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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Friday, October 7, 1955.

the Board Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Mills
Mr. Robertson

Mr. Shepardson

The Board met in

Mr. Sherman, Assistant Secretary

The following matters, which had been circulated to the members

Of the Board, were presented for consideration and the action taken in

each instance was as indicated:

Memorandum dated September 29, 1955, from Mr. Sloan, Director,
Oil?. •
'lslon of Examinations, recommending that the resignation of Walter

14. Williams, Assistant Federal Reserve Examiner in that Division, be

accepted effective October 7, 1955.

Approved unanimously.

Letter to Mr. J. Luther Cleveland, Chairman, Board of Directors,

ranty Trust Company of New York, New York, New York, reading as follows:

There are enclosed two copies each of the reports of

examination of the foreign branches of Guaranty Trust Com-

Pany of New York made, as of the dates indicated below,

by examiners for the Board of Governors of the Federal Re-

serve System:
Brussels Branch--April 8, 1955
Paris Branch--April 27, 1955
London Branches--May 14, l955

The second copy of each of the reports is for the in-

formation and files of the officer in charge of the respec-

tive branch.

After the reports have been presented to your direc-

tors for their consideration, please advise the
 Board of

Governors regarding the actions taken or c
ontemplated with

respect to the comments, recommendations, 
and suggestions

of the examiner, particularly as set forth on pages 8-10

of the report on the Brussels Branch, pages 8-10 of the
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report on the Paris Branch, and pages 9-11 of the report

on the London Branches. Any comments you may care to

make with regard to the operations of your foreign branches

as disclosed by these reports will be appreciated.

Approved unanimously, for

transmittal through the Federal

Reserve Bank of New York, with

copies of the reports to the New

York Reserve Dank and to the

Superintendent of Banks for the

State of New York.

Letter to the Board of Directors, Farmers & Merchan
ts National

of Rensselaer, Rensselaer, Indiana, reading as follows:

The Board of Governors of the Federal Reserve System

has given consideration to your supplemental application

for fiduciary powers and grants you authority to act,

when not in contravention of State or local law, as gu
ard-

ian of estates. The exercise of such authority, in addi-

tion to that heretofore granted to act as trustee, 
executor,

and administrator, shall be subject to the provisions
 of

the Federal Reserve Act and the regulations of the 
Board of

Governors of the Federal Reserve System.

A formal certificate indicating the fiduciary 
powers

which the Farmers & Merchants National Bank of R
ensselaer

is now authorized to exercise will be forwarded to 
you in

due course.

Approved unanimously, for

transmittal through the Federal

Reserve Bank of Chicago.

B 
Telegram to Mr. Brawner, Federal Reserve 

Agent, Federal Reserve
ank

of San Francisco, authorizing, subject to the 
following condition,

!11? issuance of a general voting permit, under 
the provisions of section

)j-44 of the Revised Statutes of the United S
tates, to Transamerica Cor-

lation, San Francisco, California, enti
tling such organization to vote

Ili;e stock which it owns or controls of First 
National Bank of Arizona,

i,onix, Phoenix, Arizona, and National Ba
nk of Washington, Tacoma, Wash-

at all meetings of shareholders of
 such banks:
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Prior to issuance of general voting permit author-

ized herein, applicant shall execute and deliver to you

in duplicate an agreement in form accompanying Board's

letter S-964 (F.R.L.S. •P190).

Approved unanimously.

Letter to Mr. Millard, Vice President, Federal 
Reserve Bank of

San Francisco, reading as follows:

Reference is made to your letter of September 28,

1955, and its enclosures concerning a proposal of the

Security Trust & Savings Bank of San Diego, San Diego,

California, to move its Fifth and University B
ranch, a

distance of one block, to Fourth and University 
Avenue.

It is also proposed that the name of the branch wi
ll be

changed to Hillcrest Branch.

From the information submitted, it appears t
hat the

proposal would constitute a mere relocation of a
n exist-

ing branch in the immediate neighborhood without
 affect-

ing the nature of its business or customers 
served. Ac-

cordingly, the Board concurs in your view that 
its ap-

proval is not necessary.

Approved unanimously.

Letter to Mr. William J. Field, Preside
nt, Commercial Trust Corn-

8 Y of New Jersey, Jersey City, New Jersey, 
reading as follows:

This refers to your letter of September 
21, 1955, re-

garding the question whether a violation of 
the Board's

Regulation Q is involved where a member 
bank performs cer-

tain services for a large corporation in 
safekeeping a bond

and stock portfolio, collecting and crediti
ng income with

advice of such credit, and keeping a check on
 called bonds,

E.Lnd where the bank makes no direct charge f
or such services

it obtains a compensating deposit 
balance from such cor-

poration.

For many years it has been the Board's 
general policy

not to attempt to make detailed in
terpretations or rulings

With respect to whether particular 
practices constitute an

indirect payment of interest on dep
osits in violation of
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Regulation Q, except after consideration of all the cir-

cumstances of a specific case as developed by examinations

of the member bank involved. The Board has preferred to

rely instead upon the cooperation and good faith of mem-

ber banks in adapting their practices to conform to the

Spirit and purpose of the statutory provisions on this sub-

ject. This policy has proved to be the most feasible basis

for dealing with questions of this kind; and the Board does

not feel that it would be justified in departing from its

general policy in the present case.

While the Board appreciates the desire of member banks

to be informed as to whether particular practices involve

an indirect payment of interest on deposits, it is hoped

that you will understand the reason for the Board's posi-

tion with respect to such questions.

Approved unanimously, for

transmittal through the Federal

Reserve Bank of New York.

Reference was made to a memorandum from Mr. Young, Director of

the Division of Research and Statistics, dated October 3, 1955, recommend-

that Robert Solomon, Economist, Division of International Fi
nance,

be transferred to the position of Economist, Budget Position No. 
2, Bank-

Section, Division of Research and Statistics, to fill the vacancy

caused by the promotion of Mr. Eckert to the position of Chief. The memo-

also recommended that the salary of Mr. Solomon be incre
ased from

(+14
3990 to 9,635, but with no change in classification group, effective

4S of the beginning of the first pay roll period following appro
val by

the Board. It went on to say that while the position to which
 Mr. Solomon

1748 being recommended for transfer previously had 
been allocated to Group

X ( n4--,iY ,,,320-11,395 per annum), the transfer was being recommende
d with no

hange in position classification for Mr. Solomon, who is presently in a
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position allocated to Group W. However, if the position in the Banking

Section to which it was recommended he be transferred were to be re-

classified from Group W to Group X after an appropriate period of at

least six months from the effective date of transfer, a further increase

in his salary by an amount sufficient to bring it to the minimum step

in Group X would then be indicated.

Following a discussion, Mr. Young's

recommendation for transfer of Mr.

Solomon and for an increase in his sal-

ary from $8,990 to $9,635, effective as

of the beginning of the first pay roll

period following approval by the Board,

was approved unanimously. In taking

this action it was understood that there

was no commitment to approve a further

salary increase in connection with a pro-

posal to reclassify the position to which

Mr. Solomon was being transferred at any

specific time in the future.

Governor Robertson referred to the procedure which had existed

in re cent years whereby the services of members of the staffs at Federal

Reserve Banks would be made available to the Division of Examinations

(Principally its field force) for a period of one year each. The pin'-

Pose of the arrangement was to assist in training members of the Banks'

staffs and also to assist the Board in carrying on its exa
mination work,

Governor Robertson said, and while the arrangement had 
worked well in

111Ping to train the Reserve Bank representatives, 
it had not provided

assistance to the Board's Division of Examinations in an entirely satis-

rs'et°rY manner. Governor Robertson suggested, therefore, that while no
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change be made in the general understanding with respect to the existing

arrangement, it be understood that in the future the Board would make

no effort to obtain the temporary services of Reserve Bank personnel for

assignment to its staff. On the other hand, if a Reserve Bank took the

initiative in offering to assign personnel to work with the Board's staff,

an effort would be made to arrange for use of such services. Governor

Robertson also recommended that the Division of Examinations follow the

practice of seeking regular permanent members of the Division, to be ap-

Pointed and trained in the usual manner, as the best means of providing

staff necessary to carry forward its work.

Governor Robertson's recom-
mendations were approved unani-
mously.

Governor Shepardson raised the question whether there was an

adequate differential in salary for examiners assigned to the field

force to compensate them appropriately for the various factors which

14 many cases made such assignments less attractive than regular office

assignments.

Governor Robertson responded that in his opinion there was not

an adequate differential at the present time. He described studies made

Of this problem in the past and expressed the view that in connection

th a study of a change in the per diem allowance for Board personnel

14 a travel status, attention might also be given to Governor Shepardsonts
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suggestion for a study of a standard differential to apply only during

Periods when employees were assigned regularly to field work.

Governor Balderston suggested that

this matter be referred to the Division

of Personnel Administration for study
and report, and there was agreement with

this suggestion as well as with a sug-
gestion by Governor Mills that the study
be carried forward in consultation with
Governor Robertson.

There were presented telegrams to the Federal Reserve Banks

listed below approving the establishment without change, on the dates

indicated, of the rates of discount and purchase in their existing

schedules:

St. Louis October 3
San Francisco October 5
New York October 6
Philadelphia October 6
Cleveland October 6
Richmond October 6
Chicago October 6
Minneapolis October 6
Kansas City October 6
Dallas October 6

Approved unanimously.

There was presented a memorandum dated October 6, 1955, from

lir. Young, Director, Division of Research and Statistics, recommending

that a price of *2.75 be charged for each copy of the flow-of-funds study

and suggesting a procedure for distribution of complimentary copies of

the book.
The recommendations contained

in Mr. Young's memorandum were ap-

proved unanimously.
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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on October 6, 1955, were approved unanimously.

The meeting then adjourned.
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