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TO OUR MEMBER BANKS:

We are pleased to present the Annual Report of the 

Federal Reserve Bank of Richmond for 1967. The report features 

an analysis of "The Changing Face of District Banking" during 

the period from 1960 through 1966. Also included are the Bank's 

annual financial statements, a brief summary of the highlights 

of the year's operations, and a current list of officers and direc

tors of our Richmond, Baltimore, and Charlotte offices.

On behalf of our directors and staff, we wish to thank 

you for the splendid cooperation and support you have extended 

to us throughout the past year.

Sincerely yours,

Chairman of the Board President
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THE CHANGING FACE OF DISTRICT BANKING

Econom ic grow th is a process of change, and  in a g ro w in g  econom y on ly  

those institutions w hich are  capab le  of adap tin g  to a  ch an g in g  environm ent can 

long  survive. For this reason, the history of com m ercial b an k in g  in the United 

States, from  colonial d ays  to the present, is a chronicle of change. O ve r this 

long period, econom ic and  social developm ents in the form  of chang in g  

techniques of production, sh ifting patterns o f dem and  fo r goo d s and  services, 

e xp a n d in g  markets, and  other change s that are  a part of the process of economic 

developm ent, created pow erfu l pressures to alter and  to reshape the basic 

features o f the ban k in g  system.

W ith  the b an k in g  system  organ ized  on a  p redom inantly  free enterprise 

basis, ind iv idua l banks responded to these pressures on their ow n  initiative. 

Their efforts to adap t to the ch an g in g  dem ands of the m arketplace, however, 

w ere  shaped  and  restrained by  the legal environm ent w ith in  w hich the 

b an ks operated.

O ve r the years, the process of econom ic developm ent in the United States 

has va ried  from  time to time and  from  region to region. A t the sam e time 

the restraints on b an k in g  adap tion  to change, w hich often took the form  of 

state or Federal laws, have  a lso  varied. A s  a result, the w a y  the ban k in g  

system  responded to the pressures accom pany in g  the dynam ic  evolution o f the 

econom y differed over time and  from  one state to another. In the first two
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decades of this century, for exam ple, the num ber of com m ercial banks in the 

United States increased about tw o and  one-half times, and  by  1920  they 

num bered a lm ost 30,000. This phenom enal increase in b an k in g  institutions, 

w hich to som e extent reflected competition between state and  Federal authorities 

in the chartering of new  banks, w a s  fo llow ed  in the 1920 's  b y  a  la rge  num ber 

of suspensions and  m ergers and  b y  the virtual collapse of the b an k in g  system  

in the early  1930 's. By 1933, the num ber of com m ercial banks in the United 

States had  fallen to less than ha lf the 1921 figure.

The period of rap id  econom ic grow th  fo llow ing  W orld  W a r  II a lso  b rought 

fa r-reach ing  changes in the econom y. Population g rew  at a m uch faster rate 

than in the decade of the 1930 's  and  per capita income rose rapid ly. This 

g row th  w a s  accom pan ied  by  dram atic shifts in dem ograph ic  patterns, sha rp  

change s in age-d istribution, la rge  m ovem ents from  rural to u rban  areas, and  

equa lly  great m ovem ents from  central cities to suburbs. N e w  industries d e 

veloped, others shifted their ge og rap h ic  locations, and  the a ve ra ge  size of 

business units increased. G row th in per capita income contributed to change s 

in sa v in g  and  consum ption patterns and  created a need for increased b an k in g  

services a n d  fo r new  kinds of b an k in g  services. Population shifts centered these 

new  dem ands on a rea s served inadequate ly  or not at all by  existing b an k in g  

offices. C h an ge s  in the industrial and  com m ercial structure a lso  created needs 

for add itiona l and  different b an k in g  services in new  areas. Finally, increasing 

costs and  the grow th  of autom ation  prov ided  incentives for a technological 

revolution in bank ing , w ith im portant im plications for the k inds o f services 

b an ks could offer to their clients.

The response of the b an k in g  industry  to these ch ang in g  conditions a n d  

needs differed greatly  from  earlier periods. The dem ands fo r increased b an k in g  

services and  new  types of services d id not lead to a great increase in the 

num ber of banks. Indeed, between 1947  and  1966  the num ber of com m ercial 

b an ks in the United States declined from  14,181 to 13,770. O ve r  the sam e 

period, how ever, the num ber of branches and  add itiona l offices increased from  

just over 4,000  to m ore than 16,000. This period w a s  m arked  by  a  la rge  

num ber of m ergers and  consolidations, w ith  most of the ab so rbed  b an ks con

verted into branches, and  the establishm ent of a great m any c/e novo branches. 

In addition, it sa w  a sharp  accentuation in the grow th of system s in vo lv in g  

the link ing together of b an k in g  units, both fo rm a lly  and  inform ally, th rough  

stock ow nership.
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The e xp ansion  of b an k in g  services in particular a reas in this period w a s  

influenced to an  im portant degree by the legal constraints app licab le  to the 

area  w ith in w hich the change  occurred. Com m ercia l banks in the United States 

operate in a un ique legal environm ent, w ith Federal and  state-chartered b an k in g  

system s operating side by side in each state, and  w ith both Federal and  state 

law s a p p ly in g  to m ost types of b ank  expansion. In each state, state law  

determ ines the status of branch ban k in g  for national as well a s state banks. 

M ost bank  m ergers and  ho ld ing com pany  activities, however, fall under the 

p rov isions of Federal legislation, with Federal supe rv iso ry  agencies exercising 

im portant pow ers in these areas. These agencies include the O ffice o f the 

Com ptroller of the Currency, the Federal Deposit Insurance Corporation, a n d  

the Federal Reserve System , each m ore or less independent of the other. M o re 

over, in recent yea rs the United States Departm ent of Justice has p layed a  more 

active role in policing the competitive effects of b an k  structure change.

The com prehensive  story of this latest chapter in United States b an k in g  

cannot be told in this report. It w ou ld  require fa r  m ore time and  space, a n d  

the ad van ta ge  of a m uch better perspective, than is a va ilab le  at the moment. 

Rather, this study is confined chiefly to changes in b an k in g  structure in the 

Fifth District from  1960  th rough 1966. A s  such, it encom passes on ly  a brief 

span  of time and  on ly  a sm all segm ent of United States bank ing . It is offered 

in the belief that the Fifth Federal Reserve District represents an  excellent 

laboratory  fo r the study of b an k in g  structure developm ent, since its recent 

history presents a  varie ty  of state ban k in g  structures w ith in  a relatively sm all 

area. A t one extreme, W est V irg in ia  is a strict un it-bank ing  state that outlaw s 

all form s of multiple-office b an k in g  o rgan ization. A t the other extreme, banks 

in M a ry la n d  and  the two C a ro lina s have  in recent yea rs e n gage d  in rather 

w idesp read  m erger and  branch ing activities. Between these extremes, V irg in ia  

since 1962 has been adjusting to a new  limited branch b an k in g  law  an d  a 

flu rry  of b an k  ho ld ing  com pany  activity.

8

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



B ank in g  law s and  the adm in istrative  actions of supe rv isory  authorities are 

perhaps the most im portant factors determ ining how  a ban k in g  system  responds 

to a  g row in g  economy. Sup e rv iso ry  authorities influence the ban k in g  structure 

through control over the chartering of new  banks, the open ing  an d  closing of 

branches, over b an k  m ergers, and  over the form ation and  grow th  o f bank 

ho ld ing  com panies. In some of these a rea s Federal law  is param ount; in others 

state law  governs, and  in still others authority is divided.

Since the establishm ent o f the N ationa l Bank in g  System  m ore than one 

hundred  years ago, authority over the chartering of com m ercial b an ks has 

been d iv ided  between state and  Federal authorities. For m any  yea rs  both 

Federal and  state law s w ere  ve ry  lenient w ith respect to the g ran tin g  of 

charters for new  banks. Charters w ere granted a lm ost autom atica lly  upon 

application  to a n y  g roup  possessing a certain m inim um  am ount of capital and  

m eeting other limited requirem ents specified by  law. Federal legislation of 

the 1930 's, however, specifically directed the Com ptroller of the Currency, in 

g ran ting  bank  charters, to consider such th ings as the b a n k s ' future ea rn ing  

prospects and  the convenience and  needs of the community. Today, the law s 

of most states contain sim ilar provisions.

A lthough  the basic law s relating to the chartering of banks have  not 

changed  in m any  years, the adm inistration of these law s has apparently  varied
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from  time to time. In the seven years before I9 6 0 ,  for exam ple, 32 new  banks 

w ere o rgan ized  in the Fifth District. In the fo llo w ing  seven years, 76  new  

charters were granted. A  m ore rapid  rate of econom ic expansion  in the later 

period m ight account for som e of the increase in new  b an k  form ations, but it 

a p p e a rs  that change s in the attitudes of supe rv iso ry  authorities tow ard  the 

chartering of new  banks w a s  a more im portant exp lanation.

Branch Banking

The right of a b ank  to do business at m ore than one place is restricted 

by  both Federal and  state laws, but today Federal legislation g ive s a national 

ban k  the sam e branch ing  pow ers as are enjoyed by  state banks in the state in 

w hich the national b an k  is located. This goes fa r  tow ard  e xp la in in g  differences 

in state b an k in g  structures, for state law s on branch b an k in g  v a ry  greatly, a 

fact that is well illustrated in the Fifth District. M oreover, changes in the law s 

of the several states m ay  determ ine the nature and  direction of structural changes 

in a  particular time period.

A m o n g  Fifth District states, state-w ide b ranch ing w a s  permitted in M a ry lan d , 

North Caro lina, and  South C aro lina  th roughout the 1960 -1966  period. Banks 

in the District of C o lum b ia  were permitted to branch w ith in  that jurisdiction 

w ith the ap p rova l of the Com ptroller of the Currency. Throughout the period, 

W est V irg in ia  law  prov ided  that no bank  could install or m ainta in  a branch or 

e n gage  in business at a n y  place other than at its principal office.

The most interesting and  sign ificant developm ent in the Fifth District in 

the period under study w a s  the change in the V irg in ia  b an k in g  law  in 1962. 

For som e yea rs p rior to that date, c/e novo b ranch in g  in V irg in ia  w as restricted 

to the limits of the city, town, or county in w hich the parent bank  w a s  located. 

B ranch ing by a m erger of banks located in the sam e or ad jo in ing  counties or 

w ith in 25  m iles of the parent bank  w a s  permitted. M e rge rs  of this type were 

limited to ban ks that had  been in existence for five  years except under 

em ergency conditions, in w hich case the lim itation could be w aived.

The law  w a s  am ended  in 1962 to permit banks to branch on a  state-w ide 

basis th rough merger. The five  yea r limitation, how ever, w a s  unaltered. The 

restriction upon de novo branch ing was retained, a lthough  it was libera lized  

som ew hat to perm it the establishm ent of new  branches in cities contiguous to 

the county or city in w hich the parent bank  is located or in counties contiguous
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to the city w here  the parent b ank  is located. In the latter case, the branch 

m ay  not be m ore than five  miles outside the city limits. The pronounced 

change s in V irg in ia 's  b an k in g  structure fo llow ing  these change s in the law  will 

be discussed in a later section.

Bank Mergers

The period since W orld  W a r  II has been m arked by num erous bank  mergers, 

w ith most of the acqu ired  banks being operated as branches of the rem a in ing  

bank. The rate at w hich ban ks w ere be ing ab so rbed  become so great in the 

early  1950 's  that concern developed over the effects on competition. A t that 

time, control over b ank  m ergers w a s  d iv ided  between state and  Federal a u 

thorities, a lthough  there w a s  no clear-cut statutory authority for the Federal 

agencies w ith respect to b an k  m ergers. The g ro w in g  rate of b ank  m ergers 

and  the absence of un iform  statutory standard s am o n g  Federal agencies 

created dissatisfaction w hich  eventually  resulted in the p a ssa ge  of the Bank 

M e rge r Act o f 1960.

This legislation g a ve  Federal b an k in g  authorities control over all m ergers 

invo lv in g  insured banks, abou t 98 per cent of all banks. It p rov ided  that no 

insured com m ercial b an k  could m erge w ith another insured bank  w ithout prior 

written a p p rova l from  the Com ptroller of the Currency w here  the resulting bank  

w a s  a national bank, the Board  of G ove rno rs w here  the resulting bank  w a s  

a state m em ber bank, or the Federal Deposit Insurance Corporation  w here  the 

resulting ban k  w a s  an  insured nonm em ber bank.

In acting upon  a m erger application the approp ria te  supe rv iso ry  agency  

w a s  required to consider a num ber of b an k in g  factors, such a s ad eq uacy  of 

capital structure, a s well a s  the convenience and  needs of the public a n d  the 

effect of the m erger on competition. To encourage uniform  application  of the 

law, the a p p ro v in g  authority w a s  required to request the other superv isory  

agencies and  the Departm ent of Justice to subm it reports eva lua tin g  the com 

petitive factors involved. After w e igh in g  all of these factors, the superv isory  

a ge ncy  w a s  not to app rove  the application unless it found  the m erger to be 

in the public interest.

At the time of the enactment of the Bank M e rge r Act of 1960  it w a s  

genera lly  believed that the antitrust law s d id not a p p ly  to m ergers and  con

so lidations of banks. This belief w a s based prim arily  on the fact that b an k ing
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is a regulated business. In addition, the 1950 am endm ents to Section 7 of 

the C layton  Act were specifically m ade app licab le  on ly  to corporations "subject 

to the jurisdiction of the Federal Trade C om m ission," a n d  ban ks are  not subject 

to the Com m ission 's  jurisdiction. Thus, it w a s  believed by  m any  that the re

qu irem ent that the Justice Departm ent investigate the competitive factors involved 

in proposed bank  m ergers w a s  to be for purely a d v iso ry  purposes.

However, in 1961 the Justice Departm ent challenged several b ank  m ergers 

on the g rou nd s that they vio lated the antitrust laws, a n d  in 1963 the United 

States Sup rem e Court handed  dow n  a landm ark  decision in a  case in vo lv in g  the 

p roposed  m erger of the Ph ilade lph ia  N ationa l Bank and  The G ira rd  Trust Corn 

Exchange  Bank. The Court ruled that b an k in g  is com m erce an d  that the 

p roposed  m erger w ou ld  be in vio lation of Section 7 of the C layton  Act. 

A  1964  decision found  a m erger of b an ks  in Lexington, Kentucky, to be in 

v io lation  o f the Sherm an Act.

These decisions created confusion and  uncertainty in the b an k in g  com 

munity. They appeared  to render m ean ingless those p rov ision s of the Bank 

M e rge r Act w hich  required the regu latory agencies to take account of b an k ing  

factors and  the convenience and  needs of the public in considering m erger 

proposals. Instead, it appeared  that competition, m easured in term s of m arket 

structure rather than perform ance, w a s  to be the controlling factor in determ in

ing  the legality of a proposed bank  merger. M oreover, decisions requiring 

the "u n sc ra m b lin g " of m ergers that had  been app roved  by  the p roper regulatory 

agency, and  that had  actually been consum m ated severa l yea rs  prior to the 

decisions, on ly  added  to the state of confusion. This state of a ffa irs  brought 

w ide sp read  dem ands that C ongre ss pass legislation recogn iz ing  that b an k ing  

is a regulated  industry and  therefore should  not be considered the sam e  as a 

nonregu lated  industry for purposes of antitrust regulation. These dem an d s led 

to the am endm ent of the Bank  M e rge r Act in February 1966.

The 1966  Am endm ent prov ide s that the responsib le  Federal a ge n cy  shall 

not ap p rove  (a) a n y  p roposed m erger w hich  w ou ld  result in a  m onopoly, or 

w hich w ou ld  be in furtherance of a n y  com bination or consp iracy  to m onopolize  

b a n k in g  in a n y  part of the United States; or (b) a n y  other p roposed  m erger 

the effect of which m ay  be to substantia lly  lessen competition, or to tend to 

create a m onopoly, or w hich in a n y  other m anner w ou ld  be in restraint of 

trade, unless it find s that the anticom petitive effects are  c learly outw eighed 

in the public interest by the p robab le  effect in m eeting the convenience and
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needs of the com m unity to be served. In every case, the responsib le a ge ncy  

is required to consider the "b a n k in g  factors" and  the convenience and  needs 

of the com m unity. To elim inate som e of the uncertainty invo lved in b ank  

m ergers, the am endm ent prov ided that a n y  m erger w hich is not attacked in 

court w ith in  30  days  fo llow ing  fina l app rova l by the regu latory agency  can no 

longer be challenged for vio lation of antitrust law s except under Section 2 

of the She rm an  Act.

Severa l new  cases were b rought to court by  the Justice Departm ent im 

m ediately fo llow ing  p a ssa ge  of this legislation. In a M a rch  1967 decision the 

Suprem e Court ruled that an  action cha lleng ing  a b an k  m erger on the g round  

of its anticom petitive effects is brought under the antitrust law s and  not under 

the Bank M e rge r Act of 1966. M oreover, the courts are not to g ive  presum ptive 

w eight to the prior b an k in g  agency  decision. The court's judgment, not that 

of the supe rv isory  agency, f ina lly  determ ines the legality of the merger.

Hopes that the Bank  M e rge r Act of 1960 and  the 1966  am endm ent to that 

Act w ou ld  elim inate the legal uncertainties su rround ing  ban k  m ergers proved 

to be unfounded. The courts m ay  still overrule  a  decision of a superv isory  

agency, and  the decisions handed  dow n thus fa r  leave m any  im portant 

questions unansw ered.

A lthough  bank  m ergers have  occurred at a  rap id  pace since 1960, there 

is reason to believe that the total num ber w ou ld  have  been considerab ly  la rger 

but for the legal uncertainties a ris in g  from  the 1963 decision of the 

Suprem e Court in the Ph iladelph ia  case. In the Fifth District, for exam ple, 

25  m ergers w ere consum m ated in 1960 and  24  in 1961. The num ber rose 

to 40  in 1962 and  42 in 1963, but fell to 25 in 1964. It did not rise above  

30 in either 1965 or 1966.

Bank Holding Companies

Banks affiliated w ith hold ing com pan ies are  subject to the sam e law s and  

regulations a s other banks, but the ho ld ing com pany  itself is u sua lly  not subject 

to the genera l b an k in g  law s of either the states or the Federal Governm ent. 

Thus, for m any  yea rs there were few  legal restrictions on ho ld ing com pan ies 

except for Section 7 of the C layton Act. The B an k in g  Acts of 1933 and  1935  

gave  the Federal Reserve System  som e authority over ho ld ing  com panies, but 

not enough  to control their form ation and  operation. The Bank H o ld ing
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C om p any  Act of 1956  w a s  designed  to strengthen the control of regu latory  

authorities over the form ation and  activities of b ank  ho ld ing  com panies.

This Act defines a b ank  ho ld ing com pany  as one w hich  controls 25  per 

cent or m ore of the voting  stock of two or m ore banks, or w hich  controls the 

election of a m ajority of the directors of tw o or m ore banks, or w hich fo r the 

benefit of w hose  stockholders or m em bers 25  per cent o r m ore of the voting  

stock of tw o or m ore banks is held by  trustees.

The Act g a v e  the Board of G ove rnors of the Federal Reserve System  

supe rv isory  authority over b ank  ho ld ing com panies, and  all b ank  ho ld ing  com 

panies (as defined by  the Act) are  required to register w ith  the Board. Prior 

app rova l is required before a corporation m ay  becom e a bank  ho ld ing com pany 

and  for most acqu isitions of b an k  stock thereafter. Bank  ho ld ing com pan ies 

m ay  not acquire, w ith certain exceptions, ow ne rsh ip  or control of non bank  com 

panies, nor m ay  a ho ld ing com pany  acqu ire voting  share s of a n y  bank  located 

outside the state in w hich its principal offices are located, unless such acquisition 

is specifically authorized  by the law s of the state in w hich the bank  is located.

A m endm ents to the Act in 1966  genera lly  b roadened  its coverage. The 

most noticeable sing le  change, however, w a s  the revision of that portion of the 

o rig ina l Act e stab lish ing gu ide lines to be used by  the regu lato ry  agencies in 

a p p ro v in g  applications. These gu ide lines now  contain the sam e antitrust and  

m onopo ly  p rov ision s a s  are found  in the am ended  Bank  M e rge r Act.

The Federal Act does not prevent a n y  state from  exercising pow ers or 

jurisdiction over b an k  ho ld ing com panies and  several District states have  law s 

relating to bank  ho ld ing  com panies. C han ge s in the V irg in ia  code in 1962 

included a defin ition of a b ank  ho ld ing  com pany  ve ry  s im ila r to that found  in 

the Federal statute. In 1965, South C aro lina  adopted a  State Bank  H o ld ing 

C o m p an y  Act w hich defined a ho ld ing com pany  in a sim ila r m anner and  placed 

control of such com pan ies under the State 's Bank  Control Board. The Board  

must app rove  the form ation  of b ank  ho ld ing  com pan ies a s  well a s  certain 

acquisitions b y  such com panies. W est V irg in ia 's  code contains a prov ision  w hich 

apparently  proh ib its b an k  ho ld ing com pany operations in that state. The law s 

of North Caro lina, M a ry lan d , and  the District o f C o lum b ia  m ake no reference 

to bank  ho ld ing com panies.
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THE EFFECTS OF MERGERS  A N D  
B R A N C H IN G  ACTIVITY, 1960-1966

The evolution of a  b an k in g  structure is a continuing story a n d  a  synopsis 

of earlie r chapters m ay  be useful in p rov id ing  perspective. Ideally, such a 

synop sis  m ight cover a century or more, but for purposes of this report a  review  

of the fifteen postw ar yea rs from  1945  to 1960  w ill have  to suffice.

A t the end of 1945, the Fifth District (plus the s ix  W est V irg in ia  counties 

in the Fourth District) had  1,058 com m ercial b an ks and  394  branches for a  total 

of 1,452 b an k in g  offices. These ban ks had  total deposits of nearly  $8  billion 

w hich  g a v e  an  a ve ra ge  of about $7.5 m illion of deposits per bank. Relative to 

the United States, the Fifth District had  7.5 per cent o f the banks, 10 per cent 

of the branches, 8 per cent of the b an k in g  offices, a n d  5.3 per cent o f the 

deposits. Thus, m easured in terms of deposits, District b an ks  w ere  substantia lly  

sm aller than the national ave rage , a lthough  they had  m ore branches.

B an k in g  data  for the period 1945 -1960  suggest that the Fifth District 

experienced som ew hat greater b an k in g  change s than d id the country a s  a  whole. 

The num ber of banks in the Fifth District declined to 960  fo r a d rop  of 9.3 per 

cent, w h ile  the correspond ing fa ll in the w hole  country w a s  on ly  4.7 per cent. 

Conversely, branches in the District m ore than trebled w h ile  in the nation 

they w ere  increasing by  169 per cent. A s  a result, the num ber of b an k in g  

offices in the District rose by  a little more than a  half com pared  to an  increase
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Fifth Federal Reserve District 

J a n u a ry  1, 1960-Decem ber 31,

ALL C O M M E R C IA L  B A N K S

N um be r of B anks 
(beg inn ing  of period)

N e w  Banks

M erge rs  and  A b so rp tion s

V o lun ta ry  L iquidations 
and  Suspension s

N um be r of Banks 
(end of period)

Net C h an ge  

B R A N C H ES

District o f 
C o lum b ia

1966

M a ry la n d
N orth

C a ro lin a
South

C a ro lin a V irg in ia
W est

V irg in ia Total

12 140 192 145 309 183 981

4 14 2 11 34 11 76

2 32 57 28 91 4 2 1 4

1 1

14 122 137 128 251 190 842

N um be r o f B ranches 
(beg inn ing  of period)

59 213 448 128 237

N e w  Branches 2 9 170 307 145 273

Banks Converted to B ranches 2 33 55 28 90

Branches D iscontinued 2 10 24 5 7

N um be r of Branches 88 406 7 8 6 2 9 6 593
(end of period)

Net C h an ge

C han ge  in B an k in g  O ffices

-  139

1,085

9 2 4

208

48

2 ,169

+  1,084 

+  945
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of one third for the country a s  a whole. Total deposits recorded a  slightly  

la rge r ga in  in the District— 57 per cent a ga in st  53  per cent— w hich g a v e  the 

District a total of $12.8  billion in I9 6 0 ,  or 5.4 per cent of the national total. 

Since the num ber of b an ks declined m ore and  deposits rose more, the a ve ra ge  

of deposits per b an k  increased con siderab ly  m ore in the District than in the 

nation, 71 per cent a s  com pared w ith 6 0  per cent.

G eograph ica lly , the g a in s  in the District w ere well distributed except w here  

special conditions prevailed. W est V irg in ia  had  no branches and  the num ber 

of banks increased by  on ly  three, so there w a s  no sign ificant change  in the 

num ber of b an k in g  offices. North C a ro lina  had  the largest decline in the 

num ber of b an ks  and  by  fa r  the largest increase in the num ber of b an k in g  

offices. Rem arkab ly  few  new  banks w ere  o rgan ized  in North C aro lina  du rin g  

this period, but num erous de novo  b ranche s were e stab lished  and  a la rge  

num ber of b an ks w ere  converted into branches th rough  m ergers. The sm allest 

increases in deposits— less than 45 per cent— w ere recorded in W est V irg in ia  

a nd  the District of Co lum bia, in both instances due in part to slow  popu lation 

growth. V irg in ia  had  the largest increase w ith 76  per cent.

District Changes, 1960-1966

In com parison  w ith the earlier po stw ar years, developm ents in the 

1960 -1966  period m ay  be described a s  "m o re  of the sam e, on ly  m ore so ." 

In a lm ost every  category— o rgan ization s of new  banks, m ergers a n d  absorptions, 

e s ta b lis h m e n t  o f de  n o v o  b ra n c h e s ,  h o ld in g  c o m p a n y  fo rm a t io n s— c h a n g e s  

occurred at a con side rab ly  m ore rap id  pace than in the 1945 -1960  period. 

In this seven years, b a n k in g  offices increased by  945, com pared w ith 763  in 

the fifteen yea rs fo llow ing  W orld  W a r  II. N e w  banks o rgan ized  a ve ra ge d  five  

per yea r in the latter ha lf of the 1950 's; the a ve ra ge  w a s  alm ost 11 per yea r 

in the 1960 -1966  period, and  in 1963 and  1964  the num bers w ere 19 a n d  20, 

respectively. A t the sam e time, ban ks w ere ab so rbed  th rough m erger at a 

m uch faster pace. N o  few er than 214  b an ks w ere  m erged in this seven-year 

period, w ith 208  o f these converted into branches. The net result of these 

and  other change s w a s  a decline of 139 in the num ber of banks in the District.

In add ition  to the la rge  num ber of branches created th rough m ergers, 

924 de novo branches were established. This was a record pace, almost twice
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that of the late 1950 's. Coup led  w ith the num ber of branches resulting from  

m ergers, and  tak ing  account of d iscontinued branches, this rap id  pace of 

de novo branching led to a net increase of 1,084 in the number of branches 

in the Fifth District between 1960 and  1966.

Changes by State

A s  in the earlie r postw ar period, W est V irg in ia  had  the least num ber of 

changes in b an k in g  structure. Eleven new  ban ks w ere  o rgan ized  and  four 

were ab so rbed  th rough m ergers, ra is ing  the total from  183 at the b eg in n ing  of 

1960 to 190 at the end of 1966. There w ere no branches in W est V irg in ia  

du rin g  this period.

O n  the other hand, V irg in ia  had  the most fa r-reach ing  and  perhaps the 

most interesting change s in b an k in g  structure over this period. A n  im portant 

contributing factor here w a s  the 1962 change  in the b an k in g  code which per

mitted a ban k  to acqu ire  branches anyw h e re  in the state th rough merger. 

The revised law, which retained relatively close restrictions on de novo branch

ing, affected the b an k in g  structure in several w ays. First, it encouraged  the 

form ation of b an k  ho ld in g  com panies, a subject w hich w ill be discussed later. 

Second, it greatly  increased the rate of creation of branches by perm itting the 

establishm ent of reg iona l and  state-w ide branch system s th rough m erger and  

by accentuating the rate of formation of de novo branches.

For the period 1960-1966, V irg in ia  had  m ore b an k  m ergers than a n y  

other Fifth District state and  most of these resulted in the conversion of a bank  

into a branch. Moreover, a total of 273 de novo branches were established 

in the state, second on ly  to North C a ro lina  am o n g  Fifth District states. In 

addition, the new  environm ent seem ed to g ive  im petus to the form ation of new  

banks and  for the period m ore new  b an ks w ere  o rgan ize d  in V irg in ia  than 

in a n y  other Fifth District state. A s  a result of all changes, the num ber of b an ks in 

the state declined by 58  and  the num ber of branches rose by  356. O vera ll, the 

num ber o f b a n k in g  offices increased by  298, a ga in  of 55  per cent from  1960.

The North C aro lina  ban k in g  structure a lso  underw ent num erous change s 

in the period. For the m ost part, however, the North C a ro lina  experience, unlike 

that of V irg in ia , represented a continuation of trends da tin g  back to the 1950 's  

rather than an  ab rupt change  brought about by new  legislation. O ne  interesting
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feature w a s  the rem arkab ly  sm all num ber of new banks o rgan ized, on ly  fou r 

from  1950  through 1959  and  on ly  tw o since the beg inn ing  of 1960. The con

version of banks into branches as well as the establishment of c/e novo 

branches continued, and  at the end of 1966  North C aro lina  had  the largest 

num ber of branches of a n y  District state. The rate of increase in branches 

since the b eg in n ing  of 1960, how ever, w a s  lower than in a n y  of the other 

District states perm itting b ranch ing  and  w a s  substantially below  the rate for 

the District a s  a whole.

Developm ents in M a ry la n d  and  South Caro lina  were quite sim ila r in nature. 

Both states show ed  a relatively sm all decline in the num ber of b an ks  a n d  a  

la rge  increase in branches. In M a ry la n d , the num ber of m ergers exceeded 

new  b an ks o rgan ized  by  18 an d  there w a s  a net ga in  in branches o f 193. 

Total b an k in g  offices increased by  slightly  less than 50 per cent in the seven years.

In South C aro lina  m ergers and  new  bank  form ations brought a net reduc

tion of 17 in the num ber of banks, a relatively sm all 12 per cent decline. N ew  

branches w ere  established at an  increasing pace throughout the period, h o w 

ever, and  the total num ber of branches rose by 168, or 131 per cent. In the 

fina l fou r yea rs of the period, for exam ple, new branches established ave ra ge d  

25 per year, com pared w ith an  a ve ra ge  of just under 15 per yea r in the first 

three years. Total b an k in g  offices increased by 55 per cent.

D ram atic changes in the b an k in g  structure of the District of C o lum b ia  are  

ha rd ly  to be expected. The ge og raph ica l area is small, completely urban, and  

the h igh ly  limited scope of the political jurisdiction severely restricts the ab ility  

of resident banks to respond to local a rea  dem ographic changes. Nevertheless, 

there w ere changes in the yea rs 1960  through 1966. Four new  ban ks w ere 

o rgan ize d  and  two becam e branches of other banks through merger. Twenty- 

nine new  branches w ere established, w h ile  two were discontinued. A ll in all, 

the num ber of b an k in g  offices rose to 102, an increase of 44  per cent over 

the figu re  at the b eg in n ing  of 1960.

Growth in Deposits

The changes in Fifth District b an k in g  structure described ab o ve  w ere 

accom pan ied  by an increase in total deposits from $12 billion at the b eg in n ing  

of 1960  to $20  billion at the end of 1966, a grow th of 66.7 per cent. This
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com pares w ith an increase of 61.2 per cent for all United States banks. North 

C aro lina  had  by  fa r the largest percentage grow th  in deposits ove r the seven- 

ye a r period, alm ost 78 per cent. Deposit grow th in M a ry la n d  a n d  V irg in ia  w a s  

about the sam e as the Fifth District ave rage , a lthough  V irg in ia 's  increase in 

abso lute terms, about $2.1 billion, w a s  a lm ost a s la rge  a s North C a ro lina 's.

The changes in num bers o f b an ks and  b an k in g  offices, com bined w ith the 

substantia l grow th in deposits, sugge st s ign ificant change s in the size o f b an k in g  

units. For the entire Fifth District, deposits per b ank  rose from  $12.3  m illion 

at the beg inn ing  of 1960 to $23.8  m illion at the end of 1966, an  increase of 

93.5 per cent. This com pares w ith a grow th  of 57.8 per cent fo r all b an ks in 

the United States. A s  a result, by  the end of 1966  deposits per b an k  in the 

Fifth District were only slightly  be low  the a ve ra ge  fo r the United States. 

Deposits per bank ing  office, how ever, rose on ly  m oderately over the seven -year 

period, from  $5.8 million to $6.6 m illion, and  rem ained substantia lly  be low  

the national average.

In both 1960 and  1966, deposits per b an k  w ere fa r  h ighe r in the District 

of Co lum bia  than in any  other part o f the Fifth District. The percentage in 

crease over the seven-year period, how ever, w a s  sm aller in the nation 's capital 

than in a n y  Fifth District state. Tw o  states had  increases la rge r than the Fifth 

District ave rage , North C a ro lina  w ith 150 per cent and  V irg in ia  w ith 106 per 

cent. G row th in ave rage  deposit size for M a ry la n d  banks w a s  abou t in line 

w ith that of the Fifth District, but increases for South C a ro lina  a n d  W est V irg in ia  

fell below  the District average. Because of the rap id  grow th in b a n k in g  offices, 

deposits per bank ing  office changed  little in m ost District states. W est V irg in ia , 

w here  the num ber of b an k in g  offices is the sam e a s the num ber of banks, 

w a s  the exception.

Population per Banking Office

O ne  of the great changes in com m ercial b an k in g  in the United States in 

recent decades has been the trend tow ard  w ha t m ight be called "c o n su m e r" or 

"re ta il" banking. Com m ercial and  industria l loans are  still the ha llm ark  of 

the commercial bank and  business deposits still represent the m ost im portant 

s in g le  source of funds, but to a stead ily  increasing extent com m ercial b an ks 

are  p rov id ing  loan and  deposit services to ind iv idua ls  a n d  consum er households.
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This has been reflected in the asset structure of commercial banks, in the grow th 

in consum er and  real estate loans, a s well a s in the deposit structure. In order 

to meet these new  needs of the public, commercial banks have  found  it necessary 

to p rov ide  m ore convenient and  m ore readily accessible b an k in g  facilities. 

C h an ge s  in the ratio of b an k in g  offices to population are both a m easure  of the 

pressures on the ban k in g  system  to p rov ide  added services and  o f the extent 

to w hich the ban k in g  system  has met these needs.

In the last seven years, the grow th in b ank ing  offices outpaced population 

grow th  in all Fifth District states w ith a  resulting decline in a ve ra ge  popu lation 

per b an k in g  office. For the w ho le  District the a ve rage  num ber of people per 

b an k in g  office fell from  just under 8,000 in 1960 to about 6,100  in 1966. The 

latter f igu re  com pares w ith an  a ve ra ge  population per bank ing  office of about 

6 ,500  for the entire United States in 1966.

For the Fifth District, the largest decline, in absolute terms, w a s  in the 

District of Colum bia, w here  the popu lation per bank ing  office fell a lm ost 2,800, 

or about 26  per cent. South C a ro lina  w a s  second, a lthough the percentage 

decline fo r that state w a s  even greater than for the District of Colum bia. By 

1966  the a ve ra ge  population per b an k in g  office in V irg in ia  had  fa llen to just 

under 5,400, the lowest fo r a n y  District state. The North C aro lina  figu re  w a s  

on ly  slightly  higher. W est V irg in ia , because of the absence of branches, 

show ed  the highest ratio o f popu lation  to bank ing  offices.

Changes in Concentration

Not surp ris ing ly, the la rge  num ber of bank m ergers and  the continued 

grow th  of branch b an k ing  o rgan iza t ion s sign ificantly increased the degree of 

concentration of b an k in g  resources in most District states in the last seven 

years. The District of Co lum b ia  and  the state of W est V irg in ia  w ere exceptions 

to this genera l statement, however. In both of these areas there were few  

change s in b a n k in g  structure, in the first instance because of the special nature 

of the area  and  in the other because of the state law  prohib iting branch banking . 

The degree  of concentration in these tw o areas differs greatly, how ever, w ith 

the five  largest banks in the District of Co lum bia  hold ing more than 88 per cent 

of the deposits in the area  w h ile  the five  largest banks in W est V irg in ia  hold 

slightly  less than 20 per cent of the state 's deposits.
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After the District of Colum bia, North C aro lina  show ed  the highest degree 

of concentration am ong Fifth District states. That state a lso  had  the greatest 

increase in concentration in the last seven years, a lthough  if ho ld ing  com pan ies 

are  treated as single bank ing  o rgan ization s the grow th of concentration in V ir 

g in ia  exceeded that in North Caro lina. In 1960, the five  largest banks in 

North Caro lina  held about 56  per cent of the deposits in the state, on ly  slightly 

h igher than the 55 per cent figu re  for M a ry lan d . But by 1966, the three 

largest banks in North C a ro lina  accounted for about half of the state's 

deposits, w hile the five largest banks held more than 65 per cent. The five 

largest M a ry la n d  banks, on the other hand, held on ly  60.5 per cent of total 

deposits in the state in 1966.

South Caro lina  show s a fa ir ly  h igh  degree of ban k in g  concentration. The 

five largest banks held over 50  per cent of the deposits in the state in 1960, 

but the increase in concentration between 1960  and  1966  w a s  m oderate, with 

the share held by the five  largest banks rising to 56.6 per cent.

In 1960 the degree of concentration of ban k in g  resources in V irg in ia  w a s 

extrem ely low, with the five largest banks ho ld ing just under 28  per cent of 

total deposits in the state. But the developm ent of reg iona l and  state-w ide 

branch systems fo llow ing the 1962 legislation brought about the largest relative 

increase in concentration for a n y  District state. A t the end of 1966, the three 

largest banks held almost 27  per cent of the state's deposits, and  the five  largest 

held alm ost 37 per cent. If ho ld ing com pany  o rgan ization s are  included these 

concentration figures are raised considerably, as the fo llow ing  section indicates.

Bank Holding Companies

N o  account of recent change s in Fifth District b an k in g  structure w ou ld  be 

complete w ithout some consideration of the activities of b an k  ho ld ing  com panies. 

Ho ld ing com pany bank ing  invo lves the effective control of the opera ting  policies 

of two or more banks th rough ow nersh ip  of stock by a separate  com pany  

established for that specific purpose. The ho ld ing com pany  device has been 

em ployed in United States b an k in g  for m any  years, but it has been of little 

sign ificance in the Fifth District until recent years. A s  of the present, it has 

assum ed important d im ensions on ly  in the state of V irg in ia , w here it has taken 

hold and  grow n  rap id ly since 1962.
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BANK HOLDING COMPANIES
Fifth Federal Reserve District

December 1960 Decem ber 1966

Hold ing H old ing
C om p an ie s* Banks Offices Deposits 

($ million)

C om p an ie s* Banks Offices Deposits 

($ m illion)

District of Co lum b ia 1 2 7 $156.1 1 2 13 $ 233.3

M a ry la n d 1 1 3 27.2 1 4 19 110.8

V irg in ia 2 6 15 92.7 4 38 223 1,499.4

Totals 2 9 25 $276.0 4 44 255 $1,843.5

*O n e  ho ld in g  com p an y  controlled b anks in M ary lan d , V irg in ia , and  the District of Colum bia. In 1960 this hold ing com pany w a s  

not registered w ith the Board  of Governors; in 1966 it w a s  registered.
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A t the end of I9 6 0 ,  there w ere  two bank  hold ing com panies in the Fifth 

District. O ne  of these, a V irg in ia  corporation with its activities la rge ly  con

fined to Northern V irg in ia , w a s  registered under the Bank H o ld ing C o m p a n y  

Act of 1956. A t the end of 1960, this g rou p  included four V irg in ia  b an ks  with 

e ight offices, ho ld ing $60.8 m illion of deposits. The other ho ld ing com pany  

w a s  exem pt from  the p rov isions of the Bank Hold ing C o m p any  Act of 1956 

because it w a s  an  affiliate  of a corporation registered under the Investm ent 

C o m p a n y  Act of 1940. In 1960, this ho ld ing com pany ow ned  shares in banks 

in V irg in ia , M a ry land , and  the District of Colum bia, as well a s  in three states 

outside the Fifth Federal Reserve District.

The accom pany in g  table indicates the extent of the grow th in b an k  ho ld ing 

com pan ies over the last seven years. Between 1960 and  1966, tw o bank  ho ld ing  

com pan ies were form ed in V irg in ia , and  still another w a s  established in

1967. M oreover, the 1966  am endm ent to the Bank H o ld ing C o m p a n y  Act 

b rought under the prov ision s o f that Act the hold ing com pany that had  

fo rm erly  been exempted.

But the increase in the num ber of ho ld ing com panies is not nearly  as 

im pressive  a s the grow th  in the num ber of banks, bank ing  offices, a n d  deposits 

controlled by  ho ld ing  com panies. In 1960, the two hold ing com pan ies operating  

in the Fifth District controlled nine banks w ith 25 b an k ing  offices a n d  ho ld ing 

$ 276  m illion of deposits. By the end of 1966  the num ber of banks controlled 

by  ho ld ing  com pan ies totaled 44 w ith 255  offices and  $1,844 million of deposits.

The im pact on the b an k in g  picture in V irg in ia  w a s  particu larly great. 

S ix  V irg in ia  banks, the largest ho ld ing  deposits of less than $50  million, w ere 

m em bers of ho ld ing com pany  g rou p s in 1960. In 1966, the num ber of banks 

had  risen to 38 and  deposits totaled a lm ost $1.5 billion. Tw o of the five 

largest b an ks in the state w ere lead banks in hold ing com panies at the end 

of 1966, and  the new  ho ld ing  com pany  created in 1967 included the state 's 

fourth largest bank. O ver a fourth of the state's b an k ing  offices were 

included in ho ld ing com pany  groups.

If b ank  ho ld ing com pan ies are considered as single bank ing  o rgan izations, 

the degree of concentration in V irg in ia  b an k ing  is considerably increased. The 

share  of the state's total deposits held by  the three largest b an k in g  units 

increases from  26.6 per cent to 32.2 per cent, and  the share  held b y  the five 

largest o rgan ization s rises from  36.6 per cent to 44.0 per cent. If account is 

taken of changes and  acqu isitions since December 1966 the concentration
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figu res become even higher. Nevertheless, the concentration of b an k in g  re

sources in V irg in ia  rem ains the second lowest a m o ng  Fifth District states.

H old ing com pany o rgan izations, or g rou p  b an k in g  a s it is som etim es 

called, are often looked upon  as be ing little m ore than m eans of getting a round  

restrictions on branch banking . It is true that in states w hich proh ib it or 

severely restrict branching, g rou p  b an k in g  m ay  be a substitute for branch 

organ izations. But the ho ld ing com pany  is a lso  found  in states h a v in g  little 

or no restrictions on branch banking.

It m ay  seem paradox ica l that the phenom enal grow th in ho ld ing  com pany  

ban k in g  in V irg in ia  came after the liberalization of the branch b an k in g  law s 

in 1962. Nevertheless, restrictions on branch b an k in g  prior to 1962 an d  the 

p rov isions of the 1962 legislation go  fa r  tow ard  exp la in in g  the grow th  in 

ho ld ing com panies in the last five years. Tw o ho ld ing com pan ies were 

operating in V irg in ia  prior to 1962, and  the tw o that were app roved  by  the 

Board of Governors in late 1962 w ere in the p lan n ing  stages before the change s 

in b ranch ing law s were fina lly  approved . But apa rt from  this, the prov isions 

of the 1962 legislation encouraged  expansion  by the ho ld ing  com pany  rather 

than the branch bank ing  route. Under present law, a b ank  m ay  enter a n y  

b an k in g  m arket in the state by m erg ing  w ith an  existing b an k  in that market. 

After the m erger is completed, however, it is not possible for the m erg ing  bank  

to acquire add itional b an k in g  offices in that area  except by  m erg in g  w ith 

still other banks. But if a ho ld ing com pany  acqu ires a b an k  in another part 

of the state, that bank rem ains a separate legal o rgan iza t ion  and  m ay  

continue to branch w ithin its hom e territory.

The 1960-1966  period saw  som e grow th in ho ld ing com pany  operations 

in M a ry la n d  and  the District of Colum bia, but nothing to com pare  w ith the 

phenom enal expansion  that occurred in V irg in ia . N o  new  ho ld ing  com pan ies 

w ere form ed in either jurisdiction du rin g  the period and  in the District of 

C o lum bia  no new banks were added  to the group, a lthough  the num ber of 

b an k in g  offices and  total deposits controlled by the ho ld ing com pany  increased. 

In M a ry land , three banks were added  to the one bank  that had  been controlled 

in 1960, and  the num ber of b an k ing  offices rose from  three to 19. There w a s  no 

ho ld ing com pany activity in North Caro lina, South Caro lina, a n d  W est V irg in ia .
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Earnings and Capital Accounts
Net ea rn ing s before paym ents to the United States T reasury rose 

$25 ,042,937.78  to a record $140,568,566.77  in 1967. M em ber banks in the 

Fifth District received statutory d iv idends of 6 per cent per annum , totaling 

$1,823,438.20, and  $137,245,978.57  w a s  pa id  to the Treasury as interest on 

Federal Reserve notes. Cap ita l stock rose $1,499,150.00 to $31 ,074,850.00  

and  the surp lus account w a s  increased $1,499,150.00 to $31,074,850.00.

Discount Rate
O n  Ap ril 7 the Richm ond Reserve Bank, with app rova l of the Board  of 

G overnors, lowered its discount rate from  4Vi per cent to 4 per cent. The 

action w a s  taken to bring the discount rate into line w ith other m arket rates 

and  to foster the Federal Reserve 's policy objective of assu ring  that the a v a il

ab ility  of credit is adequate  to provide for orderly economic growth. This 

m arked the first change  in the rate since Decem ber 10, 1965 w hen it w a s  in 

creased from  4 per cent to 4!6 per cent.

The discount rate w a s  increased to AV2 per cent on Novem ber 20  m a in ly  

because of the deva luation  of the pound  by the British Governm ent. 

Com m enting on the change, the Board  of G overnors expressed its confidence 

in the basic econom ic and  financial strength of the United States and  

p ledged to do its full share in m ainta in ing the soundness of the do lla r both 

dom estically and  internationally.
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Check Collection
Each year, the vo lum e of checks processed continues to g row  and  this 

year w a s  no exception. There w as an  8 per cent increase in the num ber 

of checks handled  during 1967.

Several important steps have been taken to cope w ith the increasing 

volum e and  im prove the overall check collection system. M otor carrier de 

livery of outgo ing cash letters to v irtually every bank  in the Fifth District has 

been enthusiastically endorsed by the banks. This im provem ent has insured 

prom pter delivery of our cash letters, thus reducing both collection time and  float.

During the year a study w a s conducted in the W ash ington -Ba ltim ore  

M etropolitan area to determ ine the feasib ility of e stab lish ing a reg ional check 

clearing center in that area. A  su rvey  of ninety-four b an ks revealed that the 

da ily  a ve rage  volum e of checks processed in the area, exclusive of correspondent 

clearings for customer banks, w as nearly  665  thousand  items. This volum e is 

considered sufficient to justify establishm ent of a reg iona l clearing center, and  

if area banks are receptive, a reg ional c learing center in the W ash ington - 

Baltimore M etropolitan area could become a reality in 1968.

O n  Septem ber 1, 1967, all Federal Reserve Banks put into effect the 

regulation under which they w ould  no longer hand le  a s cash items checks not 

inscribed in m agnetic ink w ith the routing sym bol-transit num ber of the d raw ee  

bank. This has greatly reduced the num ber of items requ iring  m anua l hand ling  

and  speeded up overall check processing operations.

Fiscal Agency
The Treasury Departm ent adopted a new  book-entry procedure for T reas

ury securities, effective Ja n u a ry  1, 1968. Under this procedure Federal Re

serve Banks, as fiscal agents of the United States, are  authorized to issue and  

hold Treasury securities in the form  of entries on their records in lieu of ho ld ing 

definitive securities for certain accounts of com m ercial banks.

Functional Cost Analysis
The Functional Cost A n a ly s is  Program  is now  in its second year. The 

p rogram  provides participating m em ber banks w ith a confidential report of 

com parative earn ings and  costs covering the m ajor b an k in g  functions for a 

full year. It enables participants to com pare income, expenses, and  earn ings 

w ith banks of sim ilar size and  deposit structure. Banks that have  taken a d 

van tage  of the program  have  been very enthusiastic about the results.
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New Member Banks

In the Fifth District, two ban ks becam e m embers of the Federal Reserve 

System  in 1967. O ne  of these is The N ationa l Bank of Comm erce of S p a rta n 

burg, Spartanbu rg, South Caro lina, a new ly  organ ized bank  that opened for 

business on M arch  13. The other is the City National Bank, Charlotte, North 

C aro lina, form erly  the City S a v in g s  Bank, a nonm em ber institution that con

verted to a national charter a n d  System  m em bership on A u gu st 23.

Changes in Directors
The election by Fifth District m em ber banks of one C lass A  director and  

one C la ss B director to three-year terms on the Board of Directors of the Head 

Office w a s  held in the fall. G iles H. M iller, Jr., President, The Culpeper N ationa l 

Bank, Culpeper, V irg in ia , w a s  elected a C lass A  director, succeeding G eorge  

Blanton, Jr., President, First N ationa l Bank, Shelby, North Caro lina. H. Dail 

Holderness, President, C a ro lina  Telephone and  Telegraph Com pany, Tarboro, 

North Caro lina, w a s  elected a C lass B director to succeed Robert R. Coker, 

President, C oke r's  Pedigreed Seed C om pany, Hartsville, South Caro lina.

The Board  of G ove rno rs appo inted  Stuart Shum ate, President, Richmond, 

Fredericksburg, and  Potom ac Railroad  Com pany, Richmond, V irg in ia , to a 

three-year term as a C lass C director of the Head Office. The Board  a lso  

designated  W ilson  H. Elkins, President, University of M a ry land , College  Park, 

M a ry la n d , a s C ha irm an  of the Board  of Directors, and  Robert W. Law son, Jr., 

M a n a g in g  Partner, Charleston Office, Steptoe & Johnson, Charleston, W est 

V irg in ia , as Deputy C ha irm an. M r. Elkins succeeded Edw in Hyde, President, 

M ille r & Rhoads, Richmond, V irg in ia , w hose  term as a C lass C director exp ired 

at the end of the year.

John H. Fetting, Jr., President, A. H. Fetting Com pany, Baltimore, M a r y 

land, w a s  appointed  by the Board  of G overnors to a three-year term a s  a 

m em ber of the Board of Directors of the Baltimore Branch. M r. Fetting fills a 

vacancy  caused by the exp iration  of the term of Leonard C. Crewe, Jr., C ha irm an  

of the Board, M a ry la n d  Specialty W ire, Inc., Cockeysville, M a ry land . The Board 

reappointed  W illiam  B. M cG u ire , President, Duke Power Com pany, Charlotte, 

North Caro lina, to a three-year term on the Board of Directors of the Charlotte 

Branch. M r. M cG u ire  w a s  first appo inted  to the Charlotte Board in 1965.

The Richm ond Board of Directors appo inted  several directors to the Boards of 

the Baltim ore and  Charlotte Branches. Jam es J. Robinson, Executive Vice Presi

dent and  Cashier, Bank of Ripley, Ripley, W est V irg in ia, w a s  appointed a director 

of the Baltim ore Branch, succeeding M artin  Piribek, Executive Vice President,
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The First Nationa l Bank of M organ tow n , M organ tow n , W est V irg in ia , and  

A d r ia n  L. M cCardell, President, First N ationa l Bank of M a ry lan d , Baltimore, 

M a ry land , w a s reappointed to a three-year term as a director o f the Branch. 

M r. M cCarde ll has served on the Baltim ore Board since 1965.

A t the Charlotte Branch, H. Phelps Brooks, Jr., President and  Trust Officer, 

The Peoples National Bank, Chester, South Caro lina, w a s  appo inted  a director 

succeeding W allace W. Braw ley, President, Nationa l Bank  of Com m erce of 

Spartanbu rg, Spartanburg, South Caro lina. The Richm ond Board  also  re ap 

pointed C. C. Cam eron, C ha irm an  of the Board and  President, First Union 

N ationa l Bank of North Caro lina, Charlotte, North Caro lina, a director of 

the Charlotte Branch.

Federal Advisory Council
The Board  of Directors selected J. H arvie  W ilk in son, Jr., to serve during

1968, for the second successive year, a s the Fifth District representative on the 

Federal A d v iso ry  Council. M r. W ilk in son  is C ha irm an  of the Board, State- 

Planters Bank of Comm erce & Trusts, Richmond, V irg in ia .

Changes in Official Staff
A  num ber of changes w ere m ade  in the official staff du rin g  the year. 

Effective October 1, Vice President Jam es Parthem os assum ed the add itiona l 

duties of Director of Research. M r. Parthem os succeeded Benjam in U. Ratchford 

w ho  retired in September. A lso  in Septem ber W illiam  H. W allace  joined the 

Research staff as an A ssistant Vice President. Robert L. M iller, form erly 

A ssistant Cashier, resigned in M arch  to accept a position w ith a Fifth District 

m em ber bank. R. Henry Sm art, fo rm erly  E xam in ing  Officer, retired in Ap ril 

a nd  subsequently accepted a position w ith a District com m ercial bank. W illiam  

T. C unn ingham , Jr., w as prom oted to A ssistant C ash ie r in Ju ly  and  is se rv ing 

a s the Junior Officer in the Personnel Department.

Several prom otions w ere announced  in Decem ber to become effective 

Ja n u a ry  1, 1968. Chester D. Porter, Jr., w a s  prom oted to Ch ie f Exam iner, and  

Edw ard  L. Bennett and Lloyd W. Bostian, Jr., w ere elevated to the position of 

A ssistant Vice President. A ll three m en were fo rm erly  Exam in in g  Officers. 

A lso  in the Exam in ing Departm ent, Frank D. Stinnett, Jr., w a s  nam ed Exam in ing  

Officer. In the Legal Department, W illiam  C. Fitzgerald w a s  prom oted to the 

position of Assistant Counsel. A t the Charlotte Branch, Boyd  Z. Eubanks w as 

nam ed Assistant Cashier. M r. Eubanks w ill supervise  the Discount and  Credit, 

M oney, and  Securities Departm ents at the Branch.
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Summary of Operations
C H E C K  C L E A R IN G  & C O LL EC T IO N  1967 1966 

D o lla r am ount

Com m ercial b ank  checks1 ..................................................  126,965,356,000 122,455,850,000

G overnm ent checks2 .......................................................... 11,682,544,000 10,458,478,000

O ther items ....................................................................... 844,063,000 831,043,000

N um ber o f items

Com mercial bank  checks1 ..................................................  418,481,000 385,844,000

G overnm ent checks2 .......................................................... 62,464,000 59,097,000

O ther items ....................................................................... 5,141,000 4,851,000

C U RR EN C Y  & C O IN

Currency d isbursed— D olla r am ount .................................... 2,636,834,175 2,470,387,445

Coin  d isbursed— D olla r am ount ...........................................  123,593,140 108,171,445

D ollar am ount of currency w ithd raw n  fo r destruction ..........  995,106,780 1,016,230,052

D olla r am ount o f currency burned '1 ...................................... 1,030,090,000 479,337,600

D a ily  a ve ra ge  o f currency burned

Dollar am ount3 .................................................................  4,055,472 1,894,615

N um ber ............................... .............................................  727,732 664,435

D IS C O U N T  & CRED IT  

D olla r am ount

Total loans m ade d u r in g  year ...........................................  1,143,190,000 4,744,173,000

D a ily  ave rage  loans outstand ing .......................................  5,811,205 29,330,216

N um ber o f banks b orrow ing  durin g  the yea r .....................  78 120

F ISC A L  A G E N C Y  A C T IV IT IE S

M arke tab le  securities delivered or redeemed

D olla r am ount ...................................................................  8,976,345,306 7,653,310,182

N u m b e r ..............................................................................  210,321 198,431

C oup on s redeemed

D olla r am ount ...................................................................  114,207,273 106,208,880

N u m b e r ..............................................................................  369,077 372,840

Sa v in g s  bond  issues

D o lla r am ount ...................................................................  398,807,245 401,934,887

N u m b e r ..............................................................................  10,417,998 9,050,853

Sa v in g s  bond  redem ptions

D olla r am ount ...................................................................  439,132,330 444,755,656

N u m b e r ..............................................................................  10,131,835 9,414,689

D epositary  receipts fo r  w ithheld  taxes

D olla r am ount ...................................................................  4,466,883,102 3,253,601,402

N u m b e r ..............................................................................  1,111,523 937,367

T R A N SFER S  O F FU N D S

D olla r am ount ...................................................................  242,082,700,936 187,256,202,943

N u m b e r ..............................................................................  332,593 306,835

1 Exc lud ing checks on this Bank.

2 Includes postal m oney orders.

8 Effective Decem ber 1966  this Bank  b egan  burn ing  Federal Reserve Notes in denom inations of $5  an d  $10.
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Condition

ASSETS:

G o ld  certificate account ...............................

Redem ption fund  fo r Federal Reserve notes

Total G o ld  Certificate Reserves .....

Federal Reserve notes o f other Federal Reserve Banks

O ther cash  ................................................................

D iscounts an d  advances ............................................

U. S. G ove rnm ent securities:

Bills ........................................................................

Certificates .............................................................

N o t e s ......................................................................

Bond s ......... ..........................................................

Total U. S. G overnm ent Securities 

Total Loans an d  Securities .........

C a sh  items in process o f collection

B an k  prem ises ...............................

O ther assets ..................................

TO TAL A SSET S

$ 834,755,307.24 

172,763,050.00

1,007,518,357.24

53,308,878.00

21,195,872.26

2,170,000.00

DECEMBER 31, 1967

1.176.488.000.00

1.982.377.000.00 

448,234,000.00

3.607.099.000.00

3.609.269.000.00

887,187,388.78

7,071,622.23

107,446,595.64

$5,692,997,714.15

$1,043,549,157.27

157,273,352.00

1,200,822,509.27

86,988,583.00

15,846,119.60

4,000,000.00

DECEMBER 31,1966

855.175.000.00

315.231.000.00

1.543.327.000.00

449.100.000.00

3.162.833.000.00

3.166.833.000.00

811,145,082.44 

5,514,769.21 

68,167,258.63

$5,355,317,322.15

LIABILITIES:

Federal Reserve notes ....................

Deposits:

M em be r b ank— reserve accounts ... 

U. S. Treasurer— general account

Foreign  ........................................

O ther ............................................

Total Deposits

Deferred ava ilab ility  cash items 

O ther liabilities ........................

TO TA L  L IA B IL IT IE S

$3,882,060,973.00

941,284,797.04

77,566,014.18

7,280,000.00

19,320,628.04

1,045,451,439.26

682,299,457.98

21,036,143.91

5,630,848,014.15

$3,680,408,151.00

961,654,898.49

569,637.23

8,160,000.00

14,520,350.64

984,904,886.36

614,523,849.61

16,329,035.18

5,296,165,922.15

C A P IT A L  A C C O U N T S:

C ap ita l pa id  in ............................................................

Su rp lu s  .........................................................................

TO TAL L IA B IL IT IES  A N D  C A P IT A L  A C C O U N T S

31.074.850.00

31.074.850.00

$5,692,997,714.15

29.575.700.00

29.575.700.00

$5,355,317,322.15

C on tingent liab ility on acceptances purchased 
fo r  fo re ign  correspondents ----------------------- -
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Earnings and Expenses

E A R N IN G S :

Discounts an d  advances ............................................
Interest on U. S. Governm ent securities ......................
Foreign  currencies .....................................................

O ther ea rn ings ...........................................................

Total Current Earn ings .....................................

EXPEN SES:

O pera ting  expenses (including depreciation on bank  
prem ises) after deducting reim bursem ents received
fo r certain Fiscal A gen cy  an d  other expenses .......

A ssessm ents fo r expenses o f Board  o f G o ve rn o rs  ....
Cost o f Federal Reserve currency .............................

NET E X P E N S E S  ................................................

1967 1966

C U RR EN T  NET E A R N IN G S  .............................

A d d ition s to Current Net Earn ings:
Profit on  sales o f U. S. G overnm ent securities (net) 
A ll other ....................................................................

Total A dd ition s ..............................................

Deductions From  Current Net Earn ings:

Loss on  sales o f U. S. Gove rnm ent securities (net) ... 

A ll other ..................................................................

Total Deductions ............................................

NET A D D IT IO N S  O R  D E D U C T IO N S  ...............

NET E A R N IN G S  BEFO RE P A Y M E N T S  
T O  U. S. T R EA SU R Y  ...................................

D iv idends paid  ...................................................
Paym ents to U. S. Treasury (interest on Federal

Reserve notes) ..................................................

Transferred to surp lus ........................................

TO TAL .......................................................

$ 264,048.54 

155,868,200.00 
1,312,094.18 

23,314.39

157,467,657.11

14,661,602.49

559,500.00
1,733,620.02

16,954,722.51

140,512,934.60

55,331.08

77,861.56

133,192.64

77,560.47

77,560.47

55,632.17

$140,568,566.77 

$ 1,823,438.20

137,245,978.57 

1,499,150.00

$140,568,566.77

$ 1,353,103.83 
129,428,481.05 

1,120,756.89 

30,207.69

131,932,549.46

13,721,308.51
462,000.00

2,128,879.59

16,312,188.10

115,620,361.36

80,329.72

80,329.72

173,244.94

1,817.15

175,062.09

-  94,732.37

$115,525,628.99 

$ 1,747,437.88

112,294,941.11

1,483,250.00

$115,525,628.99

SURPLUS A C C O U N T
Balance at close o f p revious year ..................................
Add ition  account o f profits fo r year ..............................

B A L A N C E  AT C LO SE  O F  C U RR EN T  Y E A R  ............

$ 29,575,700.00 
1,499,150.00

$ 31,074,850.00

$ 28,092,450.00 

1,483,250.00

$ 29,575,700.00

C AP ITAL  STO C K  A C C O U N T
(Representing am ount pa id  in, w h ich  is 5 0 %  o f am ount subscribed)

Balance at close o f p revious year ...........................................
Issued d u rin g  the ye a r .................................... ........................

Cancelled d u rin g  the year ...................................

B A L A N C E  A T  C LO SE  O F  C U RR EN T  Y E A R

$ 29,575,700.00 

1,552,500.00

31,128,200.00

53,350.00

$ 31,074,850.00

$ 28,092,450.00 

1,570,450.00

29,662,900.00
87,200.00

$ 29,575,700.00
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Directors (December 31, 1967)

E D W IN  HYDE 

W IL S O N  H. ELK IN S  

CLASS A

ROBERT C. BAKER

G E O R G E  B LAN T O N , JR.

W IL L IA M  A. D A V IS

CLASS B

ROBERT R IC H A R D S O N  C O KER

C H A R LES  D. LYO N

T H A D D E U S  STREET

CLASS C

W IL S O N  H. ELK IN S

E D W IN  H YDE

RO BERT W . L A W S O N , JR.

C ha irm an  o f the Board  an d  Federal Reserve A gen t 

Deputy C ha irm an  o f the Board

President an d  C ha irm an  o f the Board, Am erican  Security an d  Trust 
C om p any  

W ash ington , D. C.
(Term expires Decem ber 31, 1969)

President, First N a tiona l Bank
She lby, N orth  C a ro lin a
(Term expired  Decem ber 31, 1967)
Succeeded by: G iles H. M iller, Jr.

President, The Culpeper N a tio na l Bank
Culpeper, V irg in ia
(Term expires Decem ber 31, 1970)

President, Peoples Bank  of M u llens
M u llens, W e st V irg in ia
(Term expires Decem ber 31, 1968)

President, C oke r 's  Pedigreed Seed C om p any
Hartsville, South  C a ro lin a
(Term expired  Decem ber 31, 1967)
Succeeded by: H. Dail Holderness

President, C a ro lin a  Telephone an d  Telegraph  C om p any
Tarboro, North Caro lin a
(Term expires Decem ber 31, 1970)

President, The Potom ac Edison C om p any
H agerstow n, M a ry la n d
(Term expires Decem ber 31, 1968)

President, C a ro lin a  Sh ipp in g  C om p any
Charleston, South  C a ro lin a
(Term expires Decem ber 31, 1969)

President, University o f M a ry la n d
College  Park, M a ry la n d
(Term expires Decem ber 31, 1968)

President, M ille r & Rhoads, Inc.
Richm ond, V irg in ia
(Term expired  Decem ber 31, 1967)
Succeeded by: Stuart Shum ate

President, Richmond, Fredericksburg & Potom ac 
Ra ilroad  C om p any  

Richm ond, V irg in ia  
(Term expires Decem ber 31, 1970)

M a n a g in g  Partner, Charle ston  Office, Steptoe 8c Johnson
Charleston, W est V irg in ia
(Term expires Decem ber 31, 1969)

MEMBER FEDERAL ADVISORY COUNCIL

J. H A R V IE  W IL K IN S O N ,  JR. C ha irm an  o f the Board, State-Planters Bank  o f Com m erce & Trusts
Richm ond, V irg in ia
(Term expires Decem ber 31, 1968)
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Officers

ED W A R D  A. W A Y N E ,  President A U B REY  N. HEFLIN, First Vice President

ROBERT P. BLACK, Vice President

J. G O R D O N  D IC K E R S O N , JR., Vice President

W ELFO R D  S. FARM ER, Vice President and  G eneral 
Counsel

D O N A L D  F. H A G N ER , Vice President 

E D M U N D  F. M A C  D O N A L D , Vice President 

U PTO N  S. M A R T IN ,  Vice President

J. LA N D ER  A LL IN , JR., A ss istan t Vice President 

CL IFFO RD  B. BEAVERS, A ss istan t Vice President 

E D W A R D  L. BENNETT, A ss istan t Vice President 

LLO YD  W . B O ST IA N , JR., A ss istan t  Vice President 

JO H N  G. DE ITR ICK, A ssistan t Vice President 

W IL L IA M  C. G LO V E R , A ss istan t Vice President 

W IL L IA M  B. H A R R IS O N , III, A ss istan t Vice President 

H A R M O N  H. H A Y M E S , A ss istan t Vice President

W M . T. C U N N IN G H A M ,  JR., A ss istan t C ash ie r 

W IL L IA M  C. FITZGERALD , A ss istan t Counsel 

JO H N  E. FR IEND , A ssistan t C ash ie r

G. H A R O LD  S N E A D , G enera l A ud ito r

Baltimore Branch
D O N A L D  F. H A G N ER , Vice President

A. A. STEW ART, JR., C ash ie r

B. F. A R M ST R O N G , A ssistan t C ash ie r

E. R IG G S  JO N ES , JR., A ss istan t C ash ie r 

G ER A LD  L. W IL S O N , A ssistan t C ash ie r

JO H N  L. N O SK E R , Vice President

J A M E S  PARTH EM O S, Vice President an d  D irector 
o f Research

R A Y M O N D  E. SA N D E R S , JR., Vice President 

JO SEPH  F. VIVERETTE, Vice President

H. ERNEST  FORD, Cash ie r

J IM M IE  R. M O N H O L L O N , A ssistan t Vice President

A RTH U R V. M YERS, JR., A ssistan t Vice President

CHESTER  D. PORTER, JR., Ch ief Exam iner

V IC T O R  E. PREGEAN T, III, A ssistan t Vice President 
an d  Secretary

A U BREY  N. SN E LL IN G S , A ssistan t Vice President

W IL L IA M  F. U PSH A W , A ssistan t G enera l Counse l

W IL L IA M  H. W A LLAC E, A ssistan t Vice President

FR A N K  D. STINNETT, JR., Exam in ing  O fficer 

A N D R E W  L. T ILTON, A ssistan t Cash ie r 

J A C K  H. W YATT, A ssistan t Cash ie r

J O H N  C. H O R IG A N , A ssistan t G enera l A ud ito r

Charlotte Branch
E D M U N D  F. M A C  D O N A L D , Vice President 

STUART P. F ISH BURN E, Vice President and  C ash ie r 

B O Y D  Z. EU B A N K S , A ssistant Cash ie r 

W IN F R E D  W . KELLER, A ssistant Cash ie r 

FRED C. KRUEGER, JR., A ssistan t C ash ie r 

E. C L IN T O N  M O N D Y , A ssistan t C ash ie r
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Baltimore Branch Directors (December 31, 1967)

JO SEPH  B. B R O W N E

E. W A Y N E  C O R R IN

L E O N A R D  C. CREW E, JR.

A R N O L D  J. KLEFF, JR.

A D R IA N  L. M cCARD ELL

M A R T IN  P IR IBEK

J O H N  P. S IPPEL

President, Union Trust C o m p an y  o f M a ry la n d
Baltimore, M a ry la n d
(Term expires Decem ber 31, 1968)

President, C onso lidated  G a s  Su p p ly  Corporation
C larksburg, W e st  V irg in ia
(Term expires Decem ber 31, 1968)

C ha irm an  o f the Board, M a ry la n d  Specia lty W ire, Inc.
Cockeysville, M a ry la n d
(Term expired  Decem ber 31, 1967)
Succeeded by: John  H. Fetting, Jr.

President, A . H. Fetting C om p any
Baltimore, M a ry la n d
(Term expires Decem ber 31, 1970)

M an age r, Am erican  Sm elting an d  Refining C om p any
Baltimore, M a ry la n d
(Term expires Decem ber 31, 1969)

President, First N a tio na l Bank  o f M a ry la n d
Baltimore, M a ry la n d
(Term expires Decem ber 31, 1970)

Executive V ice President, The First N ationa l Bank of M o rga n to w n
M o rgan tow n , W est V irg in ia
(Term expired  Decem ber 31, 1967)
Succeeded by: Jam es J. Rob inson

Executive Vice President a n d  Cash ier, Bank o f Ripley
Ripley, W est V irg in ia
(Term expires Decem ber 31, 1970)

President, The C itizens N a tio na l Bank 
Laurel, M a ry la n d
(Term expires Decem ber 31, 1969)

Charlotte Branch Directors (December 31, 1967)

W A L L A C E  W . BRAW LEY

C. C. C A M E R O N

J. W ILL IS  C A N T EY

J O H N  L. FRALEY

W IL L IA M  B. M cG U IR E

J A M E S  A. M O R R IS

G. H A R O LD  M Y R IC K

President, N a tio na l Bank  o f Com m erce o f Sp a rtanb u rg  
Sp artanbu rg , South  C a ro lin a  
(Term expired Decem ber 31, 1967)
Succeeded by: H. Phelps Brooks, Jr.

President an d  Trust Officer, The Peoples N a tiona l Bank
Chester, South  C a ro lin a
(Term expires Decem ber 31, 1970)

C ha irm an  of the Board  an d  President, First Union N a tiona l B an k  o f 
North  C a ro lin a  

Charlotte, N orth  C a ro lin a  
(Term expires Decem ber 31, 1970)

President, The Citizens & Southern  N ationa l Bank of South  C a ro lin a
Colum bia, South  C a ro lin a
(Term expires Decem ber 31, 1969)

Executive Vice President, C a ro lin a  Freight Carrie rs C orporation
Cherryville, N orth  C a ro lin a
(Term expires Decem ber 31, 1968)

President, D uke Pow er C om p an y  
Charlotte, N orth  C a ro lin a  
(Term expires Decem ber 31, 1970)

V ice President, D iv ision  o f A d van ce d  Stud ies a n d  Research, University 
o f Sou th  C a ro lin a  

C olum b ia, Sou th  C a ro lin a  
(Term expires Decem ber 31, 1969)

President an d  Trust O fficer, First N ationa l Bank
Lincolnton, N orth  C a ro lin a
(Term expires Decem ber 31, 1968)
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