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Minutes of actions taken by the Board of Governors of the Federal

Reserve System on Friday, December 9, 1955. The Board met in the Board

Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary

Mr. Thurston, Assistant to the Board

Mr. Vest, General Counsel
Mr. Shay, Assistant Counsel

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:

Memoranda from appropriate individuals concerned recommending
1.1at the basic annual salaries of the following employees be increased

In the amounts indicated, effective December 18, 1955:

Basic annual salary

NaMe and title Division From To

Office of the Secretary

Cora Lee Hatch,
Review Classifier

Research and Statistics 

Evelyn H. Hurley,
Economist

- Alfred P. Johnson,
Economist

Eleanor S. Frase,
Economist

John A. Frechtling,
Economist

*4,345 *41430

4,525 4,66o

5,440 5,575

8,000 8,215

6,820 7,035
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SalarY increases  effective December 187 1955 (continued)

Basic annual salary
Name and title  Division From To

Richard C. Pickering,
Economist

Edward P. Snyder,
Economist

Ruth B. Willard,
Clerk.. Stenographer

Research and Statistics 

Bank Operations 

Approved unanimously.

5,980

5,845 6,390

3,755 3,840

Memorandum dated December 5, 1955, from Mr. Marget, Director,
Division of International Finance, recommending that Mr. Ralph C. Wood,

Chief of the Central and Eastern European Section of that Division, be

authorized to speak at the forthcoming Conference for Corporation Execu-

tives of the School of Advanced International Studies of Johns Hopkins

University to be held in Washington, D. C. on December 13 and 14, 1955.

The memorandum also stated that Mr. Wood's subject, "Problems of Economic
and Financial Stability in the Middle East" would not involve problems

Of Federal Reserve policy.

Approved unanimously.

Memorandum dated December 2, 1955, from Mr. Young, Director, Di-

vision of Research and Statistics, suggesting that the meeting of the di-

rectors of the Consumers Bankers Association with the Board and staff

he held on February 8, 1956.

Approved unanimously, with

the understanding that the meet-

ing would be scheduled during the

afternoon and that the group would

not be invited for lunch.
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Letter to Mr. Wiltse, Vice President, Federal Reserve Bank of

New York, reading as follows:

Reference is made to your letter of November 30, 1955,

regarding the request of the Manufacturers and Traders Trust

Company, Buffalo, New York, for an extension of time within

Which it may establish a branch at 4o-44 Falls Street,

Niagara Falls, New York.

It is noted that the remodeling of the proposed branch

building will not be completed by December 29, 1955, due to

the shortage of glass for windows, a strike which has re-

tarded delivery of equipment, and the necessity for more ex-

tensive repairs than first contemplated.

After consideration of the information submitted, the

Board concurs in your recommendation and extends to March 15,

1956, the time within which the Manufacturers and Traders

Trust Company may establish the above described branch.

Approved unanimously.

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

San Francisco, reading as follows:

Reference is made to your letter of November 29, 1955,

regarding the request of California Bank, Los Angeles, Cali-

fornia, for an extension of time within which to establish

a branch in the vicinity of Washington and Rosemead Boule-

vards, an unincorporated area, Los Angeles County, California.

After consideration of the information available, the

Board concurs in your recommendation and extends to September

1, 1956, the time within which the California Bank may estab-

lish the above branch, as originally approved in the Board's

letter of January 25, 1955.

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks reading as

follows:

The revisions being made in the reports of condition

for the forthcoming call, which were described in the Board's
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letter of of December 5, 1955, require corresponding changes
In the forms used by weekly reporting member banks. The

changes in the weekly report affect only the loan items,

Which are rearranged for consistency with Schedule A of

the call report of condition. In addition, the item of

commercial, industrial, and agricultural loans, heretofore

reported as a combined total in the weekly report, is sub-

divided into two items. This subdivision was recommended

by the System Committee on Current Reporting Series because

of the erratic movements in the commercial, industrial, and

agricultural loan series at weekly reporting member banks

since the issue of Commodity Credit Corporation certificates

of interest in October 1953.

Code words PALK and PORT are assigned to item 1(e) agri-

cultural loans and l(f) commercial and industrial loans,

respectively, replacing PADA which has been used for the com-

bined total. A copy of the revised form (P.R. 416) is en-

closed.

No change is contemplated in the arrangement of loans

in the weekly press statement, except for the insertion of

"agricultural loans" as a separate item following "commercial

and industrial loans".

It will be appreciated if the weekly reporting member

banks will begin reporting on the new basis on Wednesday,

January 4, 1956.

Approved unanimously, with

the understanding that the letters
would not be sent until advice of
approval had been received from
the Bureau of the Budget.

Letter to Mr. Robert Bruce Snow, Esq., 8251 Maryland Avenue, St.

Louis, Missouri, reading as follows:

This refers to your letter of November 9, 1955, con-

cerning the application of the Board's Regulation Ti to loans

which would be made pursuant to proposed amendments to the

Retirement Trust agreement of the American Investment Company,

Springfield, Illinois. Briefly, such loans would be for the
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Purpose of enabling employees of the Company and of its sub-

sidiaries to purchase registered (or listed) common stock of

the Company, and would be secured by stock.

From your letter of November 9 and also your supplemental

letter of November 25, and its enclosures, it appears that the

Trust (designated as "A.I.C. Retirement Trust") was established

to hold and administer funds accumulated for employees of the

Company and of its subsidiaries under the "A.I.C. Retirement

Plan;" that the trustees of the Trust consist of three indivi-

duals who are officers and directors of the Company, and of a

corporate trustee, The Chase Manhattan Bank, New York City;

that the individual trustees are not officers or directors of

The Chase Manhattan Bank; and that any trustee, on appropriate

notice, may resign or be removed by the Company which may ap-

point successor trustees.

The proposed amendments to the Retirement Trust agreement

would authorize the loans in question by extending the present

broad discretionary investment authority of the trustees to in-

clude authority to make "loans to officers and employees of the

Company or any of its subsidiaries (other than those who may be

Trustees), evidenced by the notes of such persons secured by

shares of stock of the Company purchased pursuant to any employ-

ees' stock option or purchase plan..." Such amendments would

provide further than any investment in such loans "shall be

solely in the discretion of the Individual Trustees, and the

Corporate Trustee shall with respect thereto act in accordance

with the directions of the Individual Trustees and shall not be

liable for any loss resulting to the Trust by reason of such"

loans. It is noted that provisions similar to or the same as

the proposed provision last quoted are now applicable with re-

spect to investments in the securities of the Company or any of

its subsidiaries, investments in any annuity contracts or other

retirement insurance on the lives of employees covered under
 the

Retirement Plan, and to payments from the Trust to participants

in the Retirement Plan.

From your letter of November 25 it is noted also that the

corporate trustee, The Chase Manhattan Bank, has a
cted as de-

pository of the funds of the Trust and has, at the direction of

the individual trustees, made all payments to employees under

the retirement plan, has paid out the money on all investments,

and has held the securities representing such investments; and

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



2161

12/9/55 -6-

that it is anticipated that The Chase Manhattan Bank would

continue to exercise the functions just indicated and, in ac-

cordance with the directions of the individual trustees, would

pay out the money for the loans to be made to employees under

the proposed amendments to the Trust agreement and would hold

the collateral for such loans. You indicated that the exercise

of these functions by the Corporate Trustee is not required by

the Trust agreement, and that the Trustees could make different

arrangements and would do so if necessary to prevent Regulation

U from applying to the loans in question.

On the basis of its understanding of the information sub-

mitted by you, the Board has concluded that the loans in ques-

tion would be subject to Regulation U and, therefore, the

amount of any such loan could not exceed the maximum loan value

prescribed by the Board, at present 30 per cent of the current

market value of the collateral. The restrictions of the pres-

ent regulation apply to any 'bank;" and, in an interpretation

published at page 874 of the 1946 Federal Reserve Bulletin, the

Board stated that the regulation applies to the activities of

a bank when it is acting in its capacity as a trustee. A copy

of this interpretation and also a pamphlet copy of Regulation U

are enclosed. The fact that The Chase Manhattan Bank, as cor-

porate trustee, would have no discretion with respect to the

proposed loans, would relinquish the depository functions which

you described, and would not make disbursement of the proceeds

of, or hold the collateral for, the proposed loans, would not

affect the application of the regulation to such loans. The

bank would, as the Board understands it, continue as corporate

trustee and, as such, make loans secured by stock to enable em-

ployees to purchase requested stock.

Should you have any further questions concerning the appli-

cation of Regulation U, it is suggested that it might be more

convenient for you to take the matter up with the Federal Re-

serve Bank of St. Louis. That bank will be glad to assist you

and, if necessary, transmit to the Board any further questions

that you might have concerning the regulation.

Approved unanimously.

Mr. Shay withdrew from the meeting at this point.
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There were were presented telegrams to the Federal Reserve Banks

listed below approving the establishment without change on the dates in-

dicated of the rates of discount and purchase in their existing schedules:

Boston December 5
Richmond December 6 and 8
St. Louis December 6
San Francisco December 7
New York December 8
Cleveland December 8
Atlanta December 8
Minneapolis December 8
Kansas City December 8
Dallas December 8

Approved unanimously.

There was presented a letter to the Presidents of all Federal Re-

serve Banks reading as follows, which had been prepared in accordance

vith the understanding at the meeting on December 5, 1955:

The Board has given further consideration to the need

for the appointment of Industrial Advisory Committees at

the Federal Reserve Banks, in the light of the replies re-

ceived to its letter of September 13, 1955, on this subject.

In connection with the authority of the Reserve Banks

for making loans to established businesses, the law provides

for the appointment in each Federal Reserve district of an

Industrial Advisory Committee to make recommendations upon

applications for credit under the provisions of section 13b.

Such Committees have been appointed annually at each Federal

Reserve Bank. In view of the fact that very few applications

for credit have been received in recent years, the Industrial

Advisory Committees at a number of Federal Reserve Banks have

no duties to perform. This is a source of embarrassment to

some of the Federal Reserve Banks and of possible misunder-

standing on the part of the members of Industrial Advisory

Committees. Where such a situation prevails, these Committees
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would seem to serve no substantial purpose, and the Board

does not feel it is essential that an Industrial Advisory

Committee be continuously maintained in the absence of any

functions to be performed.

The Board wishes to emphasize, however, that, as long as

the Reserve Banks have authority in this field, they should
be fully prepared at all times to cooperate with potential

borrowers and financing institutions in carrying out the in-

tent and objectives of the law. No Federal Reserve Bank should

permit a situation to occur in which consideration of any ap-

plication for credit might be unreasonably delayed because of

any lack of facilities for the processing of the application.

With these considerations in mind, the Board will offer

no objection to a Reserve Bank's handling the matter in any

of the following ways as it may decide best meets the situation

in its district.

(1) The Bank may continue the practice of appointing an

Industrial Advisory Committee of five members, in accordance

With the procedure heretofore followed.

(2) The Bank may appoint an Industrial Advisory Committee

consisting of three members instead of five in accordance with

such procedure.

(3) The Bank, beginning with the annual appointments for

the period commencing March 1, 1956, may omit the appointment

of an Industrial Advisory Committee, with the understanding,

however, that if at any time it seems likely that a Committee

will be needed to consider an application for a section 13b loan

or commitment, the Bank will promptly submit to the Board the

names of either three or five persons, as it may elect, to serve

as members of the Industrial Advisory Committee until the first

day of March next following or until such earlier time as the

Committee may no longer be needed. The Board will, of course,

be prepared to act promptly on any such submissions. In the

event this procedure is follcve.d, it is believed that the Fed-

eral Reserve Bank should have ready at all times the names of

persons who might promptly be proposed for such a Committee.

The Board believes that this procedure, where a Federal Reserve
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Bank feels that it is desirable in the light of the con-
siderations mentioned above to follow it, would adequately
and appropriately carry out the purpose and objectives of
the statute.

Approved unanimously.

Chairman Martin suggested that discussion of the proposed revi-

Sion Of Regulation K, Banking Corporations Authorized to Do Foreign Bank-

ing Business under the Terms of Section 25(a) of the Federal Reserve Act,

concerning which a memorandum dated December 2, 1955, from Mr. Solomon,

Assistant General Counsel, had been distributed to the members of the Board,

be scheduled for Monday, December 19, and there was agreement with this

suggestion.

The meeting then adjourned.
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