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1/ Meeting with Presidents of the Federal Reserve Banks.



A meeting of the Board of Governors of the Federal Reserve

System with the Presidents of the Federal Reserve Banks was held in

the Board Room of the Federal Reserve Building in Washington, D. C.,

at 12 noon on Tuesday, August 10, 1965.

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman

Mr. Robertson
Mr. Shepardson
Mr. Mitchell
Mr. Maisel

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary

Messrs. Bopp, Hickman, Wayne, Scanlon, Shuford,
Galusha, Clay, Irons, and Swan, Presidents of
the Federal Reserve Banks of Philadelphia,
Cleveland, Richmond, Chicago, St. Louis,
Minneapolis, Kansas City, Dallas, and San
Francisco, respectively

Messrs. Latham, Treiber, and Patterson, First
Vice Presidents of the Federal Reserve Banks
of Boston, New York, and Atlanta, respectively

Study of discount mechanism. Chairman Martin stated that the

Board of Governors at its meeting on August 4, 1965, had adopted a

Proposal along the lines described in a memorandum of April 21, 1965,

by Messrs. Ralph Young and Robert Holland and Miss Mona Dingle of the

Board's staff to launch a fundamental reappraisal of the Federal Reserve

System's discount mechanism. He noted that the 2residents were familiar

With the proposal; the Board had sought their views on it and had bene-

fited from them.

Chairman Martin went on to say that following discussion of

matters of organization with President Hayes, Chairman of the Committee



8/10/65 -2-

on Discounts and Credits of the Presidents' Conference, a framework

Within which the reappraisal was to be implemented had been adopted.

To provide overall direction for the study, the Board had appointed

a Steering Committee consisting of four Reserve Bank Presidents--

Presidents Bopp, Clay, Scanlon, and Shuford--and three members of the

Board--Governors Shepardson, Mitchell, and Maisel. Governor Mitchell

was to serve as Chairman.

The Steering Committee would provide direction by establish-

ing guidelines for the study, Chairman Martin said. Within these

guidelines the responsibility for organizing the reappraisal would

reside in an 11-man Secretariat, which would consist of senior

Reserve Bank and Board officers and a senior economist from the

Board's staff. It was expected that the Secretariat would develop

suggestions for studies to be considered by the Steering Committee,

arrange for personnel and other resources necessary to conduct such

studies, and assemble and integrate the results of such studies and

report them to the Steering Committee. The membership of the Secre-

tariat would include First Vice Presidents Strothman of Minneapolis

and Coldwell of Dallas, and Vice Presidents Bilby of New York,

Melnicoff of Philadelphia, and Merritt of San Francisco. The Board

Would be represented by the following: Messrs. Holland, Associate

Director, Division of Research and Statistics, who would serve as

Chairman; Young, Adviser to the Board; Farrell, Director, Division

of Bank Operations; Hackley, General Counsel; Solomon, Director,
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Division of Examinations; and Shull, Senior Economist, Division of

Research and Statistics.

Chairman Martin went on to say that System personnel would

be further mobilized in a number of small working groups, some con-

centrating on possible improvements in rules and operations that could

be developed and implemented in the near future and others undertaking

longer-range reappraisals that might provide a basis for more funda-

mental reforms. The results of their studies would be reported to

the Secretariat. The Steering Committee would present progress

reports and recommendations to the Board of Governors, and from time

to time these also would be transmitted to the Conference of Presidents

With a request for views.

In conclusion, Chairman Martin said the problems that had

stimulated this reappraisal without doubt merited the serious attention

about to be given them. In the course of time it was hoped, with the

help of the Presidents, to be able to define the exact nature, scope,

and limits of the difficulties now being confronted and to be in a

Position to remedy them. The Board had appreciated and continued to

appreciate the cooperation of the Presidents in this endeavor.

The meeting then adjourned.

Secretary


