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Minutes of the Board of Governors of the Federal Reserve System

on Thursday, March 17, 1966. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Shepardson

Mr. Daane
Mr. Maisel

Mr. Brimmer

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Young, Senior Adviser to the Board and

Director, Division of International Finance

Mr. Solomon, Adviser to the Board

Mr. Molony, Assistant to the Board

Mr. Fauver, Assistant to the Board

Mr. Hackley, General Counsel

Mr. Solomon, Director, Division of Examinations

Mr. Johnson, Director, Division of Personnel

Administration

Mr. O'Connell, Assistant General Counsel

Mr. Irvine, Adviser, Division of International

Finance

Mr. Leavitt, Assistant Director, Division of

Examinations

Mrs. Semia, Technical Assistant, Office of the

Secretary
Messrs. Forrestal and Smith of the Legal Division

Miss Greene and Messrs. Burton and Poundstone of

the Division of Examinations

Application of Bank of New York (Item No. 1). Unanimous approval 

waS given to a letter to The Bank of New York, New York, New York, grant-

ing its request for permission to organize a corporation under section

25(a) of the Federal Reserve Act, to be known as The Bank of New York

International Corporation, New York, New York. A copy of the letter is

attached as Item No. 1.

Application of New Hampshire Bankshares (Items 2 and 3). There

had been distributed drafts of an order and a statement reflecting the
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Board's approval on March 2, 1966, of the application of New Hampshire

Bankshares, Inc., Nashua, New Hampshire, to acquire voting shares of

The Indian Head National Bank of Manchester, Manchester, New Hampshire.

After a discussion during which there was agreement with a

minor change in the draft statement, the issuance of the order and

statement was authorized. Copies of the documents, in the form in

Which they were issued, are attached as Items 2 and 3.

Gold loan procedures (Item No. 4). In 1946 Mr. Eccles, then

Chairman of the Board, entered into an arrangement with the National

Advisory Council on International Monetary and Financial Problems

under which the Council was informed when gold collateral loans were

granted by the Federal Reserve to foreign monetary authorities. The

Council had now been reconstituted, by Executive Order 11269 of

February 14, 1966, as the National Advisory Council on International

Monetary and Financial Policies. In a memorandum dated February 28

the Chairman of the Council (Secretary of the Treasury Fowler) advised

the members of various procedures proposed to be followed, and in that

connection stated that he intended to request the Chairman of the

Federal Reserve Board to arrange for the Board to seek the prior

advice of the Council before the Federal Reserve entered into gold

loans. In a letter to Chairman Martin of the same date Chairman

Fowler requested the taking of such measures as might be necessary

to insure that the Council would receive advance notice of any gold

loans that Reserve Banks might wish to extend.
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In a distributed memorandum dated March 9, 1966, Messrs.

Young and Irvine pointed out that it was not entirely clear whether

Chairman Fowler wished to make each gold loan subject to Council

action or whether he only wanted the Council to have prior notice

so that it could take action on any particular loan if it so desired.

They submitted a draft of reply to Chairman Fowler based on acceptance

of the express wording of his letter. Having in mind particularly

the desirability of avoiding undue delay in acting on typical gold

loan requests, the draft reply would suggest a procedure whereby the

Council would be given advance notification of gold loan proposals

and any member would have an opportunity to request Council discussion

of any such proposal prior to final action by the Board if he believed

that it presented an unresolved policy issue.

The matter was reviewed orally by Messrs. Young and Irvine,

and no objection was indicated to suggesting to the Council a procedure

of the kind recommended. In this connection, Governor Brimmer noted

that there were several matters in the Council Chairman's February 28

memorandum that he thought it might be profitable to discuss at some

later date.

Governor Brimmer then turned to the portion of the draft reply

in which the view was expressed that Federal Reserve System short-term

claims on foreign monetary authorities fully secured by gold held in

this country could appropriately qualify as official reserve assets.
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The reply would point out that if these claims were so treated in

balance of payments statistics, the disbursement of a Federal Reserve

gold loan would not statistically increase the U.S. payments deficit.

In reply to Governor Brimmer's questions, the staff indicated

that a suggestion along those lines had been brought to the attention

of the interagency Technical Advisory Committee on Balance of Payments

Statistics, but that the Treasury representative had taken the position

that it was the Treasury's prerogative to define reserve assets and the

suggestion therefore had not received intensive study.

Governor Brimmer expressed the view that it would be desirable

to recommend in the proposed letter that the suggestion be carefully

reviewed at the technical level, and there was general agreement that

the letter should be so revised. Such a revision, Governor Brimmer

noted, also would clarify the rather vague reference in the draft

letter to the fact that it might be useful for the National Advisory

Council to consider the broad policy question whether U.S. balance of

PaYments considerations should be given greater weight in gold loan

policy.

At the conclusion of the discussion it was understood that the

Proposed letter would be redrafted to meet the points that had been

m
entioned.

Secretary's Note: A revised draft of letter
subsequently distributed was approved unani-
mously at the meeting on March 18, 1966. A
copy of the letter in the form approved is
attached as Item No. 4.
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Exchange of information with Regional Comptrollers. In recent

correspondence the Comptroller of the Currency had asked to be informed

currently of national bank borrowings from the Federal Reserve Banks;

the Board replied that the requested information would be transmitted

and asked, at the same time, that the Regional Comptrollers of the

Currency inform the Federal Reserve Banks of the names of any national

banks that were assigned certain ratings; the Comptroller indicated

that no such classifications were used by his staff; the Board specified

that the desired information related to banks in the "problem" or

"Special attention" categories, and asked that the Comptroller inform

the Board what bank ratings he now used. In a letter of March 3, 1966,

the Comptroller stated that "we have placed the primary responsibility

for the continued and close supervision of each National Bank in the

hands of the Regional Comptrollers of the Currency. For this reason,

W e do not deem a so-called rating system to be essential in carrying

out these responsibilities. However, we wish to advise you that, in

the event our Regional Comptrollers should obtain any information which,

in their judgment, would be of interest to the Federal Reserve System,

they will relay such information to the appropriate Federal Reserve

Bank. We assume, of course, that your various Federal Reserve Banks

ll be instructed to reciprocate by similarly informing our Regional

Comptrollers concerning all State Member Banks."
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There had been distributed a draft of reply that would review

the nature of System responsibilities in regard to national banks, and

conclude by expressing the hope that the Comptroller would "take suitable

steps to assure that the Regional Comptrollers are fully aware of the

need to provide necessary information to the Reserve Banks, including

Prompt information as to any National bank for which the Regional Comp-

troller considers special attention to be appropriate, in order that

the public interest may best be served."

Mr. Solomon referred to a statement in the draft letter that

"It is largely because of the System's broader responsibilities with

respect to National banks that the Reserve Banks purchase examination

reports of National banks from you at a cost of about $490,000 per

Year.” Several years ago, he observed, when the Comptroller increased

the price of examination reports from $10 to $100 each, it was decided

that the Reserve Banks would usually purchase only the first examination

report of each national bank in each calendar year. Since national

banks were examined three times every two years, the Reserve Banks were

not immediately aware of trouble spots that might show up during the

additional examination. The request for the names of banks in problem

or Special attention categories had been an attempt to ascertain for

which banks the Reserve Banks should purchase all reports of examina-

tion; the cost of such selected reports would be relatively small. The

Comptroller of the Currency, however, appeared unwilling to disclose
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the names of those banks. If it should be necessary to purchase all

of the additional reports, the added expense would be about $250,000

annually.

Governor Daane expressed doubt that adequate information would

be obtained from the Regional Comptrollers as a result of a letter such

as proposed. There was a question in his mind whether the most feasible

course might not be to purchase the remaining examination reports, even

considering the expense involved.

Governor Maisel then suggested directing the attention of the

Reserve Banks to the Comptroller's statement that he had instructed the

Reg ional Comptrollers to supply to the Reserve Banks any information

about national banks that would be of interest to the Federal Reserve

System, and asking the Reserve Banks to confer with the Regional Comp-

trollers on the kinds of information needed. Then, if any Reserve Bank

experienced difficulty in working the matter out satisfactorily, it

could communicate with the Board, which in turn could follow up with

the Comptroller.

After some discussion of this possibility, Governor Brimmer

asked whether the Reserve Banks had been asked specifically to work

°ut guidelines for the exchange of information or whether the negotia-

tions had been between the Board and the Comptroller. Response being

made that the latter was principally the case, he suggested that in

view of the request in the March 3 letter from the Comptroller that
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the Reserve Banks reciprocate with information regarding State member

banks, the Board ask the Reserve Banks to work out appropriate guide-

lines with the Regional Comptrollers. If necessary, the Board could

then check out the guidelines with the Comptroller.

At the conclusion of the discussion it was understood that a

letter to the Reserve Banks would be prepared along the lines of these

suggestions.

The meeting then adjourned.

Secre try

•••,,

t
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr. Hugh R. Chace,
Senior Executive Vice President,
The Bank of New York,
48 Wall Street,
New York, New York. 10015

Dear Mr. Chace:

Item No. 1
3/17/66

ADDRESS OFFICIAL CORRICRPONOCHCC

TO THE BOARD

March 17, 1966.

The Board of Governors has approved the Articles of Asso-
ciation and Organization Certificate dated February 9, 1966, of The
Bank of New York International Corporation, New York, New York, and
there is enclosed a preliminary permit authorizing that Corporation
to exercise such of the powers conferred by Section 25(a) of the
Federal Reserve Act as are incidental and preliminary to its organi-
zation.

Except as provided in Section 211.3(a) of Regulation K, the
e°rPoration may not exercise any of the other powers conferred by
Section 25(a) until it has received a final permit from the Board
authorizing it generally to commence business. Before the Board will
issue its final permit to commence business, the president, treasurer,
or secretary, together with at least three of the directors, must
certify (1) that each director is a citizen of the United States;
1(12) that a majority of the shares of capital stock is held and owned
Y citizens of the United States, by corporations the controlling
interest in which is owned by citizens of the United States, chartered
under the laws of the United States or of a State of the United States,
:"y firms or companies the controlling interest in which is owned
Y citizens of the United States; and (3) that of the authorized
capital stock specified in the Articles of Association at least 25
Per cent has been paid in in cash and that each shareholder has
individually paid in in cash at least 25 per cent of his stock sub-
!cription. Thereafter the treasurer or secretary shall certify to
(j'he payment of the remaining instalments as and when each is paid
4n) in accordance with law.

The Federal Reserve Bank of New York has advised that you
!re aware that The Bank of New York International Corporation will

li"e no separate base under the voluntary foreign credit restraint
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effort and that any foreign loans or investments would need to be
made under the ceiling of your bank. Accordingly, the foregoing
approval is given with the understanding that any foreign loans
and investments of the Corporation, combined with those of The
Bank of New York, will not cause the total of such loans and in-
vestments to exceed the guidelines established under the voluntary
foreign credit restraint effort now in effect and that due con-
sideration will be given to the priorities contained therein.

Very truly yours,

(Signed) Karl Bakke

Karl E. Bakke,
Assistant Secretary.

Enclosure



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

March 17, 1966.

Preliminary Permit 

IT IS HEREBY CERTIFIED that the Board of Governors of the

Federal Reserve System, pursuant to authority vested in

it by Section 25(a) of the Federal Reserve Act, as amended,

has this day approved the Articles of Association dated

February 9, 1966, and the Organization Certificate dated

February 9, 1966, of THE BANK OF NEW YORK INTERNATIONAL

CORPORATION duly filed with said Board of Governors, and

that THE BANK OF NEW YORK INTERNATIONAL CORPORATION is

authorized to exercise such of the powers conferred upon

it by said Section 25(a) as are incidental and preliminary

to its organization pending the issuance by the Board of

Governors of the Federal Reserve System of a final permit

generally to commence business in accordance with the

provisions of said Section 25(a) and the rules and regula-

tions of the Board of Governors of the Federal Reserve

System issued pursuant thereto.

BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

(Signed) Karl E. Bakke
By

Karl E. Bakke,
Assistant Secretary.

924,
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Item No. 2
3/17/66

UNITED STATES OF AMERIC

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

In the Matter of the Application of

ITN HAMPSHIRE BANKSHARES, INC.,
NASHUA, NEW HAMPSHIRE,

for 11,' approval of the acquisition of

national 
shares of The Indian Head 

I

Bank of Manchester, Manchester,New 
'

tHampshire.

ORDER APPROVING APPLICATION

UNDER BANK HOLDING COMPANY ACT

There has come before the Board of Governors, pursuant to

section 3(a)(2) of the Bank Holding Company Act of 1956 (12 U.S.C. 1842(a)(2))

and section 222.4(a)(2) of Federal Reserve Regulation Y (12 CFR 
222.4(a)(2)),

an application by New Hampshire Bankshares, Inc., Nashua, New Hampsh
ire, a

egistered bank holding company, for the Board's prior approval of the

a quisition of 1,600 of the 2,250 voting shares of The Indian Head 
National

Bank of Manchester, Manchester, New Hampshire.

As required by section 3(b) of the Act, notice of receipt of

the application was given to, and views and recommendation requested of,

the Comptroller of the Currency. The Comptroller recommended approval of ..

the aPPlication.
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Notice of receipt of the application was published in the

Federal Register on January 28, 1966 (31 Federal Register 1167), pro-

viding an opportunity for interested persons to submit comments and

views with respect to the proposed acquisition. The time for filing

Such camments and views has expired, and all those received have been

considered by the Board.

IT IS HEREBY ORDERED, for the reasons set forth in the Board's

Statement of this date, that said application be and hereby is approved,

Pl'ovided that the acquisition so approved shall not be consummated

(a) within seven calendar days after the date of this Order or (b) later

than three months after said date.

Dated at Washington, D. C., this 17th day of March, 1966.

By order of the Board of Governors.

Voting for this action: Chairman Martin, and

Governors Robertson, Mitchell, Daane, and Maisel.

Absent and not voting: Governor Shepardson.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

(SEAL)
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Item No. 3
3/17/66

BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

APPLICATION BY NEW HAMPSHIRE BANKSHARES, INC., NASHUA, NEW HAMPSHIRE,

FOR APPROVAL OF THE ACQUISITION OF VOTING SHARES OF
THE INDIAN HEAD NATIONAL BANK OF MANCHESTER, MANCHESTER, NEW HAMPSHIRE

STATEMENT

New Hampshire Bankshares, Inc., Nashua, New Hampshire

('APPlicant"), a registered bank holding company, has applied to the

4ard of Governors, under the Bank Holding Company Act of 1956 ("the Act")

for 
Permission to acquire 1,600 of the 2,250 voting shares of The Indian

Read National Bank of Manchester, Manchester, New Hampshire ("Bank").

Applicant's holding company system is comprised of six

C 1/o
Illmercial banks which, at June 30, 1965, operated nine banking offices

44d together held total deposits of $80 million. Applicant proposes to

quire a 71 per cent interest in Bank by purchasing for cash 1,600 of

844k1s outstanding shares. The shares will be purchased from two of

APPlicant's directors at the price they paid for the same in 1964.

APPlicant states its intention to make, subsequent to its acquisition

°f control of Bank, a cash or exchange of stock offer to the minority

8hareho1ders at a price no less than that paid to the majority holders.

17---
Unless otherwise indicated, all banking data noted are as of this date.
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Bank is the successor to Manchester Morris Plan Bank, which

was chartered in 1921 and operated as a consumer credit institution until

its conversion to a national bank in December 1965. Bank operates a

single office located in Manchester, and it had total deposits of

$515,300 at the time it became a national bank.

Views and recommendation of supervisory authority. - As

tequire d by section 3(h) of the Act, the Board notified the Comptroller

of the Currency of receipt of the application and requested his views

and recommendation thereon. The Comptroller recommended approval of the

aPPlication.

Statutory factors. - Section 3(c) of the Act requires the

Board to take into consideration the following five factors: (1) the

4nancia1 history and condition of the holding company and the banks

c'oncerned; (2) their prospects; (3) the character of their management;

(4) the convenience, needs, and welfare of the communities and the area

concerned; and (5) whether or not the effect of the proposed acquisition

Would be to expand the size or extent of the bank holding company system

involved beyond limits consistent with adequate and sound banking, the

Public interest, and the preservation of competition in the field of

b
anking.

Financial history and condition, prospects, and management of

and Bank. - The financial history and condition of Applicant

are 
satisfactory. Its prospects, viewed in the light of the sound

condition and satisfactory deposit and earnings growth of its subsidiary

banks, appear favorable, and its management is regarded as capable and

eltPerienced.
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Bank's predecessor had no authority to accept demand deposits,

and the rate of growth reflected in its time deposit accounts has been

urampressive. However, its financial history and present condition

are regarded as satisfactory. Bank's growth and earnings prospects

are, in the Board's judgment, more favorable as a commercial bank because

of the wider scope of banking activities in which it may engage. Appli-

cant's control of Bank would, in the Board's judgment, contribute to

Bank's favorable prospects. Bank's management, which includes as its

Chief executive officer the president of both Applicant and its largest

subsidiary bank, is considered to be satisfactory.

Convenience, needs, and welfare of the communities and area

S.°1111. - The City of Manchester, in which Bank is located, is in

he northeast section of Hillsborough County, nearly 20 miles north of

Ileshua and about 55 miles northwest of Boston, Massachusetts. It is

the largest city in the State and contains more than 14 per cent of

the State's total population. It is reported that more than 45 per cent

Of the State's population resides within a radius of 20 miles of the city.

444chester covers an area of about 34 square miles, containing nearly

9'o°0 dwelling units, 1,100 retail establishments, and 225 industrial

114ite. It is the mercantile and industrial center of the State, its

manufactured products being shoes, textiles, and electronic

equiPment.

The City of Manchester constitutes Bank's primary service area.
Lota 

ted therein are, in addition to Bank, three national banks and three
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savings banks, each operating one branch office, two trust companies

eagaged almost exclusively in fiduciary business, and one specially

chartered State bank (Saint nary's Bank) which offers commercial bank-

Services, The combined deposits of the ten banks exceed $380 million,

With Bank's deposits representing less than two-tenths of one per cent

Of such total.

The record before the Board establishes that the major banking

needs of the Uanchester area are being adequately served, and that the

Convenience of banking service is the factor directly involved in this

4PPlication. According to Applicant, Bank will offer retail services

48nally provided by commercial banks, except that it will not provide

trust services. Applicant concedes that Bank will not offer any service

not already provided by the local banks. Consequently, although Bank's

service rendition might be somewhat superior as a subsidiary of Applicant

than would be the case if it were operated completely independent of

APPlicant, its present close association with Applicant's holding company

sYstem, resulting from its control by directors of Applicant, renders less

significant the potential for service improvement under Applicant's

ellnership. Considerations bearing on the convenience and welfare of

the affected area are, in the Board's judgment, consistent with approval

Of the application, but do not weigh significantly in favor of such

action.
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Effect of proposed acquisition  on adequate and sound banking,,

interestt_and banking competition. - Applicant's subsidiary

banks are headquartered in six cities or towns in southern New Hampshire,

extending from the coastal City of Portsmouth to the Vermont border,

aeme 95 miles to the northwest. All of Applicant's banking offices

are located within three counties, but no subsidiary bank has an office

nearer than ten miles to another subsidiary's office. The deposits of

the six subsidiary banks represent 27 and 15 per cent, respectively, of

the deposits of all commercial banks in the above-mentioned three counties

and in the State, and 11 and 6 per cent, respectively, of the deposits of

all banks in those two areas.

Applicant controls 20.6 per cent of the deposits of all

"Iblmercial banks and 7.3 per cent of deposits of all banks in Hillsborough

C°411tY. Those percentages would be increased to 20.9 and 7.4, respectively,

bY the addition of Bank's deposits to Applicant's system.

Each of Applicant's subsidiary banks appears to operate in a

seParate service area which, because of the topography of, and sparse

P°Pulation in, the intervening areas, does not overlap the service area

c) anY of the other banks. Applicant's banking offices nearest to

14anchester are the main office and a branch of Applicant's largest sub-

sidiar_,
Y The Indian Head National Bank of Nashua. Those offices are,

esPectively, 19 and 11 miles from the site of Bank. Although the Nashua

subsidiary derives a small amount of its deposit and loan business from

IlarlChester, its primary market does not extend that far. Since none of
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service areas of Applicant's banks overlap the primary

932

service area of Bank, and in view of the existing close association of

tank with Applicant's system, the acquisition proposed would not, in

the 
Board's opinion, result in the elimination of present competition,

nor foreclosure of potential competition of any significance between

r among Applicant's subsidiary banks.

As mentioned, eight banks and two trust companies are located

in 
Manchester. Each of the three national banks, excluding Bank, appears

to be closely associated and to share quarters with one of the savings

banks.

Apparently, two of these national banks each has a similar

association with one of the trust companies, Thus, the competitive

situation in Manchester does not appear to be that of ten separate inde-

Pendent banking competitors. More realistically, Bank appears to be

in competition with Saint Mary's Bank ($11 million in deposits) and with

three separate groups - two having associated commercial, savings, and

trust institutions, and one with associated commercial and savings in-

tit
utions. Each of the three groups controls deposits in excess of

40 million,

It is the Board's opinion that Applicant's acquisition of Bank

not adversely affect the position of any of the other banks located
aud

mpeting in Manchester; furthermore, it is reasonably foreseen that

llankls operation under Applicant's control will provide an element of

c(411Petitive aggressiveness that will benefit the banking public.



933
-7

On the basis of the foregoing considerations and all the facts

contained in the record, and in light of the factors set forth in sec-

tion Jk 1,c) of the Act, it is the Board's judgment that the proposed

acquisition will not increase Applicant's size or extent beyond limits

consistent with adequate and sound banking, the public interest, and

the Preservation of competition in the field of banking and that the

application should therefore be approved.

March 17, 1966.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

The Honorable Henry H. Fowler, Chairman

National Advisory Council on International

Monetary and Financial Policies,

Treasury Department,
Washington, D. C. 20220

Dear Mr. Secretary:

Item No. 4
3/17/66

OFFICE OF THE CHAIRMAN

March 21, 1966

The Board of Governors is quite willing to notify the
National Advisory Council of all requests for gold collateral loans
from the Federal Reserve System which are likely to be recommended

!O the Board for favorable action, if this is the wish of the Council.

would appear to require a new Council action to replace Action 39

°f February 27, 1946, under which we have been notifying the NAC of

gold loans which have been approved. I am attaching some suggested

language for a new NAC action, which borrows the wording of your

letter of February 28, 1966.

The procedure suggested should accomplish the objective you

had in mind in requesting advance NAC notification on gold loans, but

it would have the advantage of rarely increasing the amount of time

required to process these loans.

'This is very important. When a central bank applies for a
10an against gold, it usually expects prompt action within a matter

r° da
ys. This is not unreasonable in view of the fact that these

ans are fully secured by gold and are required to meet short-term

!eeds, frequently of an emergency nature. Such needs are not always
roreseeable very far in advance, and we usually do not have advance

warning that a request will be made.

This is a very different type of loan from those made by

All) or the Export-Import Bank, which may be under negotiation for

IllanY months. We have succeeded, over the years, in streamlining our

(441 processing of these loans to minimize the time required. Clearly,

Ile should try to avoid any action that would add unnecessarily to the
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time involved, since this would tend to irritate and perhaps frustrate
the objectives of the central banks wishing to borrow.

The record of the past twenty years seems to confirm the
original NAC view that these loans were not likely to be controversial
or raise important issues of policy in the overwhelming majority of
cases. Our changed balance-of-payments situation does, of course,
bring about a need for more careful scrutiny of all official capital
outflows, and the Federal Reserve warmly supports your intention to
make greater use of the NAC for this purpose.

In this connection, new thought might well be given to the
broader question of how Federal Reserve gold loans should be treated .
in relation to the U.S. balance of payments. We would have no objection
to this being discussed in the NAC, but it would be desirable first to
consider making a change in the way gold loans are treated in the
balance-of-payments accounts--for example, by treating Federal Reserve
System short-term claims on foreign monetary authorities that are fully
secured by gold held in this country as an official reserve asset. If
these claims were so treated in our balance-of-payments statistics,
the disbursement of a Federal Reserve gold loan would not statistically
affect our payments deficit.

We understand that a suggestion along these lines has already
been brought to the attention of the Technical Advisory Committee on
Balance of Payments Statistics, but it has not yet received intensive
study. I believe that it should now be carefully examined at the tech-
nical level, either in connection with this Committee's work or in
another appropriate group.

Such a change, if adopted, would tidy up the present treatment
of Federal Reserve gold loans in the balance of payments, and it would
have the desirable side effect of permitting us to consider applications
for gold loans on their financial and economic merits without the intrusion
of the technical issue of whether a given loan affects the statistical
calculation of our payments deficit.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm. McC. Martin, Jr.
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Proposed NAC Action on Federal Reserve Gold Collateral Loans

The National Advisory Council requests the Board of

Governors of the Federal Reserve System to give the Council

advance notice of any gold collateral loan's which the Federal

Reserve Bank of New York may wish to extend to foreign monetary

authorities. Should any NAC agency wish to have the NAC dis-

cuss any proposed gold collateral loan, such agency shall notify

the NAC Secretariat promptly, indicating the nature of the policy

issue which it believes to be raised by the proposed loan. This

shall be immediately reported to the Board of Governors, with the

request that Board action on the loan be deferred until the NAC

has had an opportunity to discuss the loan. If no request for

NAC discussion is received by the Board prior to the latter's

acting upon a loan application, providing that such action is

not taken sooner than two working days after notification of the

loan request has been made to the NAC, the Board may assume that

the NAC does not wish to discuss the loan. Should some emergency

situation require it, the Board may act immediately upon receiving

oral affirmation from all of the NAC agencies that they have no

Objection to the loan.


