
To:

Minutes for January 11, 1997. 

Members of the Board

From: Office of the Secretary

Attached is a copy of the minutes of the
Board of Governors of the Federal Reserve System on
the above date.

It is not proposed to include a statement
With respect to any of the entries in this set of
minutes in the record of policy actions required to
be maintained pursuant to section 10 of the Federal
Reserve Act.

Should you have any question with regard
to the minutes, it will be appreciated if you will
advise the Secretary's Office. Otherwise, if you
were present at the meeting, please initial in col-
umn A below to indicate that you approve the minutes.
If you were not present, please initial in column B
below to indicate that you have seen the minutes.

Chin. Martin

Gov. Szymczak

1/ Gov. Vardaman

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson
1./ The

A

ezrz6

attached set of minutes was sent to Governor Vardaman's office in
;co!ordance with the procedure approved at the meeting of the Board on7ember 29, 1955. The set was returned by Governor Vardaman's office'with the 
that h statement (see Mr. Kenyon's memorandum of February 12, 1957)

ereafter Governor Vardaman would not initial any minutes of meet-
of the Board at which he was not present. Therefore, with Governor- I alePardsont s
an 's 

inNi:171' 
these minutes are being filed without Governor
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Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on Friday, January

Board

11, 1957. The Board met in the

Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary
Mr. Riefler, Assistant to the

Chairman
Mr. Thomas, Economic Adviser to the

Board
Mr. Leonard, Director, Division of

Bank Operations
Mr. Bethea, Director, Division of

Administrative Services
Mr. Vest, General Counsel
Mr. Young, Director, Division of

Research and Statistics
Mr. Marget, Director, Division of

International Finance
Mr. Johnson, Controller, and Director,

Division of Personnel Administration
Mr. Masters, Associate Director, Division

of Examinations
Mr. Hackley, Associate General Counsel
Mr. Solomon, Assistant General Counsel
Mr. Noyes, Adviser, Division of Research

and Statistics
Mr. Robinson, Adviser, Division of Research

and Statistics
Mr. Molony, Special Assistant to the Board
Mr. Allison, Special Consultant to the Board
Mr. Grimwood, Economist, Division of Inter-

national Finance

Mr. Clarke, Assistant General Counsel, Fed-
eral Reserve Bank of New York

Mr. Freutel, Assistant Vice President, Fed-
eral Reserve Bank of St. Louis

Messrs. Leonard and Allison reported on a mobilization exercise

---e conducted currently by the Government under the assumptions of a
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Plan which they described. Mr. Riefler commented on a meeting which he

attended yesterday at the Office of Defense Mobilization in connection

With the exercise and stated that each agency was required to submit a

review and evaluation by the thirty-first of January.

Governor Robertson said that developments had indicated the neces-

sity of bringing the Federal Reserve Banks more closely in touch with the
defense

Planning program and that in the circumstances the Chairman of
the 

Presidents, Conference was being asked to arrange time at the forth-

ecming meeting of the Conference on January 28 and 29 so that there

might be an opportunity for discussion of the planning operations. Also,

each Reserve Bank was being asked for information on the present status

its 
relocation center and to advise of its views with regard to the

adnlinistration of consumer and real estate credit controls in an emer-

gencY' He then suggested that the Board authorize bringing two Reserve
13ank 

representatives, perhaps from Chicago and Kansas City, to Washington
tl'70 or three days in advance of the meeting of the Presidents' Conference
80 that 41,
'487 might study available defense planning material and prepare

Or
l'evielf the report to be submitted to the Office of Defense Mobilization.

Such an arrangement, he said, would permit submission of the report by
reque 

sted date.
the

It was agreed unanimously
to proceed in the manner suggested
by Governor Robertson.

Messrs. 
Riefler, Leonard, Bethea, Marget, Johnson, Solomon, Noyes,

Robin.
'13n, Allison, Grimwood, Clarke, and Freutel then withdrew from the

raeating.
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The following matters,

-3-

which had been circulated to the mem-
bers of the Board, were presented for consideration and the action

taken in each instance was as stated:

Letter for the signature of Chairman Martin to Mr. Mitchell,Cha irman of the Federal Reserve Bank of Atlanta, reading as follows:

Thanks for your letter of December 31 advisingthat at its regular meeting on that date the Executive
Committee of your Board fixed the salary of PresidentBryan for the period from January 1, 1957 through Decem-ber 31, 1957 at the rate of $35,000 per annum, and fixedthe salary of First Vice President Clark for the sameperiod at 4i)'25,000 per annum.

In accordance with my letter of December 19, 1956,the Board has now approved payment of salary to Mr.Clark at the rate of ,T)25,000 per annum for the periodfrom January 1 through December 31, 1957.

Approved unanimously.

Letter to Mr. Hill, Vice President, Federal Reserve Bank ofPhiladelphia, reading as follows:

In view of the circumstances outlined in yourletter of December 31, 1956, and the Reserve Bank'sfavorable recommendation, the Board of Governorsextends until July 11, 1957, the time within whichPeoples Bank of Glen Rock, Glen Rock, Pennsylvania,may establish a branch at the corner of Main andCphurch Streets, Borough of Jacobus, York County,

ietrrt:111-i:f 
it;r1II:e1=orization contained in

Approved unanimously.

Batik Letter to Mr. Stetzelberger, Vice President, Federal Reserveof Cleveland, reading as follows:

, In view of the circumstances outlined in yourletter of December 31, 1956, and the Reserve Bank'sfavorable recommendation, the Board of Governors1:urther extends until October 1, 1957, the time with-g.which The Union Bank of Commerce Company, Cleveland,1°, may establish a branch at the northeast corner of
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1/11/57

Cedar and and Warrensville-Center Roads, South Euclid,
Ohio, under the authorization contained in its letter
Of July 11, 1955.

Approved unanimously.

Letter to the Chairmen of all Federal Reserve Banks readingas follows:

In its letter of October 291 1956, the Board
issued a call for a Conference of General Auditorsof the Federal Reserve Banks to be held on March 6,
7, and 8, 1957. The letter stated that the meeting
would be held at one of the Federal Reserve Banks, tobe specified later.

In accordance with the recommendation of the
Standing Committee of General Auditors it has been
decided to accept the invitation of the Federal
Reserve Bank of Dallas to hold the meeting there onthe dates mentioned.

Approved unanimously,
with copies to the Presidents
and General Auditors of all
Federal Reserve Banks.

Letter to The Honorable H. E. Cook, Chairman, Federal Deposit-Luance Corporation, reading as follows:

Reference is made to your letter of December 281
1956/ concerning the proposed merger of Security Com-
mjrcial Bank, Birmingham, Alabama, a member bank, and,,Lie Exchange Bank, Birmingham, Alabama, a nonmemberbank, and the establishment of a branch of the contin-

ZTirarlit7 bank at the site of the Security Com-
No corrective programs have been urged upon the

Security Commercial Bank or agreed to by it which the
B°ard of Governors believes should be incorporated asconditions to the Corporation's approval of the pendingIf°13 l. However, you are advised that Security Com-
"Lrcial Bank maintains a drive-in window in a parkingrage at 2015-2021 4th Avenue, North Birmingham, Ala-
ii:tioni2,1757proved by the Board as a branch on

Approved unanimously, together
With the following letter to
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Mr. Denmark, Vice President, Fed-
eral Reserve Bank of Atlanta:

There are enclosed for your information copies ofa letter dated December 28, 1956, received from ChairmanCook of the Federal Deposit Insurance Corporation, andthe Board's reply concerning a proposed merger of theSecurity Commercial Bank, Birmingham, Alabama, and theExchange Bank, Birmingham, Alabama, a nonmember bank.

It is assumed the proposed merger is to be effectedunder the charter of the Exchange Bank, and, if so, itwill not be necessary for the Security Commercial Bankto apply for the Board's permission to withdraw frommembership. However, it will be appreciated if youWill advise when the Federal Reserve Bank stock issuedto the bank is cancelled and refund thereon is made.

_ The certificate of membership issued to the bank%:oBtzl.d be obtained, if possible, and forwarded to

There were presented telegrams proposed to be sent to the fol-
lowing Federal Reserve Banks approving the establishment without change
04 the dates indicated of the rates of discount and purchase in their
existing schedules:

San Francisco January 9
New York January 10
Cleveland January 10
Richmond January 10
Atlanta January 10
Chicago January 10
St. Louis January 10
Minneapolis January 10
Kansas City January 10
Dallas January 10

Approved unanimously.

Governor Robertson referred to a letter dated January 10, 1957,
fr°111 Mr. Johns, President of the Federal Reserve Bank of St. Louis,
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Set ting forth reasons why the Board of Directors of the Bank at a

meeting that day had voted to increase the annual salaries of Vice

?resident Kroner and Chief Examiner Wyrick effective January 1, 1957,

subject to the approval of the Board of Governors.

Upon the recommendation of
Governor Robertson, unanimous
approval was given to a letter
to President Johns in the fol-
lowing form:

The Board of Governors approves the payment of sala-
ries to the following officers of the Federal Reserve Bankof St. Louis for the period January 1, 1957, through Decem-
ber 311 19)c( at the rates indicated, which are the rates
fixed by the Board of Directors as reported in your letterof January 10, 1957.

Name Title

George E. Kroner Vice President
Orville 0. Wyrick Chief Examiner

Annual Salary

$l5,000
12,000

At this point Messrs. Hexter and O'Connell, Assistant General

Counsel, Hostrup, Assistant Director, Division of Examinations, and

1140411380n, Supervisory Review Examiner in the same Division, entered

the room.

With particular reference to the forthcoming hearing concerning
the f

ormation of a bank holding company involving The First National

City Bank of New York, City Bank Farmers Trust Company, also of New York,

and C°untY Trust Company of White Plains, New York, but with reference

4180 to the procedure to be followed generally in connection with hear-

illge of such a nature under the Bank Holding Company Act of 1956, Gov-
ernor 

Robertson presented for consideration the question whether the
l'ederal 

Reserve Bkof New York should make a recommendation or testify
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in the First National City Bank matter. He pointed out that in a partic-

ular case the recommendation of the Reserve Bank concerned might not be

f0110wed by the Board, and that there were therefore public relations

aspects to be taken into account. On the other hand, if a Reserve Bank

had very definite views about a situation in its District, it would seem

reasonable that the Bank should submit its recommendation in the matter.

With regard to the First National City Bank case, he said that President

Hayes of the Federal Reserve Bank of New York had advised, after confer-

ring with his staff, that the Bank felt it should make its recommendation

irrespective of the outcome of the case so that the Board might have the

benefit of such views. President Hayes' position recognized that some-
one from the Reserve Bank might be obliged to take the witness stand at
the hearing.

Mr. Vest stated that at Governor Robertson's request he had con-

tactedu re
presentatives of six other Federal Reserve Banks for their views

as to procedure and that the Banks were about evenly divided, some taking
a
Poson similar to that of New York while others felt that a recom-

Illendation from the Reserve Bank would not be desirable. The adverse
reasons which were given included the possibility of embarrassment if
the dee„
'slon was different from the Reserve Bank recommendation, the

element of seeming to prejudge the case prior to the hearing, and the

thought that the contribution of the Reserve Bank would be almost entirely
in the area

of judgment and opinion. Mr. Vest then outlined advantages
and 

disadvantages that might be involved in either course of action.
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In a discussion which ensued, Chairman Martin expressed the

view that this kind of problem was unavoidable under a regional central

banking system, that everyone with opinions to express should be given
the 

oPportunity at a public hearing, and that greater difficulties from
the public relations standpoint might arise if the Federal Reserve Bank

views were not placed on record at such a hearing. He therefore favored
the 

position taken by President Hayes.

Governor Robertson said that he did not feel as strongly as
Chad rman Martin and that in his opinion it might develop that a mis-
take had been made by going in either direction. Since the first case

in which the question had arisen was one in which the Federal Reserve

Bank concerned had expressed a desire to submit a recommendation for the

record, he would be inclined to go along with the Bank's view on the
matter. 

However, if the Reserve Bank had taken an opposite position,

he would not have been inclined to request a recommendation.

After Governor Mills had reviewed the responsibilities vested

sPecificallY in the Board by the Bank Holding Company Act and had sug-
gested that those provisions might introduce an element of doubt as to

Ighether it was intended that the Reserve Banks were to serve other than
0
8 vehicles for expanding the Board's knowledge of particular situations,
Governor 

Balderston called attention to the existing procedures for
handling bank supervisory matters, which include a request for Federal
Reserve Bank recommendation. It was his view that under the Bank Holding
Company Act an effort should be made by the Board to adhere as much as
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Possible to current supervisory procedures and that therefore a Re-

serve Bank recommendation should be requested in each case. As to

the matter of testifying, he would be inclined to leave the decision
to the Reserve Bank.

Mr. O'Connell mentioned discussions with Mr. Wiltse, Vice
President of the New York Reserve Bank, relative to Reserve Bank

testimony in the First National City Bank matter, at which time pro-

blems of the nature commnenteci. upon at this meeting had been mentioned.
In this 

connection, the view was expressed by the Board that preliminary
discussions of testimony between Board and Reserve Bank representatives
should ---Late only to the nature and general outlines of the testimony
and that discussion of the content of the testimony should be avoided.
Mr. 

O'Connell stated that if a representative of the New York Bank
should test ifY at the forthcoming hearing, he would have in mind asking
him to state for the record that his testimony represented an independ-
ent det

ermination. It was also understood that any preliminary dis-
cussions would not prevent the Reserve Bank witness from going into
Other areas of testimony if he so desired.

Governor Robertson then suggested that the Board not attempt

tv' make a rule for general application pending the accumulation of more

exPerience with procedural problems under the Bank Holding Company Act.
Ris s

4ggestion contemplated that in the current case the New York Reserve
tank Would submit a recommendation and testify at the hearing.

There was unanimous agreement
With these suggestions.
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During the foregoing discussion Mr. Horbett, Associate Di-

rector, Division of Bank Operations, entered the room and Messrs.

Thomas and Young withdrew from the meeting.

Mr. Molony suggested the issuance of another press release

in connection with the First Nationsl City Bank matter prior to the

hearing so that all interested parties might be advised of develop-

ments.

Discussion of Mr. Molony's suggestion indicated that there

vould be no Objection to the issuance of a press statement giving

such facts as the name of the hearing examiner and the schedule ac-

to which it was contemplated that the hearing would proceed.

It Was agreed, however, that it would not be advisable to include the

names of prospective witnesses.

Pursuant to the understanding at the meeting of the Board yes-
teaYy, 

further consideration was given at this time to the application

of Ilarine Midland Corporation to acquire the voting shares of The Lake

Shore 
National Bank of Dunkirk, New York.

Governor Robertson stated that Mr. Bayard Pope, Chairman of the

Rzecutive Committee of Marine Midland Corporation, had called on the

telephone again this morning regarding the matter and had asked whether
he ((ov ernor Robertson) would return the call this afternoon.

Mr. Thompson opened the discussion by reporting certain infor-
mation 

concerning the management of the Lake Shore National Bank not

full in the memorandum from the Division of Examinations
Set forth
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which had been distributed to the members of the Board under date of

January 9, 1957. This information indicated that while the present

management was considered satisfactory, the president of the bank had
indicated a desire to retire from active participation in the bank's

affairs and a potential problem of management succession was involved.

In expressing his views on the matter, Governor Robertson said
that this was in the nature of a test case, that the Marine Midland
o
rganizati-on, already large, was believed to have other bank acquisi-

tions in prospect, that it was very difficult to reach a policy decision
on the basis of each individual case, and that these facts, plus the
fact that the Board was operating under a new statute, made it seem

clvisable to proceed cautiously and make sure that the Board had pli 
the facts in its possession before taking action. Therefore, he would

lean toward the view that a hearing should be held so that all of the

Pertinent 
information and expressions of opinion were included in the

l'ecord• He did not feel that the Board should be hurried into action

in this matter because of the rumored possibility that an attractive

°filer for the Dunkirk bank might be made by Marine Midland's principal
com

Petitor in Western New York State.

Governor Balderston then mile a statement substantially as
follows:

my view the Marine Midland officials should be
does 

to present their case to the Board, but theree. not seem to be a need for a hearing before anfavorxine If there were gaps in the evidence, I would
such a hearing, but one would not seem to be
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justified in this case, provided we give the Marine
Midland officials an opportunity to present their
case orally in addition to the information that
they have supplied already.

In its supervisory responsibilities under the
Holding Company Act, the Board should probably keep
its procedure as simple and as free from legal par-
aphernalia as will permit the substantive questionsto be answered correctly. Unless hearings are re-
quired by dissents, the Board would be well advisedto use its customary informal methods from the out-!et because once a more elaborate procedure is adopted,it would be difficult to abandon it.

Governor Robertson indicated that he would have no objection
to a 

decision to meet with officers of Marine Midland, with the under-

that a decision on whether a hearing should be ordered would
be made after such meeting.

Governor Mills said that if it was the feeling that a meeting
with Marine Midland officers or a public hearing would add to the
Board, .S 

information in such a way as to permit reaching a more mature

judgment, he would favor either one of those courses. However, he
Was 

doubtful whether much would be added to the present record. If
it was the feeling that some further step should be taken as a safe-
guard 

because the Board was acting under a new statute, he would be

inclilled to favor somewhat the holding of a public hearing to a meet-

Marine Midland officers because a public hearing would afford

interested parties a chance to be heard.

Governor Shepardson expressed general agreement with the posi-

aken by Governor Balderston. He said that there was a great deal
o 

doubt in his mind as to whether the application should be granted
azid that ,

J-I1 the circumstances it seemed appropriate to give Marine

tiOnt
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3 .X1 opportunity to present its case. He then spoke of the

difficulty involved in looking at the case from the local standpoint

as n
-ompared with examining it from the standpoint of the larger area

in which Marine Midland operates. After hearing the Marine Midland

representatives, he said, his present views might be changed, in

WhiCh event he would be inclined to favor the holding of a hearing

sO that opponents of the proposed acquisition might present their

views.

Governor Robertson said that he understood Governor Szymczak's

vie" to be along the lines of those stated by Governor Shepardson.

Chairman Martin said that after studying the matter, it would

be his personal inclination to approve the application. He went on

to
 say that he could not bring himself to believe that favorable action

in thiS ease would violate the principles and larger issues with which
the

-ank holding COmpany legislation was intended to deal. In other

Ilcsras, he questioned whether this was not a case that could properly
be disposed of without going through the formality of a public hearing.

In all the circumstances, he suggested that in order to move forward

°11 the matter an invitation be extended to Marine Midland representatives

to meet With the Board and present anyadditional information they might
desire,

Thereupon, it was agreed that
Governor Robertson would endeavor
to arrange a meeting on the after-
noon of Tuesday, January 15, or at
such other time as would be mutually
convenient.
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It was reported that a request had been received that the

Board's research staff give a visunl-auditory presentation on eco-

nomic developments before the Senate Banking and Currency Committee

next 
Wednesday, January 16. It was also reported that the Invest-

ment Bankers Association had made a similar request informally in

e°411ection with a meeting of the Association's Executive Committee

to be held on February 26.

It was agreed that arrange-
ments should be made for both
presentations, with the under-
standing that the presentation
to the Investment Bankers Asso-
ciation might be an oral pre-
sentation only.

The meeting then adjourned.

Secretary's Note: Pursuant to
recommendations contained in
memoranda from appropriate indi-
viduals concerned, Governor
Shepardson today approved the
following matters on behalf of
the Board:

tivis.onThomas E. Summers, from his position as Economist in the
. International Finance to a different position 

. .. l 
that(6 6 with the same title, with an increase in basic salary from''' , 05 to (7

yl,570 per annum, effective January 13, 1957.

Gordn o a-rimwood, from his position as Economist in the Divi-in „
i 

'a)1_ Internatio annal Finance, to another position with the same title

sp4i-L' 

? 1,, 
Division, effective Jan 13, 1957, in view of his current
assignment to the Office of Defense Mobilization.

increase

Tr • Increase in the basic annu1 salary of M. Patricia McShane,(1, alning A •y4 
/J 
D
U
r_ ssistant in the Division of Examinations, from $4,210 toD, 

effective January 13, 1957.
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Secretary's Note: Governor Shepard-
son today approved on behalf of the
Board the following letter to Mr.
Diercks, Vice President of the Fed-
eral Reserve Bank of Chicago:

In accordance with the request contained in your let-ter of January 7, 1957, the Board approves the designation(f Frank J. Scott as a special assistant examiner for the
r)

ederal Reserve Bank of Chicago. Please advise as to thedate upon which the designation is made effective.

Secretary's Note: Governor Shepard-
son also approved today on behalf of
the Board a memorandum dated January
10, 1957, from Messrs. Thomas, Eco-
nomic Adviser to the Board, and Miller,
Chief, Government Finance Section, Di-
vision of Research and Statistics,
recommending that, pending a further
report from the American Telephone
and Telegraph Company regarding trans-
mission difficulties, commercial facil-
ities rather than existing "tie-line"
facilities be used for the daily morn-
ing telephone cP11 between members of
the Board's staff and the Federal Re-
serve Bank of New York staff regarding
conditions in the Government securities
market, and that the full expense of
the telephone calls continue to be
paid by the Board.
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