
Minutes for February 27. 1957 

To: 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

i/Gov. Vardaman

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson
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x.

&As
The attached set of minutes was sent to Governor Vardaman's office in
accordance with the procedure approved at the meeting of the Board on
November 292 1955. The set was returned by Governor Vardaman's office
With the statement (see Mr. Kenyon's memorandum of February 12, 1957)
that hereafter Governor Vardaman would not initial any minutes of meet-
ings of the Board at which he was not present. Therefore, with Governor
SheDardsonis approval, these minutes are being filed without Governor
VaraamaiVs initial.
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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Wednesday, February 27, 1957. The Board met

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

PRESENT: Mr. Martin, Chairman 1/
Mr. Balderston, Vice Chairman
Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Riefler, Assistant to the Chairman
Mr. Leonard, Director, Division of Bank

Operations
Mr. Vest, General Counsel
Mr. Young, Director, Division of Research

and Statistics
Mr. Marget, Director, Division of International

Finance
Mr. Hexter, Assistant General Counsel
Mr. Noyes, Adviser, Division of Research

and Statistics
Mr. Robinson, Adviser, Division of Research

and Statistics
Mr. Cherry, Legislative Counsel
Mr. Allison, Special Consultant to the Board
Mr. Grimwood, Economist, Division of International

Finance

Mr. Clarke, Assistant General Counsel, Federal
Reserve Bank of New York

Mr. Freutel, Assistant Vice President, Federal
Reserve Bank of St. Louis

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 stated:

1/ Entered meeting at point indicated in minutes.

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



70

2/27/57 •-•

Letter to Mr. Braun, Assistant Secretary, Federal Reserve Bank
of New York, reading as follows:

Reference is made to your letter of February 14, 1957,
relating to the leave of absence with pay granted to Mr.
John P. Jensen, Manager, Accounting Department, for a period
of approximately one month, plus travel time, to undertake
a survey and make recommendations on the internal organi-
zation, accounting, control and mechanization systems of
Banco Central de Reserva de El Salvador.

It is noted from your letter that, at the request of
Mr. Carlos J. Canessa, President of Banco Central, Mr.
Jensen's leave has been extended for an additional two weeks,
on the same terms as the original leave, in order to give
Mr. Jensen the time necessary to finish his survey and to
make a comprehensive report thereon.

The Board of Governors interposes no objection to the

arrangements with respect to Mr. Jensen as described in your
letter.

Approved unanimously.

Letter to Mr. Strathy, Secretary, Federal Reserve Bank of Richmond,
reading as follows:

The Board of Governors approves the appointments of
Messrs. Overton D. Dennis, Edwin Hyde, and Walker D. Stuart
as members of the Industrial Advisory Committee for the
Fifth Federal Reserve District to serve for terms of one

year each beginning March 1, 1957, in accordance with the
action taken by the Board of Directors as reported in your

letter of February 14, 1957.

Approved unanimously.

Letter to Mr. Pondrom, Vice President, Federal Reserve Bank of
Dallas, reading as follows:

This refers to your letter of January 21, 1957, trans-
mitting, along with other enclosures, a registration state-

ment filed by the American National Insurance Company,

Galveston, Texas, pursuant to the Bank Holding Company Act

of 1956, which was received by your Bank on January 15, 1957.
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It is understood from the Company' registration
statement and from the Company's letter to your Bank of
January 14, 1957, that, while the Company owned more than
25 per cent of the stock of each of four banks on May 9,
1956, the Company, in December 1956, sold on a competitive
bid basis to outside interests all of the stock held by
it in three of these banks, with the result that the

Company now owns more than 25 per cent of the voting stock

of only one bank, the Commercial State Bank, Sinton, Texas.
It is assumed that the Company not only does not own more

than 25 per cent of the stock of any other bank, but that
it does not directly or indirectly own, control, or hold

with power to vote 25 per cent or more of the voting shares
of any bank holding company or control in any manner the

election of a majority of the directors of each of two or
more banks, and that trustees do not hold for the benefit
of the shareholders of the Company 25 per cent or more of
the voting shares of each of two or more banks or a bank

holding company.

On the basis of this assumption, and its understanding
of the facts as stated above, the Board is of the opinion
that American National Insurance Company has ceased to be

a bank holding company within the meaning of the Bank

Holding Company Act of 1956. It should be mentioned, of
course, that, while administration of the Act is vested in
the Board, its enforcement as a criminal statute falls
within the jurisdiction of the Department of Justice, and
conceivably the Board's interpretation might not be followed
by that Department if it should have occasion to consider
the matter.

Since the Company is not now a bank holding company,
it will not be necessary for it to file an annual report
for the fiscal year in which it ceased to be a bank holding
company

It will be appreciated if you will advise the Company

of the substance of this letter.

Approved unanimously.

At this point Chairman Martin joined the meeting.

There had been circulated to the members of the Board drafts of

letters to the Chairmen of the Senate and House Banking and Currency
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Committees transmitting transmitting copies of the report made by Arthur Andersen & Co.

of that firm's audit of the Board's accounts for the year 1956. In this

connection, Mr. Cherry had suggested that the Board might wish to include

in the letters a sentence to the effect that the Board would appreciate

having the reports of audit brought to the attention of each member of

the respective Committees.

Mr. Cherry stated that his suggestion was made in the light of a

statement by Senator Douglas of Illinois at the hearings last fall on the

proposed Financial Institutions Act that he had not seen certain reports

Of examination of the Federal Reserve Banks which had been made available

to the Senate Banking and Currency Committee by the Board and were later

returned to the Board by the staff of the Committee.

Following a comment by Governor Robertson that he would doubt the

advisability of including the suggested sentence in the letters because it

might seem to put the Board in the position of attempting to indicate to

the Committees how their administrative operations should be conducted,

Mr. Cherry said that his objective could be accomplished by informal dis-

cussion with Mr. Robert Wallace, Staff Director of the Senate Banking and

Currency Committee, in the course of which he could recall to Mr. Wallace

the comment made by Senator Douglas.

Agreement having been expressed

with the alternative procedure sug-

gested by Mr. Cherry, unanimous ap-

proval was given to a letter for the

signature of Chairman Martin to
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The Honorable J. W. Fulbright,

Chairman of the Committee on Banking
and Currency, United States Senate,

reading as follows, together with a

similar letter to The Honorable Brent
Spence, Chairman of the Committee on

Banking and Currency of the House of

Representatives, with the understanding

that copies of the letters would be

sent to Arthur Andersen & Co.:

For several years the Board has sent to the Chairman
of the Senate Banking and Currency Committee a copy of the
report made by Arthur Andersen & Company of that firm's
audit of the Board's accounts for the preceding year. A

copy of the complete report of audit for the year 1956 is

enclosed including (1) Financial Statements as of Decem-
ber 31, 1956 together with Auditors' Certificate, and (2)
Scope of Examination.

Should you wish additional copies of the report,

please let us know and we shall be glad to make them

available.

Mr. Cherry then withdrew from the meeting.

At the meeting on February 6, 1957, there was preliminary dis-

eussion of a memorandum prepared by members of the Board's staff and

Messrs. Clarke and Freutel outlining an approach to post-attack financial

and economic rehabilitation. Copies of the memorandum were distributed

to members of the Board at that time and a review group from the Board's

staff was named to appraise the document. Subsequently, the members of

the review group met with Governor Robertson, Mr. Phelps, Assistant

Director for Stabilization at the Office of Defense Mobilization, and

members of the original committee, and. a number of suggestions for changes

in the memorandum were presented. None of these changes, however, went
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to the substance of the approach proposed by the task committee. The

purpose of the discussion at this meeting was to permit the members of

the Board to offer their comments concerning the proposal prior to its

revision in the light of such comments and those already made by the

review group.

At the request of the Board, Mr. Noyes reviewed the principal

features of the Proposal and discussed the reasons why it had been de-

veloped, pointing out that the key documents used in Operation Alert

1956 contemplated a freeze approach to post-attack planning which would

lead to a stalemating of economic activity and a loss of values that

would delay, if not actually destroy, the ability of the economy to get

back on its feet. Accordingly, it was deemed desirable to devise an

alternative approach which would encourage local areas to return to con-

structive economic activity as rapidly as possible.

Governor Mills indicated that he continued to have some misgivings

about attempting to liquefy the banking system immediately after an at-

tack and particularly concerning the proposal to make all checks immedi-

ately payable, with, the Federal Reserve Banks underwriting the operation.

Rs also noted that Mr. Noyes in his comments had referred to differences

between the approach taken in the memorandum and the views of the Treasury

and said it would be helpful if the nature of those differences could be

8Palled out further.
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In response, Mr. Noyes said it appeared to be the Treasury

point of view that any commitment to indemnify against losses suffered

in an attack would threaten the credit of the United States, since the

Federal Government would be confronted with Very heavy financial demands

arising out of the emergency aside from those incident to indemnification.

The Treasury also appeared to feel that a commitment for complete indemni-

fication would be inequitable and that any commitment should take into

account the relative needs of persons who had suffered losses. To a

certain extent, Mr. Noyes said, it appeared that the Treasury point of

view reflected lack of complete understanding of the alternative approach,

so that the task committee's memorandum might be helpful in reconciling

differences.

Governor Robertson characterized the basic position of the Treasury

as one which held that no one could foresee what situation would prevail

after an attack and that consequently the only feasible approach was to

freeze the economy and then proceed as circumstances dictated.

The discussion then turned to the question, raised by Governor

Shepardson, whether the proposal should contemplate leaving a decision on

the reopening of commercial banks following an attack to the discretion

Of individual banks, or whether it would be preferable to specify a tempo-

rary closing of all banks with the right to reopen left to the discretion

°f individual banks and power vested in the supervisory authorities to req •

reopening in cases where such action was deemed appropriate. There was
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general agreement that the magnitude of the attack would be of funda-

mental importance in determining the most feasible procedure and it was

understood that changes would be made in the memorandum to give more

emphasis to this consideration.

Governor Balderston's comments were directed principally to the

situation -which would prevail immediately following an attack. He sug-

gested clarification of the fact that a program such as envisaged in the

memorandum would come into effect only after an initial post-attack freeze

period which, however, would be of as brief duration as possible in the

light of circumstances surrounding the attack. It was understood that

language would be included in the preface to the memorandum to clarify the

Points raised by Governor Balderston.

Following further discussion of the memorandum and the principal

Changes to be made in it in the light of the study by the review group,

Governor Robertson suggested a procedure as follows: The memorandum would

be revised to the extent indicated at this meeting. It would then be sent

to the office of Defense Mobilization as a tentative draft on post-attack

Planning, with the suggestion that the Office of Defense Mobilization set

Up a seminar group composed of representatives from various interested

Government agencies to study the proposal. The Board would offer to pro-

vide facilities for the seminar group and to give help in any N./ay possible.

In the meantime, Governor Robertson would consult with President Williams,

Chairman of the Presidents' Conference Special Committee on Emergency Oper-

ations, with a view to obtaining the comments of the Reserve Bank Presidents.
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With the consent of the Office of Defense Mobilization, copies of the

document also would be sent to the Comptroller of the Currency, the

Federal Deposit Insurance Corporation, the Chairman of the Advisory

Committee on Commercial Bank Preparedness, and the Chairman of the

Banking Committee on Emergency Operations.

At the conclusion of the
discussion, the procedure sug-
gested by Governor Robertson
was approved unanimously, with
the understanding that copies
of the revised staff document
would be sent simultaneously to
the Office of Defense Mobili-
zation and the Presidents of the
Federal Reserve Banks.

All of the members of the staff except Messrs. Carpenter and

Kenyon then withdrew from the meeting along with Messrs. Clarke and Freutel

and Mr. Johnson, Controller, and Director, Division of Personnel Adminis-

tration, entered the room.

Receipt was reported of two letters from Mr. McConnell, Secretary

Of the Board of the Federal Reserve Bank of Minneapolis, the first of

vtich enclosed resolutions of the Bank's Board of Directors and Executive

Committee regarding arrangements whereby Mr. Powell, following his resig-

nation as President of the Bank effective March 31, 1957, would be retained

as Economic Adviser for a period, commencing April 1, 1957, of not to ex-

ceed six months at a salary of $1,250 monthly or not to exceed three months

at a salary of $2,500 monthly, the period of continuation to be determined

by the Executive Committee prior to March 31, 1957. The second letter
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advised that the Board of Directors had voted to appoint Frederick L.

Deming as President of the Bank, effective April 1, 1957, for the re-

mainder of the five-year term beginning March 1, 1956, and to fix his

salary at the rate of $30,000 per annum for the period April 1, 1957,

through December 31, 1957, subject to the approval of the Board of Gover-

nors.

Following a discussion, it
was agreed unanimously to send

letters in the following form to

Mr. Perrin, Chairman of the Federal

Reserve Bank of Minneapolis:

The Board of Governors has considered the two reso-
lutions enclosed with Mr. McConnell's letter of February 21,
1957, and concurs in the action of the directors with respect
to the retention of Mr. Oliver S. Powell as an Economic Ad-
viser.

When the period and compensation for Mr. Powell as
Economic Adviser have been definitely determined, please in-
form the Board in order that formal action may be taken on
the specific salary agreed upon.

The Board of Governors approves the appointment of
Mr. Frederick L. Deming as President of the Federal Reserve
Bank of Minneapolis, effective April 1, 1957, for the re-
maining portion of the five-year term beginning March 1,
1956, in accordance with the action taken by the Board of
Directors as reported in Mr. McConnell's letter of February
25, 1957.

The Board of Governors also approves the payment of
salary to Mr. Deming at the rate of $30,000 per annum, for
the period April 1, 1957, through December 31, 1957.
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Receipt also was reported of a letter dated February 23, 1957,

from Mr. Johns, President of the Federal Reserve Bank of St. Louis,

stating that a meeting of the Bank's Board of Directors was to be held

February 28, 1957, at which time it was expected that Guy S. Freutel, now

Assistant Vice President, would be appointed First Vice President of the

Bank to succeed Mr. Deming, effective April 1, 1957, with salary at the

rate of $20,000 per annum, subject to the approval of the Board of Gover-

nors.

It was agreed unanimously that
upon receipt of advice from the St.
Louis Bank that such action had been
taken, a wire would be sent to the
Bank stating that the Board approved
the appointment of Mr. Freutel as
First Vice President effective April
1, 1957, for the remaining portion
of the five-year term beginning
March 1, 1956, and payment of salary
to Mr. Freutel for the period April
1 through December 31, 1957, at the
rate stated in the letter from Mr.
Johns.

In addition, there had been circulated to the members of the

Board a letter from President Johns dated February 23, 1957, stating that

It was anticipated that at the meeting of the Board of Directors of the

St. Louis Bank on February 28, Donald L. Henry, John L Menges, and

Clarence J. Wbertz would be appointed Vice President in charge of the

Louisville Branch, Cashier of the Louisville Branch, and Assistant Cashier

Of the Branch, respectively, all effective March 1, 1957, and that their
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salaries would be fixed at the annual rates of $13,500, $8,500, and $7,800,

respectively,subject to the approval of the Board of Governors.

It was agreed unanimously that
upon receipt of advice that such
actions had been taken by the Board
of Directors of the St. Louis Bank,

the Bank would he advised that the

Board approved the payment of sala-

ries to Messrs. Henry, Menges, and
Wbertz at the annual rates stated
in Mr. Johns' letter for the period
March 1 through December 31, 1957.

Secretary's Note: Pursuant to the foregoing
actions, the following telegram was sent to
Chairman McBride of the Federal Reserve Bank
of St. Louis on February 28, 1957:

Your wire this date. Board approves appointment of
Guy S. Freutel as First Vice President, Federal Reserve
Bank of St. Louis, effective April 1, 1957, for remaining
portion of five year term beginning March 1, 1956, and
nayment of salary to him for period April 1, 1957, through
December 31, 1957, at rate stated Mr. Johns' letter Febru-
ary 23. No announcement of appointment will be made here
with thought that you will make such local announcement
as your Bank may desire.

Board also approves the payment of salaries to Messrs.
Henry, Menges, and Wbertz as Vice President assigned to
Louisville Branch, Cashier of the Louisville Branch, and
Assistant Cashier of the Louisville Branch, respectively,
for the period March 1 through December 31, 1957, at the
rates stated in Mr. Johns' letter of February 23.

Chairman Martin reported having received a telephone call yesterday

from Senator Frear of Delaware, who referred to the provisions of section

31 of the Banking Act of 1933, as amended, limiting to 25 the number of

directors of a member bank of the Federal Reserve System and stated that
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he was considering introducing an amendment to the proposed Financial

Institutions Act to increase the maximum permissible number. Senator

Frear's interest in the matter apparently grew out of his position as a

director of the Farmers State Bank of Delaware, Dover, Delaware, an

Institution having 27 directors, and the purpose of his telephone call was

to ascertain whether the Board would oppose an amendment such as he had

in mind. Chairman Martin said that he subsequently forwarded to the

Senator a memorandum prepared by Mr. Vest concerning the pertinent pro-

visions of the law and that he told Senator Frear he would bring the matter

to the Board's attention.

Governor Robertson expressed the view that the Board should take

a position against a general permission to increase the present maximum

limitation on the number of directors, because a number greater than 25

would tend to constitute an unwieldy group. He went on to explain that

the Farmers State Bank is majority-owned by the State of Delaware, that

the counties also hold stock and are entitled to representation on the

board of directors, and that this accounted for the large number of di-

rectors. A possible solution, he said, would be to amend the law so as to

Provide that no member bank except one majority-owned by a State could

have more than 25 directors.

Chairman Martin stated that Governor Robertson's suggestion seemed

reasonable and that, if the Board was agreeable, he would call Senator

Frear, mention the possibility of such an approach to the problem, and
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offer to have the Board's staff prepare an amendment along those lines.

There was unanimous agreement
with the procedure suggested by

Chairman Martin.

The meeting then adjourned.

Secretary's Note: Governor Shepardson today

approved on behalf of the Board a memorandum
dated February 27, 1957, from Mr. Fauver,
Assistant Secretary, suggesting that an invi-

tation be extended to the current group of

trainees at the International Monetary Fund

and the International Bank for Reconstruction

and Development to visit the Federal Reserve

Building on March 8, 1957, for luncheon and
a program concerning the organization and

activities of the Federal Reserve System.

Governor Shepardson also approved on behalf

of the Board today the following letters:

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

In accordance with the request contained in your
letter of February 19, 1957, the Board approves, effective
March 1, 1957, the appointment of Glendon M. Burr as an
examiner for the Federal Reserve Bank of Philadelphia.

Letters to Mr. Snead, Chief Examiner, Federal Reserve Bank of Richmond,
reading as follows:

In accordance with the request contained in your
letter of February 19, 1957, the Board approves the desig-
nation of Franklin S. Clark, B. E. Hall, and Freeman L.
Moore, Jr. as special assistant examiners for the Federal

Reserve Bank of Richmond for the purpose of participating
in the examination of State member banks only.
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The authorization heretofore given your bank to
designate these employees as special assistant examiners
for the Federal Reserve Bank of Richmond is hereby canceled.

In accordance with the request contained in your

letter of February 21, 1957, the Board approves the desig-
nation of George B. Evans as a special assistant examiner
for the Federal Reserve Bank of Richmond for the purpose
of participating in examinations of all State member banks
except The Bank of Virginia, Richmond, Virginia.

The authorization heretofore given your bank to

designate Mr. Evans as a special assistant examiner is

hereby canceled.

Letter to Mr. Nosker, Assistant Vice President, Federal Reserve Bank of
Richmond, reading as follows:

In accordance with the request contained in your

letter of February 25, 1957, the Board approves the desig-
nation of Geo. E. Thompson, Jr. as a special assistant

examiner for the Federal Reserve Bank of Richmond for the
purpose of participating in examinations of all State

member banks.

The authorization heretofore given your bank to

designate Mr. Thompson as a special assistant examiner

is hereby canceled.
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