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At the meeting he ld i n Washington on December 18, 1934, a t 

10 a.m. of members of the Federa l Reserve Board and members of i t s 

s t a f f wi th r e p r e s e n t a t i v e s of the I n d u s t r i a l Advisory committees of 

the twelve Federa l r e s e r v e d i s t r i c t s , t he fo l lowing i n d i v i d u a l s were 

p r e s e n t : 

Mr. Marr iner S. Ecc l e s , Governor, Federa l 
Reserve Board 

Mr. J . J . Thomas, Vice Governor, Federa l 
Reserve Board 

Mr. Charles S. Hamlin, Member, Federa l 
Reserve Board 

Mr. A. C. M i l l e r , Member, Federa l Reserve 
Board 

Mr. George R. James, Member, Federa l Reserve 
Board 

Mr. M. S. Ssymczak, Member, Federa l Reserve 
Board 

Mr, J . F. T. O'Connor, Comptrol ler of the 
Currency and ex o f f i c i o member of the 
Federa l Reserve Board 

Messrs . Alber t M. Croightoji , H. Pouch, 
J . Ebert But te rwor th , F . A. Smythe, John 
Sanford , Max Eps t e in , Wm. K. N o r r i s , 
Sheldon V. Wood and Clarence Ousley, 
Chairmen of the I n d u s t r i a l Advisory 
Committees of the F i r s t , Second, Th i rd , 
Four th , S ix th , Seventh, E igh th , Ninth 
and Eleventh Federa l Reserve D i s t r i c t s , 
r e s p e c t i v e l y , 

Messrs . Walter J , Berkowitz and Ralph Burns ide , 
members of the I n d u s t r i a l Advisory Committees 
of the Tenth and Twelf th Federa l Reserve 
D i s t r i c t s , r e s p e c t i v e l y . 

Mr. Chaster M o r r i l l , S e c r e t a r y , Federa l Reserve 
Board 

Mr. L. P. Bethea, A s s i s t a n t S e c r e t a r y , F e d e r a l 
Reserve Board 

Mr. 3 . R. Carpen te r , A s s i s t a n t S e c r e t a r y , Fede ra l 
Reserve Board 

Mr. E. L. Smead, Chief of the D iv i s ion of Bank 
Opera t ions , Federa l Reserve Board 
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— 

Mr. '.'/alter Wyatt, General Counsel, Federa l 
Reserve Board 

Mr. George B. Ves t , A s s i s t a n t Counsel, 
Federa l Reserve Board 

Mr*. C. R. McKay, Deputy Governor, Federa l 
Reserve Bank of Chicago 

Mr. J . S . Walden, J r . , C o n t r o l l e r , 
Federa l Reserve Bank of Richmond 

Mr. S. F . Gilmore, C o n t r o l l e r , Federa l 
Reserve Bank of S t . Louis 

Mr. w. M. Hale , Cash ie r , Federa l Reserve 
Bank of San Franc i sco 

Mr. Creighton s t a t e d t h a t a meeting of the Chairmen and r e p r e -

s e n t a t i v e s of the I n d u s t r i a l Advisory Committees was he ld yes t e rday 

evening and t h a t t h e a c t i o n t aken a t t h a t time would be r e p o r t e d t o 

the Board a t t h i s meet ing. He then c a l l e d upon the i n d i v i d u a l members 

of the Fede ra l Reserve Board t o address t h e meet ing. 

The substance of Governor Ecc les f s ta tement was as f o l l o w s ; 

There a re many who f e e l t h a t t he making of d i r e c t l oans t o i n -
dus t ry does not be long i n the Federal r e s e r v e banks. There are o t h e r s 
who f e e l t h a t t h e Fede ra l Reserve System can per form a u s e f u l f u n c t i o n 
i n t h i s unde r t ak ing , but whatever the opin ions may be wi th r e f e r e n c e 
t o t h e problem, Congress decided t h a t i s s u e l a s t s e s s i o n and d e l e -
gated the r e s p o n s i b i l i t y t o the Federa l Reserve System of making such 
l o a n s . The I n d u s t r i a l Advisory Committees have been chosen t o under -
take t h i s important r e s p o n s i b i l i t y , and a re i n a p o s i t i o n which r e -
q u i r e s the p a t r i o t i c g iv ing of t h e i r t ime, e f f o r t and thought without 
compensation i n t h i s emergency. The i r e f f o r t s i n t h i s connect ion a re 
g r e a t l y a p p r e c i a t e d by the Board. The r e s u l t s up t o t h e p resen t time 
a re i n d i c a t i v e of the f i n e work the committees have done i n t h e i r 
r e s p e c t i v e communities, and while t h e r e s u l t s a re d i s a p p o i n t i n g t o 
some i t i s not the f a u l t of the I n d u s t r i a l Advisory Committees or of 
the Federa l r e s e r v e banks . 

I t i s a d i f f i c u l t t h i n g t o c r e a t e c r e d i t where t h e r e i s no 
b a s i s f o r c r e d i t . I t i s p e r f e c t l y n a t u r a l a f t e r f o u r or f i v e yea r s 
of the most d e v a s t a t i n g depress ion t h i s country has ever seen t h a t 
t h e r e would be many bus ines se s i n a s t a t e of f i n a n c i a l c o l l a p s e , 
which would immediately grasp a t every e f f o r t of t h e Government 
toward providing c r e d i t , which exp la ins the deluge of a p p l i c a t i o n s 
t h a t has come t o t h e I n d u s t r i a l Advisory Committees. I t i s f e l t 
t h a t while the f i e l d f o r c r e d i t of t h i s kind i s much more l i m i t e d 
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than many people thought p r i o r to t h e passage of t h e l e g i s l a t i o n , 
t h e r e has been much more good accomplished than i s i n d i c a t e d by 
the a c t u a l volume of loans approved. The program of d i r e c t l e n d -
ing has caused t h e banks t o give more c o n s i d e r a t i o n t o c r e d i t s 
than they would have been i n c l i n e d t o give i n the p a s t . I t has 
a l s o tended t o r e l i e v e the p res su re being exer ted f o r t h e l i q u i d a -
t i o n of ou t s t and ing c r e d i t s , so t h a t i t i s d i f f i c u l t t o measure 
the amount of t o t a l c r e d i t t h a t has been c a r r i e d t h a t otherwise 
would have been r e t i r e d , or the amount of new c r e d i t t h a t the 
banks have extended which poss ib ly would not have been extended had 
i t not been f o r t h i s l e g i s l a t i o n . There have been a number of cases 
where the committees have done very va luable work i n adv i s ing 
companies wi th r e f e r e n c e t o changes they could make i n management 
and p o l i c y . 

A l l t h a t t he committees can do i s t o do t h e b e s t they can and 
at tempt t o develop as many loans i n the r e s p e c t i v e communities as 
i t i s pos s ib l e t o develop, being as l i b e r a l i n t h e i r i n t e r p r e t a t i o n 
of e l i g i b l e c r e d i t as i t i s p o s s i b l e to b e . Inasmuch as t h e count ry 
i s i n a c o n d i t i o n of g e n e r a l bus iness dep re s s ion , an improvement i n 
bus ines s volume, p r i c e s and p r o f i t s over a per iod of t ime can be ex-
pec ted , the banks can be more l i b e r a l i n t h e ex t ens ion of c r e d i t 
than they could be i f the country was a t t h e peak of p r o s p e r i t y f a c i n g 
the c r e d i t dangers inheren t i n a per iod of d e f l a t i o n . I t would be 
b e t t e r t o e r r on t h e s ide of l i b e r a l i t y i n the p resen t s i t u a t i o n 
than on t h e s ide of conserva t i sm. While t h e banks do not want to 
incur l o s s e s knowingly, i t i s not expected t h a t no l o s s e s w i l l r e -
s u l t . The Federa l Reserve System should be prepared t o show t h a t 
t h e i r p o l i c y has been l i b e r a l , t h a t t he borrower has been given t h e 
b e n e f i t of the doubt , and t h a t t he Federa l r e s e r v e banks have been 
w i l l i n g t o assume every reasonable r i s k . 

Most i n d i v i d u a l banks cannot t ake any s u b s t a n t i a l l o s s e s without 
becoming in so lven t and the ea rn ings of t h e banks a re so low a t t h e 
presen t t ime t h a t they a re not i n a p o s i t i o n t o take l o s s e s , whereas 
t h e Federa l r e s e r v e banks can, without d i s a s t e r , assume a g r e a t e r 
r i s k t h a n the . p r i v a t e bank. If l o s s e s do develop they a re s o c i a l -
i z ed , and do not tend t o des t roy t h e banking system as do t h e l o s s e s 
i n i n d i v i d u a l banks which cause t h e banks t o c l o s e . 

Bankers have a t h r e e - f o l d duty . They must sa feguard t h e funds 
of t h e i r d e p o s i t o r s , and they must sa feguard the p r i n c i p a l and earn 
d iv idends f o r t h e i r s t o c k h o l d e r s . They a re charged i n a very l a r g e 
measure with a more important r e s p o n s i b i l i t y t han e i t h e r of t h e above, 
t h a t of c r e a t i n g and e x t i n g u i s h i n g t h a t p a r t of the c o u n t r y ' s money 
supply r ep re sen t ed by checking accounts . This l a s t duty t o the com-
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munity a t l a rge i s o f t e n overlooked. A c o n t r a c t i o n of loans and 
inves tments which may be d e s i r a b l e on i n d i v i d u a l grounds, may be 
undes i r ab l e from the viewpoint of the country as a whole f o r the 
reason t h a t a c o n t r a c t i o n of loans involves a l s o a c o n t r a c t i o n 
of depos i t money or depos i t cu r rency . In the p rocess of l i q u i d a -
t i o n from 1929 t o 1933 approximately o n e - t h i r d of the t o t a l de-
p o s i t s of the country was so e x t i n g u i s h e d . The p rocess of r e -
covery r e q u i r e s t h a t a s u b s t a n t i a l pa r t of t h i s l o s t depos i t 
currency be r e p l a c e d . This can be done i f the banking system 
as a whole w i l l expand i t s loans and inves tments . In t h e event 
t h a t t he banking system f a i l s t o do t h i s the Government i s then 
fo rced t o supply t h e d e f i c i e n c y . That can be suppl ied through 
Government f i n a n c i n g and budgetary d e f i c i t s , the banks c o n s t a n t l y 
i n c r e a s i n g t h e i r investments i n Government bonds. I f t he banks 
f a i l t o t ake Government bonds, and f a i l t o i n c r e a s e loans and 
inves tments , t he d e f i c i e n c y must be suppl ied e i t h e r through the 
Federa l Reserve System buying such bonds as are r e q u i r e d , t he 
c r e a t i o n of a c e n t r a l bank upon t h e f a i l u r e of the Fede ra l r e -
serve banks t o take t h e bonds, or t h e i s suance of currency by 
the Government. The d e s i r a b l e way i s t o do i t through t h e p r i v a t e 
banking system t o the g r e a t e s t ex ten t p o s s i b l e , but i t cannot be 
done and i t w i l l not be done i f t he bankers f e e l t h a t t h e banks 
are unsound u n l e s s they a re l i q u i d . We found i n the dep re s s ion 
t h a t t h e r e i s no such t h i n g as l i q u i d i t y except i n t h e case of 
paper which can be conver ted in to currency through r e d i s c o u n t i n g 
with t h e Federal, r e s e r v e banks, and what appeared t o be a sound 
bond wi th an §85,000,000,000 n a t i o n a l income appeared t o be p e r -
f e c t l y unsound with a $50,000,000,000 income. 

Bankers have i n s i s t e d , and t h e r e can be no q u e s t i o n of t h e i r 
s i n c e r i t y , t h a t they a re w i l l i n g and anxious t o make good commercial 
l o a n s . But t h a t i s not enough. We must f r a n k l y f ace t h e f a c t t h a t 
t he supply of such loans i s not s u f f i c i e n t both t o o f f s e t t h e l i q u i d 
a t i o n of old loans and t o b r i n g about the r e q u i s i t e expansion of 
t o t a l a s s e t s and d e p o s i t s . Even i n 1929 commercial l oans e l i g i b l e 
f o r r e d i s c o u n t i n g a t the Federa l r e s e r v e banks comprised only 12.7% 
of t h e member banks ' t o t a l ea rn ing a s s e t s . At the p resen t t hey a re 
l e s s than 8%. Bankers cannot conf ine themselves t o such loans and 
s t i l l supply an adequate amount of depos i t cu r rency . In o the r words 
i f the bankers of t h i s country are t o perform t h e i r money supplying 
f u n c t i o n s s a t i s f a c t o r i l y they must be prepared t o i n c r e a s e t h e i r 
ea rn ing a s s e t s o the r than commercial l o a n s . I t i s t r u e t h a t t he 
banks have inc reased t h e i r ho ld ings of Government s e c u r i t i e s by 
approximately f i v e b i l l i o n d o l l a r s , however, even «srith t h i s i n -
c rease t h e c o n t r a c t i o n of a l l loans and inves tments has been about 
J>18,000,000,000 s ince 1929. I should, however, l i k e t o see banks 
inc rease t h e i r ho ld ings of o the r inves tments , sound r e a l e s t a t e 
mortgage loans and l o c a l loans of good s e c u r i t y but wi th a m a t u r i t y 
much longer t h a n s i x months. 
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I would not make the sugges t ion i f I thought t h a t i t would 
prove de t r imen ta l t o t h e i n t e r e s t s of the d e p o s i t o r s or s t o c k -
ho lde r s of banks. I app rec i a t e thoroughly the harrowing n a t u r e 
of the bankers ' exper iences wi th f r o z e n a s s e t s i n the p a s t . I t 
i s p o s s i b l e , however, t h a t wrong l e s sons a re being drawn from 
our 1929 t o 1933 banking expe r i ences . S u p e r f i c i a l l y , t h e t r o u b l e 
may have appeared t o have been lack of s u f f i c i e n t l i q u i d i t y . But 
no banking system can be both l i q u i d enough t o pay of f any sub-
s t a n t i a l amount of i t s depos i t s a t a moment's n o t i c e and a t t he 
same time serve the country by provid ing the amount of money 
necessary f o r bus ines s s t a b i l i t y . Fundamentally, t he r e a l t r o u b l e 
l ay i n the c i rcumstances t h a t gave r i s e to the need of g r e a t 
l i q u i d i t y . These c i rcumstances a re now happ i ly pas t and hence 
the need of g r ea t l i q u i d i t y i s obv ia ted . The insurance of bank 
d e p o s i t s i s designed t o p r o t e c t the banks from r u n s . Banks may 
lose d e p o s i t s t o o the r banks, but as a system they are going t o 
gain r a t h e r than lo se d e p o s i t s . We have the w i l l and, we b e l i e v e , 
possess the power t o prevent the recur rence of widespread l i q u i d a -
t i o n and the co l l apse of va lues t h a t have c h a r a c t e r i z e d r e c e n t 
y e a r s . 

I f we can get t he p r i v a t e c r e d i t system t o f u n c t i o n i n t h e 
f i e l d of mortgage l o a n s , we w i l l go a long way toward causing t h e 
p r i v a t e banking s t r u c t u r e t o occupy the p lace t h a t i t was designed 
t o occupy. I f t he banks f a i l t o do t h a t , then i t becomes i n e v i t a b l e 
t h a t the Government must cont inue i n the f i e l d of provid ing p r i v a t e 
c r e d i t as they have been doing i n the p a s t . I f t h i s tendency i s not 
s topped, i t w i l l only be a shor t time b e f o r e we have s o c i a l i z e d and 
n a t i o n a l i z e d the c r e d i t s t r u c t u r e of America. And t h i s i s a s i g n i f i -
cant and dangerous t r e n d t h a t many bankers a re e n t i r e l y unaware o f . 
The a d m i n i s t r a t i o n cannot be blamed f o r t h a t development because the 
p o l i t i c a l p r e s su re and circumstances t h a t have developed have fo r ced 
t h e a d m i n i s t r a t i o n i n t o the c r e d i t f i e l d on an unprecedented s c a l e 
and i t becomes t h e duty of a l l of us t o t r y t o d i v e r t so f a r as we 
p o s s i b l y can i n t o p r i v a t e channels the c r e d i t f u n c t i o n s . With b e -
tween $13,000,000,000 and $15,000,000,000 of t ime d e p o s i t s in t h e 
banks, t h e r e should be no h e s i t a n c y on t h e p a r t of t h e banks to e n t e r 
the mortgage f i e l d . E i t h e r t h a t should occur or time d e p o s i t s should 
be divorced from commercial d e p o s i t s so t h a t time d e p o s i t s can be 
used i n t h e f i e l d i n which they were designed t o be u s e d . 

The Board a p p r e c i a t e s the time t h a t you have given t o come t o 
Washington t o d i s c u s s the problems p e r t a i n i n g t o u n d u s t r i a l loans 
and t h e i n t e r e s t t h a t you have shown and t h e coopera t ion t h a t you 
have g iven . The Board p ledges i t s support t o the I n d u s t r i a l Ad-
v i so ry Committees i n t h e i r work. 

Upon r e q u e s t from Mr. Ousley f o r a s ta tement of Governor 

c c l e s ' remarks, t he Governor s a id t h a t he had no o b j e c t i o n t o such 
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a s ta tement be ing inc luded i n t h e s ta tement of t h i s meeting provided 

i t i s t r e a t e d as c o n f i d e n t i a l by those p r e s e n t . 

At the conclus ion of h i s s ta tement the Governor l e f t t he room 

t o a t t end another meet ing. 

Mr. O'Connor reviewed the s i t u a t i o n concerning n a t i o n a l banks, 

g iv ing s t a t i s t i c s wi th regard t o the p rogress made i n connect ion wi th 

the reopening of un l i censed banks fo l lowing the banking h o l i d a y , the 

issuance of p r e f e r r e d s tock by n a t i o n a l banks, and the l i q u i d a t i o n of 

depos i t s i n n a t i o n a l banks i n r e c e i v e r s h i p . He r e f e r r e d t o t h e s t a t e -

ment which has been made t h a t banks i n the United S t a t e s a re s u b j e c t 

t o examination by as many as t h r e e supe rv i s ing agenc ies and s t a t e d t h a t 

n a t i o n a l banks a re examined only by n a t i o n a l bank examiners, and t h a t 

t h e r e i s no d u p l i c a t i o n i n examination by Federa l agenc ies of S t a t e 

banks. In connect ion with the s ta tement t h a t banks a re not making loans 

because of the c r i t i c a l a t t i t u d e of n a t i o n a l bank examiners, Mr. O'Connor 

s t a t e d t h a t i n October, 1933, a l l n a t i o n a l bank examiners were i n s t r u c t e d 

t o appra i se a s s e t s of banks on an i n t r i n s i c value b a s i s r a t h e r than on the 

b a s i s of a d i s t r e s s e d market va lue , and t h a t an a n a l y s i s of the examina-

t i o n r e p o r t s r ece ived i n h i s o f f i c e showed t h a t of t h e t o t a l loans and 

inves tments of n a t i o n a l banks only 3% had been c l a s s i f i e d as l o s s , 4% as 

d o u b t f u l , and 27% as slow. He a l s o r e f e r r e d t o t h e i n s t r u c t i o n s i s sued 

by h i s o f f i c e t o examiners t o make a s e p a r a t e . c l a s s i f i c a t i o n of i n d u s t r i a l 

loans i n the examination r e p o r t s and t o c l a s s i f y such loans as l o s s e s 

only when l o s s e s have a c t u a l l y been determined. 
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Following h i s s t a t emen t , Mr. O'Connor l e f t the mee t ing . 

Mr. M i l l e r ' s s ta tement was s u b s t a n t i a l l y as f o l l o w s : 

The Board had p l e n t y of evidence t h a t the p r e s su re of t h e de-
p re s s ion had made very deep in roads i n t o t h e working c a p i t a l of 
i n d u s t r i a l concerns , even in those cases t h a t had enjoyed f o r yea r s 
be fo re t h e d e p r e s s i o n a high r a t i n g . That be ing so, i t appeared 
t h a t t h e r e might be an oppor tun i ty t o r e l i e v e the p re s su re of a 
s lender supply of working c a p i t a l upon the morale and psychology 
of b u s i n e s s through opening a source of supply f o r t h i s purpose 
through the Federa l r e s e r v e banks, and might i n time be expected 
t o show r e s u l t s i n a c c e l e r a t i n g bus iness recovery and i n d u s t r i a l 
p roduc t ion . 

In o rder t h a t the problem should be p rope r ly conceived, i n -
d u s t r i a l Advisory Committees were se t up t o f u n c t i o n i n connect ion 
with the Federa l r e s e r v e banks because t h e problem was viewed as 
a b roader , more d i f f i c u l t and more novel one than merely a banking 
problem, and one t h a t might r e q u i r e a judgment d i f f e r e n t i n many 
p a r t i c u l a r s from the judgment of even the s k i l l e d banke r s . I t i s 

<• p r i m a r i l y a b u s i n e s s problem; a problem of re-awakening bus ines s 
through the e f f e c t i v e use of t h i s new i n s t r u m e n t a l i t y of c r e d i t 
and the judgment of a c t i v e bus iness men i s d e s i r a b l e t o broaden 
the approach t o t h e problem. The Federa l r e se rve banks have 
s e l e c t e d t h e members of t h e I n d u s t r i a l Advisory Committees t o p e r -
form t h i s r a t h e r vague but n e v e r t h e l e s s tremendously impor tant t a s k . 

Underlying the whole mat te r of i n d u s t r i a l c r e d i t through t h e 
Federa l r e s e r v e banks was the f e e l i n g t h a t i t involved a r i s k t o o 
l a r g e t o be under taken by i n d i v i d u a l banks no ma t t e r what t h e i r 
a t t i t u d e might be . I t was a r i s k genera l and s o c i a l i n c h a r a c t e r , 
a r i s k t h a t had t o be under taken by some agency t h a t could a f f o r d 
t o take the l o s s and could a f f o r d t o take a generous a t t i t u d e i n 
the a c t i v i t y because i f t he ven tu re succeeded the r e s u l t s would 
f a r outweigh the l o s s e s i n c u r r e d . 

The r e s u l t s have been d i s appo in t i ng t o the count ry , and even 
to those who have been thoroughly sympathet ic with t h e Federa l 
Reserve System. They have been s u r p r i s e d t h a t t h e r e has not been 
more a l a c r i t y shown on the pa r t of bus ines s i n a v a i l i n g i t s e l f of 
t h i s new r e s o u r c e . One of the fundamental reasons f o r t h e small 
amount of l oans approved i s t h a t commercial and i n d u s t r i a l con-
cerns have not been i n c l i n e d t o seek c r e d i t . The concerns t h a t 
are good c r e d i t r i s k s have not wanted to borrow, but have been 
as anxious t o keep out of debt as the banker i s t o keep h i s i n -
s t i t u t i o n l i q u i d . But the problem of provid ing c r e d i t i s s t i l l 
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presen t and one of t he primary f u n c t i o n s of t h e I n d u s t r i a l Ad-
v i s o r y Committees i s t o t r y t o induce a b e t t e r a t t i t u d e of mind 
on t he p a r t of banker and b u s i n e s s man and p a r t i c u l a r l y t o see 
what can be done t o b r i n g t he banker and t h e b u s i n e s s man t o -
ge the r and t o c r e a t e an atmosphere conducive t o growth of a 
s p i r i t of e n t e r p r i s e . The committees w i l l f u n c t i o n b e s t when 
they make t he c o n t r i b u t i o n of optimism t o t he b u s i n e s s psychology 
of the coun t ry . That i s not e a s i l y done, but i f the committees 
can accomplish i t t hey w i l l j u s t i f y t h e i r ex i s t ence many t imes over 
and t h e time they have given t o the work w i l l be a very g r e a t s e r -
v i c e t o the coun t ry . 

The r e s u l t s may have been d i s appo in t i ng a l so f o r t h e r eason 
perhaps t h a t i t was not p o s s i b l e i n t h e c i rcumstances t o accom-
p l i s h very much through the i n d u s t r i a l loan f a c i l i t y . But p o s s i -
b ly more could be accomplished i f t h e r e were a more acu te p e r -
cep t ion of t h e l a r g e r purpose behind the a c t i v i t y and what t h e 
p a r t i c u l a r r e s p o n s i b i l i t y at' t h e committees i s . These commit tees , 
perhaps more t h a n any o the r group in t h i s coun t ry , should he lp 
t o c r e a t e an atmosphere of optimism, because they have an 
o f f i c i a l s t a t u s , they have a r i g h t t o speak f o r b u s i n e s s America 
i n t h e present emergency. As they themselves develop i n d i v i d u a l -
l y and c o l l e c t i v e l y an a t t i t u d e of conf idence i n t h e f u t u r e of 
the count ry , i t w i l l be an i n d i c a t i o n of what t h e a t t i t u d e of 
bus ines s should be i n handl ing the emergency. The problem i s 
a l a r g e r one t h a n t h a t of merely pass ing on l o a n s . The problem 
i s much l a r g e r . I t i s a problem of l e a d e r s h i p . What we need 
most i n the p re sen t emergency i s an a t t i t u d e of f a i t h i n t h e 
America of t he f u t u r e . 

A f t e r h i s s ta tement Mr. M i l l e r l e f t the meet ing . 

Mr. Hamlin s t a t e d t h a t he a p p r e c i a t e d t he d i f f i c u l t i e s con-

f r o n t i n g the I n d u s t r i a l Advisory Committees. He s a i d whi le t he com-

m i t t e e s could not recommend loans when worthy borrowers a r e not making 

a p p l i c a t i o n s , t hey should go over the ground and be sure t h a t a l l such 

borrowers a re acqua in ted wi th the i n d u s t r i a l loan a c t i v i t y . He added 

t h a t he cons idered t he Advisory Committees as a kind of s p e c i a l j u r y 

r e p r e s e n t i n g t h e pub l i c i n t e r e s t , and i n t h e i r d e l i b e r a t i o n s t h e y 

should not be worr ied about the banking problems as t he banks would 

apply t h e r e g u l a r banking t e s t s . The good t h a t the committees have 
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done cannot be measured because much t h a t they have accomplished 

i s not a ma t t e r of r e c o r d . 

Mr. Hamlin withdrew from t h e meeting a t t h i s p o i n t . 

Mr. James expressed the thought t h a t perhaps some of the delay 

i n making i n d u s t r i a l loans r e s u l t s from a too t e c h n i c a l c o n s i d e r a t i o n 

of what the law in t ended , and t h a t i n h i s opinion t h e I n d u s t r i a l Ad-

v i so ry Committees and t h e Federa l r e se rve banks a re j u s t i f i e d i n con-

s i d e r i n g l a r g e l y the reasonab le soundness of the loan r a t h e r than 

t e c h n i c a l i n t e r p r e t a t i o n s of the law. 

Mr. Thomas s a i d t h a t s t a t i s t i c s as t o the amount of i n d u s t r i a l 

loans made a re no f a i r measure of what has been accomplished by t h e 

I n d u s t r i a l Advisory Committees, and t h a t t h e i r g r e a t e s t c o n t r i b u t i o n 

i s the immeasurable i n f l u e n c e they have exe r t ed i n the bus ine s s wor ld . 

He s t a t e d t h a t one g r e a t h indrance t o recovery i s the f e e l i n g of un-

c e r t a i n t y and f e a r as t o the f u t u r e , which a p p l i e s as much t o t h e 

prudent borrower as t o the banker; t h a t when economic t r o u b l e s come 

s e l f - i n t e r e s t prompts the i n d i v i d u a l t o safeguard himself by l i q u i d a -

t i o n which means d e f l a t i o n , and d e f l a t i o n means more l i q u i d a t i o n , and 

thus we go on the downward s p i r a l ; and t h a t i n order t o b r e a k t h i s 

descent and r eve r se i t s d i r e c t i o n , government c r e d i t has come t o t h e 

r e s c u e . He a l s o added t h a t by making loans t o i n d u s t r y the I n d u s t r i a l 

Advisory Committees and Federa l r e se rve banks not only a id product ion 

but give courage t o o t h e r s , the borrower as we l l as t h e l e n d e r , and 

t h a t , t h e r e f o r e , the committees should not be d iscouraged by what may 
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seem d i s a p p o i n t i n g amounts, as t hey a re performing a va luab le s e r -

v ice and a re to be comnended f o r t h e i r devot ion and s e l f - s a c r i f i c e . 

Mr. Szymczak s t a t e d t h a t m a t e r i a l had been prepared which 

he would hand t o Mr. Creighton f o r use i n p repa r ing a s ta tement f o r 

the p re s s should i t be decided t o i s sue such a s t a t emen t , He a l s o 

sa id t h a t m a t e r i a l i s be ing prepared so t h a t a complete r e p o r t of 

i n d u s t r i a l loans may be ready i n January of next year and, i n t h i s 

connect ion , he r e f e r r e d t o the pamphlet on i n d u s t r i a l l o a n s prepared 

by Mr. Creighton and d i s t r i b u t e d i n the F i r s t Federa l Reserve Di s -

t r i c t and s a i d t h a t t he o the r committees might use i t , or the m a t e r i a l 

f o r a pamphlet now being prepared by the Board, i n the p r e p a r a t i o n of 

a pamphlet f o r use i n t h e i r r e s p e c t i v e d i s t r i c t s . 

Mr. Szymczak's s ta tement then continued along t h e fo l l owing 

l i n e s : 

The r e l e a s e t o the p r e s s and the appearance in t h e morning 
papers of the s o - c a l l e d Viner r e p o r t , which conta ined the sug-
g e s t i o n t h a t t h e I n d u s t r i a l Advisory Committees might be e l i m i n -
a ted and t h a t i t would be b e t t e r not t o have t h e Federa l r e s e r v e 
banks make i n d u s t r i a l l oans , was of course wi thout the approval 
of the Board which was not consu l ted as t o t h e date of the r e -
l e a s e , nor was t h e Board asked t o approve or disapprove the con-
t e n t of the r e p o r t . 

One might t h i n k from a p re l iminary survey of the s i t u a t i o n 
t h a t a much l a r g e r t o t a l amount of i n d u s t r i a l loans would have 
been made by t h e Federa l r e s e r v e banks, but when t h e r e i s p e r -
sonal con tac t wi th the type of a p p l i c a t i o n t h a t i s r ece ived a t 
t he Federa l r e s e r v e bank the i n d i v i d u a l g e t s an e n t i r e l y d i f -
f e r e n t po in t of view. This i s an e n t i r e l y new f i e l d of endeavor, 
new t o the I n d u s t r i a l Advisory Committees, t o t h e Federa l r e s e r v e 
banks, and t o the country as a whole. C e r t a i n l y no one thought 
twenty yea r s ago t h a t t he Federa l r e se rve banks would be making 
t h i s kind of l o a n . 
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The number of complaints r ece ived d i r e c t l y and i n d i r e c t l y by 
the Board f rom a p p l i c a n t s f o r loans because of t h e r e f u s a l of t h e 
a p p l i c a t i o n or d i s s a t i s f a c t i o n with the terms imposed, has been 
r e l a t i v e l y smal l , two such complaints being r ece ived i n J u l y , 
f o u r t e e n i n August, twen ty - th ree i n September, twelve i n October , 
twen ty-s ix i n November, and t h r e e i n December, or a t o t a l of 
e i g h t y . 

The number of a p p l i c a t i o n s approved i n each d i s t r i c t i s not 
an i n d i c a t i o n of t h e work done by the advisory committees but of 
the c h a r a c t e r of t h e a p p l i c a t i o n s r e c e i v e d . Al l of t h e committees 
are doing sp lendid work and the Board a p p r e c i a t e s t h e i r e f f o r t s . 

At t h e September meeting i t was po in ted out t h a t t h e ad-
v i s o r y committee i s a s t a t u t o r y body. The purpose of c r e a t i n g 
t h i s committee was t o t u r n over to i t a l l a p p l i c a t i o n s r ece ived 
by the banks f o r c o n s i d e r a t i o n and recommendation t o the bank 
a f t e r ob ta in ing such f a c t s as a re neces sa ry . The commit tee ' s 
work has been of such importance t h a t Federa l r e s e r v e bank o f f i -
c e r s i n many cases have seen f i t t o a t t end meetings of the comr-
m i t t e e . The committees may want the advice of the bank, bu t f rom 
the s t andpo in t of the law which i s very c l e a r , the adv i sory com-
m i t t e e s have the r e s p o n s i b i l i t y of making independent recommenda-
t i o n s and t h e y , t h e r e f o r e , have t h e power t o d i r e c t t he employees 
engaged i n work f o r the committee no twi ths tand ing the f a c t t h a t 
t h e r e i s no power under the law t o provide a budget t o cover t h e 
expenses of persons working f o r the committee, and t h e s a l a r i e s 
of such persons a re paid by t h e Federa l r e s e r v e banks. I t should 
be made c l e a r a t a l l t imes , p a r t i c u l a r l y t o the a p p l i c a n t f o r a 
loan , t h a t t h e committee has not tu rned over t o the bank any of 
i t s f u n c t i o n s , but as a s t a t u t o r y body has considered t h e a p p l i -
ca t ion and made i t s recommendation independen t ly . The f u n c t i o n 
of the bank i s t o ac t a f t e r i t r e c e i v e s the commit tee ' s recommenda-
t i o n . 

There i s a l so t h e thought t h a t perhaps each member of the com-
m i t t e e should r e c e i v e compensation f o r h i s work. The Board has 
cons idered t h a t ma t t e r very c a r e f u l l y and i t has been s t u d i e d by 
the Federa l r e s e r v e banks, but the law i s p l a i n t h a t t he members 
s h a l l r e c e i v e no compensation, a l though i t p rov ides f o r the pay-
ment of t h e expenses incur red by t h e members i n performing t h e i r 
work or a per diem allowance i n l i e u t h e r e o f . The sugges t ion has 
been made t h a t t he Board should have i n t e r p r e t e d t h e law d i f -
f e r e n t l y , but a f t e r a very c a r e f u l s tudy of the ma t t e r i t r e l u c -
t a n t l y f e l t compelled t o reach the dec i s ion t h a t has been reached 
and of which t h e committees have been adv ised . The work t h a t t h e 
members of the committees a re doing and t h e time they a re t a k i n g 
from t h e i r own bus ine s se s cannot be measured i n f e e s of $5.00 or 
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,'•.10.00 or even :)25.00, and the Board f e e l s tha t i f any reason-
able f ee were t o be allowed i t could not s t a r t a t a point below 
)50.00. The work t h a t the committees are performing i s a s e r -
v ice which only they can perform i n a time of emergency, and i f 
the Board f e e l s any disappointment i t i s not i n connect ion with 
the work of the committees, but i n the t o t a l amount of loans made. 

During Mr. Szymczak's statement Governor Mart in of the Federa l 

Reserve Bank of S t . Louis and Mr. Goldenweiser, D i rec to r of the Di-

v i s i o n of Research and S t a t i s t i c s of the Federal Reserve Board, e n t e r -

ed the room, and Mr. James l e f t the meeting, 

Mr. 7/alden s t a t e d t h a t Mr. J . G. Holtzclaw, because of the 

necess i ty of h i s being i n New York today, had reques ted Mr. George E. 

Probes t , J r . , one of the o ther members of the I n d u s t r i a l Advisory 

Committee f o r the F i f t h Federal Reserve D i s t r i c t , to a t t end t h i s meet-

ing; t h a t Mr. Probest had found i t necessary t o go t o P i t t s b u r g h , and 

t h a t he (Mr. Walden) was a t t end ing the meeting at the reques t of the 

o ther two members of the I n d u s t r i a l Advisory Committee r e s i d i n g i n 

Richmond fo r the purpose of l i s t e n i n g to the d i s c u s s i o n . 

Mr. Creighton expressed the app rec i a t i on of the r e p r e s e n t a t i v e s 

of the I n d u s t r i a l Advisory Committees of the s ta tements made by the 

Bombers of the Federa l Reserve Board. 

He then presented a statement of the a c t i o n s taken by the c h a i r -

men and r e p r e s e n t a t i v e s of the I n d u s t r i a l Advisory Committees a t the 

meeting yes terday evening. The t o p i c s discussed a t t h a t meeting and 

the dec is ions reached are se t f o r t h below. Topics 1 and 2 were p re -

sented by Mr. Morris , t o p i c s 3 and 4 by Mr. Pouch, t o p i c s 5 and 6 by 

Mr. Eps te in , t o p i c s 7 and 8 by Mr. Sanford, t o p i c s 9 and 10 by Mr. Ousley, 
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and t o p i c s 11 and 12 by Mr. But te rwor th ; 

QUESTIONS 

1 . what i s f e e l i n g i n r ega rd t o 
o p e r a t i o n of S e c t i o n 15b by 
t he Federa l Reserve banks, 

(a) Among i n d u s t r i a l i s t s , 
whether p o t e n t i a l borrow-
e r s or not? 

(b) Among o t h e r b u s i n e s s 
l e a d e r s ? 

(c) Among f i n a n c i a l i n s t i t u -
t i o n s ? 

ANSWERS 

(a) Where they a r e acqua in t ed , 
or have a knowledge of the 
law, they a re f a v o r a b l e . 

(b) Same answer as above. 

(c) F i n a n c i a l i n s t i t u t i o n s which 
are acqua in ted with t h e law 
a re f a v o r a b l e ; our g r e a t duty 
i s t o acqua in t more wi th the 
r e a l p o s s i b i l i t i e s under the 
law. 

2 . Need f o r working c a p i t a l f o r 
i n d u s t r y and commerce. 

(a) Has exper ience i n d i c a t e d 
t h a t t h e r e was a substan-
t i a l need not be ing met 
through u s u a l sources of 
c r e d i t ? 

(b) I f such need now e x i s t s can 
i t be adequa te ly met under 

the p re sen t Sec t ion 13b? 

(a) Yes. While t h e need ap-
p a r e n t l y i s not as g r e a t as 
a t f i r s t t hough t , t h e r e i s 
need and t h i s p r e s e n t law 
t a k e s ca re of i t , a l l of 
which i s suppor ted by the 
number of l oans t h a t have 
been made i n the shor t pe r iod 
we have been o p e r a t i n g . 

(b) Yes. we f e e l t h a t p r a c t i c a l l y 
a l l worthy cases so f a r p r e -
sen ted have been t aken care 
of e i t h e r d i r e c t l y or i n -
d i r e c t l y and e x i s t i n g needs 
can be t aken ca re of i n t h e 
f u t u r e , 

3 . Assuming t h a t t h e r e w i l l be a con-
t i n u i n g need f o r 13b advances or 
commitments, 

(a) Wi l l a p p l i c a t i o n s f o r t h e 
most p a r t t ake the form of ; 

( l ) A p p l i c a t i o n s f o r d i r e c t 
advances . 

( 3a - l ) At t h e p re sen t t ime 
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QUE8TI0NS ANSWERS 

(3a - l continued) 
most of the a p p l i c a t i o n s 
are f o r d i r e c t advances i n 
most of t he Federal Reserve 
D i s t r i c t s a l though the 
percentage v a r i e s cons ide r -
ab ly . 

(2) Appl ica t ions involving 
separa te advances by 
the Federa l Reserve 
bank and by f inanc ing 
i n s t i t u t i o n , or 

(3a-2) There i s no genera l r u l e 
throughout the e n t i r e sys -
tem. Appl ica t ions d i r e c t 
t o Federa l Reserve banks 
a re decreas ing and those t o 
the l o c a l banks are i n -
c reas ing i n the m a j o r i t y 
of the d i s t r i c t s . Most mem-
bers of the Committee f e e l 
t h a t a p p l i c a n t s should be 
encouraged t o make a p p l i c a -
t i o n s through the l o c a l 
banks, which should be en-
couraged as i t i s most ad-
vantageous f o r the l o c a l 
banks. 

(3) Appl ica t ions from f i -
nancing i n s t i t u t i o n s 
fo r commitments cover-
ing proposed advances. 

(3a-3) i f f i n a n c i n g i n s t i t u t i o n s 
r e f e r s t o Fac tor and F i -
nance Companies, t h e r e have 
been very few cases of t h i s 
k ind . 

(b) Should the r a t e s charged by 
the Federa l Reserve banks be 
so f i x e d as to encourage 
a p p l i c a t i o n s under 1, 2 or 
3 above? 

Recognizing t h a t subsec t ion "a" 
of Sect ion 13b i s designed to meet 
emergency s i t u a t i o n s , should i t 
be a permanent p rov i s ion of law, 
and i f so, should i t be amended 
as regards : 

(b) I t seemed t o be the consensus 
of opinion t h a t t h e present 
r a t e s were s a t i s f a c t o r y and 
should be cont inued, such 
r a t e s should encourage the 

l o c a l banks to coopera te . 
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OJLJESTIONS 

(a) Requirement t h a t app l i can t 
be unable t o ob t a in r e q u i s i t e 
a s s i s t a n c e f rom usua l sources . 

(b) Requirement t h a t loans be f o r 
work!ng c a p i t a l purposes . 

(c) Requirement t h a t loans be made 
on a reasonable and sound 
b a s i s . 

ANSWERS 

The Committee f e e l s t h a t 
Sect ion 13b should be con-
t inued i n i t s present form 
as long as the emergency 
e x i s t s and t h a t s u b d i v i s i o n s 
a , b , c and d be cont inued. 
Two Members be l i eved t h a t 
b_ might be broadened t o i n -
clude p r o p r i e t a r y c a p i t a l . 

(d) Requirement t h a t loans be con-
f i n e d t o e s t a b l i s h e d bus inesses , 

5 . Should subsec t ion "b" of Sect ion 
13b be a permanent p rov i s ion of 
law, and i f so , should i t be 
amended as r ega rds ; 

(a) Author iza t ion of advances 
through f inanc ing i n s t i t u -
t i o n s o ther than member 
banks. 

(b) Amount of o b l i g a t i o n as t o 
l o s s s u s t a i n e d . 

I t was the consensus of 
opinion t h a t subsec t ion "b" 
of Sec t ion 13b should be r e -
t a i n e d and a , b and c be not 
changed in the law. 

(c) Author iza t ion cf s epa ra t e 
loans by Federa l Reserve 
banks and by a f i nanc ing 
i n s t i t u t i o n on which repay-
ments are made ,>ro r a t a . 

6 , Would the making of loans f o r work-
ing c a p i t a l purposes presumably 
have been conducted more e f f e c t i v e -
l y i f In termedia te Cred i t Banks 
a f f i l i a t e d with the Federal Reserve 
banks had been s e t up f o r t h i s pur-
pose as provided i n t he f i r s t b i l l 
proposed by the Federal Reserve 
Board? I f so , why? 

7 . What has been experience as regards 
a p p l i c a t i o n s ? 

6 . The Committee f e l t t h a t the 
answer t o t h i s ques t ion i s NO; 
the Chicago Chairman d i s s e n t -
i n g . 

(a) Extent t o which f e a r of r e -
j e c t i o n and of poss ib le ad-
verse e f f e c t upon a p p l i c a n t ' s 

(a) I t i s not f e l t t h a t f e a r of 
r e j e c t i o n and adverse e f f e c t 
upon an a p p l i c a n t ' s c r e d i t has 
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c r e d i t s t and ing has d i s -
couraged submission of a p p l i -
c a t i o n s . 

(b) Extent of and reasons f o r (b) 
withdrawal of a p p l i c a t i o n s . 

(c) I s c h a r a c t e r of a p p l i c a t i o n s im- (c) 
proving? i s t h e p ropor t ion 
of a p p l i c a t i o n s f o r d i r e c t 
advances dec l i n ing? 

(d) Has t h e r e been any subs tan - (d) 
t i a l number of complaints of 
a l ack of cour tesy on t h e 
pa r t of t h e Committee or of 
o f f i c i a l s or employees of 
Federa l Reserve banks? 

(e) i s t h e r e any evidence t h a t (e) 
Federa l Reserve banks are r e -
qu i r i ng an excess ive amount of 
c o l l a t e r a l t o secure loans? 

( f ) I s t h e r e evidence of any o ther ( f ) 
ground f o r c r i t i c i s m of e i t h e r 
the committees or the banks? 

8 . Assuming t h a t more p a r t i c i p a t i o n s by 8 . 
and commitments to f i n a n c i a l i n -
s t i t u t i o n s a re d e s i r a b l e , what i s 
your recommendation as t o how t o 
bes t ob ta in the coopera t ion of f i -
nanc ia l i n s t i t u t i o n s t o t h i s end? 

ANSWERS 

discouraged a p p l i c a t i o n s i n 
more t h a n a few i n s t a n c e s . 

N e g l i g i b l e , and u s u a l l y f o r 
the r eason t h a t a p p l i c a n t has 
found t h a t funds would not be 
needed, or has ob ta ined funds 
from usua l banking sou rces . 

Character of a p p l i c a t i o n s i s 
improving and v a r y i n g . The 
p r o p o r t i o n of a p p l i c a t i o n s 
f o r d i r e c t advances i s con-
t i n u i n g i n va ry ing p r o p o r t i o n s . 

We are not aware of any com-
p l a i n t of l a c k of cour tesy on 
the pa r t of t h e Committee or 
o f f i c i a l s or employees of the 
F e d e r a l Reserve banks . 

There i s no evidence t h a t 
F e d e r a l Reserve banks a re r e -
q u i r i n g an excess ive amount 
of c o l l a t e r a l t o secure l o a n s . 
On the o the r hand, every e f f o r t 
i s being made t o make loans when 
the s e c u r i t y may be regarded as 
r e a s o n a b l e . 

There i s no evidence of any 
o the r ground f o r c r i t i c i s m of 
e i t h e r the Committees or the 
Federa l Reserve banks . 

I t i s t h e consensus of opinion 
t h a t more p a r t i c i p a t i o n s by and 
commitments t o f i n a n c i a l i n s t i -
t u t i o n s a re d e s i r a b l e , and t h i s 
can be b e s t ob ta ined by d i r e c t 
con tac t wi th the a p p l i c a n t s and 
the banks . F u r t h e r t h a t t he 
presen t p u b l i c i t y be cont inued 
wi th in each d i s t r i c t and t h a t 

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



-17-

X-9065 470 

QUESTIONS ANSWERS 

Has the Federal Reserve bank taken 
adequate measures t o b r ing t o t he 
a t t e n t i o n of f i n a n c i a l i n s t i t u t i o n s , 
and p a r t i c u l a r l y of member banks, 
the advantages t o them of a c t i v e l y 
seeking out commercial and indus-
t r i a l e n t e r p r i s e s i n t h e i r t e r r i -
t o ry i n need of a d d i t i o n a l working 
c a p i t a l and f u r n i s h i n g such c a p i t a l 
under the p r o t e c t i o n of a commit-
ment from the Fede ra l Reserve bank? 

T/hat, i n your exper ience , has 
been the most important s e rv i ce 
rendered indus t ry and commerce 
under Sec t ion 13b? 

10. 

t h i s be supplemented by p u b l i c i t y 
of a na t i ona l cha rac t e r and t h a t 
the a id of the Federal Reserve 
Board be s o l i c i t e d i n t h i s con-
n e c t i o n . 

I t i s the opinion t h a t t he Re-
serve banks have made d i l i g e n t 
e f f o r t s t o acquaint a l l f inanc ing 
i n s t i t u t i o n s , p a r t i c u l a r l y member 
banks, with the advantages t o 
them of a c t i v e l y seeking out 
commercial and i n d u s t r i a l e n t e r -
p r i s e s i n t h e i r t e r r i t o r y i n need 
of a d d i t i o n a l working c a p i t a l and 
f u r n i s h i n g such c a p i t a l by com-
mitment from the Federa l Reserve 
banks. At the same time we sub-
mit t h a t such e f f o r t s might wel l 
be i n t e n s i f i e d and we e s p e c i a l l y 
recommcnd t o the seve ra l Reserve 
banks t he a c t i o n of the New York 
Reserve Bank i n engaging the s e r -
v ices of a p r a c t i c a l and wel l 
known banker f o r a per iod of 
severa l months (the banker to be 
wel l known i n the d i s t r i c t ) t o 
v i s i t banks and pe r sona l ly d i s -
cuss with them and with borrowers 
i n a r r e a r s or i n temporary em-
barrassment the wisdom of 
n e g o t i a t i n g loans under the terms 
of Sec t ion 13b. 

i n our opinion t he most important 
s e rv i ce s rendered t o i ndus t ry and 
commerce under s e c t i o n 13b are 
(a) Accommodation t o i n d u s t r i a l 
and commercial e n t e r p r i s e s t h a t 
could not be obtained otherwise , 
(b) the s t i m u l a t i o n of c r e d i t 
confidence and accommodation t o 
i n d u s t r i a l and commercial e n t e r -
p r i s e s by o the r banks, many of 
which have changed t h e i r c r e d i t 
p o l i c i e s s ince the admin i s t r a -
t i o n of Section. 13b began, and 
(c) the enlightenment of many 
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a p p l i c a n t s concerning t h e i r own 
a f f a i r s and p o s s i b i l i t i e s a f f o r d -
ed by the exper t a n a l y s i s and ad-
v ice of the Advisory committees 
and Federa l Reserve o f f i c e r s . 

11. Has t he a d m i n i s t r a t i o n of Sec- 11. 
t i o n 13b t o da te had any e f f e c t 
not shown i n r e g u l a r r e p o r t s of 
Federal Reserve banks on the 
extens ion of c r e d i t through 
r egu l a r and usua l channels t o 
indus t ry and commerce by p r i -
va te f i nanc ing i n s t i t u t i o n s ? 

12. Recommendations, not covered e l s e - 12, 
where, on the sub jec t of the ad-
m i n i s t r a t i o n of Sect ion 13b. 

The f a v o r a b l e recommendation of 
loans by the seve ra l Federa l Re-
serve banks has in f luenced many 
l o c a l banks t o take over loans , ex-
tending c r e d i t where they would 
not have done so o therwise . 

I t i s f e l t wise t o cont inue t h i s 
act as an emergency measure. i t 
w i l l not b r ing back p r o s p e r i t y , 
but i t w i l l be a m a t e r i a l help t o 
many who cannot secure necessary 
c a p i t a l f o r two t o f i v e y e a r s . 
This w i l l b r idge the gap where the 
c a p i t a l market should f u n c t i o n . 

During the d i scuss ion of the t o p i c s , Mr. John N. Peyton, Chairman 

and Federal Reserve Agent a t the Federal Reserve Bank of Minneapolis , and 

Mr. Daiger of the Board 's s t a f f , jo ined t h e meet ing. 

At the conclusion of the d i scuss ion the meeting adjourned with the 

understanding t h a t the r e p r e s e n t a t i v e s of the I n d u s t r i a l Advisory Com-

m i t t e e s would meet again i n separa te sess ion t h i s a f t e r n o o n . 
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