COUNCIL RELATIVE TO THE AGENDA FOR THE
JOINT MEETING ON FEBRUARY 19, 1952

1. W held th | will h f th
Ben Its, meetin ng god nﬁeqﬁeosltpocnnm I, SIV re&elved cogue)s of the ansn{ehrs

es
a(r wou| [) ﬂ(]fease to have an oune,l WISh
make rE ardi gr swers andp rticu aryW|t regar t0 the a swers su
mitted man Martin.
The members o eCounc eciate the o rtunltt adto read drafts
of the, answers d} Hﬁalrman % dﬁh d’%? ¥tu equ stions sub-
mJ ed to him blté atman ubcommlttee ounc eenvt ,m reﬁsed
| he comprehensive and consér tive manner in w F ealt
the 8u s}tlds ave heen scusse answ IS In a pum ero fases nclu eatho gh
e] na 3|so the hlst?rlca ron necessar uate con5| ra-
onsot in an ca ISSues Involye

fodnm are ? ?ebﬁ to ]png émsev enera arementW|t p amo hﬁ
8anfw IS su mtttedt jterx Ope. 8ans ers 0 the |rman o
%Onacrtlons of “d%rat aReseetrevrt& r%rtnwtées merican eJé&%Bﬁth t’t Colr d’t‘t’t‘ti
dJ ISCUSS certain oft e replies W|t t§oard

2. The Board would Ilke t0.hav thev iews of the Coun il on ros ectlveb

ness an ec nomcsm on r|n the next si res

cangesn} % meo unngthe |rst 0 9 and nC|pa
or which loans WI be made

purposes

No me ber of th C ects a shar reak 0r a Serious recession in husines
atIVh te rthafo %r%ﬁ e]ets %
evel, an SINess genera

Od/rgeq'there Loguction 'gyv#ere tvesetﬁe o
q n(t fmemberso Ft dncl ¥egg(tldln Fgﬁ; Hatrend 0 bankqoans W}{
st |nt elr res ectlved ftnc n t to foCa actors suc asweatPeran |th
Ml tﬁ“tﬁegacce‘er } dne agricultural, Ing S”i et are a number ol General, factors
wpﬁ 8 cf itures, whose infl uend% %nt eproba ?e daemandp Fdr banFcreglt IS xceec?tnﬁf)e/
Efl t oresee’ and measuire W|pan cer Iy J he members o
ouncl exPects me Increase in bip [oa distric amlﬁ rlty expect loans
r

Change In the agQragate amaunt. Akt xtBSCtd%td i the first naltof 1068

]a del necessardy be made for the normal ndu t|o nd dEtrlbu on. of 00ds.

Loans urgoseo rying.inventory are te C n o ns or industries

in r%e |n efense act es re° |n reasing. and wil u ? g/Ce ﬂ dncrease
ion of amaéorl ounci

Vi
urpose ot oysing, in the o 3
Ioans tor arrﬁlnglnsta meﬁt cre |tnﬁ| probably remal constantordetreases |g?1?

3. Does the Council have an estions re ard| System credit policies? Wha
ﬁ) enrt fr? Ed;/ % stem p0|IC)y ta%glnt e eve t m?%tld/ nary pressurgs are renewe

an

8
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UntrI it becomes necessar t(‘)i he Tr%asui{ se from tne baHtks a consrderable

mountt new mon]eé/ (Bo cov, cr& eIr ves, that resen Do cre
erng owed ommr o mam arnrng a flexibl an or err}/
marg or over ments u ||eé and reason X Irm money” mar ts be ¢o
tinue % eriQ ouncil also believes that no change should be made In
reserve requrr ment orin t e rediscount rate.

nless the Treasur .can.find ways of channeling a large volume of in |vr ual sav
|nt g‘over ment securities, i thg ecessr # gtheatrgeasur |n th ﬂ o? iggé
the ban whic |nh onr Srncen h re uc lon in b
oans IS possr |nvewo 'the njecessrty of ans Inancing boththe essential crm lan
econortr]t ede ens (exlp turﬁs a su bsiantial purc sesof vrnmento V%a
te an s would require that the banking system eprovre with reser
rou h a redu tron in res rv reourrements or ‘throug rRen markef ng ations
etween t (ewo eb rovrdrn? reserves’ a majority 0 ouncil
vor cre trng ditiopal bank reserves b}/ Pwerrn 0 reserve re ﬁ nts, rather
}/ avin eera eserve Banks acquire furtherlarge amounts of Government
securrt es throtigh open market activities.

Xthe nexémee ng of the Council with the Board in Mar¥ ch%remen of the
Government.an as pro ram ecess to ttract non-ban erto overn-
ment Sec rrthes§hou earer. P ouncr eased to discuss this question
again wit oard in the ight of conditions att at time.

h;Founcrléu ests the continued useﬂtever mea sof ublrc % trve
of the Voluntar |t estraint rolgerda roéram asb nan enefi |a an
constructive influence in restrrctrng t to essential uses.

In it M 0 dmt the Board. of September 18, 1951, the Council stated that it
believe § em Gsjtion by re%ent){i\Ir |s(1at?oﬁ P]Pmétat%onsu ont he aut horsr yéorevpousl

it e bt ey el ek A
) ouncr gre esrhetrm 1S noni aﬁor%orrate or the Boar sk for the removal
metnhte?:erecltrrrtlf? gslrsrablels woudenabe e Board further to restrrct ousing and Install-

As a mean]s to frnancet ro pectrve deficit other than bg (f banks, .the Council
e}heves th reasury s I%ed 10 13SU ro t]erm tan mterest rate
Ich wo |nsu e t |r sale. tbe tg S required forthe success u issuance of suc
%term onds should of course be discussed with Iinsurance companies, the managers
of [arge pension funds, and others.

4, The Board has been consg ring the Iegolslatioln that it will pr gose for enact th
in the current session of Congress ant would appreciate the comments of the
Council in that connection.

The Council does nof know what legislation .the Board contemplates. ro 0sing a
the present session oteth (Eon ress. hfh (%gouncrlwr Pbe p(iease(? to discuss with the E]gar(s
any legislation it mtends to propose
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL
February 18, 1952

Federa Eeezs%rl\alel\@u|It(§1|engFWas%lmAg?wso Ccovldl ﬁ"ﬂ%’ Bvreers]fetfjerw &/}I]e (r)g\ml Fler? H]e 8%5??

gvea,%.efe@e”é kgm;dwa%jﬁr Bt Gl ” il r o TR,
Hgm ochea ert roc now rgetary
Absent: Mr. Walter S. Bucklin.

Dr. Ralph A Yo to SIOH of esearch an Statlstlcs f the Board of
overnors |ﬁtro e%&ﬁ oun [gsms ant we&tBr V{’EM spoke to the
ounul on the su Ject urre ob emso one ary ollcy and Déb agement

The meeting adjourned at 3:35 P.M.

HERBERT V. PROCHNOW

Secretary.
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MINUTES OF JOINT CONFERENCE OF THE FEDERAL ADVISORY COUNCIL
AND THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM.

February 19, 1952

At 10:3 oint_conference of the Federal Advisory Council and the Board o
0Vernors o? Fe?]e[‘] P Reser e%ystem was?r fn\t %ar ﬂoom of the Eedera[
eserve Burldrng Washington,

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

K, Vardaman Mol SMESWQHJ}\ PO M S BB Baron: a1 M &8
arpenter, ecretaryo the Board 0 Governors

Present: Members of the Federal Advisory Council:

r. Edward E. Brown, President; Messrs, Ernest CIa ton (Alternate for Walter

BucleI !\5j gaxt rJac so, Geoffrey gmlrt Gearge yo‘ Fgober IemWr %aul
avis, V. J AExan er Joseﬁ F anglan DavrdT Beals, DeWrtt Ray James K.
Loc ead, ‘and Herbert V. Prochhow, Secr

Absent: Mr. Walter S. Bucklin.

Presrdednt Brown read the first item on the agenda and the conclusions of the Council
as expressed In the Confidential Memorandum_to trﬁ Board of Governors from the Federal
Advrsory Council, as printed on pages 8 and 9 of these minutes.

tary.

Chai Eman Martin r marked that the a swers ofén]e Chairman a e actual the view-
oint of the entire Board, as all members o t e Board have approve the answers, except
he two new members who were not on the Board at the time the answers were drafted.

The President of tre Council then re?]d the second item on the agenda and 5he con-
clusions of the Coun tsgx pressed In the Confidential Memorandym Pnevrous men-
tioned. There was a Qrief discussion on this item, participated in by members of the
Council and the Board.

The Pres dent of the g(mn il read the third item on the a enﬂa and the conclusions
of the Councr as expresse |nt e Confidential Memorandum attached.

Charrman Malrtrn re %rked that he s mﬁa hiz%s with the views of the C?uncil ﬂn
financin H blems of the Treasury. a owever, that he does not favor the
atrst talk that there 1s no money avar ah

Presrdent Brown then read the fourth item on the agenda and the conclusions of the
Council as stated in the Confidential Memorandum.

Chairman Martin reported th%t the B%a d will ntroduce a bill to renew t eauth(%rrt
of the Federal ReserveS stem to |ons o %overnment secyrities qirectly fro
the T reasur rese aw expir s shortly and the new proposa extends the power
permanenty and n merely for two or threeyears.

11
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PreéidentB own replied th%t the new.CouncHI has not discussed thF Bill, but that the
former Council favore megt e authority with a two or three year limitation on it.

The meeting adjourned at 12:58 noon.

HERBERT V. PROCHNOW
Secretary.

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



NOTE: This transcript of the Secretary's
notes is not to be regarded as complete or
necessarily entirely accurate# The trans-
cript is for the sole use of the members

of the Federal Advisory Council. The concise
official minutes for the entire year are
printed and distributed later*

H. V. P.

The Secretary* s notes on the meeting of the

Federal Advisory Council on February 17* 195>2,

at 2:20 P.M., in Room 932 of the Mayflower

Hotel, Washington, D. C. All members of the
Federal Advisory Council were present, except

Mr. Bucklin. Mr. Ernest Clayton, President,
Industrial Trust Company, Providence, Rhode Island,
served as alternate for Mr, Bucklin.

Edward E. Brown was elected Chairman pro tem and Herbert V. Prochnow was
elected 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 1972*

On motion, duly made and seconded, the by-laws were approved.
The following officers were nominated and unanimously elected:

Edward E* Brown, President
Robert V* Fleming, Vice President
N* Baxter Jackson, Director
Geoffrey S. Smith, Director
George Gund, Director

Herbert V. Prochnow, Secretary

On motion, duly made and seconded, the salary of the Secretary was fixed
at $3*000, annually.

The Secretary presented his financial report for the year 1951 which had
been audited by Mr. J. J. Buechner, Assistant Auditor of The First National Bank
of Chicago. The report was approved and ordered placed on file. It will be
printed and attached to the formal printed minutes*

The Secretary's notes of the meetings of the Council on November 18, 19* and
20, 1951 were approved*

A resolution was adopted authorizing the Secretary to draw upon each
Federal Reserve bank for $350 toward the secretarial and incidental expenses of
the Federal Advisory TCouncil for the year 1952*

President Brown announced that Mr. Mills and Mr. Robertson, who were recently
appointed to the Board of Governors, would take the oath of office on Monday

afternoon, February 18, at U:00 P.M., in the Board Room of the Federal Reserve
Building. The Board has extended an invitation to the members of the Council to
Digitizedger pr&s8nt*
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WHEN ITS MEETING IS HELD THE COUNCIL WILL HAVE RECEIVED COPIES OF THE
ANSWERS SUBMITTED IN RESPONSE TO THE QUESTIONNAIRES OF THE PATMAN
SUBCOMMITTEE. THE BOARD WOULD BE FLEASED TO HAVE ANY COMMENTS THAT
THE COUNCIL MIGHT WISH TO MAKE REGARDING THE ANSWERS AND PARTICULARLY
WITH REGARD TO THE ANSWERS SUBMITTED BY CHAIRMAN MARTIN.

Browno The answers of the Chairman of the Board to the Patman Subcommittee
questions were,as a whole, exceptionally well done* The Council may state
verbally to the Board that it does not approve the idea of the Board having
authority over reserve requirements of non—-member banks* However, the Council
may state that it finds itself in general agreement with the substance of those
answers the Council has had the opportunity to see* The discussion on special
reserves and on other phases of the subject of reserves was quite objective*
Politically* it would probably be impossible to pass legislation giving the
Board authority over reserve requirements of non-member banks* The present
arrangement of member and non—-member banks offers an "escape" against possible
unreasonable reserve requirements*

Ringland* Authority over non—-member bank reserves might be properly
administered by a banking agency at one time, but might be improperly administered
by the same agency with different personnel at a later date.

Brown. The Council of Economic Advisers wishes special reserves* and this
idea was originally included in the President’s message. It was later withdrawn.
(At this point there were off-the—-record remarks) The Board has done a very
skillful job in preparing the answers to the Patman inquiry*

Fleming* (Off—the—-record remarks) In the oral statement of the Council, the
President of the Council may wish to express opposition to the idea of special
reserves* The Council of Economic Advisers approved special reserves*

Brown. The Board should be commended strongly for the scholarly answers
prepared for the questionnaire*

Fleming. The President may say to Chairman Martin that the Council will
strongly oppose any proposal for special reserves. (An off—-the—-record discussion
followed)

THE BOARD WOULD LIKE TO HAVE THE VIEWS OF THE COUNCIL ON THE PROSPECTIVE
BUSINESS AND ECONOMIC SITUATION DURING THE NEXT SIX MONTHS AND ALSO WITH
RESPECT TO CHANGES IN THE VOLUME OF BANK LOANS DURING THE FIRST HALF OF
1952 AND THE PRINCIPAL PURPOSES FOR WHICH LOANS WILL BE MADE.

Brown, asks the members of the Council to report individually for their

districts *

Clayton* A sharp contrast in employment conditions in individual New England
areas marked the New England economy as the new year began. A decline in the
number of workers engaged in the textile, leather* and miscellaneous manufacturing
industries of 527500 workers compared with a year ago created several distress
areas; increased employment in the durable goods industries has ameliorated the
distress areas only to a limited extent. While increased consumer demand for
textile and leather goods is expected shortly, improvement in the New England textile
picture remains uncertain because of its poor competitive position in the synthetic
fibre field. Sustained, high level employment in the metal products and machinery
industries as a result of government contracts is expected. In addition, increased
employment in the aircraft and private shipbuilding industries and in government

DigitizedNavyRAX&rds is forecast.
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Residential construction awards in New England for the year 1951 were almost
equal to those of 1950 compared to declines in other sections of the country* New

construction awards for manufacturing buildings in 1951 were three times those
awarded in 1950*

Department store sales in New England during January were off about 20 per
cent from the high levels of the second post—-Korea buying wave of January 1951
February 1952 sales are running much closer to 1951 levels and above those of 1950.
Christmas business in 1951 ran ahead of 1950 for the section as a whole*

rest of the

Business conditions in New England have not been as active as in the/country
during the past few months* due to slack conditions in textiles and shoe manufac-
turing. It seems likely that business in. these industries will continue to run
behind the country as a whole* but the point is at hand when some recovery may
occur. Inventories are down and prices are being reduced to a point where com
petitive orders may be secured. It is not likely that government contracts will

provide the stimulus to either textiles or shoe manufacturing that aided the
New England economy in 1950-51a

With advanced percentages of tax payments required in the first half of 1952
under the Mills plan* and due to the restricted working capital position of many
corporations* bank loan volume may well increase during the March and June tax
periods. However* underlying liquidation tendencies shown by reduction of loans
in 1952 to date* should continue* as for example in consumer goods lines* finance
company loans and the liquidation of commodity loans in accordance with the season-
al trend. It is doubtful that such liquidation will offset tax money loans* but
its effect* coupled with the volume of U. S. securities held by corporations for

tax payments* might well reduce the pressure for loans below levels currently being
forecast.

Here* too* there has been greater reduction of loans in the New Fhgland area,
and it is likely that expansion due to tax demands will be in a lesser degree than
throughout the country generally*

Jackson. The most recent figures for loans was $11.6 billion (December 19)*
whereas the previous week the total loans stood at $11.1 billion® It now seems
probably that the aggregate loan volume will increase in District 2 because of
the Mills plan and defense expenditures. Retail trade in 1951 was 5 per cent
above 1950* but the gain was largely in the first six months. Retail trade for
January 1952 is off 17 per cent from 1951* hut January 1951 represented a buying
splurge after the Chinese entry into Korea. Inventories are in better condition.
There are still excess inventories in home appliances. The primary textile markets
have large inventories. Converters are in better condition than last summer. The
mills have finished goods in warehouses. Finance company business is off 20 to 25
per cent, compared with a year ago. The second hand car market is reported better.
The shortage of copper and some other metals may hold housing starts to not over

800,000 The total volume of loans will probably increase.
Smith* Business activity will continue high in 1952. The second half of the
year may be better than the first half. Defense expenditures will tend to increase

business activity. Soft goods may be better. Retail trade has been off compared

to the same period last year. Smith believes building construction may be off, but
it may not decline as much as some now anticipate* There will probably be some
increase in loans in his district because of defense expenditures and the Mills plan.
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Gundo Conditions in the district are essentially healthy,. Def nse OrdEF
are exceptionally large* Coal is on a particularly favorable baS|S ecaus
exports. The best grades of coal are bejng exported® A new tonn ﬁ reCOr In iron
ore IS anticipated# His bank pays only 1 per cept O Savwgs apﬂ Oum(? of
ftliBljOOONO00 in savings® The clothing industry H S been, NArd NI ale

S GOWN.  Gund doubts whether mteresB tes will |%her and he t

MY actually go down® Loans will aBET increase in NS 0istrict®

Fleming*  The h ac. |vrt b [ shqrtage ent
store 54 eagrna actu (Iif % Ptoh)er in tie |rs té T%E% han. thtp erekE
saneﬁ rod last ear There 1s sme ain enrn own of const uctron he s or

{ Sﬂnd es ma hod do ous more han orages 0 materra
Howeve [e s ou ume o ous ars o ;(pe]cs an
mcrease In_loans becau |IIs #§e expen he cattle
population has mcrease consrdera ly | |s rrct

Davra Xpects bu rness t Rﬁt Housrngn constr tron IS gaite active
ecause of gefense ac IVitie ||II plan agl resu In" some rr]crease In pank
oans hut ot erwrse Ioan?Apro ab L mch se_ang may actually decrease
oans over all may go ot even miore than they have so tar*

. Brown* usrness in the Seventh ?rstrrct | ver active., e cegt that th
sso unem ent in the D tr |t Fli rea (t eau omobile ctrvr
oans own Sl i% em er,, bu the dec me In o ns seems tQ %
0an

I
ven orre 0 are U epart Fﬂeﬂ store S ES SO far |
e sam er| In

Sﬁ E
ban% I]It]eg%)&i O?r aoeent%]edscorresdoeon Ing. periog o

< owt

5

ost
t/ [ fﬁrofresm% é‘setts In i9g

r}§ srness ay hae |% ct f

1 e T, e

Er)\%lw a\rpean!?)wer |s* Loans ma

\n I HrobnbY 0 ahove Ee IeveI for t] Xmﬂ
a year ?P 00

oans in that treld#

r

ientoies may bring” some decline |

lexander* Deposits are abo he me as a ear a o* Ordrnarrl s drstrrct
ouI t a boost from o | o t cotton m ans |s fl ear
he fr ARl cot efore a frost and t |s 1S tata ost r
ze *2 but a ze efore a frost 1s b ans are no as
ey were ay ar ago#  The |I are buyimn han to outh” and the co o merchan
re carry catton shoe | In ouIS IS better# s.distric
a e efense ers t have*  Savings have In rease in banks and
ur n ass0 c lation o srng as slowed Town somew: epartment
store sa are ow 1951 put a ove 1950*

Ringland* Deposits axe a little ahead of last year but loans are .running Off
2ven with effect of the Mills Plan., it is doubtful whether loans W||l|j reach tne
peak of 19§1t§ General conditions Il the district probably are not as good d5 they
are over the country# Country banks are asking for excess lines* Department S{0[€
sales in 1952 d with 1951 are off more than the figures for the country a$
awhole. RIN( an€ 0es nqt ex ect the emand for toans that the rest Of the country
experlen aVIngﬁ] Eposl {s are down5 b t? ilding and loan association
g% SIt are igher £Se agso 1atlo ?J er cent* The commercial banks
er C nt 0 Savings or sup Qr¥cof the district is being

ome 0
Iost to res f-the country* Tt 1S hopeda he dis
1952.

[ will have good crops IN
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Beals scares that nis district is.pred rant ricultural It U
o G et SRR B AR
Wamm”nmhema%a.a%MhEhtmr
? 'ﬁ betheg th n it \?raf af tRer st o] t earJ§ Sre‘h sfock Inqust rx
gorni;alr [ trg gerrod oI UX, ke teas r art o the nre ae sho

gest Increase, In Tive ?toct rBt Cayl sed some b lems, for
ngso ant 1§ oda et%r t]han & 1ar ¢ Ol (BU ness feng IIy
rsf“arrielysatrstat{)t ea oar(b anssodggro ere ¥vr| [ a%
o real increase In, foans unless he'.tax, situation brings adema or bank credi

Nave veen eMbezzlements In grain storage.

RaE, Th re rs no Unem onment In the EIh enth Drstrrct* The oreat roblem
h ?ert I Areas are’ experienciy % gbgs FErious rou In m ;P ars
Ida busrness f as ahov ﬁh nveno temﬁ onjrtron

serrousﬁq oW C r re rstr 10NS are own anﬁab e deﬁlerss

are
at this.
XIsfS ecause ow Cﬁ carg were not avai esrden ﬁ trL\ ti n rs
efl rn 1S Sli \M Ve a yeg ﬁ eBosrs are own no a
ecember are some ha vged arr 0s deposits a[e up er cent
nsavrn% posrts up 00. ~ The”savi ?s and oa socr

@er C t er ce nt n erest rat s on foans are 9 ere rs a
ea\Q/ eman b credit. tw areas recelve arn there will be an

F rd trend In Ioan volu m states that E) %re has peen no ldrge "deman f%
ans for tax purposes. trend is probably up, but not substantially higher.

Loo]khead sa% s that h m8re o(rr‘rm tic boutb siness conditipns t]han he
ast meeting o the ouncl he¥ ave ha more rain_and muc more
sHowrn he mountains, soh Xar% assured ot water, BuSIness is ood P
t foodl_dt(rstr are oo r anners_ar o t reducing their rn en orres ast
eq ﬁ cts mgre homes to he haB Wwere constructed 13 ﬁ Xear
1S N0 hac og unsolg houses, uttereh] eeg same probem Wi Iogn
aar men ro ects, The lumber marke a quite rg avings In hanks. have
crea eatel<v but s vrngs In DU n]% and. [oan. associgtions ave increase
con% derabﬁ head's ank Increased the savin s rnte st rata Fger cent and
E bst antraI Increase In Its savings depos trend of loans may

Brown member of the Cauncil expects a co II
%Iryment 'ﬁ 88 %roductron 1S el%ﬁ e%teifl
s

s Lt ppsness
majority i e. members of
| aooecre se. ~Taking the country

nin. t ouncil. re ardrn% emand
1952, N0 major change in

ol e nr'nri 30, e

e Ioan vqume eit

DOES THE COUNCIL HAVE ANY SUGGESTIONS REGARDING SYSTEM CREDIT
POLICIES? WHAT FORM SHOULD SYSTEM POLICY TAKE IN THE EVENT
INFLATIONARY PRESSURES ARE RENEWED LATER IN THE YEAR?

Fleming. The Voluntary Credit Restraint program should be dramatized constantly.

Brown. The questions of open market policy and what may be done With the
rediscount rate are particularly important. Brown states that the Treasury staff
gave a rather detailed report to the A. B. A. Borrowing Committee regarding fiscal

Problems.
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nicht ovt” aé a8 1 %t [, (e Trsas rh h 5 e tt*hﬂ%%r
UrIties, a n ecline rapi The easu need
10N, 0 ne n e une rrod o der 10 ¢ r N o
Llion, he re sury from ecember W0 Id nee 110
tu ﬂ b k trn S* It IS not

a.rrrrarrrar Ui e e rbr

a ecember 31 f9£ teyﬁ Btjca ma\// gfc(h 9 Hr L He

a rrw sem must e bond aér reserYe eHrremens tto e reduced,
Wi necessary prim ethe pump hroua open market operatrons

Brown.. The Trea

oA AL 1 R S e

?
Sm.a%mheveé thtg hégaﬁ“r R N R LT
amounts through these sources.

Brown. The Treasury is considering the problem.

Flemin statefs thag in refponse 0 a. omewha Si ar a enda item at the
Noyember m erﬂg 8 oyncl Coun ade e?_j ovvr pRPse as
|n§|cfa ted In t ouncI emoran umt%ts oardo overno ovember 20,

1 tound on page 31 o the Novemoer 20, 1951* minutes:

Under present conditions,

A. The Council beligves. that.the O en rket om |ttee has foIIPwed
roper policy of maint r&rng a e and order Erket

al

%g\r/r%rrquaenntesgf Htreaozin\%yalSreagoonrﬁm%(frrm [H?ne&uncrl aIso beljev
fnoec an e shogl now he made r]n res%rve requirements or |Tn tee

3

oalr%tCou het?:o nch rtrr%ns EtI}/ncr avr/gr ge p?eased trc])eertel\r}(r]evs tttrhr
Item o the agenda again at t at time.

B. Thg Council.believes t]he Voluntar Crep t Restrain
an IS contrnurnd to have a salugry e fg In_res
0ans esseptia the defen?e efrort and.the furrrn

econo e Coungll. stro es continued e
and dnd/matrzatron of its 0 %e)r: %

€S

P ﬂqram has had

? ehdrt

[
trronrn
nasis %n the program

s AL e SRR S e, SRS A

eeeee pt fIOM page 2k 0f ene SEptember is, I951* minutes:

L B e A
ecaUse ot He ncP %t 0 de?ense Rroductron 8\/ t ¥nar?<ed?y Increase the vof‘umepo{ Y
k'loans. Under these conditio
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A* The Council pelieves that bank reserve re
rarsedplhut tﬁalr a decrease In reserve rea

B. ouncyl is. opposed to an immediate | in t
T e ol

¢ gh?khp%’re%f %eehlee/ i(fsfrirb(?ntcme \?vxr Fcé?gbarhﬁ{/ehseec Igsrlt%érgsg%kjlsrdrng the
an rnegms sttem Wit ada'r lonal reserves eqth lower reserve

or
erves Dy a reduction In reserve requiremen tha
Qi heey Bk i, s it teo&a'n‘arr
oluntary Cr Th traint grogham in- 'oh He(?” O s it 1
H [ ser\>//e r%%ﬁure Ments worﬂdpgacce era %)ﬁslg rallloans W rch

fanle
ouncil believes is necessary and evrabe

Jackson, If the Treasurg Is faced wit the need.for n e}/]v funds, .then it may e
aquestron of red crngnreserv g 0r open %g) 0 eratrons the ques tron the Councl
cussed at the November and September meetings.

Iemrn The Councrl could sa hat It meets a ain_in and will revrew
ne srér t that t E ?ren theyfa sarﬁcleare 1h P,Zboyu q state that
there does not appear to e any need for a change in present po cres eween NOW

and May.

Q)

Brown. Uh]les h(e Trrla sur an find V\{JaX gf t krnq mdrvrdual savings, rt will
have t0 90 tq t an s cannpt bay bonds untess theLe re uction n
’Kfsehve equrrem(e 8[ u%ess pen_marke ac tIvities grv ? tional reserves.

er steﬁ IS desirable e eren two Steps; t r
reduction | ext

n ouId avor

Rl e B e e e ey aga GH

%( otnc ﬁas revrousyta nrema}rns\}rr\chane %ver 05Si saH
E}e taken the Vo nta Cre rt sﬁrarn P gram

asur s?r ‘8 e“ﬁ? ag gurgsucelz? bearin east er cent
m?ere L. %ﬁe bonds ﬁ 5(? be |ssue3 Fer drscgfsr I vrgrtﬁ insurance con[:r)panres,
managers of large pension funds, and ot her possidle buyers.

THE BOARD HAS BEEN CONSIDERING THE LEGISLATION THAT IT WILL PROPOSE
FOR ENACTMENT IN THE CURRENT SESSION OF CONGRESS AND WOULD APPRECIATE
THE COMMENTS OF THE COUNCIL IN THAT CONNECTION.

Brown. The Council may state that it does not know what legislation the Board
considers proposing for the present session of Congress. The Council will be
pleased to discuss with the Board any legislation it may have in mind. Brown also
states he will ask the Board whether the Spence holding company bill is a Board bill.
The Secretary of the Board had sent copies of the Spence Bill to the Council for
its information.

The meeting adjourned at £:57 P.M.
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The meeting adjourned at HIUO AM.
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CONF I DENTIAL
MBVCRANDUM TO THE BOARD OF GOVERNCRS
FROM THE

FEDERAL ADVISORY COUNCIL
RELATIVE TO THE AGENDA POR THE JOINT MEETING
n FEBRUARY 19, 1952

1S held the C LIl have re-

When it uncil
the answers suqurtter%n response

S meern%
Copies 0

anal

0

ol
P18 B

cervert ?
tr% th stro narre (s e Pﬁ man Subcomm tee
e a woul ease 0 mens
the Council. might wish o make r ar mg
aaners NSWers
alrman Martin.
he m mber f the Council a recrate ortunity they have
aJ ra s 0 qh %nswerg the %rm N o[fhthep£ Lé”has maoy
%questrons sH hrm Y e Patman Subcommittee.
grlgresse with h]e corH re ensrve an cons[r)
which” the rhro deagt with jn t een
The answers in a number of cases e at OPog férl and
?sary I adecuate
he compex mone ey 1scal. 1ssues involved.
of he are d to sel ves a%ree-
the drafs 0 of tt}e ansg tem
answgrs ofé harrman t} oard wil cogr rrbue to a
rstandrn% the |rmooran ri ﬂns of the
? conomy. ouncl
the replies wrh the oar
The Board would. Irk% to have the views .of the Council
on the proshectrve usrnes(sJ and economic srtuar n dur
In“the vo S 8ur| f t“aI g
and the principal purposes for w ch 0ans wi
member of the Caunchl ex ect ak Ir:zr
mp g/men t and
eveI nd busn ? en raIy
nsguI e ers
uch a wea
h

d
I

an mrttegng péﬁtrcuﬁary with regard to the
mitt to tQre
een very muc
cIu se ( estrons have
X?IS of the hist orrcal bagkmgng
r? them é eneraq
ers sub
1des rea
rve errcg discuss
Ing the nleurne 0>% H]anrh foan Pso wrh r Sect {0
Serious re-
USINESS c VI 3/ In t sﬁ
e e onsfa r
ffe f rhanhe v ﬁ\évpor
her
there a

re with g
ere are suvtﬁst ro? er% geo
rrc?sp N addr

| ag segme

s i
ta s, |ncr]ud|ng theg

cive
ect on
genera

il

0ans U

loca ‘ }a sp S

wr [ du r
cceleration In t ayment 0

rg/



2 -

cor ora mcom xes and the rate of d fense expenditure s ose influ-
a e de and or ank cre i |s exe n I |cuIt
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ouncl ex ect some |ncreas In ban o ns err s r
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e opinjon of a majori
annsgfor c rr)(y g Installmen thre it pIo ab?y reMmain constant

decrease slight

I MR Srat%nn

tribution
o

1
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the event inflationary pressures are “renewed later in
the year?

UntI |t) becomes ne?essarg7 for the Treasag/ to, rarsg frgm the

Banks aC nsr rable amount qQf new mone to cove hc't%j ounc
erné ? oweri yf pen are
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mittee of maint arnr] a lexible and order (rm) et” for go ernmen se urr
tre gn a reasona irm money market should be co dtrn urrn

100 the Councr S0 bglreve that no change shou be made in r serve

er
Fr) equirements or In the rediscount rate.
Unless the Treasury can find Wa s 0Of channelrn e volum

SR fpigd et R
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Coungil Wou*d eased [o disce.ss this question again with the Board in
o [1ght of conditions a Ime.

The CI| su ts e C ntln e of ever means of pup-
licizing he od |ves e {pol Lteredu Restram“ ran. pjllP\e[
PO m s been and. 'ﬁ nefC| constructive ‘Influence In restrict-

ng credit to essentia

USes.
ts Memorandum to the oard of Se er 1951, .t ncil
stated t al |f e eve q e sE‘on b eb e | ogn5 of'lFm?Oa“C
tlons uep on éhe an OFIX Erew ran [ on ress Qver
consu %n rea fé di ws serlo mlst e appr rlate
% Pard shqh or the removal hes Im ita |
ounci| heligves et| e 1S novf/ agpro e 0ar k or the
remova tese | 1fatlo ns hi \go e oar ur
restrict housng an Instaliment cre |f esna .
ns to fina the os ective defjcit other than by t
Panks the%ounm ?lheves h t 1t e]p %urx shoulé be urq Eor IS eqong-
erm hond at an infer s% rate WhIC ?ureg I sae he erms
requne% 3r the succ ehsul ISSUance o sueh ?ng erm bonds .should 0
gloounrs un%s |%%tésse evrvst Insurance companies, thé managers of large pen-

4, The Board has been con5|derlng the Ieglsla ion.that it
Ipropose for enactment In tﬂe current se?mﬁn of
ﬂef and voul appremate the comments of t
that connection.
. The Council does not know what Ie islation the Boar emplates
0 osa 9 at .the resth SGS%IOH 0V¥ Vhe r?gress nrhe ouncq [ gm
eased to discus the Board any legisldtion it |ntends to propose
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T %q(yﬁ (F THE
B CF. THE COLNOL
S S
S

D( Ra h Yo mtr edEA bﬁlcharq Youn dahl vvtio spok the

ounm rent Mone a%
emend g I or} g] summa presente
oungdahl u ecretary’s notes:

CONFIDENTIAL

BUDGET QUTLOK
(1) Present Budget estimates and estimates revised as seems most
likely. No attempt to justify.

(2) Budget Revised
1952 1953 1952 1953
Conventional:
QOutgo 70.9 85.U 67.5  81.0
(Security)  (ue.s)  (61:.8) (16.6) (60.1)
Income 62.7 71.0 63.5  71.3
Budget Deficit 8.2  Hwu Uo 97
Cash Deficit U.o 10.3 el s

(3) Program is for continued expansion of security expenditures
to a peak of about 65 or so in second half of next fiscal
year.

Stabilize at peak through 19U within limits of economy
without severe strain on consumption and with allowance for
growth in capacity to produce.

No room for consumption spurt. Curtailment

needed only in construction (probably needed anyway).
%
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Problems of credit and debt management in 1952 (Calendar).
(@) Financing of deficit and large private capital outlays*
(b) Attracting savings adequate to these tasks.
(c) Restrain bank credit expansion.

Treasury requirements in 1952 (Calendar):

u Ius o ICIt st half  2nd half
-10.0
ﬁev% borgogw rq H ?J% 150
Debt management task
(@) Offer securities to attract savings from other outlets:
Direct - - Savings bonds
Indirect - Institution
Much funds committed, but still room to do job*
(b) Attract temporary corporate funds especially tax accruals*
Aforceful anti-inflationary credit policy will need
positive debt management.
The meeting adjourned at 3*35 P«M.
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ON FEBRUARY 19, 1952, AT 10:35 A.M. THE FEDERAL
ADVISORY COUNCIL HELD A JOINT MEETING WITH THE
BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
IN THE BOARD ROOM OF THE FEDERAL RESERVE BUILDING,
WASHINGTON, D.C.

ALL MEMBERS OF THE COUNCIL WERE PRESENT EXCEPT

MR. BUCKLIN. MR. CLAYTON SERVED AS ALTERNATE

FOR MR. BUCKLIN. THE FOLLOWING MEMBERS OF THE
BOARD OF GOVERNORS WERE PRESENT: CHAIRMAN MARTIN;
GOVERNORS SZYMCZAK, EVANS, VARDAMAN, POWELL, MILLS
AND ROBERTSON. MR. CARPENTER, SECRETARY OF THE
BOARD OF GOVERNORS WAS ALSO PRESENT

WHEN ITS MEETING IS HELD THE COUNCIL WILL HAVE RECEIVED COP
OF THE ANSWERS SUBMITTED IN RESPONSE TO THE QUESTIONNAIRES ,
THE PATMAN SUBCOMMITTEE. THE BOARD WOULD BE PLEASED TO HAVE ANY
MENTS THAT THE COUNCIL MIGHT WISH TO MAKE REGARDING THE ANSWERS
PARTICULARLY WITH REGARD TO THE ANSWERS SUBMITTED BY CHAIRMAN
MARTIN.

0] h\elhalf of the Counen Brown con ratuﬁa % h Cf]ew.membetrs

BroHn. er re In |e Sions 0
hf?ath(’hhhnhhﬁ by .“ei?ﬁehee# N

unc
ther VIS

Swers It has recelved have been |un Il "has not
recelved t ralrmans answer re atlve ? {own states
hat the ounm commends hawmen of the the Tfairness of
IS answe{ N reserve& ouncil un erstan ressure that would
Becess X H halrman becahse o eV|ous Lﬂ]s of t he Hem
ers of t on the g u]es ion 0f.s eC| reserv e counc

not seen the naI answer 0 alﬁ on th guestlon of reserve.re-
qnm ens of non mem er anks but ouncl lways o Ros%d l9|v1|hg
taeeIaPre or|y over the rese ves of n nmem er i\ (ﬁn?

wou se an ro osa e future, a h I
rs anﬂla%le W quh %o%ra dph twelve dera &eserve %
mlg t avor aving the same reserves for non- mem er han

Ma s the Cauncil will be given copjes of his answer on the
accorg ? es were qhanded to the emge 8* the Councrﬁ

Fleming states i1t woul oliticall ssiple to tth sme
reserve reiuwemens for ? Eﬂ CI‘h yman”O RE gfoe their Representa
tiv s |n C ressr wou ﬁet theh fsugloort Citself m top ose any
SUC sa he, Targe ba Emlg It waP H mp[g tog tl]
corre bank DUSMESS.  From acprac |c? ? Int, "Fleming believes 1t would
be Im 035| eto get Congress to enact such legis atlon

Martin. The answers of the Chairman dl€ aCtua”y the V|eW 0|n Of the en |re

Board, as all members of the Board have approved the answers, e J]e 0 New
members who were not op the Board at the time the aNSWEIS Were ra te rtin
states that the Board [ldll nine consultants, including, IVIESSIS. Robert aglns

S. A. Goldenweiser, Chester Morrill, Carl E. Parry, Herbert Prochnow, N, J aU|mer,
T. W. Schultz, Walter W. Stewart, Jacob Viner and Lucius Wilmerding.
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Flemmg says that he had hoped to avoid testifying before the Patman
Subcommittee, but he has been called to appear.

has hee rOVrYBneaF‘na'BreCB?Wﬁ”gds ﬁ}eea%shvzrirlerpsqa?o aﬂ(rj t %tr%gr?raufgsranenaSrFrlendld Job-which

Eederal}/lﬁrelsnrrrst tﬁe haMaArlr%na OrouIMa aI Ogﬁ % r]'é rt{f@'t% {y
qnnrn f he e rrn%s which 3\5\? arch VF e |sers
¥v g % r mswr testryan e wr etestrmony
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Brown asks Robertson who will testify for the Comptroller.

Robertson. |'m noti

- 0 COUNG
Nl = A |o}‘ ~ HE N\ 1" rln HS R%%
[~ .A A‘.
55 RRRIPAL -t--o.ﬁ' ol ” I

rown. reads |t m |l and onclu ons 0 ncrI as EXpresse the
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oWl nt strrc
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ICtS ex
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e coyntry as.a whole re is some differ ence opinjon m ers 0
ouncr re ar in nd In the v |ous types of Ioans g a reves
housing starts rI e larger

Loehead states he believes resrdentral starts will be larger in 1952 than
they were in 1951*

Mart-in- - The housing starts in January 1952 were 68,000, which is off from
January 19l

Br N, ajority of the members of the Council believe that housing loans
for the Tt Al bYW i BEoeeer HnClt DEtieY using

Martin asks whether anyone is pessimistic about the business outlook.
Rin |an states he.is inclined to he r}ressrmrstrc Business in his Hrstrr ct

IS enera off ere is no procurement office in the district so they have not

recgrved their share of defenseporders . ent y

o 00 ot e gprn R s gt e

tax pgymgntsp 1t s drffrcu?t ) se% ow loans In tarre Rrew ork drstrc tcan ec(irne.
Mills. Is 1t the opinion of the Council that e were one mi

housing starts thrs constPuctron couqd be l%rnanceg out ohf 0ans running r and

savings, or would the money supply have to Increase?

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



.13 .

Pa;men%s on morPeamelilelair tufatSsIoWV\(/)grldarlargica 2 pg dt%mloeaer}kaclroendgl rO éﬂ%ﬂdm&n

payments on automon
Fleming;*  Most of the renée,[s and owners of new homes want radios, washing
machines and” other types of goods

Vardﬂman asks the Council's Rgmlon on labor conditions* I you do not have
a million housing starts, you may have unemployment

Fleming* The labor situation is tight in the fifth district*

Alexan er*  The ducah rea. has. had. troyble with sIrlkes hIS Ieally
g N0, Unemplo ment. roblem Jn-fi e el h district 13,102 r|
or for c ton IS ver e ensive*  Less ¢ ton may be panted and
yet the cotton crop may be bigger.

Beals. There is a defjnite.reductio mployed plumhers* carpenters,
electricians and similar wor!<ers in ?hese ?le?ds M BIS rict# P

Vardaman i worrie t the reaction of Congress in ap election year
if there should %e conmgera e unemployment. ~ Socl lseglsla tion might Yoﬁlow*

' theBI50wn There are certaln Pé) g%wa ”ﬁ'aﬁ‘nem oyment, for lnstance

%r mes%tr ?esarr]eoa g?? Ic tﬁe probanility t usmesase\r/]v ? Bewa]cotheve qﬁ the
;

P 0tt

There 1S alwa a shortage of labor in Texas, especiall
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bellevesBDre ent policies should be cqntinued. ouncil .is consc 0us,
oar Eerhaps more 30 of the serl uslgrob g] WP ich ma ace

nd
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Iace P OWFQ%geuTlraetrgn WC” (telglftilatheolhe\ggs Wrat n a %S IaE)E)JrS\C/%r&p%Is}eergighslanPon
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ers t eeC i ﬁ' Wﬁrr! N gvpavo 0Pl Hrarke i era gr Se amo Owr?\s rh seh rrtjree1sI
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ree Pﬂ cent rate g mb?nd r\% Htove%la ge amount of such. bonds,
FS%CcﬁrgyW en one n e rate at whic ties have doneln -term
FIe min e Tre asur h Id not wajt until.it rs the la t seller rn
market. and gw nsurance so fnsEave invested n util t(}/ o
shecr&rrtes e enewa tI efens roducr n Act Up for on y er}tron,
ncrtblvstatnowwu&the nieoas rtt%e val of the
)b tlons w rﬁa ihe ongress in July 1%>1 placed upon he oar Iatr ve 10
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not heabe??er to conprol pro ucrtron
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R ventaries In re ailers” hands. Br e reves lg atrnn W W0l1 (‘]‘
effective In contro INg tactory output than control a actory leve

avis S that as he recalls, Martrn adr orte that the .larges
automo% nu}actur [S Were not obdec In rnn 9\7* are unronsgziaéIon

oducers o ess readily-acce a ogrles wePe opjectin he re
prh %rggest department s/tore rﬁ tIantanhas no obJectran gtegufatron W
Fleming. l\/Iany stores like Regulation Was a trade regulation to help them
police their accounts

Alexander asks whether Vardaman favors the controI of production.
Vardaman a there s, not some way of stopping the flow of goods from
ﬂ(o ers a'p rrrnnt o’ Qers W%

factories as It tlowed to retatl hs ago’ w n re re not selling
the goods.
Martin stat that. in conn%ctr%toun ith the financin bIems of the Treasury

mJJ hrzes Wit h Views In.t cil's m olrandutr? Wever hed
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Brown. That is the reason the Council said it would explore the subject further
in May* Brown does not believe there is much difference between the Council and the

Board on the problem*

THE BOARD HAS BEEN CONSIDERING THE LEGISLATION THAT IT WILL PROPOSE FOR
ENACTMENT IN THE CURRENT SESSION OF CONGRESS AND WOULD APPRECIATE THE COMMENTS

OF THE COUNCIL IN THAT CONNECTION.

Brown reads the answer of the Council as expressed in M~no—-rsndnm to the
Board found earlier in these notes. So far as the Council knows, x-ne oiuy oarnc
xegisxauxon introduced at present is the Spence Holding Company Bill and the Council
was not sure whether the Board was sponsoring the Bill, but the Council is under the
impression that the Board is not sponsoring the Spence Holding Company Bill.

Martin states that he has informed the Senate Committee that the Spence
Holding Company Bill is not the Board’s Bill. He has not read the Bill* He doubts
whether many members of the Board have had an opportunity to read the Bill* He will
give the Council a copy of an analysis which the Board’'s legal counsel has made of

the Bill*

Brovm asks whether the Board has any bank legislation in mind for the present

session of Congress.

Martin reports that the Board will introduce a bill to renew the authority of
the Federal Reserve System to buy $5 billions of Government securities directly from
the Treasury. The present law expires shortly and the new proposal extends the
power permanently and not merely for two or three years.

Brown states that the new Council has not discussed the Bill, but the former
Council favored giving the authority with a two or three year limitation on it.

Vardaman says that he was away when the Board approved the proposed legislation,
but if he had been present he would have opposed giving the Federal Reserve System
authority of this kind. He would favor legislation with a two or three year limitation
of the authority.

Fleming. The Council understands the need for legislation of this kind because
of the large federal debt, but the Council favors a two or three year limitation.

Martin. The only other legislation the Board has in mind relates to capital
requirements. Martin asks Powell to comment on the proposed legislation.

Powell states that the principal feature of the proposed legislation relates
to banks with branches. The capital and surplus required for the establishment of
branches would have to be equal only to the capital and surplus required of national
banks in the same communities. The state supervisors approved proposed legislation
of this kind at their last convention. The second provision of the bill relates to
state member banks. Many state banks cannot now join the Federal Reserve System
because their capital and surplus is not sufficient to qualify them. The proposed
legislation would favor taking state banks into the System if they have capital
sufficient to satisfy the F.D.l.C. The other provision of the proposed legislation

would give the Federal Reserve System the right to approve in—-town branches.

Ray asks if the bill has been introduced.
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Powell. No.

Brown asks if there is any provision for capital based on assets.

Powell replies there is no such provision#

Martin informs the Council that the Board has not read the Spence bill and
he does not know whether or not the Board will support the bill#

Evans. The Board will discuss the bill based on the digest of the bill by the

Boardls legal counsel#
INQUIRY REGARDING BANK PROFITS AND EXCESS PROFITS TAX

Brown. Is the Board ready to report on its survey regarding bank profits and

the excess profits tax?
Martin replies Powell is supervising the survey.

Powell. For the present, the survey is purely a study# Reports from the big
banks are in, but only 53 per cent of the reports from the small banks have been
received# No analysis of the figures can be made before they are reasonably complete#

REGULATION Q

Martin reports that they are having some problems in relation to Regulation Q,
and he asks Powell to comment# There has been a new development in Texas# A member
bank advertises that it x-rill take non—-par checks and give par# This is done to obtain
balances. The banks send the checks to a non-par bank in Louisiana and gives the
Louisiana bank balances in renumeration for its part in the process# This procedure
aggravates the problem of correspondent bank balances going into unnatural channels#
The state bankers have taken the matter up for study# The F.D.I.C. 1is concerned to
the extent that nhot money” flows into a bank and affects the risk# However, the

F.D.1.C. has not seen fit to take any action.

Ringland comments that he is interested in the matter, as banks in his district

are losing deposits to other districts#
Alexander reports that banks in his district are losing deposits.

Ray states that Powell has described the situation quite accurately. It is a
keen competitive situation. The idea originated with a bank in Washington, D. C.

Robertson says it did originate with a bank in Washington, D# C*

Vardaman believes the only hope of correcting the situation is through the

State Eank supervisors.

The meeting adjourned at 12:58 Noon.

* X * *
THE NEXT MEETING

The members of the Council and the Board agreed on May 18, 19 and 20 as the next
meeting dates, the Council to hold its joint meeting with the Board on May 20#
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