MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

November 16, 1952

i Rooh Bog o e b ﬂmﬁSF"ﬂPo?efﬁ% Fnrgat'oﬁdHSBry Nenber 16, HR4° A 18

P.M. re5|dent rown, In the a|r
Present:
alter Ck|| istrict No.
éSE% er (Alternate for N. Baxter Jackson) }g Hg 8
istrict No.
emlng Istrict No.
Istrict No.
rown istrict No.
der Istrict No.
osewﬁfaég gland IjgtHgt 8
che Ig HC 8:
ertV roc now gecret’ary
Absent:
N. Baxter Jackson District No. 2
|0n uly made and seco the.mimeogra otes of the meeting of the
Courbcq [wne (S Hn%% % 5 ﬂ%%g COpies 0 w%lcﬁm een sentprevmu&% f0 tpe
mbers of t ounC| Were ap proved.”

complete list of the | tms on the agenda and the conclusions of the Council are to
toung H }w n|de otlif%) Memoranéﬂt(]J ah Board of Governors I?rom the Federal

wsory Counc |ch WS on pages an
The meeting adjourned at 5:20 P.M.

HERBERT V. PROCHNOW

Secretary.
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

November 17, 1952
At 0 the Federal Advisory Council reconvened in Room 932 at the May-
flower I-[%teq @/ashrngto %Ca y y

Presen Mr Edwar Brow Presid eSS W lter S. Bugklin, Henr
gexan er QA T\ﬁna[?1 orﬂ E fa (ﬁ A ef{;rA Déaevqlr]gerégnla IFEIBbe Vi

emrg avis, xan eals
ay, James er ert V. Proc now etary

Absent: Mr. N. Baxter Jackson.

The Councrl reviewed its conclusiops of revious day regarding the items on the
Yr JJ Boar% ?&ov rnors t%e Cgo (rjeﬂtrta M m ran ﬂ]m

hi H q%\/\srgngnmta ik o ISt agenda With CRCLSIONS Teac
%CA[M eOIP]/I mo%regmg \A/aslgé};eJrvereg to the ecretary of the Boar r‘e%overn rs at

The meeting adjourned at 11:10 A.M.

HERBERT V. PROCHNOW

Secretary.
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CONFIDENTIAL

BN e Rl el PR TRE

1 Théa Board would aoprecdate the views of the Council on thepro elctrve business
eco om| situa urrn the next thre ) srﬁ mon hﬁ as e a]s anl¥ com-
Ments t ersfof ouncrllb% WIS ake a t nc||:oae1|

e
ur osesr rgvehmh 0ans omc mmercia have een ma e urrn
Bergod oard vYouda e to pave the ou crI S C?gestronswr respect
ystem credrt olicies In the months immedi atey a ea

uncrI beIreve the busrnes and economic |tu8t|on or the ngxt three to Six
tn co trn bsta tra the same ast uncj re orted at I1ts meeting

oar cto er entr o twar. ﬁ)w ages are at peak Feverf
|s os ers na come 1S at |me retajl sales co trnue {0 dene{

rra roduct IP ‘ Fivate a |ta ex en |ures an afy% 0 ens
ow er, wh esae and comm u INg. Prices 0 ae metals
com on and meats, s oWn § eff%e“ e 1T basic commodi ug Iﬁ)rrces

c
ma B e(m ort ntb causeo 0SSl ew FOTItS from man[%/ Inesses
e lower, utt egeneral siness outo or the next three to six morths Is good.

ol TSR SR e
economcou ookj’ort (e ast hal (H%% the drought cond trons now r%var?
ONET [hRGtfy ok 20 IMDprient farn acee aerh“%at%yvﬁm ter t ﬁtre o the

g( Pht be some decling in the economy before the en ? rstﬁ% {8@%
cout AR AEUR Aol TR g e PR el ey U
mg agric tura §roductsb orh |da tra ort L? ars]e oé1 eLrnat |sg|9aﬁ hagbcgen
ol

sumers,"and Tor e Xpubrcu |t|ei eoera t
seasonal, exc In_consumer loans which Y reflect increased sal
a‘large output ot automobiles

ansrgﬁ1
te evrsron ets In areas where new stations are operating, an
Unless and until the business gnd economic o tloo ch n e %e the Council

or |

n
olfowing the steel strike.
Su %ests sstated n Its Memoran the Boar on re en
ﬁ coun ae reserY]e r(% urremens be:con mued e Counc %sqh evs
oIrcre Io ed b It ee |n recen m nths have. o era
satistac r¥ It recommen sacontrnu eot |esw IC ave maintained a
reasonably firm money market and an or ery marke overnment Securities.

2. At the meetrn of the Co ncrlﬁ ?tgber?the Board Councrl aIetter
equestrng d 1eWs on ts an he 0 ectrg % ﬂ]ro
abers o?t rltlt(r:nc 0 thelr elsrPIGO hreSI seomes[tovwe]stSa o

Pdrqhe consideration at theul\ﬂJvember meetrng afvteh @oun oar
The Council h s met for a few ours ce Its last me wr ht e Board in

Oct ber. Sl:ﬁ ﬁ e}rme avarla(h eyt ne ouncr ISCUS |onoL {J? asn Ces

sar|¥Pnre]p de] é.r sideration ofte |ous aes eBcrearons

program for eder eserve System. However, ecre aryo h ouncil, who
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i@%% #Ca}ed conmderab(leedeé(r?ﬁghe]r&?el the e(g cgtrll%na!)glel 0[} thetlsg[%eots of ergnrka{rr%] ?nd
A s e o o e et o
{]rt ﬁhemorand“um apBears on pages 30, 3% 8%? Pthese mm%tes
The Council bellev? th?re |s(? ck of Iundamen t}d%rst ndln% ankers, busi-
?sghmeHg ﬁ mentoglmas a &F enera nct n{ § era L0Ns
edera ﬁeserve rQ[ }J ectiv IB cor ectmeg ac# er an |
(fare e d;

a(%/ program 0 ap |onsmust organlz F osr infor tlona
cation and not oropro r for |hpressure se 1%% e ystem Hst
any ot erobje vew uld veu o tunat re ercusswn H and on ?
Lh ép o rag1 rL e organized fmh strlct Je g thrqu ﬂ e twelve
dfasdr{c eserve sand with the coopetation of t ecommerual anks In‘the respective

3. Survey on the impact of the Excess Profits Tax on commercial banks.

Althou 5|tem was not placed on the agenda for discussio his meetin
Cauncl 8‘] e to su esttID astug ﬂwadea % 5 fn%%ﬁ cont mun%J ﬂ

it o el i T s i
comp%rset \I\%tﬂ]ag reveal a signiticant change In the impact o the tax in that year as
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MEMORANDUM OF
AN EDUCATIONAL PROGRAM FOR THE FEDERAL RESERVE SYSTEM

The ié’s‘t”r%n@e‘)t‘heétr%e Et%jaﬁ%a‘t'é‘%utﬁ' '@’I'atltcf‘erse esgjgﬂé's‘"t f%r|§‘r§8“rﬂ‘%a?arté‘)ﬂ&éne"v‘tﬂe{ﬂé/r

ot e S A
the jstem thah ﬁowgexns greatly nelptutin providing

TO WHICH GROUPS SHOULD EDUCATIONAL EFFORTS BE DIRECTED?

oL A L e A S S
groups, and Its act|V|t|es woul e organized accor

Dec des would b requned io educate all p rsons $o heg Y<vou|d have a][ﬁas?nab
ood ynderstan mg ex 0perations o a centra ban stem
YOﬁe ure therefor wo con entrate at the outs on tho rougs(yvthl ave
rtant res ons |t|es |n ourec%nom at thelr a|I re fo understand t eo era-
hO”SP e central ban |n ssem Ight result In %CUP”SW IC woudsenous%/ a|r
e efficient and ropﬁ n|n 0 esgstem an Whoeeconom hla
ave a smes men; chers in co san

%%I%re%uzawiw?? Id||n second ar}/ W ngr |n uence esg gew
SFSS‘S ?He t?r goranglasﬁglgestted\t)elg)vvsls d?rnecctgd to thes%ot/herrenemger%tu sartl e yvth

A PROGRAM FOR BANKERS AND BUSINESSMEN

No ducat nallﬁ)roeqra ca make an worthwhlle contnbut|og Elch does not
certain, who agminist Ivate commercial_banki ¥st]em 0
ount avéa un nta un erstan mgno £0 eratlonsa functlon eFedera
ese sem an r%/ he aC| Ities o member and non-
mem a[r;e socose ate tot e opera |on o e Fe era ese ve Yét)é?&?rast

IS1m erat|ve at they u ersta st mt if.they are to
asic kXon?Iedge the tf% Io Ing speC| |c gctl\/ntles Jre suggeste

0 provide this

fficials of the twelve Federal Reserve Banks and their branches can discuss with
theo%flma C?stateangcoun ban ers ?somatlons ﬁeneedq %lsedaucatlona rogram
and can o QDP (%we ersnv Il"appear at state an county group meetinys to
explain suc subfects as owm

A. What are the functions of the Federal Reser tem, and h th tem
opetalatg1 teo ta?scHa?gleotﬁeose Puenctelg%s@ eserve System, and how does the Syste

> FW tgt? §H E i RS RGEEET ot Statment To Benie adhe Mane

C. Ex cé Qérehaos\evd? explain the processes fully) is the monev supply increased
L]
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D. In relation to the money supply, what is the significance of:
a. United States Treasury purchases of gold and silver?

b. An increase in commercral bank holdings of U. S. Government securities and
other securities?

¢. An increase in commercial bank loans?
d. Purchase of securities from non-bank investors by the Federal Reserve Banks?

e. Direct purchases b commercial banks of U. S. Government obligations
Bsued t% {mancea%e Icit oltntrﬁ SI\‘reasuryK> g

E. )hg aa}rr]etJ arious factors which affect reserve balances? How do they operate?

F. What are he mstruments of gontrol tne Federal eerv System }/ use to
ighten and to e semorheg/ rates’ Tracet eir historical deve op ent, their present
sranr Icance, and how they operate.

G. What are the advanta es and disadvantaqes of the instruments of general con-
troqsl OaerEEECtIVe cont ols sugt eguarono\;\ll? J

iM least s me general outline of the material to be presented at b kers me trn
nou d be care uI re ared so the rogr m would be ona u |formI stando

the oountrg conditions H H effort be made to u t ese e o]catroma
eetrn st sel ance the advantages o

bankers In atten gstem memb
an er |n atten ance will co e away better in ormed to the extent that ahle ersons
in[peten discuss some E) (nngortantl topIcs menti ne ab ove an oé er cose|
ated Tects ese shou ational sessions on a level. reat
o t e benéfit of the Federal Rese[ve S%stem IT not on e Pers ns omt e
n 0 take a Ieadlng P rt In

t also well-in ormed commercial hankers were encou?/age
thls program.

Contacts can Ilkewl)se beJn Hewrth Chambers ofCommerce state an Ioc Ibusmess
associations, service C|P s and other bu?]rnegs and profelssrona roupst 0 em inter
%s()thr]r? C%Ptg educational discussions on the System'similar to those out ine ove un er

The staff P]f th Board of Govern gght ana 28 the catalogﬁ cinta anﬁ the
currlculums and t e SC edu es classes o t e r|n al summer.schools o g
—a ers, Wisconsin gton and ourflari %) e Universities—to etermrn

w et er % estions could he made’to these schools a ctures on the Federal Reserve
?/ nl( t\/lggerra?s mi h{s l130 eprovrged or these scHoo?s w |ch[have many unareds
of bank officers In atténdance.

3. The Eederal Reserve Banks mi ht consider annuall meeti gs of the stockhoéders

ft ese banks at wh |o [h halrman nd members of the Boa OVErnors an
faff might present t e o erati ns an functtons o the ystem, as well as
|scussc rrent mone ar pro ems and policies.

4. Some of the lar erco(n}mercral banks might he induced to offera e hour * course
late onea ternoon eacty week for six c?nse utive'weeks tq thelr correspo nts m(} elr |m
medrate are 5. some of th ep?mtsoutlne un erPorntOne abovemr h f usbe |scuss
Hp nrrtg1 orlty, Ifty or seventy- t; kﬁrs Local Federal Reserve Ban
|t Irra and the Instructigna st IS Sthe estion [na meet wrt f rﬂe
op osrtro y some large banks, especially in |str|cts e the larde banks teel t
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ste hst? %trveIY ?m eted with the private bank However, it can undo&bted
worked out with mutual advan a%esto Iar§ecomm rcial ban sad the ederaI eserVF
anks In many communities if the Sessions are strrctye ucatrona and not promotiona

A PROGRAM FOR UNIVERSITY AND HIGH SCHOOL TEACHERS
AND THEIR CLASSES

sl UL e L i o
quarnted ngh tR OHGI’atIOHS anrd ?unctrons or the FQQQI’%P%GSGF

o eco
ystem mf‘he H[owmg educational activities are therefore suggested:

vite college and university teachers of economics and mone anking from
gg}:\r/re gg%ral@eserve S&trrct to attend% one? Evo dag session .at the Xa?q:ded)eral ﬂ%

P T S rheeume“ gl

nder Point One above, could he rogra
da rf) ?rﬂanr ort |str|ct ne ecRno ISt 0 eachﬁil era Reserv% %gan[y
@ Iclals o a nk shou artrcrt%ae and S ou[P resent | a une eon s rI]rve
ocal commerci rsmrg?w

same |meahso arrP e educational tours throu

e
commercial ban san e invited to a uncheon with the teachers.

Wi Ry DRegAr progtan ShALTA Faslt InTeh DeCeF tormed colge

Teac Jaers in Iar%e h| chools with social science courses might also be sufficiently

interested to participate in the program.
2. Le ters an be Wrrttenb offrcrals of t e(deral deserve Banks to |versrt and
hrgh choo teac ers ofe ono oney ar& an soclal scle ceso erin
ectu ersw v‘rou essc sses’an swer %str%ns stu ents whene er
Were sﬁ yrn era eserve stem X% or the
edera ese ve to encour mpeten commercial bankers to artrcr a

rogram, a s even.fo fill most or a ngagements. Ufgwe twelge re |ona
anks ight pre are s%me surtabave literature \]or drstrr%uw J

R PR B AL R SR
rrres rarres nd unrversrt an asses. A com re en |ve 00
?srta eerrat n%uarm un t}d/ns o?pteeng u I erreeaesecr(r)rvePH eco |stgrorJ nh
twe FH serve Banks and of the sta 0? oard of Governors cou dr%e ass 5
erha oft 00K, £ac rso wrrtm ac ter conomists from t nor

n| e |t|e nd com cra a cou each |ted 10 wrjte a c ap

aveas |cra commercra so |tw edera

el
sive an tabookeve B[rshgdnr %fyed (1 a boo nrtseffnd es not Brov
com educar n ro ram coverrn era serve ok w

a apgroac
cepte and sed In all

R st R S
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A PROGRAM FOR PUBLIC OFFICIALS

Th re is no m re %lffllc: tof thlsS roblem thahn the on P ?r anizin v
tlona R%r ese Ve Estem which is suitable for public ofticials
owever, t oIIowmg suggestlon is submitted

In co ec ion W|th eBank| urr ommittees of the Senate and of
the I-j[ouse probaa emos t|ve met%olq % N 71 1

c% ase f the educationa

Brogram s one .0 qersmten cu tiv t| g frlen C|aJsb er ona

cts, .Inc Lf)dlnﬂ t&c eons att ral Reserve b mg oc asion e%n
the Chairma oard to dlscussw ths %lgd§

e

em tryin to se em part |c lar views. e
a v
ateemfeeﬂgtegtets o il o o e e L
?t lven to ese mem ers o ressiprahalf our%?ore Tu gon thﬁ t?t
ortunltles are cert to occur at these events for t e |cu53|on o
stem ems s pot on)y a reasonable assumptjon but also hi that at
ast so e o the m mbers o these committees wdp come occasiona) funcheons to

tin ormedT Hrren SYStem activities an prmems WRICh wouﬁj make these
better Informe he

perso S on t

r own work.

%re 0in (5) rﬁm IS bey no meanseﬁ austlve but |t reveals omeof the avenue
alon w |c eserve System mi veLo com n3| educationa
ro ﬂ“ e Board of Governor B ﬁf | og IHQ ers |5) or
ro ra t xecu ion of the pro rarp] ? e Inthe twelve Fef era ese veE nks
C|a n untversn es gmt also Pe e couh% d fo furnish %ers rﬁ
var|o S as ects t I%r% co Ittee of ei ich two could H)
Bor orlsSt two ro eFe Reserve Bahks, two rom the commerm&
two rmt eunlversmes mi tbe %se to reﬁareacomP lete rogram fter ap
Prova of the co ee,

m|tt e’s ro ra e Bo this commit port of

he Board and the twe ve egl na ba)r/tks mig t e authorized to pla cet eprd%ram In

operatlon over the country.

HERBERT V. PROQCHNOW

Secretary.
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

November 17, 1952

At 2:15 P, Federa| Advisory Council conv ned in the Board Room of the
Federa[l Reserve Bmm(lgng asmgton Sg the Pre3| ent, Mr. Brown, (ljn Fﬁwe Chaflr

Pr sen Mr. Edwar Brown, Pre3|de essrs Wal er S. Buc I|n Henr I\%
Alexan AI ernate for axter Jacksodw e m|t eore
Dayis, Alexander, Joseph F. Ringlan DaV| Beas De Itt Ray, and er ert
Prochnow ecretary.

Absent: Messrs N. Baxter Jackson, Robert V. Fleming and James K. Loehead.

r. Arthur W. M r |rect r of the Division of Internatignal Finance qf the
Boarl(\lfI f Governors, spo ont e su ject l]nternatlona Fmanual B evelopment sQ

The meeting adjourned at 4:00 P.M.

HERBERT V. PROCHNOW

Secretary.
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PARY Tk B RHD o BOVERORS Or THTe' FEDERAL RESERVE SYSTENT

November 18, 1952

At 103 o nt confere ce of the Federal Advisory Council and the Board o
overnorg 9 ?N | esere{e ystem was ela f?\‘t\ﬂ Qf)ar &olom of the Igedera[
eserve U|Id|ng as mgton

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

Chairman McC. Martin, Jr.. Gavernors M. S. Sz mczak, R. M. Evaps, A. L.
XII“ h] §1 W_ gobec{ ? 5 g %arpenter Secre ary, andFi\/lerrEt herman,
sswtant ecretary, Boar overnors

Present: Members of the Federal Advisory Council:
Mr. E ward Bro n, President; Messrs. Walter S, Buc lin, Henry C. Alexander
ackson %ofP/I § ﬁ] l-k X \NB §

rnat orN A Goo i
Jameswwi ea and&feﬂ)edretr\/ Bse&hn%WRén%r%rt\gry%a d Jll dB 9

Absent: Mr. N. Baxter Jackson.

Presadth Brown read the first item on the agenda and the conclusions of the Council
aSﬂlven In the Confidential Memorandu %theBoard ofGO\ﬁernorsfromF Fed eraINstor
cotuncil, as nBte Pt%ag% tgsemlnutesA |s(?ussmno |s Item Tollowe
In which members o ounci and oard participate

At Mr. Fleming's syggestion Prre3|dent Brown read the third agenda item as given
in the Memorandum’ to the’ Board of Governors.

Pr 3|de t Brown, then re (5 %segond agrer]dthem and state? that the C Un?ﬂ be-
lieved. that t dé rcg] would ind the ecret% emorar&dgm of interest a(P value, A
?ol? Wlesdmc luded In these minutes on pages 30, 31, 3. An extended discussion

Governor Robertson described the new school which has been organized for bank
examiners.

The meeting adjourned at 12:25 P.M.

HERBERT V. PRQCHN

ecretary.
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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 con-
cise 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 November 16, 1952,
at 2:19 P.M., in Room 932 of the Mayflower
Hotel, Washington, D. C. All members of the
Federal Advisory Council were present, except
Mr* Jackson* Mr. Henry C* Alexander, President,
J. P. Morgan & Co., Inc®, New York, served as
alternate for Mr. Jackson*

The Councjil approved the Secretary's notes for the meeting
on October £, 7, 1952.

X

THE BOARD WOULD APPRECIATE THE views OF THE COUNCIL ON THE PROSPECTIVE
EUSINESS AND ECONOMIC SITUATION DURING THE vexr THREE TO SIX MONTHS AS
WELL AS ANY COMVENTS THAT THE weweers OF THE COUNCIL MIGHT WISH TO MAKE
AS TO THE PRINCIPAL PURPOSES FOR WHICH LOANS FROM COMMERCIAL BANKS HAVE
BEEN MADE DURING THE FAIL PERIOD. THE BOARD WDULD ALSO LIKE TO HAVE THE
COUNCIL'S SUGGESTIONS WITH RESPECT TO SYSTEM CREDIT POLICIES IN THE
MONTHS IMMEDIATELY AHEAD.

Brown states that the agenda is the shortest it has been in many years
and that this is natural because items for the agenda depend, in part, upon
the Administration’'s program, which is yet to be announced* Moreover, there
will also be changes in the Senate and House Banking and Currency Committees
which are still to be announced. (At this point there was a long off-—the—record
discussion). Brown then reads Item I, and asks the members of the Council

to express their opinions.

Bucklin reports that the situation in his district is about the same as
it was at the time of the October meeting of the Council* Retail sales have
shomn little change* The increase in loans which took place was largely the

result of seasonal demands*

H* Alexander* The situation in his district has changed little from
conditions prevailing at the time of the Council's last meeting* There has
been some decline in commodity prices which bears watching in view of the
possible world—wide effect* The textile industry is in better condition than
it was a short time ago. However, Alexander believes that in three to six
months there may be surpluses which will slow up some industries*

Brown also believes there may be surpluses and that this is an important
point—
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Smith states that conditions in his district are essentially the same
as those reported by Bucklin and Alexander for their districts* He believes
business will continue at a high level for the next three to six months*

H. Alexander adds that the report he received from the Federal Reserve
Bank of New York shows capital expenditures off only a little from last year.

Gund* Industrial production in his district is high and may even be
a little higher in the first quarter of 19%3* Public construction should be
large, at least during the early months of 1953* Retail sales have improved*
The principagaurposes for which new loans have been . granted are the

following: per cent to manufacturing companies; per cent tq, sales
finance companies; per cent to retaiZand wholesale concerns; per cent
to public utilities; and the remaining per cent to various lines, including

commodity dealers and construction firms*

Fleming* There is little change in the business situation since October.
Business continues to be good* Public utility expansion will probably more
than offset any decline in home construction. Food prices are lower.

Davis. Business is good and should remain good for the next three to
six months. The loan totals in his district are not quite as high as they
were a few months ago. Employment is at peak levels. Retail sales are above
last year*

V. Alexander* Conditions in his district are similar to those in the
district Davis represents. The cotton crop is now estimated at one million
bales above what had been anticipated. Cotton prices have fallen off a little.
General business conditions are good.

Ringland* There are more loans to grain milling companies than wer?
made a year ago* General business is good. The drought situation is somewhat

alarming*

Beals* Conditions in his district are substantially the same as those
reported in other districts, except that agricultural prospects for next, year
are somewhat depressing because of the drought* Winter wheat has not been put
in or has been put in dry soil. Supplies of water are deficient* Current
drought conditions are serious* Business in general is currently good, but
the outlook depends, in large part, on relief from the drought conditions.

Ray. There is little change in the business situation since a month ago.
Drought conditions extend through a considerable part of the district.
Residential construction is 36 per cent ahead of last year. Oil production
is large* Department store sales are above a year ago. The volume of bank
loans is high and interest rates are good. Business is very active.

Loehead* General conditions in the district are essentially the same
as those reported in the other districts* Most bankers expect good business
for the next three to six months. However, Loehead believes that although
business may be good for the next six months, we are headed for a serious
recession — perhaps in the next year or two. Within the next year or so,
supplies will probably be large for many types of goods.
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- 3.

Brown* The situation in the Seventh District is almost the sane as it
was six weeks ago* Business activity in the next three to six months should
be high. The drought may cause sone serious prob3.ers in the agricultural
machinery industry* Steel producers expect that steel may be in ample supply
by the middle of 1953%» Some business men are pessimistic about the latter
half of 1953* The Council may report— to the Board that business in the next
three to six months should be good, but that there is some concern regarding
the latter half of 1953* |If this apprehension regarding the last six months
of next year should increase, i1t may affect various lines of business before
the end of the first half of 1953* There is also concern regarding the
effect of the drought, if drought conditions are not soon relieved* There
has been a large expansion in the public utilities*

Fleming* For the next three to six months, business looks good*

Bucklin reports that the problem which bothers him IS the matter of
prices. He discussed the matter with Dr« Sprague some time ago and
Dr* Sprague then thought prices might go up, but later decline* Now
Dr* Sprague is inclined to believe that prices may be stabilized not much
below the present level*

Bromn states that he would use essentially the same language the Council
used in its October 7, 1952, memorandum to the Board regarding business
conditions. The drought and some apprehension regarding the latter half of
1953 are adverse factors*

Ringland believes the seriousness of the drought should be emphasized*

Fleming says that the Council may state in its menorandum that while it
has not been asked to comment regarding conditions beyond a period of six
months, there is some apprehension about the latter half of the year*

Brown* In connection with the purpose for which loans have been granted,
the Council may state, without going into the statistical information which
the Board currently receives, that it is the belief of members of the Council
that loans this fall were made largely to carry agricultural products, for
holiday trade, for consumer credit, and for the expansion of public utilities*
The over—all loan pattern has been seasonal, except for a bulge in consumer
loans* There has been a great increase in television sales in areas where new
stations are operating* The large output of cars after the steel strike also
resulted in higher consumer loans* The Council may then add the same con-
clusions regarding the rediscount rate, reserve requirementss and open market
operations which it gave in its October 7$ 1952 memorandum tc the Board*

AT THE MEETING OF THE COUNCIL ON OCTOBER. 7 THE BOARD GAVE THE COUNCIL A
LETTER ,REQUESTING ITS VIEWS ON WHAT SHOULD BE THE OBJECTIVES OF THE
SYSTEM].S PROGRAM OF BANK AND PUBLIC RELATIONS. ATTHAT TIME PRESIDENT
BROWN STATED THAT THE MEMBERS OF THE COUNCIL WOULD DO THEIR BEST TO
HAVE SOME SUGGESTIONS FORMULATED FOR CONSIIERATION AT THE NOVEVBER
MEETING OF THE COUNCIL WITH THE BOARDY ..ottt ceiiieiieee et eae veeeeenes _

Brown reads Item 1l. (There are some off-the-record comments) Brown
reports that the Secretary of the Council has prepared an outline of a
possible educational program for the Federal Reserve System* Brown then
asks the Secretary 'mo read the outline, which follows;
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AN EDUCATIONAL PROGRAM FOR TILE FEDERAL RESERVE SYSTEM

Sound monetary and banking policies are essential for a sound
national economy. The assurance that we shall have such policies depends
in a large measure upon whether bankers, businessmen, government officials,
and the public generally, have a thorough understanding of the operations
and functions of the Federal Reserve System. A carefully planned educa-
tional program can be greatly helpful in providing a far better under-

standing of the System than now exists.
TO WHICH GROUPS SHOULD EDUCATIONAL EFFORTS BE DIRECTED?

There are substantially different groups in the economy to whom
ay educational efforts must be directed. A workable educational program
wvould recognize these different groups, and its activities would be or-
ganized accordingly.

Decades would be required to educate all persons so they would
have a reasonably good understanding of the complex operations of a cen-
tral banking system. The logical procedure therefore would be to concen-
trate at the outset on those groups which have such important responsibil-
ities in our economy that their failure to understand the operations of
the central banking system might result in actions which vould seriously
inpair the efficient and proper functioning of the system and of the
vhole economy. In this general group we would have (a) bankers and busi-
nessmen; (b) teachers in colleges and universities, and even in secondary
schools, whose long—run influence, especially, is very great; and (c) offi-
cials in the various branches of the government, particularly the Congress,

ihe program suggested below is directed to these three groups.
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A PROGRAM FOR BANKERS MD BUSINESSMEN

No educational program can neke any worthwhile contribution
which does not make certain, first, that those who administer the private
commercial banking system of the country have a fundamental understanding
of the operations and functions of the Federal Reserve System and of
monetary problems. The activities of both member and non—member banks
are so closely related to the operation of the Federal Reserve System
that i1t is imperative that they understand the System thoroughly if they
are to be able bankers. To provide this basic knowledge the following
specific activities are suggested.

1. Officials of the twelve Federal Reserve Banks and their
branches can discuss with the officials of state and county bankers asso-
ciations the need for this educational program and can offer to provide
persons who will appear at state and county group meetings to explain such
subjects as the following:

A. What are the functions of the Federal Reserve System, and
how does the System operate to discharge these functions?

B. What is the significance of each of the items in the table
in the Federal Reserve Bulletin entitled, “Consolidated

Condition Statement for Banks and the Monetary System”?

C. Exactly how (explain the processes fully) is the money

supply increased and decreased?

D. In relation to the money supply, what is the significance of:

a. United States Treasury purchases of gold and silver?

b. An increase in commercial bank holdings of U. S.

Government securities and other securities?
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c. An increase in commercial bank loans?

d. Purchases of securities from non—bank investors by the

Federal Reserve Banks?
9 Direct purchases by the commercial banks of U. S. Gov-

ernment obligations issued to finance a deficit of the

Treasury?

E. What are the various factors which affect reserve balances?
Hov do they operate? (Explain fully)

F. What are the instruments of control the Federal Reserve System
may use to tighten and to ease money rates? Trace their his-
torical development, their present significance, and hov they
operate.

G. What are the advantages and disadvantages of the instruments
of general control? Of selective controls such as Regulation W?
At least some general outline of the material to be presented

at bankers’ meetings should be carefully prepared so the program would be
an a uniformly high standard over the country. Under no conditions should
any effort be made to use these educational meetings to ”sell” bankers in
attendance the advantages of System membership. The bankers in attendance
will come away better informed to the extent that able persons competently
discuss sone of the important topics mentioned above and other closely re-
lated subjects. These should be educational sessions on a high level. It
would be greatly to the benefit of the Federal Reserve System if not only
able persons from the System but also well—informed commercial bankers
were encouraged to take a leading part in this program.

Contacts can likewise be made with Chambers of Commerce, state
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and local business associations, service clubs and other business and pro-

fessional groups to offer them interesting and educational discussions on

the System similar to those outlined above under Point One.

2, The staff of the Board of Governors might analyze the cata-
logs containing the curriculums and the schedules of classes of the four
principal sunmmer schools of banking—at Rutgers, Wisconsin, Washington and
Louisiana State Universities—to determine whether suggestions could be
mece to these schools about lectures on the Federal Reserve System. Mate-

rials might also be provided for these schools which have many hundreds

of bank officers in attendance.

3. The Federal Reserve Banks might consider annual meetings of
the stockholders of these banks at which the Chairman and members of the
Board of Governors and the Staff might present graphically the operations

and functions of the System, as well as discuss current monetary and bank-

ing problems and policies.

4. Some of the larger commercial banks might be induced to offer
a one hour "course” late one afternoon each weeK for six consecutive weeks
to their correspondents in their immediate areas. Some of the points out-
lined under Point One above might thus be discussed in groups of thirty,
forty, fifty or seventy—five bankers. Local Federal Reserve Banks might
help with material and the instructional staff. This suggestion may meet
with some opposition by sore large banks, especially in districts where
the large banks feel the System has too actively competed with the private
banks. However, it can undoubtedly be worked out with mutual advantages
to large commercial banks and the Federal Reserve Banks in many communi-

ties if the sessions are strictly educational and not promotional.
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5.

A PROGRAM FOR UNIVERSITY AND HIGH SCHOOL TEACHERS AMD THEIR CLASSES

There is little question but that a great many university and

high school teachers of economics, money and banking, and the social
sciences would welcome an opportunity to become better acquainted with

the operations end functions of the Federal Reserve System. The following

educational activities are therefore suggested:

1. Invite college and university teachers of economics and
nmoney and banking from each Federal Reserve district to attend a one or
two day session at the local Federal Reserve Bank where an intensive pro-
gram could be given covering the most important operations and functions
of the Federal Reserve System. Sone of the questions outlined for bankers
and businessmen, under Point One above, could be discussed. The program
could be organized for the district by the economist of each Federal Reserve
Bank. Officials of the bank should participate and should be present if a
luncheon is given. Local commercial bankers might at the same time also
arrange educational tours through commercial banks and be invited to a
luncheon with the teachers.

In sore districts a trip might even be organized to visit the
Eoard of Governors in Washington. A carefully prepared program should re-
sult in much better informed college teachers.

Teachers in large high schools with social science courses might
also be sufficiently interested to participate in the program.

2. Letters can be written by officials of the Federal Reserve
Banks to university and high school teachers of economics, money and bank-

ing and social sciences offering to provide lecturers who would address

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



—6—

classes and answer questions of students whenever they were studying the
Federal Reserve System. It would be highly advisable for the local Fed-

eral Reserve Bank to encourage competent local commercial bankers to parti-

cipate in this program, perhaps even to fill most or all of the engagements.

The twelve regional banks might prepare some suitable literature for dis-

tribution.

3. Although there are many pamphlets and books on the Federal

Peserve System, it is believed there is a place for a new book on the Sys-

tem for use in banks, business libraries, public libraries, and university

libraries and classes. A comprehensive book of perhaps twenty—four to

thirty chapters could be prepared covering the background, history, opera-

tions and functions of the Federal Reserve System. The economists of the

twelve Federal Reserve Banks and of the staff of the Board of Governors

could be assigned perhaps half of the book, each person writing a chapter.

Economists from ten or twelve universities and commercial banks also could

each be invited to write a chapter. The book should have as editor an

official of a commercial bank so it would not be a "Federal Reserve publi-

cation”. The book would thus represent the views of the Federal Reserve,

coiamercial bank, and university monetary economists and could be the most

comprehensive and best book ever published in the field. Although a book
in itself does not provide a complete educational program covering the Fed-

eral Reserve System, a book with this breadth of approach (24. competent

persons discussing the System) might be widely accepted and used in all

kinds of libraries, in banks, and in universities.

A PROGRAM FOR PUBLIC OFFICIALS

There is no more difficult aspect of this problem than the one

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



of organizing an educational program for the Federal Reserve System which

is suitable for public officials. However, the following suggestion is

submitted:

1. In connection with the Banking and Currency Committees
the Senate and of the House, probably the most effective method of hand-
ling this phase of the educational program is one of persistently culti-
vating the friendship of these officials by personal contacts, including

luncheonsmay be given by the Chairman of the Board to discuss with these

officials problems of the System without trying to "sell"” them particular

views. When the Board Staff has some special study, for example, on busi-

ness conditions, prepared for the Conference of the Presidents of the Fed-

eral Reserve Banks, or for other occasions, a similar presentation might
be given to these members of Congress for a half hour before a luncheon

witn the Board Chairman. Opportunities are certain to occur at these

events for the discussion of System problems. It is not only a reasonable

assumption but also highly probable that at least some of the members of

these committees would welcome occasional luncheons to be kept informed

of current System activities and problems which would make these persons

better informed on their own work.

The foregoing program is by no means exhaustive, but it reveals

some of the avenues along which the Federal Reserve System might develop a

more comprehensive educational program. Although the Board of Governors

raight be helpful in providing leadership for the program, the execution of

the program should be in the twelve Federal Reserve Banks. Commercial

hanks and universities might also be encouraged to furnish leadership for
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various aspects of the program. A committee of eight, of which two could
be from the Board or its Staff, two from the Federal Reserve Banks, two
from the commercial banks, and two from the universities, might be asked
to prepare a complete program. After approval of the committee's program
by the Board, this committee, with the support of the Board and the twelve

regional banks, might be authorized to place the program in operation over

the country.

Herbert V. Prochnow
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Fleming believes the Couroil could say it has gone over the secretary].s
outline and submits it tc be helpful to the Board#

Ringland states that as he recalls the discussion on th? s subject with
the Board at the last meeting, there was (1) some fear cf unwise legislation
and, (4 sore concern that bankers, business men, and the public did not
understand the functions and operations of the System*

BroNMik The Council may state that it has had an opportunity to meet
only for a few hours since its last meeting and has not had an opportunity to
give full consideration to a bank and public relations program for the System*
However, the Council is pleased to submit the memorandum of the Secretary
which it believes contains suggestions of interest and value to the Board*

H* Alexander believes the Council should emphasise that any program must
be one of information and education and not propaganda and salesmanship* The
program should also be carried out on a district level.

Beals reports that in his district they have had some good informative
meetings regarding the System*

Broun* Any program ought to be educational and not for propaganda
purposes*

Smith reports that he has discussed this subject with Mr. Williams,
President of the Federal Reserve Bank of Philadelphia* Mr* Williams felt
that any program should be strictly along educational lines*

Brown again states that any program should be educational with no attempt
to propagandize the System for publicity’s sake. Any large scale program,
for publicity only, would have serious repercussions for the System* The
program should be at district levels* The Council may also state that it is
pleased to submit to the Board the memorandum which the Secretary has prepared.

SURVEY on THE IMPACT OF THE EXCESS PROFITS TAX ON COMMERCIAL sanks~»

Fleming states that although no item was placed on the agenda relative to
the excess profits tax, he would like to make a suggestion regarding the tax*
(At this point there were off—the—record comments). He suggests that the
Council state to the Board that it would be worth while to bring up to date
the previous stucy the Board made of the impact of the Excess Profits Tax on
banks* Fleming believes the figures for 1952 may show that the impact of the
tax was nuch heavier than the Board found it was in the survey covering the

year 1951*

Brown asks members of the Council for an expression of their views on
this matter and all members are In f?[@ of requesting the Board to bring
its studty up to date to include the figures*

The meeting adjourned at 5*20 P. M*
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THE COUNCIL CONVENED AT 10 A.M. ON
NOVEMBER 17. 1932, IN ROOM es52 OF

THE MAYFLOWER HOTEL, WASHINGTON, D.C.

ALL MEMBERS OF THE FEDERAL ADVISORY
COUNCIL WERE PRESENT EXCEPT MR. JACKSON.
MR. HENRI C. ALEXANDER SERVED AS ALTERNATE
FOR MR. JACKSON.

The Council prepared and approved the attached Confidential
Memorandum to be sent to the Board of Governors relative to the
Agenda for the joint meeting ox the Council and. the Board on

November 18, 1952. The Memorandum was delivered to Mr. Carpenter,
Secretary of the Board of Governors at 11:35 A.M. on November 179
1952 . It will be noted that each item of the agenda is listed

together with the comments of the Council.

In a showing of hands on the question of whether Regulation W
should be a permanent part of the controls of the Federal Reserve
System,the Council voted in the negative.

The meeting adjourned at 11:10 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 NOVEMBER 18, 1952

1. The Board would appreciate the views of the Council on the
prospective business and economic situation during the
next three to six months as well as any comments that the
members of the Council might wish to make as to the prin-
cipal purposes for which loans from commercial banks have
been mede during the Fall period. The Board would also
like to have the Council’s suggestions with respect to
System credit policies in the months immediately ahead.

The Council believes the business and economic situation for the
mnext— three to six months will continue to be substantially the same as the
Council reported at its meeting with the Board in October. Unemployment
is at a postwar low. Wages are at peak levels. Disposable personal in-
conme is at an all-time high, end retail sales continue to be generally good.
Industrial production is up. Private capital expenditures and outlays for
defense are large. However, wholesale and commodity prices, including
prices of base metals, corn, cotton and meats, have shown some decline. The
decline in basic commodity prices may be important because of its possible
vrorld—wide effect. Profits from many businesses may be lower, but the gen-
eral business outlook for the next three to six months is good.

While the Council has not been asked to express its opinion for a
period beyond six months, members of the Council find some apprehension in
their districts concerning the economic outlook for the last half of 1953*
If the drought conditions which now prevail over relatively wide and
important farm areas are not relieved, or if the apprehension regarding the
outlook for the last six months of next year should materially increase,
iile result might be some decline in the economy before the end of the first
half of 1953.

Without presenting statistical information which the Board cur-
rently receives, the Council believes that loans this Fall have been used
largely for food processing and carrying agricultural products, for holi-
day trade, for the purchase of durable goods by consumers, and for ex-
pansion by public utilities. The over—-all loan pattern this Fall has been
seasonal, except for a bulge in consumer loans which partly reflect
increased sales of television sets in areas where new stations are operating,
and a large output of automobiles following the steel strike.

Unless and until the business and economic outlook changes mate-
rially, the Council suggests, as stated in its memorandum to the Board on
October 7, 1952, that the present rediscount rate and reserve requirements
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be continued. The council also believes that the policies followed by the
Open Market Committee in recent months have operated satisfactorily, and
it recommends a continuance of these policies which have maintained a
reasonably firm money market and an orderly market for government securi-

ties.

2. At the meeting of the Council on October 7 the Beard gave
the Council a letter recuesting its views on what should
be the objectives of the System’'s program of bank and
public relations. At that time President Brown stated
that the members of the Council would do their best to
have some suggestions formulated for consideration at the
November meeting of the Council with the Board.

The Council has met for only a few hours since its last meeting
with the Board in October. The short time available to the Council for
discussion of this subject has necessarily precluded full consideration of
the various phases of a bank and public relations program for the Federal
Reserve System. However, the Secretary of the Council, who has had con-
siderable experience in the educational field on the subjects of banking
and finance, has prepared a memorandum with a number of suggestions for a
program. The Council has seen the memorandum and believes the Board might
find in it suggestions of interest and value. Copies of the Secretary's

memorandum will be given to the Board.

The Council believes there is a lack of fundamental understanding
by bankers, businessmen, government officials, and the public generally, of
the functions and operations of the Federal Reserve System. To be effec-
tive in correcting this lack of understanding, any program of bank and
public relations must be organized solely for information and education and
not for propaganda or for high—pressure "selling” of the System. To
pursue any other objective would have unfortunate repercussions on the Sys-
tem and would defeat the program. The program should be organised on a
district level through the twelve Federal Reserve Banks and with the co-
operation of the commercial banks in the respective districts.

3. Survey on the impact of the Excess Profits Tax on com-
mercial banks.

Although this item was not placed on the agenda for discussion at
this meeting, the Council would like to suggest that a study be made at the
end of 1957 continuing the informative study made on this subject covering
the year 1951, so as to bring it up—to—-date by showing the impact of the
L'—ce3s Profits Tax on banks in 1952. The inclusion of 1952 in the study

may reveal a significant change in the impact of the tax in that year as

compared with 1951.
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G'l HMEACHE 17 19i1?72. Aul* 'iEulbErto Orl THE
CO'Ji'JCiL WERE i uEJEI"T EXCEPT MESoilao FLJEMNUGH
JACKSOu AM EGGHEAD. MR. niE'IKY C. ALEXANDER
SERVED Aj kA ALTERNATE FOR MRe JaGKSOW.

Mr* Arthur In. i-larget, Director of the Division of International
Finance of the Staff of the soara of (Jovemors, spoke on the subject

of ”international Financial L—evelopiaents”.

The following confiaential

summary of his remarks was presented by Mr. Market for inclusion in
the Secretaryls notes.

Tne meeting adjourned at U P.M.
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NOT FOR PUBLICATION
November 17, 199

International Financial Developments

1. The central goal of international financial policy must be to
balance the international accounts at a socially and politically endurable
level, without the injection of large amounts of extraordinary aid from

the United States,

2. The phrase Mat a socially and politically endurable level” is
essential to the argument* The international accounts of the European
countries, for example, could have been "balanced" without the help of the
Marshall Plan, through the simple process of forcing every country to limit
its imports only to what it could pay for out of its own exports* But this

would have meant:

a. Deprivation and unemployment on a scale that would
have meant widespread social and political unrest.

b. Serious harm to those sectors of the American economy
which, particularly during the war and the postwar period, had
become heavily dependent on export markets.

3. When the Marshall Plan was presented to the American people, it
was never suggested that the United States would be expected to continue
to provide foreign aid for the indefinite future. On the contrary, it was
represented as providing a "breathing space”, and the means, for facilita-
ting adjustments whereby the recipient countries would be able to stand on

their own feet*

In one respect, the Marshall Plan was an undoubted success; it
enabled the recipient countries enormously to increase their levels of
production above the postwar low, and thereby to avoid the "deprivation and
unemployment” which would have resulted if these countries had been forced
to restrict their imports to what they could have paid for out of their own
exports at a time when the whole productive apparatus of Western Europe was

in a state of derangement and disrepair.

5* But if the aim is to enable these countries to stand on their own
feet, it is not enough that production should increase and employment be
maintained at high levels; it is necessary also that enough of the increased
resources resulting from increasing production and high employment be devoted
to the increase of exports, and to the saving of imports, in the amounts
required to keep the international accounts in balance.

6. The thesis which | wish to present is that the extent to which this
second — and crucial — part of the program has been accomplished has
depended, and will continue to depend, primarily on the Internal financial

policies followed by the various countries, and particularly on the role
Played by monetary (i. e., central bank) policy in these countries.

NOT FOR PUBLICATION
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7# The logic of this is simply that internal inflationary pressures:

a. Lead to ®”"efsive imports. When money—spending power
increases faster than availlblFTial resources, this excess
spills over both into a rise of prices internally and into
importing on a scale which can be maintained only if exports
increase proportionately* But this proportionate increase of
exports does not come about because internal inflationary
pressures also

b* Harm exports* They do so (1) by tending to make
exports non—ompetitive with those of countries 'which are not
inflating at the same rate; and (2) by sucking into domestic
consumption and investment resources which, if not so used,
would be available for export (the '"deliveries" problem)® More-
over, the effect of the internal inflationary pressures is

greatly to

c* Diminish the flexibility of the economy* The essence

of a process of adjustment is that resources, material and human,
move from one line of business to another. But in the absence of
1Tcomplete dictatorship charged with "moving" these resources by
direct order, we have to rely on incentives to move them; and a
state of "over—full employment,” where everybody is quite happy
to keep on doing what he happens to be doing, is precisely the
kind of state in which such incentives are lacking.

8* The concept of "over—full employment" is the key to the major
obstacle which has prevented governments from taking those fiscal and
monetary measures which are absolutely essential if they are to balance®
their international accounts without continuous injections of foreign aid.
B V,Q «=>™arwro «+ +ho aim of "full employment” have admitted that

4. cixuiy JL\j Imti ~ Vwu
without running into a foreign-—
rauch more serious consequences,
tion of production than are lik
monetary policies which are con

balance.
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9* In the time remaining, | propose to illustrate these principles
from the experience of a number of European countries, arranged according
to the time-—order in which they came to accept the principles laid down
above with respect to the relation between internal financial policy and
external imbalance* From this survey, it will be seen that, no matter
how different otherwise were the conditions faced by the respective
countries, there is literally no case in which the medicine of sound
internal financial policy failed to have good results:

a. Belgium

b. Iltaly

c* Germany

d. Netherlands

e* Denmark

f. The United Kingdom
g* France

—Arthur ¥+ Marget

NOT FOR PUBLICATION
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ON NOVEMBER Ib, 172, AT 10:30 A.M. THK FEDERAL
AjjVidOKI COUNCIL HELu A JOINT MEETING WITH THE
BOARD OF GOVERNORS OF THE rEUKKAL RESERVE SYSTEM
IN THE bOAnNJ] ROOM OF THE FEDERAL RESERVE BUILDING,
WASHINGTON, D.C.

ALL MEMBEItS OF THE COUNCIL WERE PRESENT EXCEPT
MR. JACKSON. THE #ULLOWING TI'IEI'IBERS OF THE BOARD
OF GO/ERNOitS WERE PRESENT; CHAIRMAN MARTIN;
GOVERNORS SZYMCZAK, EVANS, MILLS AND ROBERTSON.
MR. CARPENTER, SECRETARY, AND MR. SHERMAN,
ASSISTANT SECRETARY,OF THE BOARD OF GOVERNORS,
WERE A0SO PRESENT.

THE BOARD WOULD APPRECIATE THE VIEWS OF THE COUNCIL ON THE PROSPECTIVE
BUSINESS AiiD ECONOMIC SITUATION DURING THE NEXT THREE TO SIX MONTHS AS
WELL AS ANY COMMENTS THAT THE MEMBERS OF THE COUNCIL MIGHT WISH TO MAKE
AS TO THE PRINCIPAL PURPOSES FOR WHICH LOANS FROM COMMERCIAL BANKS HAVE
BEEN MADE DURING THE FALL PERIOD. THE BOARD WOULD ALSO LIKE TO HAVE
THE COUNCIL'S SUGGESTIONS WITH RESPECT TO SYSTEM CREDIT POLICIES IN THE
MONTHS IMMEDIATELY AHEAD. _

Brown reads item | of the agenaa ana the conclusions of the Council as
expressed in the Confidential Memorandum to the Board, attached, Tne Council
believes there has been little change in the business outlook since the
Council met in October. The drought extends over a wide area ana has af-
fected farm implement sales. The Council also believes that the increase in
loans tnis fall has not been more than seasonal, and by Liecemoer loans may
begin to come down. The Board and the Open Market Committee are to be com-
menaed on the skill with which open market operations have been conducted.
Until it is apparent what loan trenas are* beginning in December, the Council
believes tne Boara should continue the present reaiscount rate, reserve re-
quirements and open market policies. Brown asks Beals to inform the Board
regaraing drought conditions in his district.

Deals believes tne drought picture may be somewhat colored by the recent
excellent crops. However, wheat whicn has been planted so far has been
planted in dust. The drought also has an effect on livestock, oecause
pastures are poor. Many cattle owners have had to put cattle on full feed*
rieals cites the case of a farmer, who is ninety years old and his son who is
sixty—five, who reported to him that they had never seen drought conditions
so uad. Tney nave occupied the same land continuously. The farm has no
cattle now, but has goats and sheep. They nave twenty—one windmills of which
naif are dry at present, wnicn indicates that the water table is very low,
springs on the farm are also dry.

—lay. The same situation applies to a large part of tne Western section
of his district, but conditions over the whole district are not as serious
as they are in the district which beals represents.

xtingland states that his district is predominantly agricultural. There
is considerable discouragement and concern over the drought. Conditions are
not hopeless, but rain is needed very soon,

tfrom askj Gund if he will comment regarding the outlook for the supply
of goods.
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Guild. There is some feeling that steel will be in ample supply in six
months, iiixcept for the expansion of atomic energy projects in his district,
there is a feeling that expenditures for capital goods may Degin to decline
somewhat.

Lochead believes apprehension is not too strong a word in speaking of
the outlook over a longer period. Concern is the word. Lochead believes that
automobiles, refrigerat—ors and otner goods will be "running out of our ears",
and an economic tailspin is very probable within two yearsc

Brown asks for the views of the board regarding the business outlook*

Martin stages that the Council's report is the first serious statement
the Board has had on the drought. Martin believes that aside from the drought,
tne econony is strong. There seems to be at present no danger of an immediate
renewal of a serious inflationary threat. Inflation at present is being
restrained successfully. In tne event of sore recession,* the serious question
is whether business will make the necessary adjustments in prices to move
goods. Will the first appearance dC a buyer's market cause people to run to
Washington for help, instead of adjusting prices?

Brown. ihe Council believes that a seasonal decline in loans will
probably take place beginning in December and running until Spring.

Szymczak. |If tne Defense Production Act comes up for renewal, should
the Board ask for an extension of Regulations W3 A and V and the Voluntary

Credit Restraint Program?

Brown reports that in a meeting tins morning the Council voted against
having Regulation W as a permanent power of the Board of Governors*

Szymczak explains that regulation V deals with the guaranty of defense
loans.

Fleming, regulation V should probably be renewed and provision should
oe made for a Voluntary' Credit Restraint program in case it should again

be needed.

.drowmn. All members of the Council favor the renewal of Voluntary Credit
Restraint as a soandby power. Brown does not believe Regulation a should
be renewed. He believes any threat of inflation in the near future would
spring from a situation, sucn as, Korea, and that would not be primarily

related to housing startsO
V. Alexander reports that cotton is moving slowly,
Davis believes banks will shortly be looking for loans.

rleming. nry tne time of the next Council meeting both the Council and
tne Board snoula have a better idea of a program for the future.

Smith believes Regulation W should be retained on a standby basis.
Re believes there may be a tendency for excessive competition for such loans.
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Martin asks whether Smith feels the same way regarding Regulation X.
Smith reports he does not believe Regulation X had very much effect.

Brown thinks that the loan policies relative to veterans were too
liberal and agrees with Smith on Regulation X.

Gund reports he would not favor extending the power of the Board
relative to Regulations X and W,

Szymczak asks whether any member of the Council knows whether some group
of the American liankers Association now favors extending Regulation W*

Brown reports that no member of the Council has heard of a group in the
ABA with these particular views. He does know that some of the finance
companies and automobile companies favored Regulation W as a trade regulation
and not as a monetaiy regulation.

Fleming then asks whether item IlIl on the agenda may be taken up next,
as he must leave for New York.

SURVEY ON THE IMPACT OF THE EXCESS PROFITS TAX ON COMMERCIAL BANKS,

Brown reads item 11l of the agenda and the conclusions of the Council
as expressed in the Confidential Memorandum to the Board attached.

Fleming understands from Evans that the study of the excess profits
tax will be continued# He thinks the impact of the tax in 1952 may be found
much more serious than it was in the earlier study in 1951*

Martin. The Council is aware of the Board's sympathies regarding the
matter and the Board will discuss the question of bringing the survey up—
to—date »

Brown. It will take some time to prepare the necessary forms.
Martin. The Board will discuss the matter at an early date.

AT THE MEETING OF THE COUNCIL ON OCTOBER 7 THE BOARD GAVE THE COUNCIL A
LETTER REQUESTING ITS VIEWS ON WHAT SHOULD BE THE OBJECTIVES OF THE

SYSTEM'S PROGRAM OF BANK AND PUBLIC RELATIONS. AT THAT TIME PRESIDENT BROMN
STATED THAT THE MEMBERS OF THE COUNCIL WOULD DO THEIR BEST TO HAVE SOME
SUGGESTIONS FORMULATED FOR CONSIDERATION AT THE NOVEMBER MEETING OF THE
COUNCIL WITH THE BOARD—

Brown reads item Il of the agenda and the conclusions of the Council as
expressed In the Confidential Memorandum to the board attached, brown
comments on the Secretary’'s memorandum and states that the members of the
Council believe the Board may find the memorandum of interest and value.

The Council strongly feels that any program must not be used for propaganda
purposes. To be effective, the program must be organized through the twelve
Federal Reserve banks.

riucklin. The job would be a difficult one for the Board, and to be most
effective it should be done through the twelve Federal Reserve banks.
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Even organizing the program through the twelve banks is not a simple matter
and must be aone carefully so that the program has no aspects of being

propaganda.

Smith. The Federal Reserve Bank of Philadelphia suggested that in
connection witn the program it might be possible to obtain the cooperation
of such groups as the National Industrial Conference Board, or the Committee
for Economic Development,

y. Alexander thinks the program should be organized on a district level,

Martin describes a meeting of lale students at which he was present to
discuss the operations, functions and purposes of the Federal Reserve System,
He said that one stuaent asked him to explain the purpose of the System, Martin
asked the students present to answer the question and one student replied, ,fThe

purpose of the Federal Reserve System is to protect the dollar”. Martin felt
that this student had begun to grasp some of the purposes of the Federal reserve
System,

nay oelieves an educational program canoe set up successfully and can be
made effective.

Brown thinks that further consideration of the Patman report can be
held in abeyance for the time being in order to see what program the Administra-
tion may present

Martin agrees.

Mills asks whether the Council has any knowledge of possible banking
legislation that may be proposed*

Brown reports the Council has no such knowledge.
ray asks whether the Board has any legislative program in mind.

Martin reports the Board is working on various items3 but has come to
no conclusions. IfT a legislative program is worked out®, it will be sent to the

Council. However, no large program is contemplated.

Evans states that larger quarters are needed for several of the Federal
reserve Banks.

Martin. That is the most pressing problem, Martin asks Robertson to
comment on the new school which has been established for bank examiners

Robertson reports that the Federal Reserve System” the Comptroller and
the FdIC have jointly launched a school for bank examiners. "Green” men were
chosen for the first group. Twelve men were selected from each agency, and
the first group has had a course for five weeks. The second group has now
started. A nypothetical $b million bank has been established and students

work on problems in connection with this bank. So far the project has
worked out exceedingly well. The agencies are trying to train their green”
men first. 'They hope to give each examiner credit information before he

examines banks. Robertson commented that the wage scale was far too low for
examiners.

The meeting adjourned at 12:25 P.M.

* * * * * *
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