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Minutes of the Board of Governors of the Federal Reserve System

on Friday, January 31, 1964. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mt. Mills
Mr. Robertson
Mt. Shepardson
Mr. Mitchell
Mr. Daane

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Broida, Assistant Secretary

Mr. Young, Adviser to the Board and Director,
Division of International Finance

Mr. Brill, Director, Division of Research

and Statistics

Mr. Holland, Associate Director, Division of
Research and Statistics

Mr. Koch, Associate Director, Division of
Research and Statistics

Mr. Partee, Adviser, Division of Research
and Statistics

Mr. Furth, Adviser, Division of International
Finance

Mr. Mattras, General Assistant, Office of the
Secretary

Mr. Axilrod, Chief, Government Finance Section,
Division of Research and Statistics

Mr. Eckert, Chief, Banking Section, Division
of Research and Statistics

Mrs. Teeters, Economist, Division of Research
and Statistics

Mr. Baker, Economist, Division of International
Finance

Mr. Gemmill, Economist, Division of International
Finance

Money market review. There were distributed charts and tables

relating to the Federal fiscal position, U. S. transactions in foreign

stocks, foreign transactions in U. S. corporate stocks, and monetary

developments during the four-week period ended January 29, 1964.
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Mr. Holland reported on recent developments in the money market

and bank credit, after which Mrs. Teeters discussed the Federal fiscal

position, with particular reference to probable effects of tax reduction.

Mr. Gemmill reported on recent developments in the foreign exchange

market.

All members of the staff then withdrew except Messrs. Sherman,

Kenyon, Broida, Brill, and Mattras and the following entered the room:

Mr. Hackley, General Counsel

Mr. Solomon, Director, Division of Examinations

Mr. Kelleher, Director, Division of Administrative
Services

Mr. Hooff, Assistant General Counsel

Mr. Leavitt, Assistant Director, Division of

Examinations

Discount rates. The establishment without change by the Federal

Reserve Banks of Chicago and San Francisco on January 30, 1964, of the

rates on discounts and advances in their existing schedules was approved

Unanimously, with the understanding that appropriate advice would be sent

to those Banks.

Circulated or distributed items. The following items, copies of

which are attached to these minutes under the respective item numbers

indicated, were approved unanimously:

Letter to State Bank of St. Charles, St. Charles,

Illinois, approving an investment in bank premises.

Item No. 

1
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Letter to Midway National Bank of Cedar Falls,

Cedar Falls, Iowa, approving the application
for membership in the Federal Reserve System
made on behalf of Midway Bank & Trust, the

State bank into which Midway National proposed
to convert.

Letter to the Secretary of the Federal Advisory

Council suggesting topics for inclusion on the

agenda for its forthcoming meeting.

Item No.

2

3

In connection with  Item No. 2, Governor Mills noted that the

primary objective in the proposed conversion of Midway National Bank

into a State bank was to take advantage of Iowa law that provides a 20

per cent limit on loans to single borrowers rather than the 10 per cent

limit allowed national banks. The Board had opposed an increase in the

loan limit of national banks, as recommended by the Comptroller of the

Currency. However, in approving the membership application made on

behalf of Midway Bank & Trust, the Board would in a sense be saying that

it had no complaint about the proposed conversion of the national bank

to State status in order to obtain the benefit of the higher loan limit.

He did not feel that such a posture was improper; a bank should be entitled

to operate under State law if it chose. Actually, the Board's attitude,

in relation to the Comptroller's proposed legislation, was to oppose a

lowering of banking standards but, if one did not get to the bottom of the

matter, it might appear as though the Board was guilty of an inconsistency

in its action on the current application.
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Governor Mills Mills also noted that he had recently received a visit

from a delegation of Kansas bankers during which there was some discussion

of the Board's position on the Comptroller's proposal. One banker com-

plained, maintaining that banks in Kansas were in need of a highe
r loan

limit, but another banker took the opposite position, statin
g that the

established limit was proper and action to rai
se it would not be appro-

priate.

Mr. Sherman reported that he had received
 a visit from two members

of the Federal Legislative Committee of the American Bankers Association

who advised that the Committee had taken a favo
rable view toward the

Positions expressed by the Board with 
regard to recent legislative pro-

posals in the banking area, with two exceptions. The Committee' felt that

banks should be allowed to particip
ate in the underwriting of revenue

bonds and, by a vote of 14 to 10, it 
also felt that the loan limit of

national banks should be raised fro
m 10 to 15 per cent. The bankers

reportedly were strongly opposed to 
any change in the Board's current

rule applicable to absorption of exchang
e charges, and it was said that

renewed efforts were going to be made 
to prevent abuses.

With reference to Item No. 3, the letter, as approved, reflected

certain changes suggested by members o
f the Board in the draft that had

been distributed.

Report on competitive factors (Pittsbu
rgh, Pennsylvania). A

report to the Comptroller of the Curr
ency on the competitive factors
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involved in in the proposed consolidation of The Union National Bank of

Pittsburgh and Commonwealth Bank and Trust Company, both of Pittsburgh,

Pennsylvania, was approved unanimously for transmittal to the Comptroller.

The conclusion read as follows:

While the proposed consolidation of The Union

National Bank of Pittsburgh and Commonwealth Bank

and Trust Company, Pittsburgh, would not have serious

adverse competitive effects on other banks, it would

eliminate competition existing between these two

institutions.

In addition, consummation of this transaction

would eliminate a significant alternate source of

banking services in downtown Pittsburgh and further

the already heavy concentration of banking resources

in a few large banks in the six-county area in which

applicants operate.

The over-all effect of this proposed consolidation

on competition would be clearly adverse.

Application of First State Bank of Minot (Item No. 4). There

had been distributed memoranda from the Division of Examinations dated

January 17 and 28, 1964, regarding the application of First State Bank

Of Minot, Minot, North Dakota, for membership in the FOderal Reserve

System. The January 17 memorandum recommended that the application be

denied on the grounds that the proposed capital structure would be

inadequate since the bank had planned to sell $100,000 of capital

debentures. The January 28 memorandum noted that certain officials of

First State Bank had now indicated that they favored a capital structure

Of $340,000 composed only of common stock, surplus, and undivided profits,
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and that such a capital structure would be considered at a stockholders'

meeting on February 6, 1964. The Division of Examinations therefore

recommended that the application be approved subject to the two standard

conditions of membership and a further condition that at the time the

bank opened for business it would have total capital funds of $340,000,

including at least $125,000 of common stock, an equal amount of surplus,

and the balance undivided profits. The Division of Examinations also

recommended that the Board advise the Federal Reserve Bank of Minneapolis

that the application had been approved if assurance was received that the

Minot bank had provided the stipulated equity capital funds.

Mr. Leavitt noted that the recommended procedure would be in line

With the Board's general practice of taking action only on the basis of

existing conditions.

Governor Robertson suggested, however, advising the applicants

informally prior to the stockholders' meeting that the Board would

approve the membership application if the indicated equity capital were

Provided. Other Board members seconded this suggestion, it being pointed

out that knowledge of the Board's prospective action might be
 helpful

to the stockholders in reaching a decision on capital structure.

After further discussion, the Board approved the application on

condition that the stipulated capital funds were
 provided, and it was

understood that the applicants would be advised 
informally, through the

Minneapolis Reserve Bank, of the Board's position.
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Secretary's Note: On February 7, 1964, the
Federal Reserve Bank of Minneapolis advised

by telegram that the stockholders of the

applicant bank (now to be known as First

Western State Bank of Minot) had agreed to
a capital structure consisting of $160,000
of common stock, $112,000 of surplus, and
$112,000 of undivided profits, making a total
structure of $384,000 with no capital debentures
to be sold. Accordingly, there was sent to
the applicant bank under date of February 10,
1964, the letter of which a copy is attached
as Item No. 4.

Distribution of System book (Item No. 5). There had been

distributed a memorandum from Mr. Young dated January 28, 1964, recom-

mending that the policy for distributing the fifth edition of The Federal

Reserve System: Purposes and Functions be the same as in connection

with the distribution of the preceding edition. A draft letter to the

Presidents of the Federal Reserve Banks reflecting this recommendation

was attached.

After discussion, the Board approved the recommendation and the

draft letter with the understanding that the letter would be revised

in certain respects, principally to indicate the major changes in the

booklet from the preceding edition. A copy of the letter, as sent, is

attached to these minutes as Item No. 5.

Proposed interagency study. Governor Robertson informed the

Board that he had been advised by Mr. Greensides of the Federal Deposit

Insurance Corporation in a telephone call that the Chairman of the

Corporation had proposed, and the Comptroller of the Currency was agreeable
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to, the establishment of a staff committee to work toward obtaining

uniformity of computer usage in the examination process, along with

uniformity of examination reports and call reports. Governor Robertson

stated that he had expressed the view that the Board would probably be

willing to cooperate in such a study.

After discussion, the Board agreed that participation in such

a study was warranted, with representation at a high staff level.

Acquisition of banks. Mr. Solomon reported information that

had been obtained by the Division of Examinations from the Federal Reserve

Bank of St. Louis regarding activities of a group of persons who had

gained control of two State member banks, The Citizens Bank of Windsor,

Windsor, Missouri, and Farmers Bank of Lincoln, Lincoln, Missouri. The

same group of persons reportedly had also gained control of at least

two nonmember banks and one national bank in the Eight and Tenth Districts.

All of the banks involved were currently under simultaneous examination

by the appropriate supervisory agencies, and the Federal Bureau of

Investigation had been advised of certain aspects of the situation.

The meeting then adjourned.

Secretary's Notes: On January 30, 1964,

Governor Shepardson approved on behalf of

the Board the following items:

Memorandum from the Division of Data Processing recommending

acceptance of the resignation of Marjorie G. Duke, Digital Computer

Programming Assistant in that Division, effective at the close of

business February 14, 1964.
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Letter to to the Federal Reserve Bank of Chicago (attached Item No. 6)
approving the appointment of Dennis M. Feld as assistant examiner.

Governor Shepardson today approved on

behalf of the Board the following items:

Memorandum from the Division of International Finance recommending

an increase in the basic annual salary of Katherine M. Bulow from $4,090

to $4,355, with a change in title from Clerk-Typist to Clerk-Stenographer

in that Division, effective February 2, 1964.

Letter to the Federal Reserve Bank of Boston (attached Item No. 7)

regarding arrangements for the assignment to the Board's Division of

Examinations of Walter 0. Farrell, an examiner for the Bank, for a period

of approximately two months beginning February 10, 1964.

t
Secretary
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BOARD OF GOVERNORS Item No. 1
OF THE 1/31/6)-I-

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

• ADOVIEB5 OFFICIAL CORRESPONDENCE

TO THE BOARD

January 31, 1964.

Board of Directors,
State Bank of St. Charles,
St. Charles, Illinois.

Gentlemen:

The Board of Governors of the Federal Reserve System approves
an additional investment in bank premises of not to exceed $1851000 by
State Bank of St. Charles in connection with its current building
Program, This amount is in addition to the $4001000 investment approved
by the Board on June 121 1963.

It is understood that a whoily-owned affiliate, organized to
hold title to bank premises, has a commitment for a $4501000 real estate
mortgage, with which to finance the major part of construction. The
bank's investment in said premises will be limited to $212,2001 the
amount of capital stock of the affiliate plus land, buildings, and cash
transferred from the bank and shown as paid-in surplus on the books of
the affiliate.

Very truly yours,

(Signed Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
Midway National Bank of
Cedar Falls,

Cedar Falls, Iowa.

Gentlemen:

Item No. 2
1/31/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 31, 1964.

The Board of Governors of the Federal Reserve System approves
the application of Midway Bank & Trust, Cedar Falls, Iowa, made on its

behalf by Midway National Bank of Cedar Falls, for stock in the Federal
Reserve Bank of Chicago effective if and when the State bank opens for

business subject to the numbered conditions hereinafter set forth:

1. Such bank at all times shall conduct its business and

exercise its powers with due regard to the safety of

its depositors, and, except with the permission of the

Board of Governors of the Federal Reserve System, such

bank shall not cause or permit any change to be made in

the general character of its business or in the scope

of the corporate powers exercised by it at the time of

admission to membership.

2. The net capital and surplus funds of such bank shall be

adequate in relation to the character and condition of

its assets and to its deposit liabilities and other

corporate responsibilities. '

In connection with the foregoing conditions of membership, par-
ticular attention is called to the provisions of the Board's Regulation H,
regarding membership of State banking institutions in the Federal Reserve
ystem, with especial reference to Section 208.7 thereof. A copy of the

regulation is enclosed.

If at any time a change in or amendment to the bank's charter
is made, the bank should advise the Federal Reserve Bank, furnishing
copies of any documents involved, in order that it may be determined
Whether such change affects in any way the bank's status as a member of
the Federal Reserve System.
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It is noted that under authority granted by the State of Iowa
the bank may exercise full fiduciary powers, although such powers are
not currently being exercised by the converting national bank. Should
the State bank at any future time desire to broaden its scope of corporate
activities or exercise any powers not exercised at the time of admission
to membership, it will be necessary, under condition of membership
numbered 1, to obtain permission of the Board of Governors.

Acceptance of the conditions of membership contained in this
letter should be evidenced by a resolution adopted by the board of
Directors of the aational bank on behalf of the State bank. After the
conversion is accomplished, the Board of Directors of the State bank
should ratify by resolution, the action of the directors of the national
bank, and a certified copy of such resolution should be filed with the
Federal Reserve Bank. Arrangements will be made to issue the appropriate
amount of Federal Reserve Bank stock to the bank.

The time within which admission to membership in the Federal
Reserve System in the manner described may be accomplished is limited
to 30 days from the date of this letter, unless the bank applies to the
Board and obtains an extension of time. When the Board is advised that
all of the requirements have been complied with and that the appropriate
amount of Federal Reserve Bank stock has been issued to the bank, the .
Board will forward to the bank a formal certificate of membership in the
Federal Reserve System.

The Board of Governors sincerely hopes that you will find
continued membership in the System beneficial and your relations withthe Reserve Bank pleasant.

Very truly yours,

(signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.

Enclosure.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr. Herbert V. Prochnow, Secretary,
Federal Advisory Council,
c/o The First National Bank of Chicago,
Chicago, Illinois.

Dear Mr. Prochnow:

322
Item No, 3
1/31/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE •OAR0

January 31, 1964

The Board suggests the following topics for inclusion on the
agenda for the meeting of the Federal Advisory Council to be held on
February 17, 1964, and for discussion at the joint meeting of the Council
and the Board on February 18:

1.

2.

Domestic economic conditions and prospects.

A. What are the views of the Council as to the economic
outlook for the remainder of this year? To what extent
are these views influenced by the tax legislation now
under consideration in Congress?

B. What effect does the Council expect the forces of
supply and demand in the markets for funds to have on
interest rates during the rest of 1964?

Banking developments.

A. What is the Council's judgment regarding the demand for
commercial and industrial loans over the next six months?

B. What is the Council's judgment with regard to the demand
for mortgage loans over the same period?

C. Have Council members observed any recent change in the
willingness of banks to continue to add to their port-
folios of longer term tax-exempt securities?

D. Do Council members believe that the ability of many banks
to issue negotiable time certificates of deposit is being
restricted by the current interest rate ceilings under
Regulation Q?
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E. Have Council members observed any changes in the

standards banks are employing in judging their own

liquidity positions?

F. What is the attitude of Council members toward the pro-

posal sometimes made that regulation of interest rates

on time and savings deposits be put on a standby basis?

3. Foreign lending by U. S. banks.

A. What is the current situation with respect to foreign

demand for loans from U. S. banks?

B. What does the Council anticipate with respect to such

demands in coming months?

4. Monetary policy.

What are the Council's views regarding the effective-

ness of recent monetary and credit policy?

Very truly yo rs 2

14, k,,A ex
Merritt Sherman;)

Secretary.
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BOARD OF GOVERNORS
OF THE

FEDEPAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Organizing Committee,
First Western State Bank of Minot,
Minot, North Dakota.

Gentlemen:

Item No. 4
1/31/64

ADDRESS orriciAL CORRESPONDENCE
TO THE "WARD

February 10, 1964.

The Board of Governors of the Federal Reserve System ap-
proves the application made on behalf of First Western State Bank of
Minot, Minot, North Dakota, for stock in the Federal Reserve Bank of
Minneapolis, effective if and when the bank opens for business under
appropriate State authorization, subject to the numbered conditions
hereinafter set forth.

1. Such bank shall at all times conduct its business
and exercise its powers with due regard to the safety
of its depositors, and, except with the permission of
the Board of Governors of the Federal Reserve System,
such bank shall not cause or permit any change to be
made in the scope of the corporate powers exercised
by it at the time of admission to membership.

2. The net capital and surplus funds of such bank Shall
be adequate in relation to the character and con-
dition of its assets and to its deposit liabilities
and other corporate responsibilities.

3. At the time of admission to membership, such bank
Shall have paid-in and unimpaired capital stock of
not less than $160,000, surplus of not less than
$112,000, and undivided profits of not less than
$112,000.

In connection with the foregoing conditions of membership,
Particular attention is called to the provisions of the Board's
Regulation HI regarding membership of State banking institutions in
the Federal Reserve System, wfth especial reference to Section 208.7
thereof. A copy of the Regulation is enclosed.

If at any time a change in or amendment to the bank's
Charter is made, the bank should advise the Federal Reserve Bank,
furniehing copies of any documento involved, in order that it maybe determined whether or not such change affects the bank's status
ss a member of the Federal Reserve Syntem.
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First Western State Bank of Minot -2-

Acceptance of the conditions of membership contained in this
letter should be evidenced by a resolution adopted by the board of
directors after the bank's Certificate of Authority to Commence Busi-
ness has been issued. A certified copy of such resolution, together
with advice of compliance with the provisions of condition numbered 31
should be transmitted to the Federal Reserve Bank of Minneapolis.
Arrangements will thereupon be made to accept payment for an appro-
priate amount of Federal Reserve Bank stock, to accept the deposit of
the required reserve balance, and to issue the appropriate amount of
Federal Reserve Bank stock to the bank.

The time within which admission to membership in the Federal
Reserve System in the manner described may be accomplished is limited
to 45 days from the date of this letter, unless the bank applies to the
Board and obtains an extension of time. When the Board is advised that
all of the requirements havp been complied with and that the appropriate
amount of Federal Reserve Bank stock has been issued to the bank, the
Board will forward to the bank a formal certificate of membership in
the Federal Reserve System.

The Board of Governors sincerely hopes that you will find
membership in the System beneficial and your relations with the Reserve
Bank pleasant. The officers of the Federal Reserve Bank will be glad
to assist you in establishing your relationships with the Federal
Reserve System and at any time to discuss with representatives of your
bank means for making the services of the System most useful to you.

Very truly yours,

(Signed) Elizabeth L. Carmichael.

Elizabeth L. Carmichael,
Assistant Secretary.

Enclosures.
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Dear Sir:

BOARD OF GOVERNORS Item No. 5
OF THE 1/31/64

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 31, 1964.

An advance copy of the 50th Anniversary Edition of The Federal
Reserve System: Purposes and Functions is enclosed. Major changes in
this revision are the inclusion of chapters on the organization of the
Federal Reserve System for policy making, on the open market policy pro-
cess, and on the balance of payments. It is expected that general dis-
tribution .f the book will be made early in March and that the copies
requested by your Bank will be forwarded at that time. All copies will
be bound in paper and will be available without charge upon request.

It is planned to make an initial distribution of the book to
the following groups: directors of Federal Reserve Banks and branches;
Federal Advisory Council; national bank, State bank, and Federal Deposit
Insurance Corporation supervisory officials; Banking and Currency Com-
mittees of the House and Senate; Joint Economic Committee; foreign
central banks; selected Government officials; banking association
Officers; selected newspapers and periodicals; head offices of all
banks in the United States; and public libraries.

Aside from filling orders already received, there will be no
initial distribution of the book from the Board's offices to teachers
and libraries of educational institutions. Individual Federal Reserve
Banks may wish to circularize educational groups on their mailing lists
as to the availability of the book.

Very truly yours,

r- - -(--,N

'''....t., ',,,4 Ai' ' ̀ ..,1-- ‘ ,-1.,-. ,-. r 1

Merritt SherMan,
Secretary.

Enclosure.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr. Leland Ross, Vice President,

Federal Reserve Bank of Chicago,

Chicago, Illinois 60690.

Dear Mr. Ross:

Item No. 6
1/3i/64.

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 30, 1964.

In accordance with the request contained in your

letter of January 22, 1964, the Board approves the appointment

of Dennis M. Feld as an assistant examiner for the Federal

Reserve Bank of Chicago. Please advise the effective date of the

appointment.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,

Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25; D. C.

Mr. George H. Ellis,
President,
Federal Reserve Bank of Boston,
Boston, Massachusetts 02106.

Dear Mr. Ellis:

Item No. 7
1/31/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 3, 1964.

In accordance with the tentative arrangements made with

Vice President Hoyle by the Board's Division of Examinations, it
is understood that your Bank will make available, for a period of

approximately two months, beginning February 10, 1964, the services
of Mr. Walter 0. Farrell, an Examiner for your Bank. While in

Washington, Mr. Farrell will be assigned to the foreign banking

section of the Board's Division of Examinations, but it is also
hoped he will have an opportunity to become generally familiar with
the work of the Division as a whole and to visit other divisions of
the Board. While on assignment in Washington, Mr. Farrell will be
designated as a Federal Reserve Examiner.

It is understood that the Federal Reserve Bank of Boston
will absorb all of Mr. Farrell's salary and travel expenses in
connection with the assignment.

The Board of Governors appreciates the cooperation of
your Bank in making the services of Mr. Farrell available during
this period.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.


