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Minutes for  December 16 1959.

To: Members of the Board

From: Office of the Secretary

Attached is a copy of the minutes of the
Board of Governors of the Federal Reserve System on
the above date.

It is not proposed to include a statement
with respect to any of the entries in this set of
!ninutes in the record of policy actions required to
be 

maintained pursuant to section 10 of the Federal
Reserve Act.

Should you have any question with regard to
the minutes, it will be appreciated if you will advise
the Secretary's Office. Otherwise, please initial below.
It you were  present at the meeting, your initials will
indicate approval of the minutes. If you were not present,
Your initials will indicate only that you have seen the
minutes.

Chm. Martin

Gov. Szymczak

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

Gov. King
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Minutes of the Board of Governors of the Federal Reserve System on

We irdnesda—, December 16, 1959. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Shepardson
Mr. King

Mr. Sherman, Secretary
Miss Carmichael, Assistant Secretary

Mr. Thomas, Economic Adviser to the Board

Mr. Shay, Legislative Counsel

Mr. Farrell, Director, Division of Bank

Operations
Mr. Solomon, Director, Division of Examinations

Mr. Noyes, Adviser, Division of Research and

Statistics
Mr. Hexter, Assistant General Counsel

Mr. Conkling, Assistant Director, Division of

Bank Operations
Mr. Nelson, Assistant Director, Division of

Examinations
Mr. Eckert, Chief, Banking Section, Division of

Research and Statistics

Mr. Fisher, Economist, Division of Research and

Statistics

Discount rates. The establishment without change by the Federal

Reserv„
-bank of Boston on December 14, 1959, of the rates on discounts

411C1 advances in its existing schedule was approved unanimously, with
the

unde
rstanding that appropriate advice would be sent to that Bank.

Items circulated  to the Board. The following items, which had

been ci
rculated to the Board and copies of which are attached to these

111111Utes under the respective item numbers indicated, were approved
Uharlimously:
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12/16/59 -2-

Item No.

Letter to The Mogadore Savings Bank, Mogadore, Ohio, 1
aPPr°7ing the establishment of a branch in the
Village of Lakemore.

Letter to the American Bank of Carlsbad, Carlsbad, 2
Nev. 

Mexico, approving an investment in bank premises.

Daily information on deposits and related items from member

banks t
------k

-,
"eyand5). There had been circulated to the Board a

draft Of .L a letter to the Federal Reserve Bank of Philadelphia approving

that
Bankta proposal to obtain daily information on deposits and related

item
8 from member banks. Under the Bankts proposal the information would

be 6bteined from member banks on the remittance form already being mailed

to th e Reserve Bank each day. At the end of each reserve period the Bank

14ould 
tabulate the information for each member bank, compute the reserve

13°aitiOn/ and mail the information to the member bank. The Philadelphia

Bank, in a letter to the Board noted that the proposal had two objec-
tives. t

kl) producing daily data for purposes of policy formulation and

exe
cution

operating 

several weeks sooner than is now possible; (2) providing

procedures that are more efficient for this Bank and member

banks 
alike. Under the Bankts plan, the reporting form (F.R. )+14)

Alrnished with the Boardts letter of November 30, 1959/ would not be

liaed• The Bank pointed out, however, that the proposal would not call
or any 

information other than that required on the regular form.

In considering the proposed letter to the Philadelphia Bank,

ce V de to the concern expressed at the joint meeting of
''eferen
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12/16/59 -3-

the Presidents of the Reserve Banks with the Board on December 15, 1959,

that bank relations problems might result from the increase in country

bank reporting requirements as outlined in the Board's November 30

letter. In this connection, there had been distributed to the Board

a draft of telegram to all Reserve Banks permitting some discretion

in the collection of weekly data.

Governor Robertson asked whether the sending of the proposed

tele
gram as well as the letter to the Federal Reserve Bank of Philadelphia

/40111d indicate that the Board was revoking the use of the form furnished

'with the November 30 letter. Mr. Conkling said that it would not, and

Mr. Thomas noted that the proposal of the Philadelphia Bank involved

another means of securing the same information on a daily rather than

a 'weekly basis.

Governor Robertson inquired whether the plan for securing

dailY figures vas so clearly preferable to obtaining weekly figures

that 
it should be followed by all Reserve Banks.

Mr. Conkling replied that it would seem desirable to have an

experimental program at one Bank before considering such a program for

all Banks. In the Philadelphia District, Mr. Conkling noted, the member

ba4k8 consider the proposal an additional service of the Reserve Bank.

Re 
said that it vas too early to know whether the Philadelphia system

would work in other districts. Mr. Farrell added the comment that the

?hiladelphia Bank now had processing equipment that enabled it to
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Undertake the the program it has proposed, while this was not the case at

Reserve Banks generally.

Governor Robertson said that he would have no objection to a

trial period in the Philadelphia District, with the thought that

consideration would be given to the possibility of extending the

Practice to other districts at some future date.

Governor Mills raised a question as to whether more member

banks.
might fall into a deficient reserve position if they waited

for the Reserve Bank to make the reserve computations, to which Mr.

Conking replied that it was thought member banks in the Philadelphia

District 
'would get reserve position data more promptly under the pro-

posed 
system than at present.

Mr. Molony, Assistant to the Board, entered the room at this

P°int.

A discussion followed concerning individual views expressed

bY Presidents of the Reserve Banks while at the Board this week, during

which 
Chairman Martin noted that it was important not to minimize the

1)11b1ie relations problem involved in requesting country member banks to

rurni.1,
-.4 weekly data on deposits and related items.

In response to a question from Governor Shepardson as to whether
it

ca.ear that 'weekly figures on deposits and related items are

needed f-rom 
country banks, Mr. Thomas noted that the Trading Desk uses

daily p=4-Lgure8 of deposits and related items, based on reports from city
'banks

) and that the decision to ask all banks to supply weekly figures
vaa

c°mPromi e.
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Governor Balderston expressed the viev that the System should

have the figures daily, and Governor King said that during the experi-

mental period he felt the individual Reserve Banks should use their

discretion in determining the procedure which should be used in

securing the required data.

Thereupon approval was given to sending the proposed letter to

the 
Federal Reserve Bank of Philadelphia. Also approved was a letter

t() all Federal Reserve Banks, transmitting a copy of the letter to the

Federal Reserve Bank of Philadelphia. Copies of the letters are

attached hereto as Items 3 and 4.

After incorporating changes suggested at the meeting, the

13°ard also approved sending a telegram to all Reserve Banks, advising

them to use their discretion as to the extent to which they insist on

IleeklY reporting of deposits and related items by country banks during

all experimental period. A copy of the telegram is attached to these

flitesa 
Item No. 5.

Messrs. Farrell and Conkling then withdrew from the meeting.

Date for oral argument (Item No. 6). Pursuant to Board action

on 
October 2, 1959, an order was issued granting a request by First

tank 
Stock--Cvrporation for oral argument relating to approval for

aegilisition of shares of Eastern Heights State Bank of St. Paul,

St. pp,,
'4-12 Minnesota, pursuant to section 3(a)(2) of the Bank Holding

C
0
11114anY Act. At that time, the Board deferred setting the date for
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such oral argument. A memorandum from the Legal Division, which was

circulated to the Board under date of December 14, 1959, indicated

that January 6 or 7/ 1960, 
would be acceptable dates for the oral

argument.

GovEJrnor Mills asked if the hearing would be open to the

public, and he also inquired as to the form of notice to be used.

Re noted that, if the hearing to be open, some notice should be

given toall interested parties.

Mr. Solomon replied that the hearing would be open to the

Public. The possibility of issuing a press release was mentioned.

.1.1_122E2y11 s given to a letter to the counsel of First Bank

StOclt
'-orporation, attached hereto as Item No. 6, indicating that on

jalluarY 6/ 1960, the Board would hear oral argument in the matter of

it8 aPPlication for prior approval of the acquisition of shares of

Ealltern Heights State Bank of St. Paul, St. Paul, Minnesota, pursuant
tO nm-A,

3(a),_%ye; of the Bank Holding Company Act. It was understood

that all interested parties would be appropriately notified.

Mr. Fauver, Assistant to the Board, entered the room during

going discussion and Mr. Nelson withdrew at this point.
the

I2I,L9y_ to Senator Robertson regarding S. 1342  (Item No. 7 
There

uad been distributed to the Board a memorandum dated December 14,

1959, from Mr. Noyes with a summary of the main provisions of S. 1342,
Pe de

Limited Profit Mortgage Corporation Act which introduced
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°n May 9, 1959, by Senator Javits of New York. Attached to the memo-

randum was a draft of a reply to Senator Robertson of Virginia, Chairman

°f the Senate Banking and Currency Committee, who had requested the

8c)ardt8
 views on S. 1342. This bill would create a Federal Limited

Profit 
Mortgage Corporation authorized to issue up to $2 billion in

tax-exempt obligations for the purpose of making long-term mortgage

1°ane to assist in providing new housing for moderate-income or

elderly 
households.

It was noted that the Board had recently received a letter

Senator Javits making inquiry concerning the Board's report on
frOm

the bill.

enclosing

Mr. Shay suggested that a letter be sent to Senator Javits

a copy of the Board's letter to Senator Robertson.

After incorporating a number of suggested changes, a letter

t° Senator Robertson was approved in the form attached hereto as

Item AT

Messrs. Thomas, Shay, Noyes, and Fisher then withdrew from
the meeting.

LtIVointment of a branch director  at Birmingham. Mr. Fauver

l'eacl to the Board a wire from Mr. Jack W. Warner accepting appointment
as a

director Of the Birmingham Branch. In the wire Mr. Warner said

he 111d take "leave of absence from the board of directors of the

?irst 
National Bank of Tuscaloosa." It was agreed by the Board that

Mrs Warner's plan to take a leave of absence would be in line with the
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practice of not having a Board-appointed branch director serve at the

same time as a director of a commercial bank.

Appointment of a branch director at Denver. In response to a

question from Governor Shepardson, Chairman Martin reported on the

status of the appointment of a director at the Denver Branch.

Reserve Bank capital accounts. Governor Balderston raised a

question as to the procedure for handling the matter of Reserve Bank

cal/ital accounts. Chairman Martin stated that the first item on the

4"nda of the Board's December 17 meeting would be a report on this

subieet bY Mr. Herz of Price Waterhouse & Company. Following a general

discussion, it was understood that the question of Reserve Bank capital

"counts 
would be considered by the Board after hearing from Mr. Herz.

The meeting then adjourned.

Secretary's Notes: Pursuant to the suggestion
contained in a memorandum dated December 14,
1959, from Mr. Allison, Special Consultant to
the Board, Governor Shepardson today approved
on behalf of the Board a change in Mr. Allison's
status as Special Consultant from a full-time
to an intermittent basis, effective January 1,
1960, with compensation at the rate of $15 per
day for each day worked for the Board either in

Washington or outside Washington, plus actual

necessary traveling expenses in accordance with
the Board's regulations for all time in travel

status, and with Orange, Virginia, as his head-

quarters for purposes of travel.
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Pursuant to the recommendations contained in
memoranda from Mr. Young, Director, Division
Of Research and Statistics, dated December 10,
1959, Governor Shepardson also approved today
on behalf of the Board:

the appointment of Paul F. Smith as Consultant on a tempo-
rary contractual basis, effective today through December
31, 1960, for consultation concerning the 1960 Survey of
Finance Companies, with the understanding that for purposes
Of travel his headquarters would be his home or office; and

the reappointment of Gertrude Weiss as Consultant on a
temporary contractual basis, effective January 1, 1960,
through December 31, 1960, for consultation in connection
with consumer surveys, with the understanding that for
purposes of travel her headquarters would be her home.

These actions were taken with the understanding
that compensation for both consultants would be
at the rate of 4,50 per day for each day worked
for the Board either in Washington or outside
the city, and, in accordance with the Board's
travel regulations, transportation and a per
diem in lieu of subsistence in the amount of
$12 for time spent in travel status in connection
with their assignments.

Pursuant to the recommendation contained in a
memorandum from Mr. Kern, Assistant Director,
Division of Administrative Services, dated
December 16, 1959, Governor Shepardson also
approved today on behalf of the Board the pay-
ment of a night differential to members of the
Board's night labor force working from 1:00 p.m.
to 5:00 p.m. on December 24, 1959, rather than
5:15 p.m. to 1:15 a.m.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
The Mogadore Savings Bank,
Mogadore, Ohio,

Gentlemen:

Item No. 1
12/16/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 16, 1959.

Pursuant to your request submitted through the
Federal Reserve Bank of Cleveland, the Board of Governors
approves the establishment of a branch at 1500 Canton Road
in the Village of Lakemore, Summit County, Ohio, by The
Mogadore Savings Bank, Mogadore, Ohio. This approval is
given provided the branch is established within six months
ar oritiesom the date of this letter and formal approval of State
th is effective at the time the branch is estab-

lished.

It is understood that action has been taken to

a
uthorizerequest the stockholders at the next annual meeting to

the sale of an additional 7,000 shares of capital
Stock at ;25 per share which will produce $115,000 of new
caPitaa.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 2
12/16/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 16 1959.

Board of Directors,
American Bank of Carlsbad,
Carlsbad, New Mexico.

Gentlemen:

Feder Pant to your request submitted through the
the Fedof  lit lerve Bank of Dallas, the Board of Governors of

Reserve System approves, under the provisions
ve,„!ection 24A, of the Federal Reserve Act, an additional in-ment in bank premises of $371500 by American Bank of

ebad, Carlsbad, New Mexico. This approval refers
to , to that purchase of property by the bank referredB ;11 Your letter of November 301 1.9591 to the Federal Reserve444 of Dallas.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 3
12/16/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 16, 1959.

Mr. Karl R. Bopp, President,
Federal Reserve Bank of Philadelphia,
Philadelphia 1, Pennsylvania.

Dear Mr. Bopp:

This refers to your letter of December 9 setting
forth an alternative thod of obtaining reports of deposits
and related items which would not require use of a weekly

Board 
:ekly reporting form such as that enclosed with the

letter of November 30, 1959.

tives and approves the proposal.

Copies of your letter and of this reply are beingforwarded to the other Federal Reservhelpful 
e Banks. It -;:ould be

if you would keen the Board and other Reserve Banks
c-dvised from time to time of progress on your proposal,
talticularly with ,-esncet to the reactions of the member
anks, the relative costs to your Bank, and any special

1))1211)1cras and their solutions that might be helpful to any
wier Reserve Bank in considering a similar procedure.

The Board is in complete accord with your objec-

Very truly yours,

(Signed) i1eri'7itt Sherman

Merritt Sherman,
Secretary.
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tt CO OF THE'

BOARD OF GOVERNORS

FEDERAL RESERVE SYSTEM
. 4

a 
* WASHINGTON 25. D. C.*
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°ear Sir:

Item No. 4

12/16/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 161 1959.

For your information, there are enclosed copies of

self-explanatory letters regarding a plan of one of the Federal

Reserve Banks to obtain daily information on deposits and re-

lated items from member banks. This would make unnecessary

the use of the suggested reporting form forwarded with the

Board's 
letter of November 301 1959.

Very trqly)yours,

Mem herman,
Sq'creüry.

To THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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TELEGRAM
LEASED WIRE SERVICE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

Item No. 5
12/16/59

December 16, 1959.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

At joint meeting of Presidents with Board on December 15,

1959, concern was voiced that bank relations problems might be

caused in certain districts if Reserve Banks insisted on weekly

zielx)rting of reserve data by country banks as provided for in

Board's letter of November 30.

Board's letter of November 24 (5-1716) indicated that

lieliable preliminary estimates of deposits and related items

votad 
satisfactorily serve desired purposes. Accordingly, Board

auggests that, where adequate bases for estimates are otherwise

available, each Reserve Bank use its own discretion as to extent

t° Ich it should insist on weekly reporting of deposits for

l'eaerve purposes by country banks during experimental period.

(Signed) Merritt Sherman

SHERMAN
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 6
12/16/59

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

December 21, 1959.

!IR MAIL REGISTERED
LtETURN RECEIPT REQUESTED

tir. John G. Dorsey,
m l)OrseJ Owen, Scott, Barber & Marquart,
lirat National Soo Line Building,
Mlnneapolis, Minnesota.

pear Mr. Dorsey:

gran+i- 
Reference is made to the Board's Order of October 2, 1959,

to First Bank Stock Corporation an opportunity for oral

;;pment before the Board in the matter of its application for

4-c)r approval of the acquisition of shares of Eastern Heights State

'.:!nk of St. Paul, St. Paul, Minnesota, pursuant to section 3(a)(2)
ur the Bank Holding Company Act of 1956.

The Board will hear oral argument, on behalf of the appli-

n in the gbove-mentioned matter, on January 6, 1960, at 10 a.m.,
,tst,la Board's offices, 20th Street and Constitution Avenue, N. W.,

the"-Lngton, D. C. It is requested that oral arguments on behalf of

bee applicant be completed within one hour. Said oral argument will

mn,°Pen to the public. However, no general announcement is being

i;:sT, although certain bank supervisory officials and in

'4ucing institutions have been advised.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASH I NGTON

The Honorable A. Willis Robertson,
Chairman, Banking and Currency Committee,
United States Senate,
Washington 251 D. C.

Dear Mr. Chairman:

Item No. 7
12/i6/59

OFFICE OF THE CHAIRMAN

December 17, 1959

This is in reply to a request for the Board's view's
°11 S. 1342, introduced March 9, 1959, a bill relating to a
Proposed Federal Limited Profit Mortgage Corporation.

The Board is especially concerned by the provisions
Of s. 1342 that would authorize an increase in the amount of
outstanding tax-exempt obligations by as much as "an aggregate
annual amount not to exceed S500,000,000 except that with the
approval of the President such aggregate annual amount may be
Increased at any time or times on or after July 1, 1960, by
additional amounts aggregating not more than $1,500,000,000

This is not the time to complicate current fiscal
Problems further by exempting a substantial volume of new
°blIgations, as the bill would authorize, iflooth as to principal
and interest, from all taxation imposed by the United States,or any State, county, municipality, or local taxing authority."
?uch a proposal would place generally upward pressures on
Interest rates in capital markets by offering what would in
e fect be federally-guaranteed tax-exempt obligations to compete
nth municipal bonds as well as taxable direct obligations of

re United States Government, not to mention corporate securities
38sued to finance growth in productive capacity, and various
I'llYPes of mortgages. In our judgment, such an effort to aid
.1 ilerate income families or the elderly by increasing the
2-411me of tax-exempt securities available to the wealthy is
r?stionable, and would result in a diversion of savings into
4̀118 type of activity.

Apart from the aspect of tax exemption, the Boardalso - .in .questions the appropriateness of so considerably increas-
, g the contingent liabilities of the Federal government through

guaranty of the kind proposed in S. 1342.
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The Honorable A. Willis Robertson -2-

The Board notes that a number of provisions of the

H°using Act of 1959 were designed specifically to offer further
assistance toward providing nonprofit moderate-income housing

and housing for the elderly, backed by the existing system of
FRA.mortgage insurance. The Board believes that it would be

. desirable to observe the effectiveness of these measures before

determining whether additional legislation might be needed.

Sincerely yours,

(Signed) WM. Mee. Martin, Jr.

Wm. McC. Martin, Jr.
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