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Minutes for June 15, 1966

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. Shepardson

Gov. Mitchell

Gov. Daane

Gov. Maisel

Gov. Brimner



Minutes of the Board of Governors of the Federal Reserve

System on Wednesday, June 15, 1966. The Board met in the Special

Library at 9:15 a.m.

PRESENT: Mt. Martin, Chairman
Mr. Robertson, Vice Chairman
Mr. Mitchell
Mr. Daane
Mr. Maisel
Mr. Brimmer

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Bakke, Assistant Secretary

Mr. Young, Senior Adviser to the Board and

Director, Division of International Finance

Mr. Molony, Assistant to the Board

Mr. Cardon, Legislative Counsel

Mr. Hackley, General Counsel

Mr. Farrell, Director, Division of Bank Operations

Mr. Hexter, Associate General Counsel

Mr. Partee, Associate Director, Division of

Research and Statistics

Mr. Gramley, Associate Adviser, Division of

Research and Statistics

Mr. Leavitt, Assistant Director, Division of
Examinations

Mr. Forrestal, Senior Attorney, Legal Division

Mr. Ettin, Economist, Division of Research and

Statistics

Proposed legislation on deposit interest rates and other matters.

BY letter from Chairman Patman dated June 13, 1966, Chairman Martin had

been asked to appear before the House Banking and Currency Committee on

Thursday June 16, to answer questions on a bill proposed by Congressman

Reuss regarding deposit interest rates and other matters. Chairman

Patman i s letter indicated that there would also be other proposals under

consideration by the Committee.
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With respect to the Reuss bill, there had been distributed a

memorandum from Mr. Hackley dated June 14 presenting a general summary

of the various provisions. These would include, among other things,

authority for the Board to define on a revised basis certain terms in

section 19 of the Federal Reserve Act for purposes of reserve require-

ments and interest on deposits, and also to differentiate deposits for

reserve purposes and payment of interest on the basis of "such factors

as the Board may deem appropriate." Other provisions would authorize

the Board to fix reserve ratios within certain revised limitations,

broad en the authority for Treasury financing of the Federal National

M°rtgage Association, and authorize the Reserve Banks, subject to pre-

scribed regulations, to purchase and sell various obligations of Govern-

agencies as well as direct U.S. Government obligations. As to

imPlementation of certain of the provisions, interagency consultation

nr communication would be involved.

One feature of the Reuss bill was a section expressing the "sense

of the Congress" that the Board should promptly take actions to raise

reserve requirements against "large negotiable" certificates of deposit

and against all certificates of deposit having "near-term maturities,"

to 
prohibit any payment of interest on time deposits held less than 91

s3aYs and savings deposits held less than 30 days, and to limit the rate

of .
Interest on time deposits held by depositors eligible to hold savings

dePc'sits to levels "which are appropriate in the light of rates which may

801.1ndly be paid by thrift institutions generally."



6/15/66

I) hr7,-0
/F.

-3-

Along with Mr. Hackley's memorandum, there had been distributed

a memorandum from the Division of Research and Statistics dated June 14

commenting on some of the issues raised by the various features in the

Reuss bill.

There had likewise been distributed a memorandum from Mr. Cardon

dated June 14 stating his understanding of provisions that might be incor-

Porated in a bill to be offered by Congressman Hanna.

At this meeting Mr. Hackley reviewed and commented briefly on

the various provisions of the Reuss bill, after which Mr. Cardon com-

zented on features of the proposed Hanna bill, the provisions of which

were apparently still fluid.

There followed a general discussion of the draft legislation

during which it was noted that the Reuss bill, while it contained sev-

eral novel features, a number of which appeared objectionable, also

contained certain proposals similar in character to proposals on which

he Board had previously taken a position in testimony before the Bank-

and Currency Committee. The Chairman indicated, at the conclusion

of the discussion, that it would be his intention to stand on the posi-

tions previously

take the general

expressed, insofar as they were applicable, and to

stance that it would be necessary to study any other

questions carefully. It was understood that the Chairman would have

available for his use, in such manner as he deemed appropriate, certain

e°111ments on provisions of the Reuss bill, these comments to be derived
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principally from the material contained in the June 14 memorandum from

the Research Division and to be tied in, where possible, with the Board's

earlier testimony.

During the discussion Governor Brimmer said he had been in

touch with the Manager of the System Open Market Account to ascertain

What progress was being made on the study of the question of System

Open market transactions in Federal agency issues. (Such a study had

been requested at the meeting of the Federal Open Market Committee on

June 7.)

getting

It appeared that while Mr. Holmes and his associates were just

into the matter, some serious operating problems were seen that

must be taken into account as the study proceeded.

Salaries at Minneapolis Bank (Item No. 1). Unanimous approval 

was given to a letter to the Federal Reserve Bank of Minneapolis approv-

ing the payment of salaries to two new officers at rates fixed by the

Bank's Board of Directors. A copy is attached as Item No. 1.

The meeting then adjourned.

Secretary's Note: Acting in the absence

of Governor Shepardson, Governor Robertson

today approved on behalf of the Board the

following items:

Ju— Memorandum from the Division of 
Personnel Administration dated

e 14, 1966, recommending that the number of summer jobs at the

irard in connection with the Youth Opportunity Campaign be increased
six to ten, with authorization for any resulting budget over-

;:Penditure. It was understood that the persons employed under this

1,7 °gram would be considered employees of the Divisions to which they
pare assigned for purposes of administration, but that for budgetary
1,1'r1rPoses they would be carried in the Special Project-Youth Opportunity

°gram in the Division of Administrative Services.



Memorandum from S. G. Schmid, Economist, Division of Research and
Statistics, requesting permission to work for a management consulting
firm on a part-time basis.
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BOARD OF GOVERNORS Item No. 1
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FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

ADDRESS orriciAL CORREBPONDIENCE
TO TN( BOARD

June 15, 1966

1DENT

Mt, Hugh D. Galusha, Jr., President,
Pederal Reserve Bank of Minneapolis,
Minneapolis, Minnesota. 55440

Dear Mr. Galusha:

The Board of Governors approves the payment of salaries to
11 following officers of the Federal Reserve Bank of Minneapolis for
t "

._!1e Period June 15 through December 31, 1966, at rates indicated,
nich are those fixed by your Board of Directors as reported in your

letter of June 9.

Name Title 

LeRoy G. Hughes Building Officer

Ellen M. Bilsey Assistant Secretary

Annual
Salary 

$14,500
10,000

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.


