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Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on Wednesday, October 17, 1956. The Board met in

the Board Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman
Mr. Szymczak
Mr. Mills 1/
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Vest, General Counsel
Mr. Young, Director, Division of Research

and Statistics
Mr. Boothe, Administrator, Office of

Defense Loans
Mr. Horbett, Associate Director, Division

of Bank Operations
Mr. Hostrup, Assistant Director, Division

of Examinations
Mr. Solomon, Assistant General Counsel

Mr. Hackley, Assistant General Counsel

Mr. Hexter, Assistant General Counsel

The first item to be considered by the Board was a memorandum

from Messrs. Boothe and Young dated October 12, 1956, concerning rates

and fees prescribed in Regulation V, Loan Guarantees for Defense Pro-

duction. This memorandum, copies of which had been sent to the members

of the Board before the meeting, was prepared pursuant to the Board's

request at the meeting on September 24, 1956, in the light of the sug-

gestion contained in a letter dated June 25, 1956, from Chairman Burns

of the Council of Economic Advisers, that a review be made of the sched-

ule of guarantee and commitment fees before any action was taken to in-

crease the maximum permissible rate of interest on V-loans. After trac-

ing the volume of activity under the V-loan program and indicating the

1/ Withdrew from meeting at point indicated in minutes.
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amount of net guarantee fees and interest on guaranteed loans collected

by the guaranteeing agencies after deducting losses, administrative costs,

and Federal Reserve Bank expenses, the memorandum concluded that in view

of favorable experience under the program the present "reserves" could

be considered more than adequate in the short run but probably should

be supplemented over the long run to afford protection against possible

contingencies. The memorandum then presented for consideration alter-

native plans for adjusting the schedule of guarantee fees which would

improve the yield to commercial banks participating in the V-loan pro-

gram and yet not destroy the incentive for the lender to accept as large

a share as reasonable of the risk attached to such loans. In presenting

these alternatives, the memorandum did not take a position in favor of

a downward adjustment in the schedule of guarantee fees. It pointed out,

however, that if such a move should be deemed advisable in conjunction

with some increase in the maximum permissible interest rate or as an

alternative to an increase in such rate, it might tend to forestall the

necessity for more extensive financing of defense contractors through

the medium of advance payments.

After Governor Balderston had summarized previous discussions

by the Board with regard to a possible increase in the maximum permis-

sible rate of interest, which culminated in postponement of action when

the heads of the principal guaranteeing agencies reversed the favorable

recommendations of those agencies, he inquired concerning the current

status of the matter in the Department of Defense.
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Mr. Boothe responded that he understood Assistant Secretary of

Defense McNeil had now received recommendations from the Departments of

the Army, Navy, and Air Force favoring an increase in the maximum rate,

that Mr. McNeil intended to present the matter to Secretary of Defense

Wilson at the earliest opportunity, and that if Mr. Wilson was willing

to go along, the suggestion would be made that he discuss the proposal

with the other members of the Cabinet Committee on Small Business. Mr.

Boothe also stated that the Defense Department was believed to continue

in its position against any reduction in the current schedule of guaran-

tee fees. •

All of the members of the Board were in agreement with the view

that in the light of the situation reported by Mr. Boothe, it would be

inappropriate for the Board to take any further steps pending the out-

come of discussions at the Department of Defense.

Mr. Boothe then withdrew from the meeting and Messrs. Thomas,

Economic Adviser to the Board, and Noyes, Adviser, Division of Research

and Statistics, entered the room.

The Bureau of the Budget had requested the Board's views by

October 23) 1956, on the recommendations for legislative changes submit-

ted by the Comptroller of the Currency, the Federal Deposit Insurance

Corporation, the Home Loan Bank Board, and the Department of Health,

Education, and Welfare to the Senate Banking and Currency Committee in

connection with that Committee's current study of the Federal statutes

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



171

10/17/56 -4-

governing financial institutions and credit. Accordingly, there had

been sent to the members of the Board prior to this meeting memoranda

as follows:

Memorandum from Mr. Hackley dated October
12, 1956, regarding the recommendations of
the Comptroller of the Currency.

Memorandum from Mr. Hexter dated October
12, 1956, regarding the recommendations of
the Federal Deposit Insurance Corporation.

Memorandum from Mr. Solomon dated October
15, 1956, regarding the recommendations of
the Federal Home Loan Bank Board.

Memorandum from Mr. Solomon dated October
15, 1956, regarding the recommendations of
the Department of Health, Education, and
Welfare.

Each memorandum supplied a listing of all of the recommendations of the

particular agency and also contained brief comments on the recommendations

considered to be of most interest from the standpoint of the Federal Re-

serve System. In view of the date on which comments were requested by

the Budget Bureau and prospective absences of members of the Board, the

memoranda had been placed on the agenda for this meeting in order that

the Board might decide what action it wished to take and the staff might

then go forward with preparation of the replies to the Bureau.

Consideration was given to the most appropriate way of reviewing

the recommendations and it was decided to take up each recommendation in

order, beginning with those of the Comptroller of the Currency, with the

appropriate members of the staff summarizing the nature of each legis-

lative suggestion and indicating its relationship, if any, to the area
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of the Board's responsibilities. As the review proceeded, it was also

decided, for the purpose of preparing the replies to the Budget Bureau,

to divide the items into several categories, the first of which would

include those recommendations on which the Board wished to make no

comment. A second group would comprise those items on which the Board

wished to reserve judgment in view of implications inherent in them

which could not be appraised fully within the limitation imposed by

the requested date of submission of views to the Budget Bureau. The

remaining groups would include those items which the Board wished to

approve by an affirmative statement and those on which special comments

were deemed to be appropriate.

Following discussion of a portion of the recommendations of the

Comptroller of the Currency, during the course of which Messrs. Thomas,

Young, and Noyes withdrew from the meeting, the meeting recessed and 

reconvened at 2:30 p.m., with the same attendance as at the conclusion

of the morning session.

Consideration was given to the remaining recommendations of the

Comptroller of the Currency and the recommendations of the Federal De-

posit Insurance Corporation. Toward the conclusion of the review of

the latter group of legislative suggestions, Governor Mills withdrew

from the meeting in order to keep an appointment outside the building.

It was agreed unanimously that the

views of the Board, as agreed upon at

this meeting, with respect to the recom-

mendations of the Comptroller of the Cur-

rency and the Federal Deposit Insurance

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



21'73

10/17/56 -6-

Corporation would be set forth in letters
to be prepared by the Legal Division.

It was understood that the recommendations of the Home Loan Bank

Board and the Department of Health, Education, and Welfare would be given

consideration at a meeting of the Board tomorrow beginning at 9:30 a.m.

The meeting then adjourned.

Secretary's Note: Governor Shepard-
son today approved the following let-

ters on behalf of the Board:

Letter to Mr. Denmark, Vice President, Federal Reserve Bank of

Atlanta, reading as follows:

In accordance with the request contained in your

letter of October 12, 1956, the Board approves the

designation of Jack Raymond Sicard as a special assist-

ant examiner for the Federal Reserve Bank of Atlanta
for the purpose of participating in the examination of

State member banks only.

Letter to Mr. Pondrom, Vice President, Federal Reserve Bank of

Dallas, reading as follows:

In accordance with the request contained in your

letter of October 9, 1956, the Board approves the ap-
pointment of Stephen L. Moore, Jr. as an assistant

examiner for the Federal Reserve Bank of Dallas. Please

advise as to the date upon which the appointment is made

effective.

It is noted that Mr. Moore is indebted to The Se-

curity State Bank of Commerce, Commerce, Texas, a non-

member bank, in the amount of *1,500. Accordingly, the

Board's approval is given with the understanding that

Mr. Moore will not participate in any examinations of

The Security State Bank of Commerce until his indebted-

ness has been liquidated or otherwise eliminated.
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Pursuant to recommendations contained in
memoranda from appropriate individuals
concerned, Governor Shepardson also ap-
proved today on behalf of the Board the
following items relating to the Board's
staff:

Appointments, effective as of the respective dates of assuming duties 

Name and title

Patricia L. Gannon,
Secretary 

•

1/

Roxane Lee Hodges,
Clerk-Stenographer 1/

Lacuta Gasser,
Clerk-Typist 1/

Division Basic annual salary

Personnel
Administration ;4i33,805

Personnel
Administration 3,670

Personnel
Administration 3,600

Transfers) effective as of the respective dates of assuming new duties 

Jane Donohoe, from the position of Secretary in the Board Members'
Offices to the position of Secretary in the Division of Personnel Admin-
istration, with no change in her present basic salary at the rate of

$4,215 per annum.

Hallie A. Desmond, from the position of Secretary in the Division
of Administrative Services to the position of Secretary in the Legal Divi-
sion, with an increase in basic annual salary from $3,805 to $41-,c480.

Salary increases, effective October 21, 1956

Name and title Division

Legal

Basic annul salary
From To

S. E. Entriken, Legal Assistant $6,115 $6,250

Examinations 

Winifred J. Black, Special Assistant
Federal Reserve Examiner 3,805 3, 94-0

1/ Pursuant to the Board's action of April 24, 1956, relating to the

recruitment of stenographic and typing personnel.
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Salary increases effective October 211 1956 (continued)

e and title Division

International Finance

Carmen A. Booth, Clerk
Pearl Farrington, Clerk
Pauline H. Major, Clerk

Administrative Services

Basic annual salary
From To

41345
31840

$3,260
4,48o
3,925

Ruth M. Brown, Charwoman 2,750 2,825

Edith C. Hartzell, Charwoman 2,750 2,825
Sven E. Johnson, Foreman, Labor Force 4, 575 4,685

Acceptance of resignation

William Cobey, Cafeteria Laborer, Division of Administrative Ser-

vices, effective November 91 1956.
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