
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Tuesday, January 12, 1954. The Board met

in the Board ROOM at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Evans
Mr. Mills
Mr. Robertson

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary
Mr. Thurston, Assistant to the Board
Mr. Fauver, Assistant to Mr. Thurston

Consideration was given to the suggestion made at the meet—

ing on December 16, 1953, that all new Federal Reserve Bank and branch

directors be invited to the Board's offices within the near future for

a discussion of the principal responsibilities of the Federal Reserve

System and the directors' relationship to them.

All of the members of the Board present expressed agreement

that such a meeting would be desirable and that it should be of one

day's duration.

The discussion then turned to the nature of the program which

might be provided and there were distributed copies of a program out—

line which had been prepared for the Board's consideration. A number

of comments were made by the members of the Board concerning features

which might be incorporated in the program and items which might be

emphasized.
At the conclusion of the dis—

cussion, it was agreed unanimously
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that the meeting with the new di—
rectors should be set tentatively
for February 25, 1954, and that
Governors Mills and Robertson
should confer regarding the pro—
gram for the meeting and make a
recommendation to the Board.

GO

There was also a discussion of the dates which should be set

for meetings with the Chairmen, Deputy Chairmen, and Presidents of the

Federal Reserve Banks of New York, St. Louis, Minneapolis, and San Fran—

cisco to review the organization and operation of their respective Banks

on the basis of the reports of examination submitted by the Board's field

examining staff.

Chairman Martin stated that a review had been made of other meet—

ings scheduled for the near future and that on that basis it had been

suggested that the meetings with representatives of the respective Federal

Reserve Banks be set tentatively as follows: New York, February 2;

St. Louis, February 15 or 17; San Francisco, February 26; and Minneapolis,

March 5, 1954.

Following a discussion of the
matters that might be taken up at
the meetings, it was agreed that
Chairman Martin should call the
Chairmen of the respective Reserve
Banks on the telephone and invite
them to meet with the Board on the
dates suggested.

Messrs. Thurston and Fauver then withdrew from the meeting and

Messrs. Vest, General Counsel, and Hackley, Assistant General Counsel,

entered the room.
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Prior to this meeting there had been sent to the members of the

Board copies of a memorandum from Mr. Hackley dated January 73 1954,

commenting on proposed amendments to the regulations of the Home Loan

Bank Board regarding branches and agencies of Federal savings and loan

associations. The Home Loan Bank Board had published notice of the pro-

posed amendments in the Federal Register for December 19, 1953, and hear-

ings were to be held by that Board with respect to the matter on February 1,

1954.

The present regulations provide simply that an association must

obtain prior approval of the Board before establishing a branch; the

new regulations would provide, among other things, that no application

would be approved if the location of the proposed branch or the number

of branches which the applicant would have after establishment of the new

branch would not be permitted by "law or practice" in the State in which

the head office of the association is located with respect to any type

of State financial institution authorized to provide savings, thrift,

or home-financing facilities to the public. In determining whether the

establishment of branches is permitted by the "practice" of a particular

State, the regulations would provide that the operation of offices con-

trolled by any chain, group, or affiliated financing institutions would

be regarded as the operation of branches. Thus, a State would be regarded

as permitting branches if it permits the operation of chain banking or

bank holding companies.
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The memorandum memorandum also discussed the implications of the proposed

regulations and the position taken by the Board of Governors in the

Past in connection with proposed amendments to the law and regulations

regarding Federal savings and loan associations.

Governor Robertson stated that he had received a telephone call

several days ago from a representative of Marino Midland Corporation, of

Jersey City, New Jersey, who drew attention to the fact that the hear-

ings were to be held and suggested that the Board of Governors should

take some action. Governor Robertson said he replied that although he

did not know how the other members of the Board would feel, it was his

initial reaction that the Board of Governors should not intervene where

another branch of the Government was concerned unless some aspect of

Federal Reserve policy was involved. In the circumstances, he had asked

Mr. Hackley to review the proposed regulations and prepare a memorandum

as the basis for consideration by the Board.

Discussion of the matter included reference to the lack of legis-

lation governing the establishment of branches of Federal savings and loan

associations. It was brought out, however, that the United States Circuit

Court of Appeals had upheld the authority of the Home Loan Bank Board to

approve such branches. It was also brought out that except for the pos-

sible interpretation of the regulations as referred to above, the type of

regulatory control which would be established under the proposed regulations
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apparently would be desirable from the standpoint of member banks and

not destructive of their interests. It was suggested that if the Board's

views were requested, it probably would be desirable to recommend legis—

lation which would place the approval of branches of banks and savings

and loan associations on the same basis, but it was noted that in this

instance the matter had come to the Board's attention only indirectly.

At the conclusion of the discussion, Chairman Martin expressed

doubt that the Board was in a position to take action in the matter.

He suggested, therefore, that the Board do nothing for the moment but

keep abreast of developments.

There was unanimous agreement
with Chairman Martin's suggestion.

Reference was made to the discussion at the meeting of the Board

yesterday regarding gold coin convertibility and it was suggested that

there be further discussion of the matter so that the Board might be pre—

pared to present its views in the event the proposed hearings before the

Senate Banking and Currency Committee were called on short notice.

Chairman Martin referred to the desirability of conferring with

the Treasury so that the positions of the Board and that Department might

be harmonized to the extent possible. He proposed, therefore, deferring

further discussion by the Board until after such consultation, and the

other members of the Board indicated agreement with this suggestion.

The meeting then adjourned. During the day the following addi—

tional actions were taken by the Board with all of the members except

Governor Vardaman present:
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Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on January 11, 1954, were approved unanimously.

Memorandum dated January 8, 1954, from Mr. Carpenter, Secretary

of the Board, recommending that the resignation of Virginia B. Bowen,

File Clerk in the Office of the Secretary, be accepted effective Janu-

ary 22, 1954.
Approved unanimously.

Letter to the Comptroller of the Currency, Treasury Department,

Washington, D. C., (Attention: Mr. G. W. Garwood, Deputy Comptroller of

the Currency) reading as follows:

Reference is made to a letter from your office dated
October 1, 1953, enclosing photostatic copies of an appli-
cation to organize a national bank at Tallulah, Louisiana,
and requesting a recommendation as to whether or not the
application should be approved.

We have received a report of investigation of the ap-
plication made by an examiner for the Federal Reserve Bank
of Dallas, setting forth information with respect to the
factors usually considered in connection with such applica-
tions. This information indicates that the proposed capital
structure of the bank may be somewhat weak if the volume of
business anticipated by the proponents is attained; that the
prospects for satisfactory earnings of the bank would not be
considered good; that the management may be fair but that
the need for additional banking facilities in the community
is questionable. After considering the unfavorable factors,
the Board of Governors does not feel justified in recommend-
ing approval of the application.

The Board's Division of Examinations will be glad to dis-
cuss any aspects of this case with representatives of your
office, if you so desire.

Approved unanimously.

cretary
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