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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Tuesday, December 6, 1955. The Board met

ja the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Robertson

Mr. Carpenter, Secretary
Mr. Fauver, Assistant Secretary
Mr. Thurston, Assistant to the Board

Mr. Vest, General Counsel
Mr. Marget, Director, Division of Inter-

national Finance
Mr. Solomon, Assistant General Counsel

Mr. Dembitz, Assistant Director, Division
of International Finance

The following matters, which had been circulated to the members

Of the Board, were presented for consideration and the action taken in

each instance was as indicated:

Letter to Mr. J. K. Olyphant, Jr., Vice Chairman, Board of Trustees,
The Hanover Bank, New York, New York, reading as follows:

Reference is made to your letter of October 25, 1955,

in reply to the Board's letter of October 14 enclosing

copies of the report of examination of the London branches

of The Hanover Bank made as of May 10, 1955, by examiners

for the Board of Governors.

It has been noted that the report had been presented

to your Trustees on OcLober 25.

With reference to your comment that separate records

of your London Branch are being maintained and that sepa-

rate reports will be rendered at the close of each fiscal

year, it is desired that a separate call report of condi-
tion be submitted covering each branch when requested.
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As your bank has been advised by the Federal Reserve Bank

Of New York, the call report instruction pamphlet, Form

F. R. 105a, has been revised with regard to BRANCHES to

provide, among other things, that a separate report should

be submitted. on Form F. R. 105 as of the date of the last

call in the calendar year covering each branch located in

a foreign country.

With regard to your comment concerning your applica-

tion for permission to change the location of your West

End Branch, in a letter dated November 3 your bank was ad-

vised that the Board had approved the proposed change in

location from 15 Carlos Place, London W.1 to 10 Mount Street,

London W. 1. The completion of your plans in this respect

will remove the cause of the examiner's criticism regarding

the location of the branch in the main banking hall of a

branch of the Westminster Bank.

Approved unanimously, for

transmittal through the Federal

Reserve Bank of New York.

Letter to International Banking Corporation, New York, New York,

reading as follows:

This is in further reference to the Board's letter of

September 15, 1955, and your reply of October 24, 1955, con-

cerning the establishment by you of The Bank of Monrovia and

the proposal to amend the regulations contained in the agree-

ment previously entered into by International Banking Corpora-

tion pursuant to the provisions of section 25 of the Federal

Reserve Act. Preliminary to the submission of the formal

comments on the proposed amendments with your letter of Octo-

ber 24, the matter was discussed by your Mr. Harfield at a

meeting with representatives of the Board on October 19.

In its further consideration of the proposed amendments

the Board has considered carefully the comments and draft of

substitute amendments submitted with your letter of October 24,

as well as the earlier informal comments of Mr. Harfield at

the October 19 meeting. As you suggested, the matter in ques-

tion is closely related to the pending proposed revision of

the Board's Regulation K. In fact, it seems to the Board that
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the substance of your comments is of such a nature as to be

more relevant to that proposed revision; and, as you re-

quested, they will be studied further in connection with

such proposed revision.

In the meanwhile, the Board believes that the regula-

tions contained in the agreement entered into by Interna-

tional Banking Corporation pursuant to section 25 of the Fed-

eral Reserve Act should be amended along the lines proposed

by the Board's letter of September 15. Accordingly, such

regulations are hereby amended in the following respects, ef-

fective immediately:

(1) Insert after the word "as" in the first sentence

of subparagraph 2, paragraph B, the words "in the

judgment of the Board."

(2) At the end of paragraph B add the following new

subparagraph 4:

4. Ownership of Stock:

It must be understood also that, except

with the approval of the Board of Gov-

ernors of the Federal Reserve System, you

shall not purchase or hold any stock in

any other corporation. Any approval

granted by the Board under the regulations

contained in this agreement may be condi-

tional, and the conditions prescribed by

the Board may apply to your activities and

also to the activities of any other corpora-

tions in which you may own or hold any stock.

In addition to any such conditions, you

shall in no event, without further approval

of the Board, continue to hold any such

stock if such other corporation transacts

or engages in any business in the United

States or takes any action or undertakes

any operation which is not permissible to

you under these regulations. However, the

approval referred to in this paragraph need

not be obtained where the acquisition of

stock shall be necessary to prevent a loss
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upon a debt previously contracted in

good faith; but the stock so acquired

shall be disposed of within six months

from the date of acquisition unless such

time is extended by the Board. As used

herein "stock" includes other certifi-

cates of ownership.

The Board understands that the only corporations in

which you hold stock are Discount Corporation of New York;

Societe Elysees Boetie, Paris, France; Societe de Construc-

tion et d'Exploitation aux Champs Elysees, Paris, France,

County Trust Company, White Plains, New York; and The Bank

of Monrovia, Monrovia, Liberia.

As you know, the Board's letter of September 15, 1955,

stated that the Board offered no objection to your proposed

acquisition and holding of the capital stock of The Bank of

Monrovia, subject to certain conditions. These conditions

are now embodied in the regulations contained in the agree-

ment in question and you may, of course, continue to hold

such stock of The Bank of Monrovia, subject to the applica-

ble conditions.

The Board's letter of August 16, 1955, requested that

you promptly dispose of the shares which you hold of County

Trust Company, White Plains, New York, and under date of

August 23,1955, you advised that steps were being taken to

meet the Board's request.

The Board approves your present holdings of the stock

of the three other corporations named above, subject to

further notice. Of course, your holding of stock of these

corporations, like your holding of any other stock, will be

subject to any applicable provisions of the regulations con-

tained in your agreement or in the contemplated revision of

the Board's Regulation K.

Your letter of September 29, 1955, raised the question

whether the business arrangements of The Bank of Monrovia at

Robertsport (Cape Mount), Buchanan (Grand Bassa), River Cess,

Greenville (Sinoe), Harper (Cape Palmas), and Harbel are

"branches or agencies" of that bank. It is the Board's view

that such arrangements should be regarded as "branches or
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agencies" of The Bank of Monrovia within the
the regulations contained in your agreement.

A copy of such regulations, as amended)

Approved unanimously) for

transmittal through the Federal

Reserve Bank of New York.

meaning of

is enclosed.

Telegram to Mr. Exter, Vice President, Federal Reserve Bank of
New York, reading as follows:

Your wire December 1. Board approves granting of

loan or loans by your Bank to Banco Central de Reserva de
El Salvador not to exceed $3 million on the following
terms and conditions:

A. Such loan or loans to be made up to 98 per
cent of the value of gold bars set aside in
your vaults under pledge to you.

B. Such loan or loans to mature in three months
with option to repay before maturity.

C. Any such loan or loans to be requested and
made on or before December 31, 1955.

D. Each such loan to bear interest at the dis-
count rate of your Bank in effect on the date

on which such loan is made.

E. The amount advanced and the principal amount
repaid at any one time to be in round amounts

of $1 million.

It is understood that the usual participation will be

offered to the other Federal Reserve Banks.

Approved unanimously.

Memorandum dated November 30, 1955, from Mr. Marget, Director,
Division of International Finance, recommending that he and Mr. Thompson,
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First Vice President of the Federal Reserve Bank of Cleveland, be author-
ized to attend the 1956 session of the Center for Latin American Monetary
Studies and participate in the program.

Approved unanimously, with the

understanding that the following let-

ter to Mr. Javier Marquez would be

sent under the signature of Chairman

Martin, if the Federal Reserve Bank

of Cleveland approved Mr. Thompson's

participation:

This is in reply to your letter of November 9 request-
ing Federal Reserve assistance in connection with the 1956

training program of your Center.

To give the desired series of lectures and seminars
on the Federal Reserve System and on general central bank-
ing topics, extending over a period of two weeks, it now

appears that Mr. Donald S. Thompson, First Vice-President
of the Federal Reserve Bank of Cleveland, will be able to

attend. This is subject, of course, to the usual reserva-

tion that in case any last minute emergency should make it

impossible for him to attend, another Federal Reserve staff

member might have to be named in his place. A two-week

period beginning on July 23 would probably be the most sat-

isfactory for his attendance. The exact dates and other

arrangements can be worked out between you and Mr. Thompson.

The Board will also plan to send Mr. Arthur W. Marget

to Mexico during 1956 to give a series of lectures on mone-

tary problems at the Center, the exact dates and titles of

the lectures to be worked out between you and Mr. Marget.

I wish to extend my good wishes for the continuing

success of the Center and of its training program.

The Board then considered a revised draft of the proposed state-

!Tient of policy on gold loans to foreign banks and governments. Copies of

a memorandum from Governors Balderston, Mills, and Szymczak submitting
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the revised statement had been distributed to the members of the Board

under date of December 1, 1955. Governor Szymczak reviewed the provi-

sions of the statement briefly, pointing out that the replies from the

Federal Reserve Banks to the Board's letter of September 28, 1955, indi-

cated general agreement and satisfaction with the proposed statement.

He also said that all of the changes proposed by the Banks had been in-

corporated in the draft except the suggestion that the interest rate on

each 90-day period on a loan for more than three months be the Bank's

current discount rate rather than the higher rate envisaged, under cer-

tain circumstances, by the draft statement.

After a brief discussion, the
revised statement was approved
unanimously as follows, with the
understanding that copies would be

sent to all of the Federal Reserve
Banks:

POLICY ON GOLD LOANS

Subject to applicable provisions of Regulation N and of

the confidential "Statement of Procedure with Respect to

Foreign Relationships of Federal Reserve Banks" of January 1,

1944, the following shall apply with respect to loans on gold

to foreign banks or governments:

A. Purposes

(1) Gold loans and commitments therefor should ordinarily
be for the purpose of meeting seasonal exchange needs requir-
ing short-term financing, or of alleviating exchange diffi-

culties caused by factors of a clearly temporary nature where
it is expected that the situation will readjust itself so that
repayment of the loan can be made from export or other current

proceeds within a short period of time. Mere ownership of gold
Should not be considered as entitling a foreign central bank
automatically to a loan on such gold.
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(2) In exceptional circumstances only, loans or commit-

ments therefor may be made for other purposes, as, for

example, to support implementation of a program intended
to eliminate major balance of payments difficulties aris-

ing from internal financial or monetary disturbances or

from basic maladjustments in the economy.

B. Terms and conditions

The terms and conditions of loans on gold by Federal Re-

serve Banks to foreign banks or governments should ordi-

narily be consistent with the following criteria:

(1) Maturities -- The usual practice should continue

to be to make loans on gold with initial terms of not more

than three months. In initially approving such a loan, the

Board of Governors of the Federal Reserve System in appro-

priate cases may authorize the operating bank to grant a

renewal when the loan falls due, but with no commitment to

be given the borrower that such renewal would be made.

In exceptional circumstances only, loans may be made with

initial maturities in excess of three months or with a com-

mitment to the borrower to renew beyond three months. Any

such exceptional loans should normally be covered by an

amortization schedule providing for full repayment within

a reasonable period of time.

(2) Interest rates -- Hereafter, as heretofore, the in-

terest rate on a loan of three months or less on gold should,

as a general rule, be the discount rate of the operating bank

in effect at the time of the making or the renewing of the

loan. However, in an exceptional situation in which a loan

is made with an initial maturity in excess of three months or

with a commitment to the borrower to renew beyond three months,

interest payments should be required on the basis of each 90-

day period. The interest rate applicable to each such period

should be the rate of interest initially charged on the loan

(which may be equal to or higher than the discount rate of the

operating bank when the loan is made) or the discount rate of

the operating bank in effect at the beginning of such 90-day

period, whichever is higher.
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(3) Loan commitments and commitment charges -- In ap-

propriate circumstances loan commitments for a period of

as much as one year may be made in accordance with the

Purposes indicated heretofore. In other words a Federal

Reserve Bank may agree with a prospective borrower that

Upon its request within a specified period, the Federal

Reserve Bank will extend credit to such borrower on gold

up to a maximum amount on certain terms and conditions.

Where appropriate also a small charge may be imposed on

the making of such a loan commitment. Such charge may be

subject to waiver wholly or partly in the event the loan

is drawn upon by the borrower.

Messrs. Vest, Marget, Solomon, and Dembitz then withdrew from

the meeting.

Governor Robertson outlined briefly certain supervisory problems

which had arisen in connection with the North Shore Bank, Miami Beach,

Florida. Following a preliminary and informal discussion, it was under-

stood that Governor Robertson would prepare a draft of letter regarding

the matter which he would present at a later meeting for consideration by

the Board.

All of the members of the staff then withdrew and the Board went

into executive session to discuss further appointments of Federal Reserve

and branch directors for terms beginning January 1, 1956.

The Secretary's Office was later ad-

vised that the Board had agreed unanimously

that Chairman Coleman of the Chicago Re-

serve Bank should be asked to ascertain

(1) whether Mr. Carlos E. Allen, Jr. would

accept, if tendered, appointment as a Class

C director of the Chicago Reserve Bank for

a three-year term beginning January 1, 1956,

and as Deputy Chairman for the year 1956,
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and (2) whether Mr. Elisha Gray II would
accept, if tendered, appointment as director
of the Detroit Branch of the Federal Reserve

Bank of Chicago for the unexpired portion

of the term ending December 31, 1956.

It was also agreed unanimously that

Chairman Alexander of the Federal Reserve

Bank of St. Louis should be asked to ascer-

tain whether Mr. J. D. Monin, Jr. would ac-

cept, if tendered, appointment as a director

of the Louisville Branch of the Federal Re-

serve Bank of St. Louis for a three-year

term beginning January 1, 1956.

The meeting then adjourned.
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