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Minutes of the Board of Governors of the Federal Reserve System

on Tuesday, May 12, 1964. The Board met in the Board Room at 10:00 a.m.

Reserve

PRESENT: Mt. Martin, Chairman

Mt. Balderston, Vice Chairman

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

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Young, Adviser to the Board and Director,

Division of International Finance

Mr. Noyes, Adviser to the Board

Mr. Cardon, Legislative Counsel

Mr. Fauver, Assistant to the Board

Mr. Hackley, General Counsel

Mr. Brill, Director, Division of Research and

Statistics
Mr. Farrell, Director, Division of Bank Operations

Mr. Solomon, Director, Division of Examinations

Mr. Hexter, Assistant General Counsel

Mr. Shay, Assistant General Counsel

Mr. Hooff, Assistant General Counsel

Mr. Dembitz, Associate Adviser, Division of

Research and Statistics

Mr. Furth, Adviser, Division of International

Finance
Mr. Daniels, Assistant Director, Division of

Bank Operations

Mr. Leavitt, Assistant Director, Division of

Examinations

Mrs. Semia, Technical Assistant, Office of the

Secretary

Mr. Eckert, Chief, Banking Section, Division of

Research and Statistics

Mr. McKee, Technical Assistant, Division of Bank

Operations

Discount rates. The establishment without change by the Federal

Bank of Boston on May 11, 1964, of the rates on discounts and

advances in its existing schedule was approved unanimously, with the

Understanding that appropriate advice would be sent to that Bank.
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Circulated items. The following items, copies of which are

attached to these minutes under the respective item numbers indicated,

were approved unanimously:

Item No.

Letter to The Merrill Trust Company, Bangor, Maine, 1

413Proving an extension of time to establish a branch
in Hampden.

Letter to Edward W. Schietinger, Pittsburgh, Pennsylvania, 2

regarding payment of interest on a particular deposit.

Proposed revision of Regulation Q (Item No. 3). There had been

distributed a memorandum dated April 23, 1964, from the Legal Division

regarding a proposed general revision of Regulation Q, Payment of Interest

011 Deposits. The Board had given the Legal Division this assignment in

Mid-1963, and there had been an initial discussion on October 10, 1963,

Of preliminary proposals contained in a memorandum from the Legal Division

dated September 27, 1963. The present memorandum contained extensive

background and analytical material, on the basis of which the Legal

13ivision submitted nineteen specific recommendations. Of these recom-

Inendations, discussion at today's meeting disclosed general agreement

fla.°11g the members of the Board as to the following:

Recommendation 3: That the portion of the definition of

.”.vings deposit relating to notice of withdrawal be amended (through
1-anguage suggested in the memorandum) to prohibit savings deposits
Olat are payable at a specified maturity or after the expiration of
4 specified period after the date of deposit.

Recommendation 4: That the definition of "time certificate

°Ia deposit" be amended in such a way as to exclude any deposit that

clgalifies as a savings deposit.
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Recommendations 5 and 6: That paragraphs (2) and (3) of

section 217.1(e) of Regulation Q be amended (through language

sUggested in the memorandum, and restoration of certain provisions

clroPped in 1962) so as to preclude certain practices deemed to

constitute improper use of savings deposits.

Recommendation 8: That, as a matter of arrangement, para-

graphs (2) and (3) of section 217.1(e) be transferred to the last

section of the Regulation, relating to "withdrawal of savings deposits."

Recommendation 13: That no action be taken to prohibit time
depo sits with alternative maturities.

Recommendation 15: That Regulation Q be amended (through

language suggested in the memorandum) to include a provision that

would make a reduction in the maximum rate of interest applicable

to outstanding contracts, except to such extent as the Board might

sPecifically exempt such outstanding contracts; but that the amend-

ment expressly exclude (1) deposit contracts entered into before the

effective date of the proposed amendment, and (2) deposits with
Maturities of less than one year.

Recommendation 16: That subsection (e) of section 217.3,

l'Ihich provides in effect that a time deposit continues to be such

Until its maturity, be omitted from the Regulation as no longer
necessary.

Recommendation 18: That subsection (d) of section 217.4,
relating to payment of time deposits before maturity in case of

Unanticipated need, be changed to conform substantially to the
corresponding provisions of the comparable regulation of the Federal

Posit Insurance Corporation, and that certain editorial changes be

Ms.de in the section. Language to implement this recommendation was

suggested in the memorandum.

Recommendation 19: That section 217.5 of Regulation Q, relating
to the statutory requirement that no member bank shall waive any require-

Ment of notice except as to all savings deposits having the same require-

!ent, be condensed and simplified by substitute language suggested in the
meMorandum.

The Legal Division's Recommendation I related to one of the contro-

versial points involved in any revision of Regulation Q, namely, the

definition of savings deposit. As stated in the memorandum, when Regu-

lation Q was first issued in 1933 savings deposits were defined as deposits
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made for for "bona fide thrift purposes," but it was soon found that such

a subjective definition was impracticable. In 1936 the Regulation was

amended to define savings deposits in terms of the nature of the deposi-

tor, i.e., an individual or an "organization operated primarily for

religious, philanthropic, charitable, educational, fraternal, or other

similar purposes and not operated for profit." That definition, however,

had given rise to many questions of interpretation. In December 1963

the Comptroller of the Currency ruled that national banks could accept

savings deposits from business corporations, and shortly thereafter the

Board reiterated its position that the definition of savings deposits in

RegUlation Q did not embrace deposits of business corporations.

Among the many alternative approaches to this problem (in addition

to retention of the present definition), the following were set out in

the memorandum:

(a) Savings deposits could be limited to individuals.

(b) The present definition could be retained, but with

an amount limitation as to deposits of nonprofit organizations of

the kinds described in the definition.

(c) Savings deposits could be made available to any type

or depositor, but with a requirement of at least 30 days' written

4°t1oe for any withdrawal, except in emergencies with sacrifice of

interest on the amount withdrawn for a period of 90 days.
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(d) Savings deposits might be defined as including depos-

it 8 of (1) individuals, regardless of amount and without requiring

notice of withdrawal; (2) nonprofit organizations of any nature,

vithout an amount limitation but with a requirement for not less

than 30 days' notice of withdrawal; and (3) any other organization,

including business corporations, but with an amount limitation as

as a requirement for not less than 30 days' notice. Notice of

vithdrawal with respect to deposits of organizations could be waived

0n1Y in emergencies.

(e) Savings deposits could be made available to individ-

Ileas and to nonprofit organizations regardless of their nature, but

Ifith an amount limitation on deposits of such organizations.

(f) Savings deposits could be made freely available to any

I3ers0n or organization, including business corporations, but with an

e'llacUnt limitation either as to all savings deposits or only as to

clePosits of corporations and other organizations.

After comments on the effect and relative merits of the several

811gge5ted alternatives, the memorandum stated the Legal Division's

Recommendation 1: That the Board adopt the approach described in

e'lternative (e). Language was offered that would embody such a defini-

tl°n of savings deposit, the suggested amount limit for deposits of

11°nProfit organizations being $10,000.
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After Mr. Hackley, at the invitation of the Board, had commented

O n the various alternatives, Chairman Martin remarked that the suggested

limitation of $10,000 caused him to hesitate because savings deposits

had been changing so rapidly. For example, mutual savings banks had at

°fle time limited deposits to $5,000, but it was understood that many

would now take up to $25,000.

Governor Mills stated that he would accept the Legal Division's

recommendation of alternative (e), possibly with the $10,000 limitation

increased to $20,000 or $25,000 for nonprofit organizations, but he would

!lot admit other corporate funds into savings.

Governor Robertson indicated that although he could accept

Governor Mills' view, he would prefer alternative (d), allowing savings

dePosits to individuals, without either amount or withdrawal restrictions;

to nonprofit organizations of any nature, without amount limitation but

With 30 days' notice of withdrawal; and to any other organization, includ-

ing business corporations, with both amount and withdrawal restrictions.

Governor Mills commented that under that alternative business

c°rPorations would merely have available a different form of time certifi-

e4te of deposit. It was difficult for him to conceive any advantage in

that; moreover, he believed that there would be great turmoil if the

ederal Reserve should subject savings deposits to withdrawal requirements.

Governor Shepardson expressed agreement with the Legal Division's

l'ecommendation, which, it seemed to him, came the nearest of the several
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alternatives to to meeting the problems that had been encountered. He

had no particular brief for the suggested $10,000 amount limitation,

and thought it might be raised.

Governor Mitchell expressed a preference for a variation of

alternative (d), with no amount or withdrawal restrictions placed on

deposits of either individuals or nonprofit organizations, but with

business organizations subject to requirement of 30 days' notice of

vithdrawal. Although there might be nonprofit organizations that would

abuse the freedom from withdrawal notice under the definition he favored,

he did not believe that this would present a problem of any great magni-

tude. He thought it would be appropriate to allow business corporations

to have savings deposits if they were required to give 30 days' notice.

Something comparable to the convenience enjoyed by large corporations

through the use of negotiable certificates of deposit would be provided

to 
small corporations that had idle funds available. As for an amount

limitation, he would start with $10,000 for business corporations.

Governor Mills commented that adoption of the proposal to allow

business corporations to have savings deposits would place the Federal

Reserve in the posture of encouraging a large-scale diversion of demand

clePosits into time deposits. This raised the question whether such a

*lift would be good for the banking system and for the economy.

Governor Mitchell observed that a bank would not be compelled

to °fifer its depositors services up to the full permissible latitude.
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The requirement of 30 days' notice of withdrawal would be a constant

requirement, and it would make the deposit quite different from a demand

account.

Mr. Hexter remarked, on the question of a shift of demand deposits,

that even a $10,000 limit might not be much restraint. A corporation

might find it worth while to distribute a fairly substantial amount over

the country in various banks, and could similarly use savings and loan

associations.

Governor Balderston stated that the pleas of bankers that they

be allowed to compete with savings and loan associations seemed valid

at least as far as deposits of governmental units were concerned. He

14culd favor allowing banks to accommodate townships, etc., and to accept

school funds, probably with an amount limitation. However, he noticed,

843 had Chairman Martin, that amount limitations tended to rise over the

Years. He was not in favor of according businesses the savings deposit

Privilege. Thus his choice of the several alternatives came largely to (e)

Be as not certain whether it was worth while to put a $10,000 limitation

0r1 deposits of nonprofit organizations; if it was $10,000 to start with,

in five years it might have been moved up to $25,000.

There ensued further discussion during which Mr. Hackley suggested

that,
in view of the misgivings that had been expressed as to the desir-

abilitY of limiting savings deposits of nonprofit organizations to $10,000,

the Board might wish to consider placing no amount limitation on them.

Any limitation was bound to give rise to questions.
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Mr. Brill commented that, in addition to the acknowledged admin-

istrative difficulties of any dollar limitation and the accompanying

Possibilities of evading the intent of the Regulation, there was also

a problem regarding small businesses. Consideration should be given to

Whether adequate banking facilities would be provided for the type of

business organization for which certificates of deposit were

Such an organization, so far as investment opportunities for

idle funds were concerned, was automatically thrown into the

Such associations might provide the only

thousands of sm.1l cSourc

port 

not feasible.

temporarily

savings and

outlet for

After further discussion of probable administrative problems,

Chairman Martin stated that the majority view appeared to favor the

recommendation of the Legal Division that savings deposits be made avail-

able to individuals and to nonprofit organizations regardless of their

nature, with a limitation of $25,000 on deposits of such organizations.

The discussion then turned to the Legal Division's Recommendation 2,

that no specific amendment be adopted for the purpose of making deposits

or trustees in bankruptcy eligible as savings deposits. The Division's

4ril 23 memorandum noted that a special problem related to the status

Or such deposits. The Board had ruled that they did not qualify as

savings deposits under the present Regulation because those having bene-

f al interests in the deposit (creditors of the bankrupt) would undoubt

Y include business corporations. However, at the time the matter was
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considered, the Board had given some consideration to the desirability

of an amendment to the Regulation that would permit deposits of trustees

in bankruptcy to be classified as savings deposits.

Governor Mitchell expressed the view that, with the definition

of savings deposit being broadened to allow the privilege to any organi-

zation not operated for profit, it would be legalistic and discriminatory

to exclude deposits of trustees in bankruptcy. Mr. Hackley remarked that

he did not believe it was discriminatory, in that the trustee held funds

for the benefit of the estate, and most of the beneficial interest was

in corporations. In response, Governor Mitchell pointed out that none

°2 the beneficiaries had anything to say as to haw the funds should be

distributed. Moreover, it was a competitive hardship on banks to be

unable to offer savings deposit service to trustees in bankruptcy when

savings and loan associations could.

After a discussion of the status of various other kinds of trustees

a° far as eligibility for savings deposits was concerned, Governor Robertson

suggested that trustees in bankruptcy be specifically allowed such deposits,

with a maximum of $25,000.

Governor Mills demurred that, in the light of the Legal Division's

'view that those were by and large corporate funds, it would be inconsistent

to admit corporate funds to savings accounts when they arose out of trustee-

when the privilege was foreclosed to ordinary corporate funds.
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Governor Robertson pointed out that a trustee in bankruptcy was

a government instrumentality in charge of the funds, and Mr. Hexter

added that, since the corporate beneficiaries presumably would take a

LOSS anyway, it might be reasonable to afford the trustee's funds greater

Privileges than were given to ordinary corporate deposits.

Governor Mills commented that, while he was inclined to the

view that had been termed legalistic, he would go along reluctantly with

aliming trustees in bankruptcy to have savings deposits, with a limit

Of $25,000, if the Board was disposed to that view.

Further discussion indicated a consensus in favor of permitting

t
rustees in bankruptcy to hold savings deposits.

As preface to the Legal Division's Recommendation 7, the memo-

of April 23, 1964, noted that clause (ii) of paragraph (3) of

section 217.1(e) exempted from the prohibition against periodic transfers

°f credit only transfers for the purpose of enabling the bank of deposit,

O n the depositor's behalf, to make payments on real estate loans. In

1962 the New York Reserve Bank suggested that additional exceptions be

Provided with respect to (1) transfers for the purpose of paying install-

due on any loan made by the depository bank to the depositor, (2)

transfers to effect the purchase of United States Savings Bonds on behalf

°f the depositor, and (3) transfers of funds to time deposits. All of

these proposed additional exceptions would involve "internal" transactions,

48 distinguished from periodic withdrawals from the savings account to

meet obligations of the depositor to third persons; they would not appear
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t° be inconsistent with the purpose of a savings deposit or tend to break

down the distinction between savings and demand deposits. Similar argu-

ments could be made in favor of a further exception that would permit

Periodic transfers from a savings deposit to be made to the trust depart-

ment of the bank of deposit for accumulation in a trust pension fund

maintained by the trust department for the depositor's benefit. The

Legal Division's Recommendation 7 offered language that would write these

suggested exceptions into the Regulation.

Mr. Hackley commented that, while it was always risky to add

exceptions, those suggested might be justified in that they were all for

internal purposes rather than to enable the depositor to pay debts to

third persons, and the Legal Division recommended them. In response to

4 question from Chairman Martin as to whether there might be other requests

ror exceptions, Mr. Hackley expressed the view that there undoubtedly

14oul4 be. One probable request was that the depositor be allowed to

4rrange with his bank for periodic transfers to pay educational expenses.

Rovever, that exception, like others that might be requested, could be

denied as involving an external arrangement. He pointed out that in one

l'espect the recommendation was more restrictive than the present Regula-

tion. At present, transfers to pay installments on a real estate loan

were permitted, regardless of who made the loan, whereas the recommended

cullerldment would limit the exception to loans made by the depository bank.

After discussion, Recommendation 7 was accepted.
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The Legal Division's Recommendation 9 was that the Regulation

include in the section defining a "payment of interest" a statement

that such term does not include "the payment or absorption of expens
es

in connection with the furnishing of customary banking services to t
he

depositor." The Division's April 23 memorandum explained that in

unPublished interpretations the Board had heretofore held that absorp
tion

Of the costs of customary banking services, such as the printing of c
hecks,

safe deposit boxes, armored car services, etc., did not result in a

PaYment of interest on deposits. Recommendation 9 was intended to bring

into focus the question whether these interpretations should be reflected

in Regulation Q in the form of either general language or specific pro-

in order to make the Regulation more specific and to enable

Member banks to know exactly what the "rules" were. However, it was

Isecognized that there might be some advantage in not crystallizing th
e

interpretations in regulatory language.

Discussion disclosed a general view that it would be preferable

tO leave the subject matter of Recommendation 9 to interpretation. It

/las Pointed out that the use of such a term as "customary banking ser
vices"

could give rise to many questions as to what banking services were

customary. At the end of the discussion it was agreed not to adopt

Recommendation 9.

Recommendation 10 was that, with respect to premiums, the defini-

tion of a "payment of interest" Should exclude "the payment of cash 
or
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the actual cost of articles given by the bank or the giving of credit

to deposit accounts as a promotional or advertising device, if such

Payments or credits are made or given on an irregular basis and in no

event more than once in a period of 18 months, and do not in any instance

exceed $5 in amount." The Legal Division's memorandum pointed out that

the Board had held that the giving of premiums, including cash, in nominal

amounts and on a "nonrecurring" basis was merely a form of legitimate

advertising and not a payment of interest. The memorandum also gave

e amPles of questions that had arisen that seemed to point to the desir-

ability of including in the Regulation a provision in such terms as the

reC ommendation contemplated.

Governor Mitchell suggested that to deal with the problem effec-

tively, only premiums in kind should be allowed. He could readily

understand that a banker would like to be able to offer some attractive

item as a means of getting new accounts; the kernel of the problem was

to 
Prohibit the giving of money for that purpose. He was inclined to

ta.vor the use of the word "nonrecurring" rather than "irregular."

Governor Robertson commented that this subject was of interest

also to the Federal Home Loan Bank Board, which would like to have pay-

ments specifically limited to premiums in kind. (Staff responses indicated

that the Federal Home Loan Bank Board now had detailed regulations on

the giving Of premiums.)
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There was a consensus that Recommendation 10 should be accepted,

although Governor Mitchell expressed an interest in seeing the language

Proposed for inclusion in the Regulation redrafted.

In explanation of Recommendation 11, the Legal Division's memo-

randum noted that section 217.2 of Regulation Q prohibits member banks

rrom paying interest on demand deposits, directly or indirectly, by any

device whatsoever, except (1) as to interest accruing before August 24,

1937, on deposits made by savings banks; (2) interest accruing before

August 24, 1937, on deposits of public funds or trust funds, where pay-

zent of interest is required by State law; and (3) payment of interest

in accordance with the terms of a contract lawfully entered into before

atIne 16, 1933, or before the bank became a member of the Federal Reserve

System, with a requirement that no such contract may be renewed unless

111°dified to eliminate provision for payment of interest on demand deposits

48 soon as possible consistently with the bank's contractual obligations.

411 of these provisions except the one last mentioned were now wholly

Obsolete. The same section of the Regulation contained the present

general definition of a "payment of interest," which logically should

4PPear in section 217.1, relating to definitions of terms. The Legal

Division's Recommendation 11  therefore was that section 217.2 be revised

to eliminate all of the exceptions but the one with respect to payment

°r interest before a bank became a member of the System, and that the

8e4tence defining a payment of interest be transferred to an appropriate
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Place in section 217.1, with such expansion of the definition as the

Board might eventually approve.

During discussion, Mr. Hackley indicated that even the exception

relating to contracts entered into by a bank before it became a member

of the System was now virtually obsolete. He therefore suggested that

the recommendation be expanded to call for deletion of that exception

along with the others.

Discussion disclosed a consensus that the recommendation,

exPanded as suggested by Mr. Hackley, should be adopted.

For reasons set out in the April 23 memorandum, the Legal Divi-

Si°n suggested that some simplifying changes of a nonsubstantive nature

Might be desirable in section 217.1 of the present Regulation Q, in which

"tinle certificates of deposit" and "time deposits, open account" were

defined. The Division's Recommendation 12 was that separate definitions

Otthose terms be eliminated, and that the term "time deposit" be redefined

in such terms as "any deposit, other than a savings deposit, evidenced

bY 4 certificate or other instrument, whether negotiable or nonegotiable,

by any other form of written agreement, that provides for payment of

the deposit to a specified person or his order or to bearer either (1)

°II 4 specified date not less than 30 days after the date of the deposit,

°I' (2) at the expiration of a specified period of time not less than

30 clays after the date of the deposit, or (3) upon notice in writing

that is actually required to be given not less than 30 days before the



f U••• •

5/12/64 -17-

date of payment." After suggesting that certain incidental changes

also be made in footnotes, the memorandum commented on the effect that

the proposed revised definition would have upon the treatment of various

kinds of deposits.

During discussion, Governor Mitchell pointed out that banks

tended to keep their accounts in conformance with regulatory classifi-

cations, and he raised the question whether elimination of separate

definitions for time certificates of deposit and time deposits, open

account might make it more difficult to gather call report and other

statistics. Responses from the research staff, however, indicated that

no substantial problem was anticipated in that respect. No further ob-

Jection to Recommendation 12 was expressed.

The Legal Division's Recommendation 14 was that the Regulation

Include a clarifying footnote to the following effect: "In the case of

a time deposit with alternate maturities, e.g., payable one year after

date or, in the alternative, upon 30 days' written notice, the rate of

interest paid by the bank on the deposit from the date of such deposit

1713aY not exceed the maximum rate prescribed by the Board of Governors

1311rsuant to this Part applicable to the alternative maturity actually

selected by the depositor." This footnote reflected the position the

toard had heretofore taken that the applicable maximum rate of interest

depended upon the alternative maturity actually selected by the depositor.

14/14ever, it was noted that in some cases this position might give rise



.41

5/12/64 -18-

to seeming hardship and possible confusion. For example, if a depositor

had a long-term certificate maturing after, say, 5 years, and if he

exercised his alternative right to withdraw upon 30 days' notice during

the middle of the fifth year, he could receive no more than one per cent

interest from the original date of the deposit, even though the bank

lgould have had the use of his funds for a long period of time. Moreover,

such a situation might give rise to a serious customer-relations problem

if the bank had been paying or crediting interest currently at 4 per cent,

since, under the Board's rulings, the bank would have to make an adjust-

ment at the time of payment of the deposit so that the net interest paid

Igould not exceed one per cent. It was suggested, therefore, that con-

ceivably the rule could be liberalized so as to require payment of interest

at the lower rate only for the period from the last preceding interest-

PaYment date rather than from the original date of deposit.

During discussion, Governor Robertson expressed the view that

it would be well to liberalize the rule as suggested by the Legal Division,

e'lld other members of the Board indicated concurrence with this view.

The Legal Division's Recommendation 17 was that the Supplement

to Regulation Q be amended to permit payment of interest on a savings

clePosit at a rate not in excess of 4 per cent per annum, irrespective

°11 the period of time the deposit had remained on deposit with the bank.

The present Supplement had provided, since January 1962, that the maximum

rlIte payable on a savings deposit shall be 3-1/2 per cent if the deposit
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has remained in the bank for less than 12 months, and 4 per cent if it

has remained in the bank for 12 months or more. This provision had

given rise to considerable confusion and questions of interpretation,

Particularly as to the payment of a bonus at the end of the first

Year/ i.e., one-half of one per cent in addition to the 3-1/2 per cent

Paid currently during the first year. Moreover, it was difficult to

reconcile the fact that, since July 17, 1963, a member bank could pay

1113 to 4 per cent on a 90-day time deposit, whereas it could not pay

More than 3-1/2 per cent on a savings deposit that had remained in the

bank for many months but less than a year.

The tenor of discussion was that the split ceiling for interest

rates payable on savings deposits according to the length of time they

had been left on deposit should be abandoned. The Legal Division's

Recommendation 17 was therefore accepted.

The discussion then turned to procedural matters, the outcome

being an understanding that the Legal Division would prepare a tentative

draft of revised Regulation Q1 on the basis of the views expressed at

t°dars meeting, which would be sent to the Reserve Banks for their com-

ments. It was also understood that the draft revision of the Regulation

//olald not be sent to the Comptroller of the Currency or to the Federal

DePosit Insurance Corporation for comments until after the views of the

Reserve Banks had been received and considered by the Board. Question

\gas raised as to the desirability of consultation with the banking
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community, but the consensus was that representatives of the banking

industry need not be consulted at this stage.

A copy of the letter sent to the Presidents of the Federal Reserve

Banks on may 25, 1964, transmitting a tentative revision of Regulation Q

Prepared pursuant to the understanding at this meeting is attached as

Item No 3

Messrs. Shay and McKee then withdrew from the meeting.

Payment of interest on deposits (Item No. 4). Pursuant to the

understanding at the meeting on April 29, 1964, there had been distributed

a revised draft of reply to a letter of March 24, 1964, from Chairman

Robertson of the Senate Committee on Banking and Currency requesting the

Iloardis views on the merits of Regulation Q and on the general policy

Of re gulating the maximum interest rates payable on savings deposits

(assumed to include time deposits) at commercial banks.

Governor Shepardson raised a question whether the proposed reply

141ght present an opportunity to suggest clarification of the prohibition

111 section 19 of the Federal Reserve Act of the payment of interest on

a'ellland deposits "directly or indirectly, by any device whatsoever." In

(liscussion of this point, however, members of the Board expressed a pref-

erence for deferring such a suggestion.

After further discussion during which several changes in wording

l'rere agreed upon, the letter to Chairman Robertson, as revised, was

oved unanimously. A copy of the letter in the form in which it was
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transmitted on May 13, 1964, is attached as Item No. 4. Copies of the

letter were sent to the Presidents of the Federal Reserve Banks for their

information.

Messrs. Young, Brill, Hexter, Hooff, Dembitz, Furth, Leavitt,

and Eckert then withdraw from the meeting.

Coin shortage (Item No. 5). There had been distributed a draft

°f letter to the Presidents of the Federal Reserve Banks outlining the

ramifications of the coin shortage problem, requesting that the Reserve

Banks review their rationing procedures to insure the most equitable

distribution of available coin, requesting comments or suggestions as

to possible means of alleviating the shortage, and attaching a list of

various suggestions toward that end that had come to the Board's atten-

tion.

During discussion certain changes in the proposed reply were

agreed upon, following which the letter, as thus revised, was approved

Ilnanimously. A copy of the letter, as sent, is attached as Item No. 5.

Messrs. Noyes and Cardon then withdrew from the meeting.

Elimination of sorting requirements (Item No. 6). There had been

distributed a memorandum dated April 221 1964, from Mr. Farrell, prepared

at the request of Governors Balderston and Daane, regarding a suggestion

that membership in the Federal Reserve System might be made more attractive

if the Federal Reserve Banks would accept unsorted deposits of cash items.

The 
suggestion contemplated that (1) member banks would deposit with the
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Reserve Banks only one unsorted cash letter; (2) the Reserve Banks would

themselves make the sort between immediate and deferred credit items,

and) in the latter case, between one-day and two-day items; and (3) the

Reserve Banks would Pass credit to the depositing banks for the sorted

Cheeks on the basis of the existing tine schedule. The memorandum noted

that over many years somewhat similar proposals had been offered, usually

accompanied by suggestions for passing credit for the deposits on a flat

basis - for example, to give immediate or one-day credit for all items - this

corollary proposal being considered necessary to avoid major operating dif-

ficulties.

The principal objections to the present proposal were (1) the

additional cost of check collection operations that would be involved;

(2) the necessary additional work would require earlier deposit deadlines,

44a depositing member banks would lose one day's credit for all items

that could not meet those deadlines; (3) uncertainty as to what part of

a Package of checks would be given immediate credit and what part would

be
given deferred credit would result in uncertainty as to a member bank's

l'eserve position for the day; and (4) experience had shown that reductions

In sorts had not significantly increased the use of Federal Reserve check

eqlection services. In 1938, with a maximum seven-day deferment schedule,

Per cent of all member and nonmember clearing banks were sending cash

items to the Reserve Banks; in 1963, with a maximum deferment schedule of

days, 43.1 per cent of such banks were using the Federal Reserve check
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collection services. Surveys made in 1947 indicated that the more

important reasons for not using Federal Reserve check collection services

included (1) the willingness of correspondent banks to accept nonpar

Checks, which made it easier to send all items to correspondents rather

than some to correspondents and some to the Reserve Banks; (2) the desire

cr some banks to have reserve accounts remain as inactive as possible

in order to avoid the work and cost of watching such accounts carefully;

(3) the desire to avoid the sorting and accounting work required by the

Federal Reserve credit availability schedules; and (4) the desire to

Oaintain an active relationship with correspondent banks in order to have

available services other than check collection.

In conclusion and summary, the memorandum stated that through

conversations with commercial bankers and others, the Reserve Banks were

actively considering ways to improve the collection of checks. Substantial

advancement in that direction depended to a large extent on expansion in

alnount encoding by depositing banks so that greater use could be made of

high-speed equipment. Improvement proposals were still in the discussion

tage and no firm decisions of a major nature had been made. However,

the "no sort" possibility seemed to be losing favor, partly because of

the Problems it would create and partly because it would in many instances
de 14y rather than expedite the collection of checks.

Governor Balderston commented that members of the New Jersey

laankers Association, who had offered the proposal for elimination of
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sorting requirements during a recent visit, had been of the view that

it would save money and enable them to bypass their correspondents. He

thought he had seen in the proposal an added service by the Federal

Reserve that, by increasing the attractiveness of System membership,

would help to close a gap that seemed to him to be widening. He had

been surprised to find that the Reserve Banks were playing a less signifi-

cant role in the process of providing check money to the country than they

(lid some years ago, despite the advances that had been made in the use

or high-speed equipment. This gave him real concern; he was disturbed

3.8 to what was happening to the Federal Reserve in the whole picture.

Governor Robertson expressed the view that the System had not

sPent enough money on developing high-speed equipment. As he saw it,

the Federal Reserve had not exercised strong leadership in this field.

Governor Balderston remarked that the estimated increase in the

cost of the check collection function did not seem excessive when related

to the increased attractiveness of System membership, to which Governor

116hertson added that another value received would be the ability to pro-

/ride better public service.

After further discussion, Governor Robertson suggested that Mr.

s memorandum of April 22, 1964, be sent to the Presidents of the

Pecleral Reserve Banks for comment. A copy of the letter with which the

illemorandum was subequently transmitted to the Reserve Bank Presidents

is attached as Item No. 6.

The meeting then adjourned.
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Secretary's Notes: Governor Shepardson
today approved on behalf of the Board
the following items:

Letter to the Federal Reserve Bank of Philadelphia (copy attached
4S Item No. 7) regarding arrangements whereby Martin I. Kleppe, an
Assistant Examiner for the Bank, would be assigned to the Board's
Division of Examinations for a period of approximately three months
be ginning May 18, 1964.

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

fltnnts

Constance J. Comella as Clerk-Stenographer, Division of Personnel
,A..dzinistration, with basic annual salary at the rate of $3,880, effective
L'he date of entrance upon duty.

Millicent R. Hudnall as Clerk-Stenographer, Division of Personnel
2Qmlnistration, with basic annual salary at the rate of $3,880, effective
Ole date of entrance upon duty.

TtaaELaE!

t. . Catherine Cole, from the position of Stenographer in the Legal
2ls1on to the position of Secretary in the Division of Research and
?
tIr
atistics, with no change in basic annual salary at the rate of $4,215,

'Ilfective upon assuming her new duties.

Carol Polievka, from the position of Clerk-Typist in the Division
Administrative Services to the position of Clerk-Stenographer in the

4Z1vision of Research and Statistics, with no change in basic annual salary
c't the rate of $4,195, effective upon assuming her new duties.

Governor Shepardson today noted on behalf
of the Board a memorandum from the Division
of Data Processing advising that Helen R.
Grunwell, Chief Draftsman in that Division,
had filed application for retirement,
effective at the close of business May 31,
1964.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
The Merrill Trust Company,

Bangor, Maine.

Gentlemen:
•

Item No. 1
5/12/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

May 121 1964

The Board of Governors of the Federal

Reserve System extends until November 5, 1964,
the time within which The Merrill Trust Company,

Bangor, Maine, may establish a branch in the

business district of Hampden, Maine.

Very truly yours,

(Signed) Karl E. Bakke.

Karl E. Bakke,
Assistant Secretary.
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BOARD OF GOVERNORS Item No'.1:2
OF THE 5/12/64

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

May 122 1964

Mr. Edward W. Schietinger,
Park Building,P
ittsburgh 22, Pennsylvania.

Dear Mr. Schietinger:

This refers to your letter of April 24, 1964, requesting
advice as to the payment of interest on a particular deposit. It
1,79 understood that funds were deposited in a member bank by the
trustee of an estate, evidenced by a time certificate of deposit
dated March 7, 1962, and maturing on March 7, 1963; that at the
maturity of the certificate the trustee was dead; that a successor
trustee was not appointed until March 30, 1964; and that the bank
;as informed you that it is not authorized to pay interest on these

unds after March 7, 1963.

The bank is correct in its position. After the certificate
cllatured on March 7, 1963, the funds automatically became a demand
_!Posit payable to the depositor or his successor at any time and
Without any form of notice. The law prohibits a bank which is a
.,ember of the Federal Reserve System from paying interest on a
demand deposit. Although the bank had the use of the funds and

17 have been willing to pay interest for the period after March 7,
63) it was not legally authorized to do so.

It is true,' as indicated in your letter, that banks in
Practice may pay out savings accounts on demand. However, the
depositor has no legal right to require payment on demand, since,

deposit 
the Board's Regulation Q, in order to qualify as a savings

tiopcsit the bank must require or reserve the right to require

tice in writing of at least 30 days before a withdrawal may be

r_a_de. Such a provision as to notice of withdrawal, either actual
reserved, was not applicable to the deposit in question, and it

could not, therefore, qualify as a savings account.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



BOARD OF GOVERNURS

OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON, D. C. 20551

Dear sir:

Item No. 3
5/12/64

ADDRESS OFFICIAL CORRESP
ONDENCE

TO THE BOARD

May 25, 1964.

As you know, the discharge of the Bo
ard's statutory respon-

sibilities with respect to the payment by m
ember banks of interest on

eposits has given rise to troublesome questio
ns of interpretation for

many Years. Some months ago, the Board's staff wa
s requested to review

Irgulation Q in order to determine ways in w
hich administration of the

Regulation might be made less difficult and time
 consuming.

There is enclosed a copy of a draft of 
a possible revision

Of 
Regulation Q, together with an explanat

ory memorandum and a com-

Par ative draft showing textual changes that w
ould be made by the proposed

1.evision.

The enclosed draft is tentative only; i
t has not been sub-

mitted for comments to the Federal Deposit Insuranc
e Corporation and the

Com1,,ptroller of the Currency. Before proceeding further, the Board 
would

Reserve 
to have the benefit of the comments and 

suggestions of the Federal

,xeserve Banks.

Accordingly, it would be appreciated if 
we could receive the

C 0 Ts,
w
-

"'ents of your Bank not later than June 12, 1964, 
if possible.

Very truly yours,

Merritt Sherman,

Secretary.

Ehclosures.

I0 THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

The Honorable A. Willis Robertson, Chairman,
Committee on Banking and Currency,
United States Senate,
Washington, D. C. 20510.

Dear Mr. Chairman:

Item No. 4
5/12/64

OFFICE OF THE CHAIRMAN

May 13, 1964

This is in reply to your letter of March 24, 1964, request-

ing the Board's views on the merits of Regulation Q and on the general

P,°licy of regulating the maximum interest rates payable on savings

"ePosits at commercial banks. It is assumed that your inquiry relates

also to the interest rates paid on time deposits.

Under Regulation Q of the Board of Governors, and parallel

tegulations of the Federal Deposit Insurance Corporation, all member

r
?
d insured nonmember banks are restricted to a schedule of maximum

,tes that may be paid on time and savings deposits. Currently, the

limits are set at 3-1/2 per cent for savings deposits of under one

.?:ear, 4 per cent for such balances that have been on the books one
Ye' or more, 1 per cent for time deposits written to mature within

d days, and 4 per cent for such deposits carrying maturities of 90

t!Ys or more. Some States have lower interest rate limitations on

11:me and/or savings deposits, and in these jurisdictions the lower

lmits apply to both national and State-chartered banks.

Enabling legislation for Regulation Q, first enacted in

1(933, is contained in section 19 of the Federal Reserve Act. The Act

cland the Regulation) prohibits any payment of interest on demand

teP°sits, and the Act further states that the Board "shall from time

b° time limit by regulation the rate of interest which may be paid

d? me mber banks on time and savings deposits, and shall prescribe

cil:fferent rates for such payment on time and savings deposits haying

141:fferent maturities, or subject to different conditions respecting

olithdrawal or repayment, or subject to different conditions by reason

different locations, or according to the varying discount rates of

Cr banks in the several Federal Reserve Districts." The Board has

:erPreted the language of the statute as requiring that some schedule

maximum rates be specified at all times.
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Maximum rates permissible under Regulation Q have in fact
been raised from time to time in recent years. Effective in January
1957, the limits were raised from 2-1/2 per cent to 3 per cent on
savings deposits and on time deposits written to mature in 6 months or
longer, and from 2 to 2-1/2 per cent on time deposits payable in 90
days to 6 months. Effective in January 1962, the present 4 per cent
maximum was established for time deposits maturing a year or more after
the date of deposit, and for savings deposit balances remaining for a
Year or longer; at the same time, the rate permitted on savings deposits
remaining for less than a year was raised to 3-1/2 per cent, as well as
the rates permitted on time deposits payable in 6 months to a year. In
JnlY 1963, the Board increased to 4 per cent the rate limit on time
dePosits written for terms of less than a year but over 90 days, although
it then made no change in the 3-1/2 per cent maximum applicable to savings
dep osit balances remaining for less than a year.

Many, but by no means all, commercial banks increased rates
Paid on some or all time and savings deposit categories to the new
regulatory limits shortly after their establishment, and these higher

rates doubtless have been a factor in the rapid buildup of time and
!livings deposit balances in recent years. In the three years 1961
th 
rough 1963, such deposits at all commercial banks grew by $40 billion,

a4 expansion of 54 per cent. The share of the public's total liquid

assets—deposits, share accounts, savings bonds,and U.S. Government

!?enrities maturing within one year--held in the form of commercial bank

and savings deposits, rose from 18.3 per cent to 22.8 per cent dur-
lng the same period.

This faster rate of gain in commercial bank savings balances
has had the effect of further stimulating the competition for fundsa
mong financial institutions generally. Other savings institutions have

tu 
ieed rates paid on savings too, and both the mutual savings banks and

s e savings and loan associations have been able to show record gains in

t!vings balances despite accelerated commercial bank growth. The addi-

tl°nal savings flow which made this possible came in part from an enlarged

sc3tal of financial saving by the public, but also from a redirection of

much saving to financial intermediaries in lieu of direct security invest-
t3• For For example, a group of larger member banks now have more than

am 
1 billion of negotiable time certificates of deposit outstanding in

4 °unts of $100,000 or more; most such balances otherwise would have been
4.nvested directly by their holders in the short-term money market.

fin The expanded flow of funds to commercial banks and other

ancial institutions also has increased the competition among such
riders for suitable investment outlets carrying relatively high rates

J- return. This competition has been especially notable in the mort-

gage field, where the press of funds seeking investment has not only
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reduced interest rates but also has led to a competitive relaxation
in lending terms and credit standards. Commercial banks also have

Promoted their consumer instalment lending and have acquired record

amounts of State and local securities, including intermediate and
longer-term issues. Reflecting the need to maintain investment
Yields in the face of higher interest expenses on savings, the tend-
ency on the part of banks and others often has seemed to be toward

.giving up something in lending terms, credit standards, or asset
liquidity in order to place a larger volume of lending at relatively
favorable rates.

At this time, the abandonment of interest rate ceilings on

mmercial bank time and savings deposits might have unexpected effects.
The competitive situation is unusually fluid and appears still to be in
itpe process of change. In the absence of ceilings, some commercial

anks might well elect to pay still higher rates on at least some types
°i savings, and this might lead other banks and nonbank savings institu-

ticms to respond in kind. The result could be a competitive escalation

°f interest rates in some savings markets, accompanied by substantial

and Potentially destabilizing shifts of funds. Given larger interest

exPenses, the pressures on institutions to obtain higher rates of return

investments would be intensified. This could lead to further relaxa-

.1-°11 in credit and investment standards, and any pervasive tendency
-oward lower-quality assets and lessened liquidity would be an added
°nrden upon the examination process.

The Board fully recognizes the desirability of moving toward

4.esr markets for savings. The very existence of interest rate regula-

:ion introduces rigidities into the competitive situation, and in one

oense it is patently inequitable to restrict the commercial banks when

ther savings institutions, such as savings and loan associations,
tusl savings banks, and credit unions, are largely free of rate regula-

c 0n. But the Board also recognizes that unrestrained rate competition

t°111d, at times like the present, lead to undesirable consequences in
Berms of the financial soundness and liquidity needs of our credit and

, vings structure and to unwanted pressures on prevailing interest rate
evels

e For these reasons, a majority of the Board would favorn
sctment of legislation which would permit the regulatory authorities

move to a standby basis on time and savings deposit interest rate

ti'imitations, without specifying the timing of such action. Furthermore,

She Board strongly feels that such standby authority over maximum rates

th°uld extend also to other major depositary-type savings institutions;

e regulatory agencies in which this authority is vested should consult
nth one another in its administration but should not be bound by the
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others' views. The Board would urge that the prohibition of interest

Payments on demand deposits be continued, and that authority to

establish different rate ceilings on different classes of savings

deposits be retained.

Standby controls of the sort envisaged by the Board were

Proposed by the Presidents Committee on Financial Institutions in

April 1963 and are contained in Sections 4, 5, and 6 of S. 1799, intro-

duced on June 26, 1963. Should this or similar legislation be enacted,

the Board would anticipate moving toward a standby arrangement as soon

as this seemed practicable.

Sincerely yours,

Wm. McC. Martin, Jr.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Dear Sir:

Item No. 5
5/12/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

May 12, 1964.

This is to request your comments concerning the coin situation.

Up until now the Board has taken the position that the furnish-

of an adequate supply of coin is primarily the responsibility of the
Treas ury,and that the most the Federal Reserve System can do is to support
:Treasury efforts to alleviate the coin shortage and, at the same time, to

!s sure that the procedures followed by the Reserve Banks are equitable

all concerned. Evidence is mounting, however, that extraordinary

,11.1essures may be necessary to prevent business from being seriously affected

petween now and the time relief may be obtained from the new Philadelphia

Mint.

Cne of the major difficulties in evaluating the problem is the

lack of comprehensive information on a nation-wide basis. For instance,

there is apparently some thought that if appropriations permitted both

the Denver and Philadelphia Mints to operate three shifts seven days a

1,!eek the increased production, coupled with better distribution, would

ue enough to meet minimuJI needs until the new Philadelphia Mint is in
oPeration, and that no extraordinary measures are necessary. The validity

°f this opinion depends, of course, upon the reliability of estimates of

gemand for the next year or two and upon whether existing shortages are
More regional than national.

To illustrate the regional variations, it may be of interest
to note there is not much evidence of a coin shortage in the Washington

Inetropolitan area. To a large extent the local banks have been able to

beet their own and their correspondent needs from circulated coin deposite
d

vending machine operators, the telephone and transit companies, and

bnurches. These banks are serviced by the Treasury Cash Room, rather than

g the Federal Reserve Bank of Richmond. During the first four months of

i is year the Cash Room received a total of only a little over $700,000

44 new coin from the Mint, excluding the new Kennedy halves. This total

;ncluded $261,000 in pennies, $150,000 in dimes, and $300,000 in quarters.

nickels were needed because the local supply was sufficient.
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In the light of information recently received that 
two Reserve

Banks were completely out of nickels, the supply of this denom
ination

in the Washington area is in sharp contrast with that elsewhere
. These

variations naturally raise questions about the distribution proce
dure,

Particularly in the light of the fact that the Mint raised its 
produc-

ticn of nickels to 568 million pieces in fiscal 1964 from 405 
million

Pieces in fiscal 1963.

fut.0 
At the present time the requests by the Treasury for 

additional

, Lis to build a new Mint in Philadelphia and to permit the Denve
r and

IL:Ihiladelphia Mints to work three shifts a day for seven days a we
ek have

2en approved by the House but are awaiting action in the Senate
. Under

Lanese circumstances the Bureau of the Mint has had to cut its 
operations

a Denver to three shifts a day five days a week and at Philad
elphia to

jout two shifts a day five days a week. If the necessary funds are

cutained, the Bureau of the Mint expects to produce around 5 
billion

nn in fiscal 1965. This figure may be compared with an estimated
goduction of about 4.4 billion in fiscal 1964 and 3.6 bill

ion in fiscal

. It also may be of interest to note that the Arthur D. L
ittle study

ut the coin problem predicted that annual demand would not reac
h 5 billion

Pieces until 1970.

bet._ All of these data would seem to point to a pressing need 
for

Ler estimates of demand in order to determine what actions woul
d be

IIIIPPropriate to meet both short-term and long-term needs. Ordinarily,

iet Payments by the various Federal Reserve Banks might be of some
 help

(lc: this regard, but it is recognized that such data are now 
significantly

m'etorted by rationing practices. The only suggestion that the Board can

thee is that it would be helpful if each of the Re
serve Banks would discuss

: matter with representative bankers and businessmen in the 
District and,

r, the basis of these discussions, submit to the Board its best estimates
/Du cnia needs, by denominations, for each of the next two fiscal 

years,

poring these discussions it would be most significant to determine, if

bussible, the extent to which the coin shortage may be felt to 
be impeding

o_silless. The Board would particularly like to have any information t
hat

uuld be developed on this point.

an 
The Board believes it would also be desirable for each R

eserve

t8 k -0 review its rationing procedures to make sure that they a
re as

ellqiuitable as possible and that the procedures at Branches are 
coordinated

farh those of the Head Office. The review should take into account, as

rer as Posuible, variations in needs--due to seasonal 
factors or other

414"ns--tLat may exist throughout the District. This review is suggested

uo,,the light of the probability that the Federal Reserve System will come

se'er increasing pressure and criticism as the coin shortage beco
mes more

invere, and it therefore seems prudent to take steps now to be 
sure that

equities are avoided as far as possible.

Another matter of interest to the Board concerns informatio
n it

has received indicating that, because of rationing by Reserve Banks,
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member banks have resorted to paying premiu
ms to armored car companies,

vending machine operators, etc., in order 
to obtain additional coin.

While such practices are, in themselves, a
n indication of the severity 

.

of the coin shortage, they are also a threat
 to orderly distribution of

available coin. Any information or comments you mig
ht have on this point

would be appreciated.

The Board would also like to have 
your comments as to what steps

might be appropriate for the System to take 
to improve the over-all situa-

tion. Enclosed is a list of suggestions 
received from various sources.

This list is presented more to stimulate 
thinking than for any other

Purpose. It is not intended to be exhaustiv
e or to indicate support for

any of the suggestions.

Because of the nature of this inquiry
, the Board believes it

would be helpful if copies of your reply 
were furnished to each of the

Other Reserve Banks. The Board would like to have all 
replies by June 8,

1964.

Very truly yours,

Ct(t..77'LI A

Merritt Sherman,

Secretary.

Enclosure

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.



A.

POSSIBLE ACTIONS TO IMPROVE COIN SHORT
AGE

VAULT CASH

I. Revise Regulation D to exclude coin a
s allowable reserves.

2. Revise form FR 414 (Computation of Res
erve to be Carried

with Federal Reserve Bank by Member Ba
nks) to require a

supplemental statement showing the am
ount of coin, by

denominations, included in item 6, "C
urrency and coin."

B. LEGISLATION

Urge legislation to--

1. Permit the Treasury to use contract 
arrangements with

private business firms to produce coin.

2. Permit the Treasury to retain the 1964
 date on coins

minted in future years for as long a
s may be desirable.

3. Permit the Treasury (or the Federal 
Reserve Banks) to

issue fractional paper currency.

4. Prohibit bank loans against coin, rep
resented by ware-

house receipts or as actual collateral.

5. Prohibit the sale of, and offers to s
ell, more than

one piece of a currently circulating 
coin at a price

above its face value.

C. LETTERS TO CONGRESS 

1. Arrange to have the President of each 
Federal Reserve

Bank write to every member of the Con
gressional delega-

tion from States in the respective Fede
ral Reserve

Districts detailing the seriousness of t
he coin shortage

and urging immediate action by Congress.

2. Suggest to the presidents of all member 
banks that they

do likewise.



BOARD OF GOVERNORS
OF' THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

Dear Sir:

Item No. 6
5/12/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 15, 1964

For your information, there is enclosed a copy of a

memorandum dated April 22, 1954, prepared by Mr. Farrell, Director

of the Board's Division of Bank Operations, regarding a sug-

gestion that membership in the System might be made more attractive

if the Federal Bank e- would accept unsorted deposits of cash

items. While the Board has not requested comments on this memo-

randum, any views that you, care to express will, of course, be

read with interest.

Very truly youFs,

(71:s 1 -

Merritt Sherman,
Secretary.

Enclosure.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.

* Should have read Federal Reserve Banks



4 t.,44-1,4-1
11.. ll)tfi

BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr, Karl R. Bopp,
P
resident,
Federal Reserve Bank of Philadelphia,
Philadelphia, Pennsylvania 19101.

Dear Mr. Bopp:

Item No. 7
5/12/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

May 12, 1964.

In accordance with the tentative arrangements made with

ice President Campbell by the Board's Division of Examinations,

it is understood that your Bank will make available, for a period

°f approximately three months, beginning May 18, 1964, the services

V • 
Mr. Martin I. Kleppe, an Assistant Examiner for your Bank.

b le in Washington, Mr. Kleppe will be assigned to the foreign

.ahking section of the Board's Division of Examinations, but it

la also hoped he will have an opportunity to become generallyamiliar with the work of the Division as a whole and to visit

Ic:Ithar divisions of the Board. While on assignment in Washington,

r, Kleppe will be designated as a Federal Reserve Examiner.

It is understood that the Federal Reserve Bank of

Philadelphia will absorb all of Mr. Kleppe '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. Kleppe available during

this period.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,

Assistant Secretary.


