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BY-LAWS OF THE FEDERAL ADVISORY COUNCIL

ARTICLE 1. OFFICERS

The Officers of this Council shall be a President, Vice President, three Directors, and
a Secretary, all of whom, except the Secretary, shall also serve as the Executive Committee.

ARTICLE Il. PRESIDENT AND VICE PRESIDENT

The duties of the President shall be such as usually pertain to the office; in his
absence the Vice President shall serve.

ARTICLE Ill. SECRETARY

. The Secretary shall be a salaried officer of the Council, and his duties and compensa-
tion shall be fixed by the Executive Committee.

ARTICLE IV. EXECUTIVE COMMITTEE

The Executive Committee, as indicated in Article | of the by-laws, shall consist of
the President, Vice President, and the three Directors.

ARTICLE V. DUTIES OF THE EXECUTIVE COMMITTEE

It shall be the duty of the Executive Committee to keep in close touch with the
Board of Governors of the Federal Reserve System and with their regulations and
promulgations, and to communicate the same to the members of the Council, and to
suggest™to the Council, from time to time, special matters for consideration.

_ The Executive Committee shall have the power to fix the time and place of holding
its reqular and special meetings and methods of giving notice thereof.

The Executive Committee shall have full power, as officers of the Council, to act for
the Council between meetings of the Council.

Minutes of all meetings of the Executive Committee shall be kept and such minutes
or digest thereof shall be immediately forwarded to each member of the Council.

A majoritz of the Executive C?mmittee shall constitute a quorum, and action of the
Committee snall be by majority of those present at any meeting.

ARTICLE VI. MEETINGS

eqular meetings of the Federal Advisory Council shall be held in the City o
Wasﬁl gton on tne gthird Tuesday of the moXths OPF ynJ

ebruary, May, Septembera
November of each year, unless otherwise directed by the Exet,yutlve &omnﬁ)lttee.

A melimin rxcmee.tin% of the_FederakAdvisor%yCouncil shgll he a”ed b th.? Sec-

retary in accordance with instructions to be given by the President of the Council.

. Special meetings may he called at any time and place by the President or the Execu-
tive %%mmtjttﬁe, ngé gﬁa){l %e ca?ed by t\ﬁe Premgenpt uponywrltten request o{ any three
membpers of the Council,
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ARTICLE VII. ALTERNATES
iﬁardqopﬁlr%%%g?sc%fotfhyﬁ aﬁﬁgese res§ Ei(thFt B¥st|;|ecdter[naa|1 Reserve Dlst ict, the

aPﬁ)Olnt an ater e
nate 0 a nied s ave t reﬁent alg] ekmeetln S é
OUDCI ]j’\‘\]/ I& een a e the right to take part in all ais-
cussions ot the Councl Ut sha t eentlt t0 vote.

ARTICLE VIII. AMENDMENTS
ese by-laws

vote o? a majority of P{eb%ecm%npg%fotrhgn&ee%%ergla,&d%/%reg&%ngl special meeting by &
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

February 15, 1953

The first and organizational meetir;\/? of the Federal Advis_or¥ Council for the year
%gSSlgvSaSscotn%/elnEge% ||r\1/I oom 1032 of the Mayflower Hotel, Washington, D.C., on February
, ,at 2:18 P.M.

Present:

Ernest Clayton District No. 1
Henry C. Alexander District No. 2
Geoffery S. Smith District No. 3
George Gund District No. 4
Robert V. Fleming District No. 5
Paul M. Davis District No. 6
Edward E. Brown District No. 7
V. J. Alexander District No. 8
Joseph F. Ringland District No. 9
Charles J. Chandler District No. 10
De Witt Ray District No. 11
John M. Wallace District No. 12
Herbert V. Prochnow Secretary

Mr. George Gund was elected Chairman pro tem and Mr. Herbert V. Prochnow,
Secretary pro tem.

The Secretarz 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 1953.

The following officers were nominated and unanimously elected:

Edward E. Brown, President
Robert V. Fleming, Vice President
Henry C. Alexander, 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.

. On motion, dyly made.and seconded, the Council approved the by-laws, copies of
whlcﬁ are alparto ¥hese mlnutess. uncil-approv y-1aws, coples

The Secretary presented his financial report for the year 1952, which had. been
aydited by Mr. Walter A Grgu, A35|sdﬁar]tAgd| OF of The First National Bank of(‘ﬁhga 0
T t ordered placed on ched and

e report wa roved an ile. A copy of the report Is atta
made a part o? %Wépse minutes. py p

4
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e(es of which had been"'sent prewousy fo t e mem ers o
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On motion, a resolution
Secretar to SK eac
ex enses 0

IaF';;qs Sr?/Ce0 C1<to coptribute
and mg %ﬁat i) ?t% geraIA VISOry ounmi

upon |
é&com lete Ilstb%f fthe |temsr?en hefﬁgqua E r%%erarr?iﬁ}rl]ngo Rd
t?]erEedera &\dwsory ouhnu‘ WhICP] ollows on pages 9

The meeting adjourned at 5:35 P.M.

e et

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

For the Year Ended December 31, 1952

Balance on hand, ,
December 31, 1951........c. $ 7,337.99 Salaries..... . V e nssssenes 3,000.00
Conference EXPense.... 779.03
Printing and Stationery......... 344.00
Assessments— . '

12 Federal Reserve Banks  4,200.00 MiSCEHANBOUS oo 25.35

Balance on hand,
December 31, 1952 7,389.61
$11,537.99 $11,537.99

Chicago, Illinois
February 1, 1953

To the Federal Advisory Council:
| have audited the books, vouchers, and accounts of the Secretary of th% Federal
Advisory Council for the year ended December 31, 1952, and certify” that the above

statement agrees therewith.
Respectfully,
THE FIRST NATIONAL BANK OF CHICAGO

(Signed) Walter A. Grau
Assistant Auditor
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MINUTES OF THE MEETINGS OF THE FEDERAL ADVISORY COUNCIL

February 16, 1903

flowertl-floteol5 @/ashn%&%oﬁe r A\(/jv\ﬂ heS Pens? eﬁ%col{)lvergrownR?ﬁnh éﬁa(g;theMay-

Present; W rown, _Presi Messrs, Ernes on.. Henr
ﬁgxanger ? '\ﬁ%k g %mglltE (lj?)%Jhg?IeGsuj1 dSCd#]SanE gtr VSDeI:S mqqgauﬁﬁ] Blav\ﬁla%ace
an(f< ?—Per% Q? rochno §l ecretary.

he C uncil revie Sed |t§ concju ?]IO%S of hef &revmus da regardmg the items on the
11[1 sent to the Secre (Hq oar vernors the confidenti IMemoran
% f8 ovvso Rages Isting '1 eq |tegls and the. con u3|o s rac
uncil. The memoran é/gas delivered to the ecretaryo the oar over
nors at 12'noon on February fé’
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 17, 1953

L, Conﬁlderatlon of a modification of the United States Bureau of |nternal Revenye
re?nu ation havmg for 1ts purpose an mcreas?, In the,t%ermltt_ed loss reserves In
commercial banks to an amount more realistic with possible potential loss
should a serious business depression occur.

_The Bureau of Internal Revenue formula, which fixes the maximum permissile
addjtions to loss reserves that can be deducted from the taxable income of commercial
banks, was fair when it was first adopted, and it operated satisfactorily for several years.
However, the heavy Iossei of 1929 and the early 19%0’3 cannot be taken into consjderation
under the present ‘formula, and few banks have had any considerable losses in recent
years, The volume of loans is at an all-time high level, but the present formula does not
Bermlt banks to deduct for income tax Purposes additions to reserves in an amount

earing a sound relationship to probable losses, based on past experience.

Tax policy should encourage additions to loss reserves at this time in order to strength-
en the banking system and protect bank depositors. The Council would apforemate an
assistance which the Board might find it possible to give in working out a formuja wit
the Bureau of Internal Revenge which would meet present conditions. A committee of
the American Bankers Association has suqﬂested a formula which the Board of Governors
might find helpful in its consideration of this problem.

2. What_are the views of the Council on the prospective business and economic
situation during the next six months and the probable changes in the volume
of bank loans during that period? What problems, if an){, does the Council
{oir(esee I|n t?he substantial growth of consumer and real estate credit that has
aken place’

_ Business is operating at a high level, and industrial productign, wages and personal
income are setting peacetime records. Unemployment is low. Retail sales over the country
as a whole are good. Despite ?]ﬁ),ottlness In certain industries, busingssmen are,r(]%nT,raIIy
orgilmlst_lc,regard_m the economic outlook for the next six months. The Council believes
this optimisni 1s justified, In some sections of the country in which agriculture Is of magor
Importance End,where drouth conéiltlon now threaten; the continuance of the presént
high rate of pusiness activity will depend on the weather. For months there has been a
radual decline In the,ﬁmcs 0f varigus basic commodities, e_spemallg farm products.

hese_price declines will result in a decrease in farm purchasing powér and will affect
some_m%ustrles adverselg/. _Hov%ever, these price decémes max serve a constryctive Pur-
pose if they temper excessive business optimism and restrain increases in other prices.

The Council believes that the present volume of bank loans, except for normal
seasona\l fluctuations, will %how little chanfge in the next Six m%nths. All members of the
Council are concerned with the growth of'c nsum?r credit. The demands on banks for
this type of credit, whether by “tinance and small loan companies, retail stores, mall
order “concerns, or directly hy” consumers, show no immediate sign of abatement. A
strong minority of the Council ‘believes that legislation should now b& adopted permitting

8
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the reim s|t|on of Regulation W. A majorit oféhe Council |soPJJosed to sucn legislation
g vor revie qthemattler afal ter date vvaen developments in the economy
make cearer eher any legislation 1s desira

Th ere IS some evidence ousing construction |ss owm a tendency to leve
Government

0|c ofs ctera moere |stca raisals, not o X hosea vl
ntee th BX |c superwsm svm ssoc ations,
deslra sou he In restricting the growt mt evo umeo unsoun
re state cre |t

The Council does nto]t bewleve present conditions ustny reim sm% Requlatlo?

Does the C unC|I have an ments Or suggestions to m ke with respect
Bgs cre |t dq)ur e recent pen%% and what t ese popmesps oultg
the mont s a ea

¥|ew of the fact that tiank Ioans |Hcreased more than seﬁsonally in the last few
weeks of 1952, the Council be |eve1§ at the recent increase In the rediscount rate froin
i ager cent to 2Iper cent waSjustl ed. Th ethh cent reajscount rate IS 250 Wore nearg

ord with present mone ate than |ts chological influence, th
Increase in th ; rediscount rate ad flttte e?tect The 8ﬁunC|P§FveI|e e that no INCreases

s ould he age In present reserve requnements nd that unless there |s |mportan
Hoe In the economlc outlook the g eaent ediscount rate s oul tlnued
con tions In the ]next few months sh n% e tlg fer money desna e Counm

suggests the use of open market operatlons or that purpose.

4, The}Board has not Y?t tlnaloy formthlated Its views as tOdefInI recommendatlohg
Yv resgect fo legislation Prlngt e present session of the Congress and wo
ke to have the comments of the’Council as to t eproposalst at'might be made

TheCounmI nder tands the edtera Reser¥e Sthem has exhausted its authogz tion
or. ex andin rnlzmgt aﬂ itles 0 % “o es. Ine ou cil would Ttavor
Ig |on ? mg the ste $15 million 5 1on wit to expand Its
anch facifities "to e the Increasing volume of buslness of the Sys em.

The Co ncil would also favor Ieglslatlon &erm ttlng the reissuance WléhOU'[ Penajtﬁ
of aL Feder Reserve Notes by ag the Federal Reserve Banks regar less of whic
Ban |ssued the Notes. This would save present costs in shipping Notes.

The Council does not know what legislation the Boar contemplate proposi
at the present sesstono t eCngress éouncmwoul?i %e pe/ased to discus W|[t)h tﬂg
Board any legislation 1t is considéring proposmg
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MINUTES OF THE MEETING OF THE FEDERAL ADVISORY COUNCIL

February 16, 1953

At 2:20 P.M., the Federal Advisory Coun%rl conven,eéj in the Board Room of the
Federal Reserve Burldr ng, Washington, D'.C., with the President, Mr. Brown, in the Chalr.

Present; Mr. Edward . Brown, Preérden Messrs Ernest Clayton Henry C.
A,exan er, Geoffrr]erﬁs ,t ' George Gun f emm% . Davis,

Alexander, Josep Ringland, C arIesJ Chan er, De W'itt Ray, John M. Whllace,

Herbert V. Prochnow,” Secretary.

Dr. Woodlief Thomas, Economic Advisor to_the Board of Governors of the Federal
rEe]%snetrsve System, spoke to the Council on the subject, “Current Money Market Develop-

The meeting adjourned at 3:45 P.M.

HERBERT V. PROCHNOW
Secretary

10
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MINUTES OF JOINT CONFERENCE OF THE FEDERAL ADVISORY COUNCIL
AND THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

February 17, 1953

At 10:30 f fthe F |.Ad Council the Boa
fGover or 0 Mwla é@t‘é %@Ber(/egn eys(tem ?Naseﬁeg In tn/eIS%rr}/ardOﬁ%%Imaon theeFe eraq
eserve urdrng shington,

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

|rman I\/'_c ar in, Jr.: ove ors M. S. Sz Evans ames
8an A r "and ber tson: a arpenter. Secre-
tary, an erritt’ S erman Assrstant Secretary oft ard OVErnors.

Present: Members of the Federal Advisory Council:

Ed%r E, Brown Pr sident: M ssr Ernes C|axﬁon Henrr/C Aexanaer,

&es(gwf %fand 8?12% es hant?leerrt De |tth9ay “ohn MD%IaIIace anAd Herbert
hoc now, Secretary.

Presrdept Brown read the first item on the agenda and the conclusions of the Council
as EXpresse In the confidential Memor ndu fhe Board .of Governors from the Federal
Advisory Council, a printed on pages and 9ot these minutes,

harrmaP Martin ?_\tated that the Board WI¥ t%e %Ieased to discuss the matter with
the Bureau of Internal Revenue at the request of the Bureau.

The Presgdent %f the. Councrl then read t]he second item on the agenda and tr]

concl US|08 OgnCI as tg(pre Sed In the copfidential Memorandum PIEVIOUS
mentlone resident Brown added that since the anrd recelves StatIStICS rom Ove

e L e

ormatronr eir. respective districts, and receive if before the Board compiles t
sta ISHgSBoarng?oll(gm ion on tﬁrs item, partrcrpate(} In by members of the PESunci

The President of the Councjl read the third item on the agenda and the conclusions
of the Sounm\ as expressed In tne Confidential Memorandum alta ﬁ rp

resrdent Brown then read the fourth item on the a eida and tne conclusions o

he Council as state(ii t‘te Confldentld M(emor ndum, a eg her the Boar
ad any controversial legislation it would [ike to discuss wit ouncr

1
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Chairman Martin replled that he believed mcreasmg the branch faC|I|t|es of the
Federal Ref rve Syste was th EJiHOSt J\gent item of eqlslatlon He also % dat
Board wou send” to the Council In advance copies of any legislation the Boar may
present to Congress.

The meeting adjourned at 12:48 noon.

HERBERT V. PROCHNOW
Secretary

12
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NOTE: This transcript of the Secretary®s
notes is not to be regarded as complete or
necessarily entirely accurateo The trans—
script 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.

Ho V. P.

The Secretary*s notes on the meeting of the
Federal Advisory Council on February 15* 1953>

at 2s18 PoMo, in Room 1032 of the Mayflower Hotel*
Washington, D, C. AIll members of the Federal
Advisory Council were present.

George Gund 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 1953#

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
Henry C. Alexander, 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 1952 which had
been audited by Mr. Walter A, Grau, 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.

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 Council for the year 1953*

The Council approved the Secretary's notes for the meeting of November 16
17 and 18, 1952. The printed minutes for all the 1952 meetings of the Council,
copies of which had been sent previously to members of the Council, also were

approved.
ITEM |

CONSIDERATION OF A MODIFICATION OF THE UNITED STATES BUREAU OF
INTERNAL REVENUE REGULATION HAVING FOR ITS PURPOSE AN INCREASE
IN THE PERMITTED LOSS RESERVES IN COMMERCIAL BANKS TO AN AMOUNT
MORE REALISTIC WITH POSSIBLE POTENTIAL LOSS SHOULD A SERIOUS BUSINESS

Digitized for FRASER DEPRESSION OCCUR, _ _ _ _ _
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Brown is inclined to believe that this item is probably one which should
be considered by the Treasury instead of the Board of Governors.

Fleming believes that the subject is somewhat related to the Excess
profits Tax<> (At this point there was an off-the-record discussion of the
Excess Profits Tax).

Wallace. There is a competitive situation with the savings and loan
associations which makes this subject especially important. The present per-
missible additions to loss reserves, which can be deducted from the taxable
income of the banks, are far too low. The higher the savings and loan associa-
tions are permitted to build their reserves, the more they can argue that they
are justified in paying higher rates.

Ray reports that a committee of the American Bankers Association is work-
ing on the matter and has a formula that would permit building up loss reserves
at the rate of one—-half of one per cent annually for ten years, to a total of
5 per cent*

Fleming does not think that legislation is required to change the present
formula.

Ray states that legislation is not required.

Brown. (The Excess Profits Tax is discussed off-the—-record). The ques-
tion of permitting larger loss reserves is one of obtaining a new regulation
from the Bureau of Internal Revenue. The present formula was fair when it was
first adopted, and it operated satisfactorily for several years. However, the

period of heavy losses in 1929 and the early 1930's cannot be given considera-
tion under the present formula, and most banks have had no large losses in
recent years. Consequently, under the present formula the banks are not permit-
ted to deduct for income tax purposes adequate additions to reserves. The
Council can state that the formula should be revised and that it hopes the

Board of Governors will lend its good offices to work out a more satisfactory
formula with the Bureau of Internal Revenue.

Wallace. The depositors are entitled to a more realistic basis for deter-
nininp" bank _o0oss reserves.
Brown. The banks should have a new formula for the protection of their

depositors and also for the benefit of the Federal Deposit Insurance
Corporation# (There was a further long off-the—-record discussion on the Excess
Profits Taxo) The Council may also inform the Board that the American Bankers
Association has developed a formula permitting reserves up to one-half of one
per cent annually of the average amount of loans outstanding. The formula
would apply for ten years, permitting maximum reserves up to 5 per cent

ITEM 11

WHAT ARE THE VIEWS OF THE COUNCIL ON THE PROSPECTIVE BUSINESS
AND ECONOMIC SITUATION DURING THE NEXT SIX MONTHS AND THE
PROBABLE CHANGES IN THE VOLUILE OF BANK LOANS DURING THAT
PERIOD? WHAT PROBLEMS, IF ANY, DOES THE COUNCIL FORESEE IN
THE SUBSTANTIAL GROWTH OF CONSUMER AND REAL ESTATE CREDIT
THAT HAS TAKEN PLACE?

Brown asks for the opinion of each of the members of the CouncilO
Digitized for FRASER
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Clayton, There was an upsurge of business in his district in the last
quarter of 1952, and this business activity will probably continue at least
through the first half of 1953* Loans are somewhat higher than they were a
year ago* Other than seasonal fluctuations, no important increases or de-
creases in loans are expected,.

Smith* Business activity is at a high level. Savings are large. Profits
are somewhat lower for some businesses. Although most persons continue to feel
optimistic regarding the immediate economic outlook, there is some pessimism
about the outlook for 195U® Except for seasonal fluctuations, loans will
probably continue at a fairly high level with consumer credit increasing®*

Gund* Business activity is at a high level in his district. Retail sales
are good. Manufacturing is very active. Employment is at peak levels. There
are some indications of a levelling off of business, and there is some evidence
that steel operations may slacken a little. Loans declined somewhat more in
January than for the same period a year ago. Any further rapid rise in mort-
gage debt would be a cause for concern. There has been a large increase 1in

consumer credit compared to last year,

Fleming0 Business is continuing at a good rate and should be good for the
first six months of 1953 or longer. Loans are higher than a year ago, but are
tapering off. Many persons believe there may be some decline in 195U* There
has been a rather marked tapering off in real estate credit in medium to
higher—priced housing. The probabilities are that consumer credit will con-
tinue to rise.

Vance Alexander. There is a good demand for houses in his district and
building activity is up. Retail sales are a little above last year. Sales of
the whiskey industry are off considerably. The cotton crop was good but prices
fell. Less cotton has been moved than is usual at this time of the year.
Consumer credit is increasing. Employment is at high levels. There is still
some government spending in his district, primarily in Paducah. Business
activity is high and is expected to continue until fall. Loans have held up

and are above last year.

Ringland, Loans are higher in his district than last year. Drought
conditions are still bad in the district. Business should continue good for
the first six months of 1953« A continuance of good business after the
middle of the year will depend on moisture conditions and some relief from the
present drought condition. Savings are going up. There has been an active
demand for houses, except for higher—-priced residences.

Chandler. A continuance of good business in his district depends
largely on agriculture which has suffered from drought conditions. A big
winter wheat acreage has been planted but the chances of a good crop this year
are problematical. The commercial loan volume increased in the district much
less than the national average. Farm land prices have declined only in
exceptional cases where the land was very high priced. Business in the Tenth

district for 1953 roay b* less active,

Ray, One of the problems in his district is the lack of rain. The
moisture is much less than normal. Business is good. Department store sales
are up. The oil industry is very active. Lower—priced houses are moving well.,
The cotton carry-over is not large. At the end of January, loans were at
peak levels. Loans will probably not decline if there is an increase in oil
prices.
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Wallacco The power shortage in the Northwest has adversely affected
industry in that section, especially aluminum, but there have been rains lately,
California has had rainsD business is active and the state is gaining UO0,000

a year in population, Arizona has thrived because of vacation traffic, lIdaho
has also gained, except for mining, in which case, falling metal prices have
been adverse. There have been new oil and gas discoveries in his district.
Deposits and loans are at peak levels. If Korea should end in the next year or

so, there may be a decline in business, especially in the Wist through which
much of the traffic to Korea now goes.

Brown, In the Seventh district business is good. Most business men and
bankers expect good business to continue during the next six months and many
expect it to continue longer. Loans, especially those based on commodities,
are down from the end of the year, Large chain stores and mail order houses

are borrowing to extend consumer credit. Brown expects loans to continue at
about their present levels, except for seasonal fluctuationsc

Davis iIs not quite as optimistic as the other members of the Council re-
garding the business outlook. There has been some slowness in collections.
The coal business is considerably demoralized. Loans are off since December
sind no important increase in loans is expected. Loans may actually decline.
There is some concern in Florida about automobile sales. There are reports
that more changes may be made in dealer franchises this year than ever before.

Brown, The farm machinery business is not good, and there is probably
some slackening in building new industrial plants. The Council may state to
the Board that its members feel that business will continue at high levels for

the next six months* In spite of spottiness in certain industries, business-
men are generally optimistic regarding the economic outlook for the next six
months. In some districts, primarily agricultural, a continuance of good
business depends on weather and relief from drought conditions* Except for
seasonal fluctuations, the volume of bank loans will probably show little
change. The demands on banks for consumer credit9 whether by finance companies
department stores, mail order concerns or directly by consumers, show no sign

of abatement,

H. Alexander agrees with the conclusions Brown has expressed as those
the Council. ~

Brown. The growth of real estate credit is due in a large part to liberal
guaranties of government agencies and to the failure to have more realistic
appraisals both for government—guaranteed loans and for those made by savings
and loan associations. It would be highly desirable if these government

agencies and the officials supervising savings and loan associations would

initiate a policy of stricter and more realistic appraisals. Brown asks the
opinion of the members of the Council regarding consumer credit.
Davis states that he is worried about the ability of the payer to meet his

obligations in a period of depression,

an
Smith* We are entering a period of/ovjrsupply of goods, and so there will
be more pressure for easier terms*

Brown. Every new house needs various appliances. Brown asks whether the
danger o0 fan increase in consumer credit is so great that the Council should
approve the principle of Regulation W*
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Fleming believes it would be best to defer a decision regarding Regulation
W at least until the May meeting® He believes that moving families to the
suburbs has substantially increased consumer credit. Families who purchase
individual homes in suburbs need cars and electrical appliances of various
types* Any decline in housing construction would bring a decline in the demand
for consumer credit to finance these appliances and automobiles.

Brown* The Council may state that the majority of the Council does not
believe present conditions justify reimposing Regulation W or Regulation X. A i
policy of stricter and more realistic appraisals is required on government-—
guaranteed loans and the real estate loans of savings and loan associations.

All members of the Council are concerned with the growth of consumer credit.
The next few months will give a clearer picture of the trend in consumer credith
as well as of developments in the economy. The majority of the Council would

like the opportunity at a later date to review the question of whether
Regulation W should be reimposed. After a show of hands, Brown reports that
a strong minority of the Council feels that Regulation W should be reimposed

now. A majority of the Council is opposed to such legislation now, but favors
reviewing the matter at a later date when developments in the economy should
make clearer what steps, if any, should be taken in connection with consumer
credit.

Ho Alexander states that he favors legislation which would permit re-—
imposing Regulation W now.

Brown reports that five members of the Council have indicated by a show
of hands that they favor legislation permitting the reimposition of
Regulation W nowO

ITEM 111
DOES THE COUNCIL HAVE ANY COMMENTS OR SUGGESTIONS TO MAKE
WITH RESPECT TO SYSTEM CREDIT POLICIES DURING THE RECENT

PERIOD AND WHAT THESE POLICIES SHOULD BE IN THE MONTHS AHEAD?

BrownO (There is an off*=the—-record discussion on the rediscount rate.)
Brown believes that the increase in the rediscount rate had little effect.

Wallace. The Council may state that it approves System credit policies
during the recent period.

Brown. The Council may state it approves recent credit policies of the
System. In view of the fact that loans increased more than seasonally at the
end of 1952, and did not decline substantially early in 1953, the raise in the
rediscount rate was justified. Other than sentimentally, the change in the
rediscount rate had no important effect except possibly in the government bond
market, as some members of the Council have indicated in their informal
comments. Unless there is an important change in the economic outlook, the
Council does not believe there should be any change in reserve requirements or
in the rediscount rate. If it becomes desirable to restrict credit, the
Council suggests the Board use Open Market operations.

Fleming. (There is an off-the-record discussion on System credit policies

and government fiscal policies.)
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ITEM IV

THE BOARD HAS NOT YET FINALLY FORMULATED ITS VIEWS AS TO
DEFINITE RECOMMENDATIONS WITH RESPECT TO LEGISLATION
DURING THE PRESENT SESSION OF THE CONGRESS AND WOULD LIKE
TO HAVE THE COMMENTS OF THE COUNCIL AS TO THE PROPOSALS
THAT MIGHT BE MADE.

Fleming believes the Board has no present intention of asking the Congress
to raise the present limitations on reserve requirements. The Board would like
$15 or $20 million to expand its branch facilities. The present authorization
for $10 million is largely exhausted.

Brown. The Council may state that it understands the System has exhausted
its authorization for expanding its branch facilities, and that the Council
would favor legislation giving the Board $15 to $20 million to expand these
facilities now. The Council would also favor legislation permitting the re-
issuance, without penalty, of all Federal Reserve notes by any of the Federal
Reserve banks, regardless of which bank originally issued the notes. The
present cost of shipping the notes would be substantially reduced. The
Council may also ask the Board what legislation it intends to introduce.

He Alexander thinks the Mills Plan should be repealed. It is not good
for the banks, the Treasury, or the country.

Brown states the Council in the past has always been reluctant to take
up general tax questions because they concern the Treasury and because of the
possible implications involved. This matter is largely one with which the

Treasury would have to deal.

The meeting adjourned at 5835 pu«m.
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THE COUNCIL CONVENED AT 10*05 A,M,, ON FEBRUARY 16,

1953, IN ROOM 1032 OF THE MAYFLOWER HOTEL, WASHINGTON,

D.C. ALL MEMBERS OF THE FEDERAL ADVISORY COUNCIL WERE
PRESENT.

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
of the Council and Board on February 17, 1953* The Memorandum was delivered
to Mr. Carpenter, Secretary of the Board of Governors at 12 noon on February 16,
1953 It will be

noted that each item of the agenda is

listed together with
the comments of the Council.

The meeting adjourned at 11?1*0 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 FEBRUARY 17, 1953

1. Consideration of a modification of the United States
Bureau of Internal Revenue regulation having for its
purpose an increase in the permitted loss reserves in
commercial banks to an amount more realistic with
possible potential loss should a serious business de-
pression occur.

The Bureau of Internal Revenue formula, which fixes the maximum
permissible additions to loss reserves that can be deducted from the tax-
able income of commercial banks, was fair when it was first adopted, and it
operated satisfactorily for several years. However, the heavy losses of
1929 and the early 1930's cannot be taken into consideration under the
present formula, and few banks have had any considerable losses in recent
years. The volume of loans is at an all-time high level, but the present
formula does not permit banks to deduct for income tax purposes additions to
reserves Iin an amount bearing a sound relationship to probable losses, based
on past experience.

Tax policy should encourage additions to loss reserves at this
| e in order to strengthen the banking system and protect bank depositors.

gnu which would meet present conditions. A committee of the American
an erS Association has suggested a formula vhich the Board of Governors
mlg find helpful in its consideration of this problem.

rncH would appreciate any assistance which the Board might find it
e to give in working out a formula with the Bureau of Internal Rev-

2. What are the views of the Council on the prospective
business and economic situation during the next six
months and the probable changes in the volume of bank
loans during that period? What problems, if any, does
the Council foresee in the substantial growth of con-
sumer and real estate credit that has taken place?

Business is operating at a high level, and industrial production,
wages and personal income are setting peacetime records. Unemployment is
low. Retail sales over the country as a vhole are good. Despite spottiness
in certain industries, businessmen are generally optimistic regarding the
economic outlook for the next six months. The Council believes this
optimism is justified. In some sections of the country in vhich agriculture

is of major importance, and vhere drouth conditions nov threaten, the con-
tinuance of the present high rate of business activity vill depend on the
weather. For months there has been a gradual decline in the prices of
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various basic commodities, especially farm products. These price declines
will result in a decrease in farm purchasing power and will affect some
industries adversely. However, these price declines may serve a construc-
tive purpose if they temper excessive business optimism and restrain in-
creases Iin other prices.

The Council believes that the present volume of bank loans,
except for normal seasonal fluctuations, will show little change in the
next six months. AIll members of the Council are concerned with the growth
of consumer credit. The denands on banks for this type of credit, whether

by finance and small loan companies, retail stores, mail order concerns,

or directly by consumers, show no immediate sign of abatement. A strong
minority of the Council believes that legislation should now be adopted
permitting the reimposition of Regulation W. A majority of the Council is
opposed to such legislation now, but favors reviewing the matter at a later
date when developments in the economy should make clearer whether any legis-
lation is desirable.

The Council does not believe present conditions justify reimposing
Regulation X. There is some evidence that housing construction is showing
a tendency to level off. A policy of stricter and more realistic appraisals,
not only by those approving Government—guaranteed loans, but also by offi-
cials supervising the savings and loan associations, is highly desirable
and should be helpful in restricting the growth in the volume of unsound
real estate credit.

3. Does the Council have any comments or suggestions to make
with respect to System credit policies during the recent
period and what these policies should be in the months
ahead?

In view of the fact that bank loans increased more than seasonally
in the last few weeks of 1952, the Council believes that the recent increase
in the rediscount rate from 1-3/4 per cent to 2 per cent was justified. The
2 per cent rediscount rate is also more nearly in accord with present money
market rates. Other than its psychological influence, the increase in the
rediscount rate had little effect. The Council believes that no increases
3hould be made in present reserve requirements, and that unless there is an
important change in the economic outlook the present rediscount rate should
be continued. If conditions in the next few months should make tighter
money desirable, the Council suggests the use of open market operations for
that purpose.

4. The Board has not yet finally formulated its views as to
definite recommendations with respect to legislation
during the present session of the Congress and would like

to have the comments of the Council as to the proposals
that might be made.

The Council understands the Federal Reserve System has exhausted
i+s authorization for expanding and modernizing the facilities of its
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branches. The Council would favor legislation giving the System $15 million
to $20 million with which to expand its branch facilities to handle the
increasing volume of business of the System.

The Council would also favor legislation permitting the reissuance
without penalty of all Federal Reserve Notes by any of the Federal Reserve
Banks, regardless of which Bank issued the Notes. This would save present

costs in shipping Notes.

The Council does not know what legislation the Board may contem-
plate proposing at the present session of the Congress. The Council would
be pleased to discuss with the Board any legislation it is considering pro-

posing.
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THE COUNCIL CONVENED IN THE BOARD ROOM OF THE FEDERAL
RESERVE BUILDING AT 2:20 P.M. ON FEBRUARY 16, 1953.
ALL MEMBERS OF THE COUNCIL WERE PRESENT.

Dr. Woodlief Thomas, Economic Adviser to the Board of Governors of the
Federal Reserve System, spoke on the subject of MCurrent Money Market
Developments”. A confidential summary of the remarks of Dr. Thomas was
distributed to members of the Council at the meeting.

The meeting adjourned at 3:U5 P*M*
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ON FEBRUARY 17, 1953, AT 10:30 AOMO 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, DO C.

ALL MEMBERS OF THE COUNCIL WERE PRESENT. THE
FOLLOWING MEMBERS OF THE BOARD OF GOVERNORS WERE
PRESENT: CHAIRMAN MARTIN; GOVENORS SZYMCZAK, EVANS
VARDAMAN, MILLS AND ROBERTSONs MR. CARPENTER
SECRETARY, AND MR. SHERMAN, ASSISTANT SECRETARY,

OF THE BOARD OF GOVERNORS, WERE ALSO PRESENTO

ITEM |1

CONSIDERATION OF A MODIFICATION OF THE UNITED STATES BUREAU

OF INTERNAL REVENUE REGULATION HAVING FOR ITS PURPOSE AN INCREASE
IN THE PERMITTED LOSS RESERVES IN COMMERCIAL BANKS TO AN AMOUNT
MORE REALISTIC WITH POSSIBLE POTENTIAL LOSS SHOULD A SERIOUS
BUSINESS DEPRESSION OCCUR

Brown introduces the new members of the Council and informs the Board of
the names of the officers of the Council and the names of the members of the
Executive Committee of the Council for 19530 Brown reads Item One and the
answer of the Council as expressed in the Memorandum to the Board found earlier
in these notes. He states that he assumes the Board is familiar with the
present formula under which banks may set up loss reserves. He believes this
formula was set up by Mr. Wiggins as Undersecretary of the Treasury. The
formula worked well at the time. The question is not one of tax relief but is
primarily a matter of further strengthening the banking system. Brown calls
attention to the formula which the American Bankers Association has developed*

Martin. The Board is pleased that the Council raised the question. The
Board is inclined to feel that the Board should not raise the question with the
Bureau of Internal Revenue. The Board does not wish to be in the position of
advocating, measures which it is the responsibility of the bankers associations
such as/American Bankers Association to advocate. The Board will be pleased
to discuss the matter with the Bureau of Internal Revenue at the request of
that Bureau. Martin repeats that the Board is pleased to have the suggestion
and any suggestions the Council has from time to time.

Ray. In view of the fact that there have been some changes in the
Congressional Committee dealing with these matters, the American Bankers
Association has filed a statement giving the historical background of this
subject and other information to the Committee. The formula of the
American Bankers Association permits loss reserves up to one—half of one
per cent annually for ten years, to a total of 5 per cent.

Martin states that he is sure the Council appreciates the view of the
Board, which 1is that the request to discuss the matter should not go from the
Board to the Bureau of Internal Revenue, but rather come from the Bureau to
the Board.

Wallace points out the advantages which the savings and loan associations

have In this respect. Savings and loan associations are taking over more and
more of the savings deposits of the country. The banks should be able to build
up loss reserves equal, at least comparatively, to those of the savings and
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Smith states that his bank h$s set up loss reserves in excess of the

formula! Stockholders may offer objections. If losses become heavier,
the additional loss reserves are a proper tax—free charge against earnings.
ITEM 11

WHAT ARE THE VIEWS OF THE COUNCIL ON THE PROSPECTIVE BUSINESS
AND ECONOMIC SITUATION DURING THE NEXT SIX MONTHS AND THE
PROBABLE CHANGES IN THE VOLUME OF BANK LOANS DURING THAT
PERIOD? WHAT PROBIEMS, IF ANY, DOES THE COUNCIL FORESEE IN
THE SUBSTANTIAL GROWTH OF CONSUMER AND REAL ESTATE CREDIT
THAT HAS TAKEN PUCE?

Brown reads Item Il and the conclusionsof the Council as expressed in the
Memorandum to the Board* He states that the Board receives statistics from
over the United States, and its statistical information must necessarily be
more complete than the members of the Council receive* However, the members
of the Council do receive first—hand information in their respective districts
and receive it before the Board compiles its statistics™* In various districts
such as Minneapolis, Dallas, and Kansas City, there has been a severe drought*
The members from those districts feel that business activity is dependent, in
part, on moisture conditions. In connection with bank loans, no important
change in volume other than seasonal is expected in the next six months. Brown
points out that borrowings to take care of installment sales of some of the
mail order houses and retail stores are included in their regular borrowings and
these installment sales do not shgw up as installment credit* Brown reports
that the number of members in the Council favoring legislation permitting the
reimposition of Regulation W has increased. Brown reports also that the
majority of the Council is opposed to such legislation now and favors review-
ing the matter at a little later date. He also believes that a majority of
the majority of the Council is opposed to Regulation wWn on principle, as they
believe that the remedy is worse than the disease* As for real estate credits,
more realistic appraisals are necessary in connection with government guaran-
teed loans and with the loans of savings and loan associations.

Martin states he would like to hear from someone who is in the minority
on Regulation W.

Ho Alexander states he is a member of the minority* The Board has
jurisdiction over many forms of credit. This is a form of credit. This type
of credit comes on top of a boom. Millions of people are involved* Con-
sumer credit tends to make a depression worse. With more goods to be avail-
able, consumer credit threatens to increase as terms become easier.

Alexander says that he understands it is very difficult to police hundreds of
thousands of businesses, but he nevertheless believes that Regulation W is
desirable now. Consumer credit exaggerates b oth booms and depressions.

Martin. How do you distinguish between Regulation W and Regulation X?

H. Alexander. Regulation X deals with fewer groups and a relatively
limited area, and in many cases 1is not so directly connected with bank credit.

Robertson. Would the real estate credit problem be solved if government
guarantees were removed?

H. Alexander believes the appraisals would be more realistic.

V. Alexander states that no one has lost money on Title One
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Vardaman. In considering the reimpositioifi of Regulation W, would you
forget Regulation X, the voluntary credit restraint program, and reserve re-
quirements as instruments for the control of credit. Vardaman understands

that the banks have one-half of the installment credit and the Board could
therefore reach this installment credit through a voluntary credit restraint

program and in other ways.

H» Alexander does not believe a voluntary credit restraint program would
be needed now.

Vardaman says that he does not know what proportion of installment credit is

the right amount or what proportion is too much or too little. He points out
that installment credit is actually a smaller percentage of disposable income
now than it has been in the past. Vardaman a Iso asks what percentage of con-

sumer credit is an addition to the credit structure, and what percentage 1is
simply a different use of the same credit structure.

Ho Alexander believes the Board can use other instruments to control the
remainder of the credit structure.

Wallace reports that Fleming's ideas of the reasons for the increase in
consumer credit were very valuable.

Brown reports that Fleming has been delayed for a few minutes because he
is attending the presentation of a gold medal to President Eisenhower.
Fleming is very much opposed to reimposing Regulation W. He believes the in-
crease in consumer credit is tied up with the large volume of housing starts.
Persons who move to individual homes in suburbs need an automobile, furniture,
washing machines and many other appliances, which they buy on an installment
basis. Moreover, if it is necessary to use domestic help to obtain our present
volume of national production, the absence of easily obtainable domestic help
tends to increase the sale of appliances such as washing machines.

Wallace. If the people are to get single type housing, then appliance
sales and consumer credit follow.

Brown comments that some people believe a person has a right to go into
debt and to go "bust” if he wishes.

Martin states that he agrees up to a point, but wonders what happens if
enough people decide to go broke and then "bust” the economy. Martin believes
in general credit controls, and he believes they are usually effective. 1 f we
are to have selective controls, then these selective credit controls must be
separated from political controls. If Congress insists on giving the Board
the various types of selective credit controls, the Board will not refuse to
take them for the same reason that the owner of a house built of shingles
would not decline fire—fighting equipment. With unsettled world conditions,
the Board could not refuse to take this »fire—-fighting equipment” if it is
given to the Board by Congress. However, the Board is not asking for these

selective credit controls.

Brown. (At this point, there were off-the-record comments.) Brown
believes in Regulation W only in case of war or some serious emergency.

Fleming believes the tremendous migration from the cities to individual
homes in the suburbs has been a very important factor in the growth of con-
sumer credit. Purchases of automobiles and electrical appliances of all kinds
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on an installment credit basis have followed* This trend will continue until
the saturation level is reached. Houses in the upper price bracket are now

moving less readily*

Ringland agrees with Brown. When you impose Regulation W in peacetime, you

enter a dangerous social area.

Smith agrees with H. Alexander. Consumer credit is moving into new areas
It seems unwise to control the entire credit structure in order to reach one

group.

Evans reports that he handled Regulation W for a long time. One of the
large manufacturers of cars recently asked him how concerned the Board was
about the increase in consumer credit. This particular bussinessman felt that
people were pledging their credit too far into the future. The businessman
told Evans that he had welcomed the entry of the banks into consumer credit
financing* but he was inclined to feel that they had not had sufficient ex-
perience and were the ones who might now over—extend this type of credit. The
businessman wanted the Board to inform the bankers of the dangers in this type

of credit.

Fleming thinks that most bankers will not lend on a car older than a 19U9

model.

V. Alexander* Banks in his section are living up to Regulation W. Many
small auto dealers are springing up and are making liberal terms.

Davis thinks Regulation W should be reimposed.
Martin says that he thinks the discussion has been valuable*

Fleming asks whether there is a chance in Congress now for legislation to

be passed on reimposing Regulation W.

Evans replies that Fleming knows the answer* which is that it is highly

improbable.

Martin says this whole question is in politics now. Whether it is in
peacetime or war, any regulation of consumer credit must be operated with a
long—time view and not under pressures of various kinds.

Ringland asks whether most of the controls haven't actually come in the

past after the harm has been done.
Martin believes that they probably have in many cases.
ITEM 111

DOES THE COUNCIL HAVE ANY COMMENTS OR SUGGESTIONS TO MAKE
WITH RESPECT TO SYSTEM CREDIT POLICIES DURING THE RECENT
PERIOD AND WHAT THESE POLICIES SHOULD BE IN THE MONTHS AHEAD?

Brown reads Item 111 and the conclusions of the Council as expressed in
the Memorandum to the Board attached. He comments that the effectiveness of
Open Market activities has been demonstrated in recent months.

Martin asks how the Council feels about the present level of loans.
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Brown, Loans have shown some seasonal decline® Speaking for himself,
Brown does not believe that loans are t oo high*

Davis expects that loans will tend to go lower in his district*

H* Alexander believes bank loans are getting pretty high and that the whole
credit structure may be too high. He thinks debt expansion should be curbed*

Robertson asks whether the Council believes that Federal Reserve System
credit policy should be tighter*

H* Alexander believes it would be desirable to have credit policy tighter*

Chandler asks whether the seasonal decline in loans since January 1 has
been as large as expected®

Martin® The seasonal decline has been about what he thought it would be*

Szymczako Loans went up more than seasonally the last few weeks of 1952,
and the decline therefore should be more than seasonal* Szymczak asks whether
Regulation A should be made more restrictive®

V* Alexander states that cotton has not moved as rapidly as usual* Banks
in the South are carrying a larger part of the crop, which may make bank credit
and borrowings at the Federal Reserve Bank in the district larger than normal.

Szymczak states that one of the advantages of the Federal Reserve System
with its decentralization into twelve banks is that it can deal with conditions
in each district better. However, he states th~”"borrowing from the Federal
Reserve System is a privilege to be availed of/ocessionally and for relatively
short periods.

H* Alexander* The Federal Reserve System is here to take care of situa-
tions such as Vance Alexander describes®

V. Alexander states that he just wanted to be sure the position of the
southern banks in the cotton area was understood®

Brown explains that in Chicago it is necessary for the banks to carry

large amounts of bills to take care of the personal property tax situation on
April 1. Many corporations expect to buy bills to carry them over the April 1
tax date* Consequently, the banks must have exceptionally large amounts
invested in bills during this period. The Board will have to be careful not to
repeat the action of the Board in 1928. It would seem to be best for the

Board to tell the individual Federal Reserve banks to deal with the problem of
borrowing in their respective districts.

Ray. The Eleventh district situation is somewhat like that in Vance
Alexander’s district* The banks have had to carry many livestock loans. Ray
expects loans will probably hold at present levels.

Robertson. Are the banks borrowing because of the Excess Profits Tax?

V. Alexander reports that they are not borrowing in his district for that

reas on*

Davis understands there may be some borrowing in his district for that
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Brown* No bank would admit that it would borrow because of the Excess
Profits Tax_, but there may be less reluctance to borrow because of this tax.

Martin, As the Council knows, the Board was asked by the Council to make
another study on the Excess Profits Tax<> He asks Mills to comment.

Mills mentions the Board’s first study on the Excess Profits Tax. The
Board therefore seemed to be a logical agency to make the second study. Mills
reports that Roland Hughes stopped yesterday to discuss this matter. The
American Bankers Association is prepared to support the questionnaire and to
encourage the 1,300 banks who will receive it to answer it. The American Bankers
Association was concerned with the question on Federal borrowing. The
Association felt the 1,300 banks might feel that they were being placed in an
unfortunate position compared to other banks if they reported on their Federal
borrowings and a study was made of the possible relationship of the Federal
borrowings to the Excess Profits Tax,, In other words, these banks would not
wish to feel that by answering the questionnaire they were constituting them-
selves a special group to be studied in connection with the Excess Profits Tax

and Federal borrowings. The American Bankers Association felt that if the
Board did anything on the Excess Profits Tax and borrowing from the System, the
study should be a separate one. Mills expects the survey to be sent to the

banks around March 5*

ITEM 1V

THE BOARD HAS NOT YET FINALLY FORMULATED ITS VIEWS AS TO

DEFINITE RECOMMENDATIONS WITH RESPECT TO LEGISLATION DURING
THE PRESENT SESSION OF THE CONGRESS AND WOULD LIKE TO HAVE
THE COMMENTS OF THE COUNCIL AS TO THE PROPOSALS THAT MIGHT

BE MADE.
Brown reads Item 1V and the conclusions of the Council as expressed in the
Memorandum to the Board attached. Brown asks whether the 3o0ard has any contro-

versial legislation which it would like to discuss with the Council.

Martin replies that he believes increasing the branch facilities is the
most urgent item of legislation.

Fleming states that the Board might find it advisable to explain in its
request for funds why it is necessary to ask for $I£ or $20 million, compared
to the $10 million received at an earlier date. Fleming comments that costs

have risen substantially.

Brown says that he understands the Board will not ask for legislation

permitting them to reimpose Regulation W.
Martin0O That is the Board*s position.
Ray asks Martin»s view about doing something with the Mills plan.
Martin replies that this is primarily a Treasury problem.
Ray states that it is also to a large extent the problem of the banks.
Brown. The Treasury's action in crediting checks of $10,000 or more to

the Treasury's account has helped to even out fluctuations. Brown thinks that
standby legislation for a possible voluntary credit restraint program might be
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Fleming agrees, He feels the voluntary credit restraint program was very
helpful, but that it is not something you can operate year after year*
Fleming asks whether the Board will send to the Council in advance copies of any

legislation it may wish to present to the Congress,
Martin replies that the Board will send to the Council in advance copies
of any legislation the Board may present to Congress, but the Board would not

expect to send to the Council in advance any testimony it may make when it is
asked to comment on some legislation.

The meeting adjourned at 12*1*8 P.Mo

THE NEXT MEETING

The next meeting of the Council will be held on May 17, 18, and 19, 1953*
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