
Minutes for  March 8, 1965

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. Robertson

Gov. Balderston

Gov. Shepardson

Gov. Mitchell

Gov. Daane



Minutes of the Board of Governors of the Federal Reserve

System on Monday, March 8, 1965. The Board met in the Board Room

at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Robertson

Mr. Shepardson
Mr. Mitchell
Mr. Daane

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Molony, Assistant to the Board

Mr. Fauver, Assistant to the Board

Mr. Hackley, General Counsel

Mr. Brill, Director, Division of Research

and Statistics

Mr. Solomon, Director, Division of Examinations

Mr. Shay, Assistant General Counsel

Mr. Sammons, Adviser, Division of International

Finance

Mr. Goodman, Assistant Director, Division of

Examinations

Mr. Leavitt, Assistant Director, Division of

Examinations
Mrs. Semia, Technical Assistant, Office of

the Secretary

Mr. Forrestal, Attorney, Legal Division

Mr. Egertson, Supervisory Review Examiner,

Division of Examinations

Messrs. Goodfellow and Poundstone, Review

Examiners, Division of Examinations

Discount rates. The establishment without change by the

Federal Reserve Banks of New York, Philadelphia, and San Francisco

(311 March 4, 1965, 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:
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Letter to The County Trust Company, White Plains,
New York, approving the establishment of a branch
in the Town of Harrison.

Letter to Manufacturers and Traders Trust Company,
Buffalo, New York, approving the establishment of
a branch in the Town of Clarence.

Letters to United California Bank, Los Angeles,

California, approving extensions of time to establish

branches in Stockton and Placentia.

Telegram to the Federal Reserve Agent at Cleveland

authorizing the issuance to Society Corporation,

Cleveland, Ohio, of a general permit to vote its
stock of Society National Bank of Cleveland.

Item No. 

1

2

3-4

5

Mr. Egertson then withdrew from the meeting.

Foreign branches and investments (Item No. 6). In the interest

of implementation of the President's program to improve the nation's

balance of payments position, in part through voluntary efforts to

restrain foreign lending and investment, Governor Robertson made certain

recommendations in a distributed memorandum dated March 1, 1965, for

the approach to be taken by the Board in regard to the establishment

of foreign branches by member banks and corporations operating under

sections 25 and 25A of the Federal Reserve Act and in regard to invest-

ments by such corporations. (On March 5, 1965, the Board issued a set

of 14 guidelines for commercial banks to follow in complying with the

President's program, with the objective of preventing outstanding bank

credit to nonresidents of the United States from rising above the amount



3/8/65 -3-

outstanding at the end of 1964 by more than 5 per cent.) Governor

Robertson expressed the view that, while customary criteria should

be used by the Board, applications should be considered in the light

of the general principles contemplated by the program. He recommended

that:

1. With respect to the establishment of foreign branches,

the Board continue to grant or deny permissions on

the same basis as heretofore, but indicate to appli-

cants that funds to be invested (whether in the form

of allocated capital, advances, and, if acquired
abroad,fixed assets and equipment) should be counted

as part of their 5 per cent target.

2. With respect to stock investments by corporations

requiring specific consent or approval by the Board,

applicants be asked to provide assurances that, if

approved, the proposed investments would not cause

total credits to foreigners (as defined for purposes

of the voluntary foreign credit restraint program) to

exceed 105 per cent of the amount outstanding on

December 31, 1964. Before granting specific consent

or approval to investments by corporations in the

shares of foreign banks and corporations, the Board

should be presented with ample evidence that the pro-

posed investment would be in the national interest.

a. With respect to equity investments in

nonbank companies, the Board might wish
to withhold consent if the investment

was in a country the securities of which

were subject to the interest equalization

tax.

3. With respect to investments permitted by general con-

sent, a letter be sent to all Edge Act and agreement

corporations advising that, while the general consent

provisions of Regulation K, Corporations Engaged in

Foreign Banking and Financing under the Federal Reserve

Act, were not being modified regarding the acquisition

of shares of other corporations, it was expected that

investments made under such provisions would not cause

the corporations to exceed their targets under the

restraint program.
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There had also been distributed a memorandum dated March 4,

1965, from the Division of Examinations, accompanied by a table show-

ing pending applications that had been held in suspense awaiting crys-

tallization of the program for voluntary foreign credit restraint.

Several of these proposed transactions were on the agenda for today's

meeting, related memoranda from the Division of Examinations having

been distributed.

Governor Robertson, in commenting on the recommendations in

his memorandum, pointed out that the basic idea was that within the

5 per cent guideline banks should be more or less free to operate as

they saw fit. However, some investments might be questionable from

the standpoint of the national interest even if they could be accom-

modated within the 5 per cent. Therefore, he proposed to request, as

a condition to consideration by the Board, that the applicant provide

evidence that the transaction would be in the national interest.

Governor Mitchell expressed general agreement with the philos-

ophy underlying the recommendations. He pointed out that in connection

With some of the applications to be considered today the applicants

had stated their intention of conforming to the 5 per cent guideline.

lUne of the banks involved was among the large institutions that were

known to be already beyond the 5 per cent figure, and the Board's

guidelines contemplated reduction of outstanding foreign credits in

such cases during the course of the next year. He would nevertheless

be inclined to accept the statements of intent.
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Discussion of Governor Mitchell's point developed agreement

that if the applications in question were approved by the Board, the

intention stated by the applicants as to conformance with the foreign

credit restraint program should be referred to in the letters indicat-

ing the Board's consent.

Question was raised whether there might be an element of dis-

crimination if the Board used its regulatory authority over investments

by Edge Act and agreement corporations to require assurances of com-

pliance with the foreign credit restraint program. Leverage could

thus be exerted on banks that had at some time in the past elected to

conduct their foreign business through Edge Act and agreement subsidi-

aries, whereas banks that had chosen a different modus operandi for

their foreign business were not subject to similar leverage. In re-

sponse, it was pointed out that the Board's Regulation K contained a

statement of national purpose and that the operations of Edge Act or

agreement corporations therefore were presumed to be consistent with

the national interest. Accordingly, even apart from the President's

current program, administration of the Regulation was tied to regard

for the national interest -- a fact of which the banking community

was aware. And in the present circumstances the specifications of

the national interest had been declared by the President of the United

States.

Governor Shepardson commented on views he had heard expressed

ln some quarters that while the Federal Reserve was calling for a
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voluntary effort to restrain foreign credit, in pursuance of the

President's program, in reality it was using an iron fist because,

if it found banks reluctant to cooperate, the availability of credit

through the discount window could be restricted. Governor Shepardson

inquired about the response that would be considered most appropriate

in such circumstances, and it was the consensus that the voluntary

nature of the program should be emphasized, although it would not be

Prudent, of course, to imply that the Board was in any way precluded

from taking any monetary policy action it thought called for in the

light of national or international economic and financial developments.

Comments were made also that discussion of the question whether the

foreign credit restraint program was voluntary or involuntary tended

to become an exercise in semantics. The crux of the matter was that

the President had called for an effort to promote the national interest

by improving the U. S. balance of payments. Implementation of that

request was a matter of importance, and the Federal Reserve should

exert vigorous leadership.

In the course of further discussion of the questions raised in

Governor Robertson's memorandum, Governor Robertson made several com-

Illents reflecting his philosophy. He thought one could run into diffi-

culty in debating unnecessarily whether the current foreign credit

restraint program was in fact voluntary. It was expected, certainly,

that financial institutions would adhere to the principles of the
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program, and the Federal Reserve should do everything possible to make

the program effective because the balance of payments problem was

serious enough to have caused the President to call for a national

effort to stem the capital outflow. The Federal Reserve should watch

closely to see what the banks were doing under the program, it should

endeavor to make sure that the program was equitable as well as effec-

tive, and it should not be deterred by charges that the program was

really involuntary. The situation might develop to a point where some

Other approach would have to be adopted, but an effort was now being

made to do the job on a voluntary basis; and in his opinion the volun-

tary program had the support of the financial fraternity.

When it came to the matter of applications by Edge Act and

agreement corporations that required specific approval, a discretionary

action by the Board was involved, Governor Robertson noted. The Board

Should exercise this discretion with an eye to the balance of payments

Program that had been developed out of consideration of the national

interest, and this meant to him that the Board should have available in

considering applications a statement by the applicant relating the

Proposal to the national interest as it might be construed under cur-

rent circumstances. This should include an assurance that the appli-

cant intended to cooperate with the guidelines that had been established

for all banking institutions under the voluntary program. It did not

mean that the Board would be substituting its discretion for that of
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the applicant corporation, but rather that the Board should have

appropriate evidence available for its use in deciding whether to

approve or disapprove a particular application. In other words,

before approving an application the Board should be satisfied that

the proposal was in the national interest, in line with the statement

of national purpose included in Regulation K, and at the present time

it had been declared by the President to be in the national interest

that the outflow of capital be curtailed, with reliance on the volun-

tary program as a means of achieving this objective. If the Board

were to approve proposed investments without assurance that they were

in the national interest, the Board would place itself in an unfavor-

able light. As to investments by Edge Act and agreement corporations

that were permissible under the general consent provisions of Regula-

tion K, it would appear to be the best approach to send a letter to all

Edge Act and agreement corporations indicating that the Board expected

investments made under the general consent provisions to fall within

the quantitative guideline of the voluntary program, whether a target

was established for the Edge Act or agreement corporation separately or

for the subsidiary corporation and its parent bank on a consolidated

basis. Once this matter had been called to the attention of the Edge

A.°t and agreement corporations, developments could be watched. If it

appeared from developments that the Board's approach should be changed

in any way, the matter could be given further consideration by the Board.
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At the conclusion of the discussion there was unanimous agree-

that Governor Robertson's recommendations should be followed. A

copy of the letter sent to all Edge Act and agreement corporations

Pursuant to his third recommendation is attached as Item No. 6. Copies

of the letter were sent to all Federal Reserve Banks for their informa-

tion. In the light of the recommendations, the following items, copies

of which are attached to these minutes under the respective item numbers

Indicated, were approved unanimously:

Letter to Bank of America, New York, New York,
granting consent to purchase stock of (1) Banco
Soler y Torra, S. A., Madrid, Spain, and (2) a

Proposed industrial and business (investment)
bank to be named Banco Intercontinental Espanol,
to be organized in Madrid.

Letter to International Banking Corporation, New
York, New York, granting consent to purchase addi-
tional stock of The First National City Bank of
New York (South Africa) Limited, Johannesburg,
South Africa.

Letter to International Banking Corporation,
New York, New York, granting consent to purchase
Shares of Hill, Samuel & Co. Ltd., London, England.

Letter to International Banking Corporation,
New York, New York, granting an extension of time
Within which The Bank of Monrovia, Monrovia, Liberia,
may purchase stock of Liberian Bank for Industrial
Development and Investment, Monrovia, Liberia.

Letter to First National City Bank, New York, New
York, granting permission to increase its investment
in stock of International Banking Corporation, New

York, New York.

Item No. 

7

8

10

11
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Pursuant to the understanding reached during discussion of Governor

Robertson's recommendations, Items 7, 8, and 9 included language

indicating that the Board had noted the assurances contained in state-

ments by the applicants concerning their intention to conform to the

guidelines of the voluntary foreign credit restraint effort.

Mr. Farrell, Director, Division of Bank Operations, and Mr.

Morgan, Staff Assistant, Board Members' Offices, then entered the room.

Edge corporation investment question (Item No. 12). There

had been distributed a memorandum dated February 5, 1965, from the

Division of Examinations and the Legal Division regarding a request

by the Federal Reserve Bank of Philadelphia, on behalf of The Company

for Investing Abroad (an Edge Act subsidiary of Fidelity-Philadelphia

Trust Company), for an advisory opinion regarding investment by the

Company in an issue of convertible debentures of Tubos de Acero de

Mexico, S. A. The Edge corporation did not participate in the initial

Offering, but requested guidance for the future.

The first question involved was whether the securities would

be regarded as essentially a domestic rather than a foreign issue,

Principally because the debentures themselves, as well as the securi—

ties into which they were convertible, were listed on the American

Stock Exchange. If the issue were deemed domestic, it would not fall

Within the permissible uses of Edge corporation funds within the United

States as defined in the Board's Regulation K, Corporations Engaged in
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Foreign Banking and Financing under the Federal Reserve Act. The

memorandum cited statutory and regulatory provisions indicating that

Edge corporations may invest in debt securities issued to finance

foreign activities regardless of whether or not they are listed on

an exchange and regardless of from whom purchased. In the Legal Divi-

sion's view the fact that an obligation was offered through a stock

exchange did not in itself convert an investment in that obligation

from a foreign into a domestic transaction, although the legality of

a given investment should be determined on an ad hoc basis according

to substantive aspects rather than form.

The second point at issue related to the convertibility feature

of the debentures. The Legal Division's view, in essence, was that the

conversion rights were rights to acquire shares within the meaning of

Regulation K and were to be treated as shares for purposes of the

Regulation. If an Edge corporation intended to acquire conversion

rights through a broker, dealer, or stock exchange firm or representa-

tive, specific consent would be necessary, since such an acquisition

might not be made in that manner under the general consent provisions.

A draft of letter to the Federal Reserve Bank of Philadelphia

reflecting the Legal Division's conclusions was attached to the memo-

randum.

After comments by Messrs. Forrestal and Goodman there was a

discussion during which possible implications from the standpoint of
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the voluntary foreign credit restraint effort were mentioned, and it

was agreed that the Board's letter should include a reference to the

voluntary program. Subject to the addition of such a reference, the

letter was approved unanimously. A copy of the letter in the form

transmitted is attached as Item No. 12.

Directors Day. There had been distributed a memorandum dated

March 5, 1965, in which Mr. Morgan presented the tentative program

Proposed for the meeting with new Federal Reserve Bank and branch

directors on March 25 (to be preceded by a reception and dinner on

the evening of March 24).

Subject to certain changes agreed upon during discussion, it

was understood that the tentative program was generally satisfactory

and that further planning would proceed on this basis.

The meeting then adjourned.

Secretary's Note: Governor Shepardson
today .approved on behalf of the Board
a letter to the Federal Reserve Bank
of Philadelphia (attached Item No. 13)
approving the appointment of John M.
Sanders as assistant examiner.

Secret
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BOARD OF GOVERNORS Item No. 1

OF THE 3/8/65

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

ADORES. arriaim. CORREMPONDENCE

TO THE •CIARD

March 8, 1965

Board of Directors,
The County Trust Company,
White Plains, New York.

Gentlemen:

The Board of Governors of the Federal Reserve
System approves the establishment by The, County Trust Company,
White Plains, New York, of a branch in the vicinity of the

intersection of Macy Street and Halstead Avenue, Town of
Harrison (unincorporated area), Westchester County, New York,

provided the branch is established within one year from the
date of this letter.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
Assistant Secretary.

(The letter to the Reserve Bank stated that the Board

also had approved a six-month extension of the period

allowed to establish the branch; and that if an extension

should be requested, the procedure prescribed in the

Board's letter of November 9, 1962 (S-1846), should be

followed.)



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

Board of Directors,
Manufacturers and Traders

Trust Company,
Buffalo, New York.

Gentlemen:

Item No. 2
3/8/65

ADDRESS orricam. CORRESPONDENCE
TO THE 'CARD

March 8, 1965

The Board of Governors of the Federal Reserve
System approves the establishment by Manufacturers and
Traders Trust Company, Buffalo, New York, of a branch
(drive-in facility) in the Transitown Plaza Shopping
Center at the southeast corner of the intersection of
Route 5 (Main Street) and Route 78 (Transit Road), Town
of Clarence (unincorporated area), Erie County,
New York, provided the branch is established within one
year from the date of this letter.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
Assistant Secretary.

(The letter to the Reserve Bank stated that the Board
also had approved a six-month extension of the period
allowed to establish the branch; and that if an extension
should be requested, the procedure prescribed in the
Board's letter of November 9, 1962 (S-1846), should be
followed.)



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, 0. C. 20851

Board of Directors,
United California Bank,
Los Angeles, California.

Gentlemen:

Item No. 3
3/8/65

A00111(11111 orrocom. COIMILSPONDENCC
TO The •OARO

March 8, 1965

The Board of Governors of the Federal
Reserve System extends to December 31, 1965, the
time within which United California Bank, Los
Angeles, California, may establish a branch in

the vicinity of the southeast corner of the inter-

section of Pacific and Yokut Avenues, Stockton,
California.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 2051

Board of Directors,
United California Bank,
Los Angeles, California.

Gentlemen:

Item No. 4

3/8/65

OffICIAL CORRIMPONOIENCIC
TO THE BOARD

March 9, 1965

The Board of Governors of the Federal
Reserve System extends to December 31, 1965, the
time within which United California Bank, Los
Angeles, California, may establish a branch in
the vicinity of the intersection of Yorba Linda
Boulevard and Rose Drive, Placentia, California.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
Assistant Secretary.



TELEGRAM Item No. 5
LEASED WIRE SERVICE 3/8/65

BOARD OF GOVERNORS OF -THE FEDERAL RESERVE SYSTEM
WASHINGTON

March 8, 1965

HALL -- CLEVELAND

KEBJE

A. Society Corporation, Cleveland, Ohio.

B. Society National Bank of Cleveland Cleveland Ohio.

C. Prior to issuance of permit authorized herein, Applicant

shall execute and deliver to you, in duplicate, an

agreement inform accompanying Board is letter S-964

(F.R.L.S. #7190).

(Signed) Karl E. Bakke

BAKKE

Definition of KEBJE

The Board authorizes the issuance of a general voting permit, under
the provisions of section 5144 of the Revised Statutes of the
United States, to the holding company affiliate named below
after the letter "A", entitling such organization to vote the
stock which it owns or controls of the bank(s) named below
after the letter "B" at all meetings of shareholders of such
bank(s), subject to the condition(s) stated below after the
letter "C". The period within which a permit may be issued
pursuant to this authorization is limited to thirty days from
the date of this telegram unless an extension of time is granted
by the Board. Please proceed in accordance with the instruc-
tions contained in the Board's letter of March 10) 1947, (5-964).



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Dear Sir:

Item No. 6
3/8/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE 'WARD

March 8, 1965.

Enclosed is a press release dated March 5, 1965, announcing that
the Board of Governors of the Federal Reserve System had issued a set of

14 guidelines for commercial banks to follow in carrying out their part in
the President's program to improve the nation's balance of payments position.
A set of the guidelines is enclosed.

As stated in Guideline (11), Edge Act and Agreement Corporations are

included in the voluntary credit restraint effort. The foreign loans and
Investments of such a Corporation may be combined with those of the parent bank

for the purposes of the program, or separate targets may be set for the parent
bank and the subsidiary.

General consents.-- With respect to investments permitted by the

general consent contained in Section 211.8(a) of Regulation K, as revised
effective September 1, 1963, it is expected that investments made under such

Provisions will not cause the Corporations to exceed their targets under the
voluntary restraint program.

Specific consents.-- With respect to stock investments by Corpora-

requiring specific consent or approval by the Board, applicants should

Provide written assurances that, if approved, the proposed investments would
not cause the total credits to foreigners (as defined for purposes of the
voluntary program) to exceed 105 per cent of the amount outstanding on

1)ecember 31, 1964. Before the Board acts on requests for specific consent

c/r approval to investments by Corporations in the shares of foreign banks

and corporations, the Board should be presented with information which leads
the applicant to believe that the proposed investment would be in the national
Interest.

Very truly y

Merritt Sherman
Secretary.

tC1osure

To ALL EDGE ACT AND AGREEMENT CORPORATIONS.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Bank of America,
41 Broad Street,
Ilew York, New York, 10015

Gentlemen:

1-4;!";
A a

Item No. 7
3/8/65

AOORICOO orricsAL CORREIPONOCNOC

TO THE 00AFIO

March 8, 1965.

In accordance with your request of January 19, 1965, transmitted
through the Federal Reserve Bank of New York, and on the basis of the infor-
rttion furnished, the Board of Governors grants consent for Bank of America
( B of An to purchase and hold:

1) 50 per cent of the capital stock of Banco Soler y Torra, S.A.
("Banco"), Madrid, Spain, at a cost of approximately US$500,000;
and

2) 50 per cent of the capital stock of a proposed industrial and
business (investment) bank to be named "Banco Intercontinental
Espanol" ("BIE") to be organized in Madrid, Spain, with a branch
in Barcelona, Spain, at a cost of Pesetas 250,000,000 (approxi-
mately US$4,175,000 equivalent),

!rovided such shares of capital stock are acquired within one year from the
ate of this letter.

The Board also approves the purchase and holding of shares of BIE
thin the terms of the above consent in excess of ten (10) per cent of B Of

4 8 capital and surplus.

The Board's consent to the proposed purchase and holding of shares
Of

Banco by B of A is granted subject to the following conditions:

1) That B of A shall not hold any shares of stock in Banco if
Banco at any time fails to restrict its activities to those
permissible to a corporation in which a corporation organized
under Section 25(a) of the Federal Reserve Act could, with the
consent of the Board of Governors, purchase and hold stock, or
if Banco establishes any branch or agency or takes any action
or undertakes any operation in Spain or elsewhere, in any man-
ner, which at the time would not be permissible if Banco were
a corporation organized under said Section 25(a);
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2) That, when required by the Board of Governors, B of A will
cause Banco (a) to permit examiners selected or auditors ap-
proved by the Board of Governors to examine Banco, and (b) to
furnish the Board of Governors with such reports as it may re-
quire from time to time;

3) That B of A shall not carry on its books the shares of Banco
at a net amount in excess of its proportionate share of the
book cLpital accounts of Banco, after giving effect to the e-
limination of all known losses; and

4) That any share acquisitions or dispositions by Banco be re-
ported under Section 211.8(d) of Regulation K in the same man-
ner as if Banco were a corporatlon organized under Section
25(a) of the Fuderal Reserve Act.

The Board's consent to the proposed purchase and holding of shares
of BIE by B of A is granted subject to the same conditions prescribed in the
next above paragraph with respect to the shares of Banco, except for the sub-stitution of "BIE" for "Banco" where it appears.

Subject to continuing observation and review, the Board suspends,
until further notice the provisions of subparagraph (1) of the third pare-
P"aph of this letter so far as they relate to restrictions on loans granted
°Y Banco or BIE in Spain in the currency of that country.

Upon completion of the proposed acquisitions, it is requested thatthe Board of Governors be furnished, through the Federq Reserve Bank of New
rork, with a translation of the Articles of Association and By-Laws of Bancoand BIE.

The foregoing consents and approval have been given with the under-Standing, based on Mr. Coughran's teletype message of March 3, 1965, that thetwo initial investments totalling approximately $1,543,750 can be accommodated
Within the five per cent volunteer ceiling on your overseas loans and invest-tflents, and on the assumption that the balance of the proposed investment in

totalling $3,131,250, can be deferred until 1968.

Very truly yours,

(Signed) Karl E. Bahke

Karl E. Bakke,
Assistant Secretary:



BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

International Banking Corporation,
399 Park Avenue,
New York 22, New York.

Gentlemen:

'714 j

Item No. 8
3/8/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE SOAR°

March 8, 1965.

In accordance with the request contained in your letter

of January 25, 1965, transmitted through the Federal Reserve Bank
of New York, and on the basis of information furnished, the Board

°f Governors grants consent for your Corporation to purchase and

hold additional capital stock of The First National City Bank of

New York (South Africa) Limited in the amount of South African

Rands 500,000 (approximately US$700,000 equivalent).

The foregoing consent has been given with the understand-

ing, based on a letter dated March 1, 1965, from Mr. Carl W. Desch,

Cashier, First National City Bank, that First National City Bank

confirms its pledge to cooperate in the voluntary foreign credit

restraint program instituted by the Administration and to use every

reasonable effort to maintain outstanding credits to foreigners dur-

'ng 1965 at a level not exceeding 5 per cent above the December 31,

1264, outstandings. It is also understood from Administrative Vice

;resident Vinton of International Banking Corporation that First

,ational City Bank interprets "outstanding credit to foreigners" t
o

'nclude investments of its Edge Act and Agreement Corporations.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,

Assistant Secretary.



BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

International Banking Corporation,

399 Park Avenue,
New York, New York 10022.

Gentlemen:

Item No. 9

3/8/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 8, 1965.

In accordance with the request contained in your letter of

January 26, 1965, transmitted through the Federal Reserve Bank of New

'̀)rk, and on the basis of additional information furnished, the Board

°If Governors grants consent for your Corporation to purchase and h
old

,,050,000 ordinary shares, par value 5 shillings each, of Hill, Samue
l

Co. Ltd., London, England, at a cost of approximately US$2,205,0
00,

Provided such shares are acquired within one year from the date of

this letter.

The Board's consent is granted subject to the same condition
s

!rescribed in the Board's letter of January 30, 1963, granting co
nsent

'0 the purchase of shares of M. Samuel & Co. Ltd.

The Board also approves the purchase and holding of shares

:f Hill, Samuel & Co. Ltd. within the terms of the above 
consent in

-)(cess of 15 per cent of your Corporation's capital and 
surplus.

The foregoing consent and approval have been given with
 the

;11nderstanding, based on a letter dated March 1, 1965, from Mr. 
Carl W.

;esch, Cashier, First National City Bank, that First Na
tional City Bank

,°flfirms its pledge to cooperate in the voluntary foreign credit
 restraint

P„r,ogram instituted by the Administration and to use every reasonab
le

7.ref0rt to maintain outstanding credits to foreigners during 1965 at a
Itvel not exceeding 5 per cent above the December 31, 1964 out

standings.

I„ is also understood from Administrative Vice President Vinton 
of

1:ernational Banking Corporation that First National City 
Bank inter-

Edets "outstanding credits to foreigners" to include in
vestments of its

ge Act and Agreement Corporations.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,

Assistant Secretary.
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BOARD OF GOVERNORS Item No. 10

OF THE 3/8/65

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 8, 1965

International Banking Corporation,
399 Park Avenue,
New York 22, New York.

G
entlemen:

Reference is made to your letter of February 5, 1965,

transmitted through the Federal Reserve Bank of New York, requesting
n extension of time within which The Bank of Monrovia, Monrovia,
111,iberia, may purchase $120,000 of the capital stock of the Liberian

'Ink for Industrial Development and Investment, Monrovia, Liberia.

In accordance with your request and on the basis of the
inf

ormation furnished, the Board of Governors extends to March 4,

2661 the time within which The Bank of Monrovia, Monrovia, Liberia,

VIY purchase $120,000 of the capital stock of the Liberian Bank for

rdustrial Development and Investment, Monrovia, Liberia, pursuant

the consent granted in the Board's letter of March 4, 1964.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20531

First National City Bank,
399 Park Avenue,
New York 22, New York.

Gentlemen:

Item No. 11

3/8/65

ADDRESS arriciAL CORREOPONOENOE

TO THE BOARD

March 8, 1965.

In accordance with the request and on the basis of the
information furnished in your letter of January 25, 1965, trans-
mitted through the Federal Reserve Bank of New York, the Board of
Governors grants permission to First National City Bank, pursuant
to the provisions of Section 25 of the Federal Reserve Act, to
increase from $17,018,000 to $26,018,000 the amount it may invest
in the stock of International Banking Corporation, New York, New
York.

'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

Item No. 12
3/8/65

ADDREHEI OFFICIAL. CORRESPONOCN
CE

TO THIC HOARD

March 8, 1965.

lir. Joseph R. Campbell, Vice President,

Federal Reserve Bank of Philadelphia,
Philadelphia, Pennsylvania. 19101

Dear Mr. Campbell:

Reference is made to your letter of January
 13, 1964, transmitting

letters dated January 7 and 10, 1964, from The C
ompany for Investing Abroad,

Philadelphia, Pennsylvania, requesting an adv
isory opinion with respect to

a then forthcoming issue of Convertible Debentures o
f Tubos de Acero de

Mexico, S. A. ("TAMSA"), Mexico, D. F. Mexico, due 
in 1979. It was under-

Stood that COMINA proposed to invest approximatel
y $200,000 in the Debentures

Provided the purchase was made at the initial offerin
g.

The review of the proposal was not com
pleted in time for COMINA to

be 
The

as to the Board's views so as to parti
cipate in the initial offer-

but you have advised informally that COMINA w
ould be interested in the

noard's views as a matter of principle, in case s
imilar offerings might become

available in the future.

The preliminary prospectus, dated Decemb
er 11, 1963, published by

Kidder, Peabody & Co., described the propose
d issue; a registration state-

ment had been filed with the Securities and Exchange 
Commission; and COMINA

"vised that a similar issue of Convertible Debe
ntures had been privately

Placed in February 1963 and that a number of Edge 
Act corporations purchased

Portions of the earlier issue.

From the information submitted and o
therwise available, it was

und 
erstood that the Debentures would be convert

ible at any time into TAMSA's

4 11erican Depositary Share3Series A and American D
epositary Shares Series B,

mr at holder's request into Series A stock and S
eries 13 stock. TAMSA had

,ade application for listing, on the American 
Stock Exchange, of both the

uehentures and the American Depositary Receipts 
evidenci4 the American De-

Pnsitary Shares Series A and the American Deposit
ary Shares Series B.

The prospectus indicated that a portion o
f the proceeds of the sale

°f the Debentures would be used to repay notes 
due banks and other financial

institutions and $3,900,000 to pay for part o
f the cost of TAMSA's expansion

Yrogram.



BOARD OF 1.10VERNORS OF TH. FEDERAL RESERVE SYSTEM

Mr, Joseph R. Campbell -2-

From published reports, it is understood that TAMSA's Convertible
Debentures 7s, 1/1/79 were offered in the amount of $8,000,000 on February 7,
1964, priced to the public at 101 to yield 6.89 per cent to maturity, and to
the issuer at 95.5243, representing an interest cost of about 7.50 per cent.
It is noted that the Debentures will be convertible at any time into 64 1/2
American Depositary Shares, Series A, and 64 1/2 American Depositary Shares,
Series B (or at holder's request into the Series A stock and Series B stock)
(?,t a conversion price of $7.75 per American Depositary Share (129 ADS per
0,000 Debentures), or about 12 per cent above the then recent price for the
American Shares.

Section 25(a) of the Federal Reserve Act grants to Edge corporations
the power, subject to Board regulations, "to purchase and sell, with or without
..ts indorsement or guaranty, securities, including the obligations of the
united States or of any State thereof but not including shares of stock in any
e°rPoration except as herein provided . ." Regulation K does not contain
4,4 restriction of this statutory grant of power based on whether or not the
oblebt securities are listed, or whether or not they are acquired through a
tnker, dealer, or stock exchange firm. On the contrary, Section 211.7(d)(2)
Provides that an Edge corporation may acquire obligations "growing out of
Ljsnsactions it could have financed at inception under subparagraph (1) of
tills paragraph." Thus, Edge corporations may invest in debt securities issued
.2) finance foreign activities, regardless of whether or not they are listed
urk an exchange and regardless of from whom purchased.

The convertibility feature of the Debentures in question raises a
distinct and separable legal issue. The conversion rights are "rights to ac-

r1
-re shares" within the meaning of the last sentence of Section 211.8(c)(2)

"01 provides that any such rights are to be treated as "shares" for the

tposes of Section 211.8. Therefore, any acquisition of such conversion rights,
'ci!grdless of their imputed value, if any, are to be regarded as an acquisition
vf 'shares" and would either have to qualify under the general consent pro- .

J.sions of Section 211.8(a) or be the subject of a prior specific consent of
cfle Board under Section 211.8(b). If it should be the intention of an Edge
2tp0ration to acquire such conversion rights "through a broker, dealer, or
7,0ck exchange firm or representative," specific consent would be necessary,
:Ince such an acquisition may not be made in that manner under the general
°nsent provisions of the Regulation.

In summary, neither Section 25(a) nor Regulation K prevents, orre 
quires Board consent to, investments by Edge corporations in nonconvertible

Isebt obligations. Convertible obligations are subject either to the general or

P
l
cific consent provisions of Section 211.8. When, however, convertible

4 igati0ns are to be acquired through a stock exchange firm, Section 211.8

10 Regulation K requires that the Board's prior specific consent be obtained
kth respect to the share rights so acquired.



SOAR() OF OD ERNORS OF THE 
FEDERAL RESERVE SYSTEM

Joseph R. Campbell

In view of the fact that COMINA has indic
ated to you a desire to

be 
informed as to the Board's views as a matter of

 principle, it is suggested

that you inform COMINA as to the substance of the fore
going.

The views expressed herein should, of cours
e, be read in the light

°f the President's program for voluntary curtailme
nt of foreign credit by

fl k8 and Edge Act and Agreement Corporations.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,

Assistant Secretary.



BOARD OF GOVERNORS Item No. 13

OF THE 3/8/65

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

ADDRESS OFFICIAL COHRESPONOENCE

TO THE LIOARD

March 8, 1965.

_CONFIDENTIAL (FR) 

Mr. Joseph R. Campbell, Vice President,
Federal Reserve Bank of Philadelphia,
Philadelphia, Pennsylvania. 19101

Dear Mr. Campbell:

In accordance with the request contained in your

letter of March 3, 1965, the Board approves the appointment

of John M. Sanders as an assistant examiner for the Federal

Reserve Bank of Philadelphia. Please advise the effective
date of the appointment.

It is noted that Mr. Sanders is indebted to Industrial

Valley Bank and Trust Company, Jenkintown, Pennsylvania, a

nonmember bank. Accordingly, the Board's approval of the

appointment of Mr. Sanders is given with the understanding that
he will not participate in any examinations of that bank until
his indebtedness has been liquidated.

The authorization given your bank to designate

Mr. Sanders as a special assistant examiner will be canceled
as of the effective date of his appointment as an assistant

examiner.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.


