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Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on Friday, March 150 1957. The Board met in the

8oard Room at 10:00 a.m.

(It the

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman
Mr. Szymczak 1/
Mr. Vardaman 2/
Mr. Mills —
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Fauver, Assistant Secretary
Mr. Vest, General Counsel
Mr. Sloan, Director, Division of

Examinations
Mr. Hackley, Associate General

Counsel
Mr. Masters, Associate Director,

Division of Examinations
Mr. Cherry, Legislative Counsel

The following items, which had been circulated to the members

Board and copies of which are attached to these minutes under

the respective item numbers indicated, were approved unanimously:

Item No. 

Letter to the Federal Reserve Bank of Cleveland 1
2°fleurring in the view that the proposal of The
'.aeveland Trust Company, Cleveland, Ohio, to move
'It8 branch located at 19126 Detroit Road, Rocky
4_,Iver, Ohio, to a specified new location would
-"wave the mere relocation of an existing branch.

Letter to the Federal Reserve Bank of Cleveland 2
,,?Ilcurring in the view that the proposal of The
':-Leveland Trust Company, Cleveland, Ohio, to move
Its branch at 33760 Aurora Road, Solon, Ohio, to
„a: allecified new location would involve the mere
'elocation of an existing branch.

-6 Entered meeting at point indicated in. minutes.
Withdrew from meeting at point indicated in minutes.
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3/15/57 -2-

Letter to the Federal Reserve Bank of San

Francisco extending the time for Nevada

Bank of Commerce, Reno, Nevada, to estab-

lish a branch at 501 North Virginia Street.

Memorandum from the Division of Examinations
recommending that the Division be authorized
to make arrangements, through the officers in

charge of examinations at Reserve Banks concerned,
for examiners to verify "unissued" currency cus-

tody accounts proposed to be established by the

Treasury Department with a limited number of
commercial banks.

Item No. 

3

4

In connection with the foregoing memorandum, Governor 
Balderston

inquired whether this plan was regarded by the Treasury as a substitute

Tor the proposal to construct a vault at Fort Riley, Kansas, for the

storage of reserve supplies of currency as a part of the defense plan-

program.

Governor Robertson replied that he did not think this plan was

intended as a substitute. He recalled that the use of commercial banks

had been considered but discarded as not feasible from the standpoint

OT the storage of reserve supplies of Federal Reserve notes for use in

4n emergency. The Treasury, he said, now appeared to have evolved this

liMited plan to provide a supply of currency with which to meet the

needs of its awn operations in the event of an emergency. He went on

t° say that he considered the proposal a step in the right di
rection.

Discount rates. Unanimous approval was given to telegrams to

the Federal Reserve Banks listed approving the establishment without
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3/15/57

change, on the dates indicated, of the rates of discount and purchase

in their existing schedules:

Boston March 11
San Francisco March 13
New York March 14
Cleveland March 14
Richmond March 14
St. Louis March 14
Minneapolis March 14
Kansas City March 14
Dallas March 14

Letter to House Judiciary Committee on bank merger legislation.

At the hearing last Friday, March 8, before the Antitrust Subcommittee

of the House Judiciary Committee concerning proposed bank merger legis-

lation, requests were made of Chairman Martin for further views regarding

several matters. Accordingly, a draft of proposed letter to Committee

Ch4irman Celler had been distributed to the members of the Board before

this meeting. Since the letter related mostly to a "compromise" pro-

13c3sal for bank merger legislation, and the bank merger provisions in

the proposed Financial Institutions Act had been endorsed by the Comptrol-

ler of the Currency and the Federal Deposit Insurance Corporation as well

48 the Board, the transmittal memorandum from Mr. Hackley suggested that

before any letter was sent to Mr. Celler, the Board might wish to check

illformally with the Comptroller's Office and the Corporation.

During a review of the proposed letter, Governor Robertson

suggested several changes of an editorial or clarifying nature. The
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letter then was approved unanimously in a form which would take into

account the changes agreed upon by the Board at this meeting. It was

at the suggestion of Governor Robertson, that the revised let-

ter vould be checked informally with representatives of the Comptroller

Of the Currency and the Federal Deposit Insurance Corporation before

it vas sent, with the understanding that if any significant comments

were received, the matter would be brought back to the Board for

further consideration.

Secretary's Note: A check with
the Office of the Comptroller of
the Currency and the Federal De-
posit Insurance Corporation having
revealed no reason to bring the
matter back to the Board, the let-
ter to Chairman Celler was sent on
March 15, 1957, in the form attached
to these minutes as Item No. 5.

Committees, etc., created by and/or advising the Board. There

had been distributed to the members of the Board copies of a draft of

Proposed letter to the Chairman of the House Committee on Government

°Perations, prepared in response to a request from the Committee for

1.11) -to -date information on data previously furnished concerning commit-

tees) commissions, councils, etc., created by and/or advising the Board

or Governors.

Following a brief discussion, the letter, a copy of which is

attached to these minutes as Item No. 6) was approved unanimously.
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The meeting then recessed and reconvened at 11:00 a.m., at

Which time the Board, pursuant to arrangements previously agreed upon,

met with the following representatives of the New York Stock Exchange:

James C. Kellogg, III, Chairman
G. Keith Funston, President
E. C. Gray, Executive Vice President
John R. Haire, Vice President
Jonathan A. Brown, Director of Research

All of the members of the Board except Governor Vardaman were

present at this meeting Governor Szymczak entering the room shortly

after the meeting had begun. Messrs. Carpenter, Kenyon, Fauver,

Riefler, Thomas, Young, Solomon, Shay, and Brill of the Board's staff

also were present.

There were distributed to the members of the Board copies of

a brochure, prepared by the Stock Exchange, commenting on volume, prices,

and credit in the stock market, trends in stock market credit as corn-

ed with other types of credit, the impact of general credit controls

on stock market credit, and research studies recently instituted by

the Exchange. A copy of the document has been placed in the Board's

files.

After discussing the material contained in the brochure, Mr.

Punston stated reasons why he and his colleagues felt that reduction

(n the margin requirements to 50 per cent would be desirable at this

tjfle He also assured the Board of the willingness of the Stock Ex-

to attempt to produce any additional information which might be

helPful to the Board in its deliberations.
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Chairman Martin referred to the possibility, considered by the

13°ard at times in the past, of establishing permanent margin require-

ments, which would be supplemented by the impact on stock market credit

°f general credit controls. He inquired as to the views of the Exchange

l'egarding such an arrangement.

Mr. Funston replied that he thought margin requirements fixed

"Permanently at 50 per cent would be regarded generally as satisfactory,

that requirements fixed at such a level would be adequate, and that

hanges in the margin requirements were upsetting to the conduct of

the market. From the standpoint of the Exchange, he said, margin require-

Illents fixed permanently at 4o per cent would be even more satisfactory,

but on the other hand the Exchange would not want to see the requirements

1)14 dto 25 or 30 per cent. Mr. Funston went on to speak of activities

/**1101 he said were generated by rumors of a change in the margin require-

Ilients. He also expressed the view that small changes in the require-

were principally of psychological value and that their principal

effects on the stock market related to volume and liquidity.

Following further discussion along general lines, during which

111'. Young spoke of the potential usefulness of data which would result

tl'clmi new research activities of the Exchange, the meeting adjourned.

Secretary's Note: Governor
Shepardson today approved on
behalf of the Board memoranda
from appropriate individuals
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concerned recommPnding the fol-

lowing actions with respect to

the Board's staff:

.taa1/1 1.22E
John Edward Hogan, as Law Clerk in the Legal Division, with

basic salary at the rate of f:;5,440 per annum, effective the date he

assumes his duties.

Transfer

Patricia L. Gannon, from the position of Secretary in the

1?ivision of Personnel Administration to the position of Minutes Clerk

111 the Office of the Secretary, with no change in her basic salary
at the rate of $3,805 per annum, effective the date she assumes her

new duties.

Salary increases effective March 24 1957

Name and title

Baxtara E. Brande,
Secretary

Robert F. Gemmill,
Economist

Division

Board Members' Offices

International Finance

Basic annual salary

From To
•••••••••

4;3,670 f.4?4,080

7,035 7,570
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Item No. 1
3/15/57

March 15, 1957

Mr. Paul C. Stetzelberger, Vice President,
Federal Reserve Bank of Cleveland,
Cleveland 12 Ohio.

Dear Mr. Stetzelbergerl

Reference is made to your letter of February 27,
1957, advising of the proposal of The Cleveland Trust Company,
Cleveland, Ohio, to move its branch located at 19126 Detroit
Road, Rocky River, Ohio, to a new location at 19363-65 Detroit
Road.

The Board concurs in your view that the proposal
constitutes a mere relocation of an existing branch in the
-411mediate neighborhood without affecting the nature of its
amsiness or customers served and, therefore, the approval of
the Board is not necessary.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary.
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Item No. 2
3/15/57

March 15, 1957

Mr. Paul C. Stetzelberger„ Vice President,
Federal Reserve Bank of Cleveland,
Cleveland 1, Ohio,.

Dear Mr. Stetzelberger:

Reference is made to your letter of February 26,
1957, advising of the proposal of The Cleveland Trust Company,
Cleveland, Ohio, to remove its branch at 33760 Aurora Road,
Solon Ohio, to a new location in a shopping center being
established on the opposite side of the road*

It appears that this proposal would constitute
a mere relocation of an existing branch in the imnediate neigh-
borhood without affecting the nature of its business or cus.
tours served and, accordingly, we concur in your view that
the approval of the Board of Governors is unnecessary.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary*
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Item No. 3
3/15/57

March 15, 1957

Mr. E. R. Millard, Vice President,
Federal Reserve Bank of San Francisco,
San Francisco 20, California.

Dear Mr. Millard:

As recommended in your letter of March 7, 1957,
the Board of Governors extends to April 15, 1957, the time

within which Nevada Bank of Commerce Reno, Nevada, may

establish a branch at 501 North Virginia Street, Reno,

Nevada.

This branch was originally approved by the Board
at 533 North Virginia Street, Reno, Nevada, and it is
understood that the difference in address is due to a

renumbering by the city of Reno and not to any change in

location of the branch.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary.

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



0

To: Board of Governors

From: Division of Examinations

Item No. 4
3/15/57

March 5, 1957

Subject: Verification of "unissued"
currency held in custody for ac-
count of the Treasury Department
by State member banks.

-„ENTIAL F.R.)

CAUSE FOR MEMORANDUM: The Treasury Department is establishing "unissued"
currency (silver certificate)custody accounts with a limited number of
commercial banks. Informal inquiry has been made by the Treasury Depart-s

as to whether arrangements could be made for examiners for the Re-
serve Banks, when they make examinations of State member banks having such
Tslistody accounts, to make a package verification of the amount of currency
Axt the custody account.

RECOMMENDATION OF DIVISION OF EXAMINATIONS: That the Division of Exanina-
2ns aut o ze to make arrangements, through the officer in charge
°I examinations at Reserve Banks concerned, for examiners, when they make
Periodic examinations of State member banks having "unissued" currency
.T.1,3 cIdY accounts, to make a package verification of the amount of currency
,LA the account.

COMMENTS: Mr. Hampton A. Rabon, Technical Assistant to the Fiscal Ass is..
ecretary of the Treasury, telephoned the undersigned on February 28

rrd stated that, in connection with the defense planning program of the
ii easury Department, arrangements had been made for the establishment of
41Ini3sued" currency custody-accounts in amounts ranging from $300,000 to
4003000 with selected commercial banks. Arrangements have been made withthe 

Comptroller of the Currency for national bank examiners, when they
"Ice examinations of national banks having such accounts, to make a pack-
Ic.Ige count of such currency. Mr. Rabon inquired whether arrangements could
_e made to have examiners for the Federal Reserve check on the currency
t-IAITtody accounts to be held by State member banks.

Mr. Rabon indicated that they did not contemplate having more
rl -'-41 12 to 15 such accounts established with commercial banks and that

not more than 6 State member banks would have custody accounts.
IlLi3 understood that such accounts will be in banks located near Treas-
'4'Y relocation points east of the Mississippi down through the South.

Attached is a copy of a letter dated February 19, 1957, which
!cal Assistant Secretary of the Treasury Heffelfinger has sent to the

"-eigh, North Carolina, Branch of Wachovia Bank and Trust Company inquir-
lIng whether the Raleigh Branch of the Bank would be willing, under itskzea 

nation as depositary and financial agent of the Government, to provide
fekeeping facilities for unissued currency in the amount of $384,000.
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CONFIDENTIAL (j.R.),

To: Board of Governors -2-

Under the arrangement, the currency would be held by the bank in
custody subject to the order of the Treasurer of the United States; the
bank would agree that insurance would be maintained applicable to and in
an amount sufficient to protect the currency in the custody account; and
no collateral would be required to secure the currency in custody. The
,Tirrency would be in packages having the steel binding and seal of the
J°11reau of Engraving and Printing.

In the event of a national emergency disrupting normal channels
of currency supplies to banking institutions, according to the letters
this unissued currency stock would be available to take care of the Gov-
"nmentls currency requirements in the particular area.

Mr. Rabon indicated that it would not be necessary for the Treas-

tcl,Y Department to be furnished any certification with regard to the yen -

made by the examiners. Apparently all they desire is that ar-
'angements be made so that the custody accounts are verified periodically,
nd the Department notified only if the amounts do not conform to the
'millings as reported by the Treasury Department to the Federal Reserve.

DPn The matter of making the verification requested by the Treasury
.-vartment should involve relatively little examiner time, and it is as-
:1,kmed that the Board and the Reserve Banks would wish to cooperate with
'Re Treasury Department in complying with this request.

Respectfully submitted,

(Signed) Glenn M. Goodman

Glenn M. Goodman,
Assistant Director,

Division of Examinations.

Attachment.
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Item No. 5
3/151'5 7

March 15, 1957

The Honorable Emanuel Celler, Chairman,
Committee on the Judiciary,
House of Representatives,
Washington 25, D. C.

MY dear Mr. Chairman:

During the course of the hearings before your Committee on
March 8, 1957, regarding the pending bills to amend the Clayton
Antitrust Act, I was asked to furnish my- views and those of the Board
regarding several matters in this connection.

First, we were requested to advise whether the Board took
TlY position with respect to the saving provision contained in sec-
vion 11 of the Bank Holding Company-Act of 1956, when that Act was
Under consideration in Congress. The provision in question was not
contained in the Bank Holaing Company bill (H. R. 2674) when it was

er consideration by the House Banking and Currency Committee in
455. It was first included in the proposed legislation when
Ohair, m Lan Spence of that Committee on May 12, 1955 introduced a new
13,411 (H. R. 6227)/ the bill that was favorably reported by his
'ommittee a few days later and which with certain changes subsequently
Pte-sed the House. The provision in question similarly was not con-

e; in S. 2350 and S. 880 which were the subject of hearings before

enate Banking and Currency Committee in July 1955, although it
;48 later incorporated in the bill S. 2577 which was favorably reportedty that Committee on July 253 1955. The record indicates that at no

-411e did the Board take any position with respect to the merits of thatpr
ovision.

Secondly, we were asked to advise the Committee whether thetoard would object to a provision which would require the bank super-
3017 agencies to request the views of the Attorney General with

18̀0:ePact to the competitive effects of every bank merger. In the

bo!I:dt s opinion, such a requirement would impose an unnecessary burden

" upon the Department of Justice and the bank supervisory agencies,

t;l1c=e many proposed bank mergers and consolidations do not give rise
3i4mat erial questions as to competitive effects. Moreover, the neces.

Of obtaining the views of the Attorney General in every case
'41411d substantially delay the consummation of mergers in situations
:-,12,_which circumstances might demand prompt action and in which no

erial question of competition would be involved. The Board would
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The Honorable Emanuel Celler -2-

prefer a provision along the lines of that contained in section 23 of
Title III of the pending Financial Institutions bill (S. 1451) under
which the bank supervisory agency would be authorized to request the

Attorney General's opinion on the question of competitive effects.

Finally, the Board was asked to submit its views with respect
t° a proposal for bank merger legislation containing the following

features:

1. Amend section 18(c) of the Federal Deposit

Insurance Act so as to require approval of any bank
merger by the appropriate Federal bank supervisory

agency.

"2. Require any bank supervisory agency ruling

Upon a merger to consider the same factors it does

under section 3(c) of the Bank Holding Company Act.

"3. Provide for the appropriate Federal bank

supervisory agency to obtain the views of the State

supervisory agency where a State bank is involved,

as in section 3(h) of the Bank Holding Company Act.

n4. Require that the Attorney General be notified
by the appropriate Federal bank supervisory agency and
be given reasonable time within which to express his

views, before any merger is consummated.

15. Provide for an antitrust saving clause similar
to the one contained in section 11 of the Bank Holding

Company Act.

"6. Amend section 7 of the Clayton Act to cover
stock and asset acquisitions, using the term 'substantially
to lessen competition' but spelling out what it means with

respect to banks, as was done in this Committee's Report
on H. R. 5948."

The first feature of the above proposal would conform to

11D;ovisions of section 23 of Title III of the Financial Institutions

8411 requiring prior approval of bank mergers by the appropriate bank

pervisory agency and, as it has previously indicated, the Board would
44vor such a requirement.

The second feature would require the appropriate banksu
Pervisory agency in passing upon any bank merger to consider the same

4actors as those stated in section 3(c) of the Bank Holding Company Acts
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The Honorable Emanuel Celler -3-

namely: "(1) The financial history and condition of the company or

companies and the banks concerned; (2) their prospects; (3) the

character of their management; (4) the convenience, needs, and welfare
Of the communities and the area concerned; and (5) whether or not the
effect of such acquisition or merger or consolidation would be to
!xpand the size or extent of the bank holding company system involved
ueyond limits consistent with adequate and sound banking, the public
interest, and the preservation of competition in the field of banking.“

The bank merger provisions of section 23 of Title III of the
Ftnancial Institutions bill, which have been endorsed by the Board,
'would require the bank supervisory agencies to consider the factors
enumerated in section 15 of that Title and also whether the effect of
a Proposed merger or consolidation "may be to lessen competition unduly
or to unduly tend to create a monopoly." The factors enumerated in

netion 15 are the financial history and condition of the bank, the
adequacy of its capital structure, its future earnings prospects, the

general character of its management, and the convenience and needs of
the comammity to be served by the bank. Consequently, section 23 would

seem to cover substantially the same factors as those required to be
considered under the Bank Holding Company Act. While the Board would see

need to use language different from that now contained in section 23,

Board would have no objection to the use of language similar to

An4t of section 3(c) of the Bank Holding Company Act if Congress should
kkeem it advisable.

The third feature of the proposal would require the appropriate

Federal bank supervisory agencies to obtain the views of the State super-
vi 
a°rY authority where a State bank is involved "as in section 3(b) of

the Bank Holding Company Act." The Board questions the necessity for

Ijquiring the Federal bank supervisory agency to seek the views of

sue State authorities. If the resulting bank would be a State bank,

h!ch a requirement would be unnecessary since the merger would have

7en approved by the appropriate State banking authority before it

ruld be consummated. If one of the banks involved were a State bank,

't the resulting bank would be a national bank, the approval of the

jmptroller of the Currency. would be necessary under present law even

11°11Ch State approval might not be required.

the As to the fourth feature of the proposal, the Board questions

need for a requirement that the Federal bank supervisory authority
notpthe i— the Attorney General of all applications for bank mergers, but

Board would see no objection to a requirement for mere notification
re4 the Committee and Congress deem it essential. However, for the

asons heretofore stated in this letter, the Board believes that it
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would be be unnecessary and undesirable to require the bank supervisory
agency, in addition to notification, to obtain the views of the
Attorney General except in those cases in which the question of con-
Petitive effect may have material significance.

As to the fifth feature of the proposal - the inclusion in
bank merger legislation of an antitrust saving clause similar to that
contained in section 11 of the Bank Holding Company Act - it is ap-
parent that such a clause would have little meaning unless section 7
Of the Clayton Antitrust Act were amended to cover acquisitions of bank
assets as proposed by the sixth point in the plan. These two features
of the proposal must therefore be considered together.

The last feature of the proposal would involve an amendment
to section 7 of the Clayton Act to cover acquisitions of bank assets
as well as bank stocks, without any change in the present statutory
test based on substantial lessening of competition, but with some ex-
Planation, presumably in the Committee Report, as to the meaning of
that test as applied to banks.

The Board would be opposed to this feature of the proposed
e?mloromise for several reasons. In the first place, assuming that no
2!!anges would be made in the enforcement provisions of the Clayton Act,
sil.le.amendment would place the Board in the position of having responsi-
.nlity with respect to every bank merger even though it had previously
ren considered and approved by one of the other Federal bank super-
/18°1'Y agencies or by the appropriate State banking authority. Such
a situation would obviously be undesirable. As the Board has stated
to_il several occasions in recent years, it believes that it should not

Za vested with the prosecuting and adjudicatory functions involved incl,lc enforcement of the antitrust laws, especially if section 7 of the
-Layton Act, which now covers only the limited field of bank stock ac-
quisitions, should be broadened to cover acquisitions of bank assets.

The statutory application to bank mergers of the Clayton Act
eat of "substantial" lessening of competition would not, in the Board's

°Pinion, be desirable in the public interest, even though the Committee
!;1_iPort should spell out circumstances in which that test would not be
fltended to preclude a bank merger or consolidation. Whether or not a

Zrger would have the effect of substantially lessening competition
t es a quantitative test which, despite such an explanation in
.f.A.? Committee Report, might be construed as not permitting adequate
;71ght to be given to factors having to do with the soundness of theeankin

g system, availability of banking services, and the over-all
Puqic interest.
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The Honorable Emanuel Celler

If it should be the intent of Congress that the test
"substantial lessening of competiton" as used in section 7 of the
Clayton Act should not necessarily make unlawful bank mergers which
might be desirable in the public interest because of factors other
than the competitive factors it is the view of the Board that this
Should not be left as a matter of interpretation, possibly through
court decisions, on the basis of legislative history, but should be
set forth in the language of the statute, through the use of the word
"unduly" instead of "substantially", so that the Congressional intent
in the matter may be clear.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

WM. McC. Martin, Jr.
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Item No. 6
3/15/57

March 15, 1957

The Honorable William L. Dawson, Chairman,
Committee on Government Operations,
House of Representatives,
1501 House Office Building,
Washington 25, D. C.

Dear Mr. Chairman:

This is in reply to your letter of February 15, 1957,
requesting that the Committee on Government Operations be furnished
with material to bring up to date the data requested in its letter
Of November 21 1955, concerning committees, commissions, councils,
etc°, created by and/or advising the Federal Reserve Board.

This letter supplements the information provided in the
80ard'3 letter to your Committee dated January 4, 1956. As the
attached statement indicates, five such committees which were created
111 1954 at the request of the Chairman of the Subcommittee on Economic
otatistics of the Joint Committee on the Economic Report have now beenterminated, their specific assignments having been finished. The sixth
!ommittee included in the Board's original report, the Exploratory

ommittee on Longer-Term Financial Problems, is still in existence,
although appointments for the current year have not as yet been made.

Again, in the interests of completeness, although it is not
believed to be of the kind of committee or group described in your
_letter, we should like to advise you of the creation of an Advisory
%mittee on Commercial Bank Preparedness. The press announcement
dTted August 27, 1956, explaining the make-up of this Committee is
!tached for your Committee's information. The appointment of this

mmittee stems from Defense Mobilization Order I-20 issued by the
rector of the Office of Defense Mobilization on February 15, 19560

*ral'agrsph 2(d) of this Order assigned to the Federal Reserve Board
"Ponsibility for the

"Development of plans, in cooperation with the Department
of the Treasury, including the Comptroller of the Currency,
and the Federal Deposit Insurance Corporation, to encourage
preparedness measures by the commercial banking system de-
signed to assure continuity of operations of the banking
system in the event of enemy attack, including the preser-
vation of essential records."
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The Honorable William L. Dawson

In this instances the Federal. Reserve Board has made its
facilities available to the commercial banks of the country to assist
them in adopting preparedness measures designed to assure continuance
Of the operation of the nation's banking system in the event or enemy

attadk.

Sincerelyyo

(Signed) Win. McC.

C. in, r.

%closures

•
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