
Minutes for January 27, 1960.

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
minutes 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.
If 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

Wednesday, January 27, 1960. The Board met in the Board Room at

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman
Mr. Szymczak
Mr. Robertson
Mr. Shepardson
Mr. King

10:00 a.m.

Mr. Sherman, Secretary
Mr. Thomas, Adviser to the Board
Mr. Young, Adviser to the Board
Mr. Shay, Legislative Counsel
Mr. Molony, Assistant to the Board
Mr. Fauver, Assistant to the Board
Mr. Hackley„ General Counsel
Mr. Noyes, Director, Division of Research and

Statistics
Mr. Solomon, Director, Division of Examinations
Mr. Hexter, Assistant General Counsel
Mr. Chase, Assistant General Counsel
Mr. Nelson, Assistant Director, Division of

Examinations
Mr. Landry, Assistant to the Secretary

Discount rates. The establishment without change by the Federal

Reserve Banks of Boston, Atlanta, and St. Louis on January 25, 1960, of

the rates on discounts and advances in their existing schedules was

$.p..!l9y21 unanimously, with the understanding that appropriate advice

Vould be sent to those Banks.

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

beert circulated to the members of the Board and copies of which are

4ttached to these minutes under the respective item numbers indicated,

approved unanimously:
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Letter to Clark State Bank, Clark, New Jersey,

granting an extension of time to accomplish

admission to membership in the Federal Reserve

System.

Letter to State-Planters Bank of Commerce and

Trusts, Richmond, Virginia, approving an extension

Of time to establish a branch at 1101 Azalea Avenue.

Item No.

1

2

Meeting with Mr. Friedman and his counsel. There had been

distributed copies of a letter from Cole, Grimes, Friedman and
 Dietz,

dated January 22, 1960, requesting a meeting with the Board
 relative to

the application of section 8 of the Clayton Act to the services by Mr.

Sidney Friedman as a director of the Meadow Brook National Bank of

Dlassau County and of Commercial Bank of North America. The question

Qf Mr. Friedman's dual service as a director had first come to the

Board's attention early in 1959, and the Board's letter of January 12,

1960, to the New York Reserve Bank reaffirmed an earlier co
nclusion

that serving as a director of these two banks did not fall withi
n the

Drovisions of exception 5 to section 8 of the Clayton Act, or footnote 8

°f the Board's Regulation L, Interlocking Bank Directorat
es Under the

Clayton Act.

Mr. Hackley reviewed the consideration given the
 Friedman case by

the staff as well as the solicitation from the Reserve Banks of views o
n

the question of a possible amendment to Regulation L that would permit

cltlal service in similar circumstances. He noted that Mr. Friedman and
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his counsel,Mr. Levine, had discussed this matter on at least two

occasions with the staff and, in view of the Board's decision on

January 8, 1960, against amending Regulation L, he expressed doubt

that any useful purpose would be served by another meeting with them,

although he saw no objection to such a meeting.

Mr. Solomon concurred with this view, stating that it was

entirely a question for the Board to determine.

The Chairman noted that it was desirable from the public

relations viewpoint to accede to requests of this nature if the Board

had the necessary time, and there was agreement with his suggestion

that Mr. Friedman be informed that the Board would meet with him on

February 2, 1960 at ten o'clock in the morning.

Letter to Senator Kuchel (Item No. 3). A letter from Senator

Kuchel of California, dated January 15, 1960, requested Board comment

on two suggestions that had been made to him concerning home finance.

Copies of a draft reply had been distributed to the Board prior to the

meeting indicating that the first proposal, if enacted, would seriously

impair the liquidity of the commercial banking system and that the

second proposal, calling for a review of current laws regulating

savings and loan associations, did not fall within the scope of the

130ard's operations.

During the discussion of the draft letter several suggestions

were made for changes in wording, following which the letter was unani-

Inolasly approved in the form attached as Item No. 3.
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Letters to to Senator Robertson and Congressman Spence (Items 4 

aad 5). In a letter dated January 14, 1960, Senator Robertson of Virginia,

Chairman of the Senate Banking and Currency Committee, requested a report

from the Board on S. 2755, a bill "to assist in the promotion of economic

stabilization by requiring the disclosure of finance charges in connection

With extensions of credit." This bill had been introduced by Senator

Douglas of Illinois and a companion bill, H.R. 9515, had been introduced

in the House by Congressman Reuss of Wisconsin. Copies of a draft report

on the bill had been distributed on January 25, 1960.

A discussion of the draft report ensued, during which certain

Clarifying changes were agreed upon. Following this discussion, a

letter to Senator Robertson in the form attached as Item No. 4 was

Unanimously approved, with the understanding that a similar report

Would be sent to Congressman Spence, Chairman of the House Banking and

Currency Committee, regarding H.R. 9515. A copy of the letter to

Chairman Spence is attached as Item No. 5.

Messrs. Young and Shay withdrew from the meeting at this point.

Release of information by a member bank to an insurance company. 

Mr. Solomon reported receipt of a telephone call on January 26, 19
60,

rrom the New York Reserve Bank informing the Board that The Gotham

ilank of New York City had made available to an American insurance

company certain of the examination reports of that Bank as well as

correspondence between it and the New York Reserve Bank without the
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Prior knowledge of the latter. The inspection of this material in its

files was incident to The Gotham Bank's endeavor to get surety coverage

from the insurance company following termination of the surety bond held

for it by Lloyds of London, England. The insurance company had requested

coPies of the correspondence referred to before agreeing to underwrite

the risk in this case. He noted that there was nothing of consequence

in the correspondence and that this question might not fall within the

rules of procedure of the Board. In any event, it seemed to him de-

sirable to permit the release of the requested information, and he

suggested that the New York Reserve Bank be authorized to inform The

Gotham Bank that there was no objection to this procedure. He added

that he thought it advisable for the Reserve Bank to make it clear that

the insurance company should be instructed that no further disclosure of

the contents of the correspondence should be made.

Governor Robertson commented that the distribution of copies of

corre spondence between The Gotham Bank and the Reserve Bank did not

itIvolve the Board in any way, unlike the examination reports of the

41eMber bank, which were clearly identified as property of the Federal

Reserve System. His view was that the Reserve Bank should be informed

that this was the case and that the question of giving copies of the

letters referred to was one for The Gotham Bank to decide.

There was no indication of disagreement with Governor Robertson's

sUggestion, and Mr. Solomon was authorized to transmit this view to the

4e4 York Reserve Bank.
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At this point, Mr. Nelson withdrew from the meeting.

Correspondence with past Chairmen and Deputy Chairmen. Chairman

Martin said that Mr. Molony had prepared a draft of letter that would

transmit to former Chairmen and Deputy Chairmen of the Federal Reserve

Banks the remarks made by himself (Chairman Martin) at last December's

meeting of the Conference of Chairmen with the thought that it would

be advisable to keep in touch with former Chairmen and Deputy Chairmen

by occasional mailings of this kind. He noted that it had been suggested

that such letters might go out under Vice Chairman Balderston's signature

rather than his own. He then called for comments.

Governor Balderston voiced approval of the plan to maintain

contact with past Chairmen and Deputy Chairmen in this manner, noting

that Mr. Fauver had prepared a list of approximately 50 names in this

category as well as a smaller list of past Presidents to whom occasional

letters of the type suggested could be sent. As he saw it, future letters

could be sent out under the Secretary's signature transmitting copies of

various statements that would be of interest to the persons on the

lling lists referred to.

In the discussion that followed, there was general concurrence

14 the idea of sending Chairman Martin's December statement to former

Chairmen and Deputy Chairmen of the Federal Reserve Banks as well as

former Board members and Reserve Bank Presidents. It was also suggested
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that at least the initial mailing be made over Chairman Martin's

signature. A further suggestion was that all former Reserve Bank

directors might be included in future mailings. At the conclusion of

the discussion it was understood that, as an experiment, the statement

that Chairman Martin had made at the December meeting of the Conference

of Chairmen would be sent to former Reserve Bank Chairmen and Deputy

Chairmen, former members of the Board of Governors, and former Reserve

Bank Presidents and First Vice Presidents over the Chairman's signature.

It was further understood that the staff should give consideration to

the suggestion that future mailings include a larger group of Reserve

Bank directors.

Messrs. Thomas, Molony and Noyes withdrew from the room at

this point.

Director at the Minneapolis Reserve Bank. Chairman Martin

Observed that a vacancy still existed among Class C directors at the

141nneapolis Federal Reserve Bank, since Mr. John M. Musser had not been

able to accept appointment.

Following a discussion, it was decided that Mr. Atherton Bean,

President of International Milling Company, Minneapolis, Minnesota,

Should be tendered appointment for the remainder of the three-year term

beginning January 1, 1960, if it were ascertained that he was eligible

44(1 would accept; if not, similar steps would be taken to tender the

4PPointment to Mr. Paul B. Wishert, President of Minneapolis-Honeywell

IlegUlator Company, Minneapolis.
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Mr. Fauver then withdrew from the meeting.

Meeting with President Hayes and Messrs. Roosa and Crosse.

Chairman Martin reported that President Hayes of the New York Reserve

Bank had expressed the desire to meet with the Board to discuss the

question of maximum interest rates payable on savings and time deposits

Wider the Board's Regulation Q, Payment of Interest on Deposits, and

that he had asked if it would be agreeable for him to bring Messrs.

Roosa and Crosse, Vice Presidents of the Bank, to such a meeting with

him.

There being no objection, it was agreed that such a meeting

lgould be held on February 9, 1960, either immediately following the

conclusion of the Open Market meeting on that day or early that same

afternoon.

The meeting then adjourned.

Secretary's Note: On January 26, 1960,

Governor Shepardson approved on behalf

of the Board the following items:

Memoranda from appropriate individuals concerned recommending
the following actions affecting the Board's staff:

EXtension of maternity leave

,. Joan D. Hosley, Statistical Assistant, Division of Research and
tatistics, to be continued on a leave-without-pay status until
Pebruary 6, 1960.

Change in headquarters 

Louis W. Zidek, Federal Reserve Examiner, Division of Examinations,
to change headquarters from San Francisco, California, to Washington,D.

-, effective immediately.
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°Itsideteagactivitl.'

Warrick E. Elrod, Jr., Economist, Division of International

Finance, to teach a course in Economic Theory (at George Washington

University) on Monday and Wednesday evenings.

Letter to the Federal Reserve Bank of Atlanta (attached Item

approving the appointment of Joseph N. Belflawer as assistant
examiner.

Secretary

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



316

i%

-0444,4.4.

BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 1
1/27/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 27, 1960

Mr. Cuddle E. Davidson, President,

Clark State Bank,
Clark, New Jersey.

Dear Mr. Davidson:

In accordance with your request submitted

through the Federal Reserve Bank of New York, the Board

of Governors extends to July 19, 1960, the time within

which Clark State Bank may accomplish admission to

membership in the Federal Reserve System under the

authority contained in our letter of August 21, 1959.

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.

Board of Directors,
State—Planters Bank of Commerce and Trusts,
Richmond, Virginia.

Gentlemen:

Item No. 2
1/27/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 27, 1960.

Pursuant to your request submitted through the
Federal Reserve Bank of Richmond, the Board of Governors
extends to September 6, 1960, the time within which
State—Planters Bank of Commerce and Trusts may, under the

authority granted in the BoardIs letter of March 6, 1959,
establish a branch at 1101 Azalea Avenue, Richmond,
Virginia.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.

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



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

The Honorable Thomas H. Kuchel,
United States Senate,
14ashington 25, D. C.

Dear Senator Kuchel:

Item No. 3
1/27/60

OFFICE OF THE CHAIRMAN

January 28, 1960.

This is in reply to your letter of January 15, 1960,

setting forth two proposals made to you concerning residential

financing.

The first proposal would instruct the Federal Reserve

Board that stability in mortgage lending is in the national

interest, and would require member banks by law to invest annually
$10 billion solely in VA-guaranteed and FHA-insured mortgage loans,
at or close to par, and would compel the banks to hold such loans
for at least five years.

It is not clear whether the proposal would require member

banks to increase their net holdings of Federally-underwritten

mortgages by 410 billion annually, or whether it would require

member banks to originate or acquire 410 billion annually in new

loans of this type. As indicated by the information which follows,

however, the member bank quota would exceed either the annual

volume of new lending on Federally-underwritten mortgages by all

types of lenders, or the net annual change in holdings of these

mortgages by such lenders, in 1958 and in 1959 as well as in

nearly every other year.

Assuming that the proposal refers to changes in loans

outstanding, a $10 billion annual increase in member bank holdings
of Federally-underwritten mortgages would be almost double the

average annual increase over the last five years in all types of

member bank loans and investments outstanding. Such a requirement,

therefore, would make it impossible for member banks to perform

their more normal functions of making loans to industry and agri-

culture to finance current production, loans on commercial and

industrial properties, loans to builders for construction, and

Investing in Federal, State,and local securities.
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The honorable Thomas H. Kuchel. - 2

If enacted, such a provision would seriously impair the

liquidity of the commercial banking system. As you know, commercial

bank liabilities are essentially of a short-term nature in the form

of deposits payable on demand. As a result, commercial bank loans

and investments must also be essentially short-term in order to

preserve the degree of liquidity necessary to meet bank liabilities.

Banks have customarily, by law and practice, confined their holdings

of real estate mortgages to some proportion of their time deposits.

To require member banks to invest a0 billion yearly in long-term

mortgages, even though Federally-underwritten, would increase

their holdings of these loans within five years by 450 billion, or

by more than six times their current holdings. To compel them to

make any long-term investment, without regard for the character

of bank liabilities, is financially unsound. Many banks would

undoubtedly withdraw from the Federal Reserve System rather than

be subject to a requirement which would adversely affect their

financial condition..

Moreover, it should be noted that the a0 billion annual

quota of Federally-underwritten mortgages, mentioned in the pro-

Posal, is very large as compared with the recent volume of such

financing. In terms of new loans, for example, all types of lenders

made approximately 0.3 billion in Federally-underwritten mortgages
during 1958, and $9.5 billion during 1959, the second largest amount

on record. In terms of loans outstanding, all lenders increased

their net holdings of Federally-underwritten mortgages about 43.6

billion during 1958, and by $4.4 billion during 1959. In no year

has the total increase in Federally-underwritten mortgages outstand-

ing exceeded 46.5 billion. Of the at.4 billion total net increase

in 1959, member bank holdings increased by approximately -4;1600 million.

The second suggestion would call for a review of current

laws regulating savings and loan associations, with the thought of

Providing additional legislation to insure that savings and loan

lending operations conformed to established banking procedures with

regard to mortgage lending.

Federally-chartered savings and loan associations, and

State-chartered associations that are members of the Federal home

Loan Bank System, are, of course, now subject to a degree of Federal

supervision involving periodic reviews of their lending operations.

Information as to the nature of that supervision, and the need, if

any, for additional legislation to strengthen it, could best be

Obtained from the Federal home Loan Bank Board.
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The Honorable Thomas h. huchel. - 3

hope that these comments will prove useful.

Sincerely yours,

(signed) Vitt. McC. Martin, Jr.

Wm. McC. Martin, Jr.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WAS H I NGTON

The Honorable A. Willis Robertson,
Chairman, Committee on Banking and Currency,

United States Senate,
Washington 25, D. C.

Dear Mr. Chairman:

Item No. 4
1/27/60

OFFICE OF THE CHAIRMAN

January 28, 1960

This is in response to your request of January 14, 1960,

for a report on S. 2755, a bill "To assist in the promotion of

economic stabilization by requiring the disclosure of finance

Charges in connection with extensions of credit".

The bill would require a person engaged in the business

of extending credit to furnish to the person to whom such credit

is extended a statement in writing, in accordance with rules and

regulations which the Board of Governors of the Federal Reserve

System would prescribe, (1) setting forth the total amount of the

finance charges to be borne by such person in connection with such

extension of credit, and (2) stating the percentage that such

amount bears to the outstanding principal obligation, or unpaid

balance, expressed in terms of simple annual interest.

The Board is in full accord with the objective of this

bill as stated by Senator Douglas when it was introduced: "to

require lenders and vendors to tell the truth about interest

rates and finance charges." Its purpose appears to be similar

to that of statutes requiring full disclosure of the terms of

instalment sales that have been enacted in a number of States,

including Illinois, California, Massachusetts, and New York. The

bill is also consistent with the "Trade Practice Rules" of the

Federal Trade Commission which require disclosure of finance
Charges in connection with automobile instalment sales.

It seems clear, however, that the bill is concerned with

the regulation of certain trade practices and that, as indicated
by Senator Douglas, it is not directed at control of the volume

of credit. The principal functions of the Board are in the field

of monetary and credit regulation through the banking system.

Extension of the Board's duties into the field of fair trade
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practices as contemplated by this bill would be foreign to the
Board's present responsibilities. In addition, whatever agency
is charged with administering the bill, certain of the provisions
of the bill would require that agency to determine the effective-
ness of the enforcement machinery of the Federal Trade Commission
and of each State having a similar statute and would thus give
rise to serious administrative difficulties.

Accordingly, the Board strongly endorses the objective
of the disclosure requirements of the bill, but believes that it

would not be appropriate to vest the Board with responsibility
for administering its provisions.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

INWL. McC. Martin, Jr.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WAS

The Honorable Brent Spence,
Chairman,
Committee on Banking and Currency,

House of Representatives,
Washinriton 25, D. C.

Dear Mr. Chairman:

Item No. 5
1/27/60

OFFICE OF THE CHAIRMAN

January 28, 1960

This is in response to your request of January 20, 1960:

for a report on H. R. 9515, a bill "To assist in the promotion of

economic stabilization by requiring the disclosure of finance

charges in connection with extensions of credit."

The bill would require a person engaged in the business

of extending credit to furnish to the person to whom such credit

is extended a statement in writing, in accordance with rules and

regulations which the Board of Governors of the Federal Reserve

System would prescribe, (1) setting forth the total amount of the

finance charges to be borne by such person in connection with such

extension of credit, and (2) stating the percentage that such

amount bears to the outstanding principal obligation, or unpaid

balance, expressed in terms of simple annual interest.

The Board is in full accord with the objective of this

bill as stated by Senator Douglas when he introduced a similar

bill on January 7: "to require lenders and vendors to tell the

truth about interest rates and finance charges." Its purpose

appears to be similar to that of statutes requiring full dis-

closure of the terms of instalment sales that have been enacted

in a number of States, including Illinois, California, Massachusetts,

and New York. The bill is also consistent with the "Trade Practice

Rules" of the Federal Trade Commission which require disclosure

of finance charges in connection with automobile instalment sales.

It seems clear, however, that the bill is concerned with

the regulation of certain trade practices and that, as indicated

by Senator Douglas, it is not directed at control of the volume

of credit. The principal functions of the Board are in the field

of monetary and credit regulation through the banking system.

Extension of the Board's duties into the field of fair trade
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practices as contemplated by this bill would be foreign to the

Board's present responsibilities. In addition, whatever agency

is charged with administering the bill, certain of the provisions

of the bill would require that agency to determine the effective-

ness of the enforcement machinery of the Federal Trade Commission

and of each State having a similar statute and would thus give

rise to serious administrative difficulties.

Accordingly, the Board strongly endorses the objective

of the disclosure requirements of the bill, but believes that i
t

would not be appropriate to vest the Board with responsibili
ty

for administering its provisions.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm. 14,cC. Martin, Jr.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. J. E. Denmark, Vice President,

Federal Reserve Bank of Atlanta,

Atlanta 31 Georgia.

Dear Mr. Denmark:

Item No. 6
1/27/60

ADDRESS orricam. CORRESPONDENCE

TO THE •DARO •

January 261 1960

In accordance with the request contained

in your letter of January 201 1960, the Board ap-

proves the appointment of Joseph N. Belflower as an

assistant examiner for the Federal Reserve Bank of

Atlanta. Please advise as to the date on which the

appointment is made effective.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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