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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Tuesday, April 16, 1957. The Board met

in the Board Room at 9:30 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Thomas, Economic Adviser to the Board

Mr. Young, Director, Division of
Research and Statistics

Mr. Hackley, General Counsel
Mr. Horbett, Associate Director, Division of

Bank Operations
Mr. Solomon, Assistant General Counsel
Mr. Shay, Assistant General Counsel

Mr. Bryan, President, Federal Reserve
Bank of Atlanta

Proposed designation of Miami as a reserve city. Mr. Bryan had

been invited to attend this meeting to discuss with the Board the

Possible designation of Miami, Florida, as a reserve city preliminary

to the meeting of the Board tomorrow with representatives of the Miami

member banks.

In preparation for the Board's further consideration of this

tatter, there had been distributed to the members of the Board copies

c)f a memorandum from Mr. Horbett dated April 9, 1957, which had been

Perpared as the result of the discussion at the meeting on April 2, 1957.

This memorandum reported on tests that had been made of certain possible

alternative standards for determinating reserve city designations. The

tests showed that if the rule adopted in 1947 were amended to provide

that no additional reserve city would be designated unless it met the
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prescribed standard in each year of the two-year period ended June

30, 1957, Miami would not qualify for designation as a reserve city,

the ratio of its interbank demand deposits to the United States total

having been only .31 per cent in 1955, somewhat below the .33 1/3 per

cent prescribed by the 1947 rule. This ratio, however, had risen to

.46 per cent in 1956, making an average of .38 per cent for the two-year

period. If the prescribed standard had to be met in each of three

Years, this would of course be even more restrictive, and use of an

over-all five-year average would also tend to defer designation of

additional reserve cities. The use of a rule for designations, re-

designations, and terminations requiring that the prescribed standard

be met in each of three years, or by a five-year average, would have

had the same practical effect historically as use of the existing rule.

Mr. Horbettss memorandum also stated that during the semi-monthly

reserve period ended March 15, 1957, Miami member banks held a daily

average of $67,000,000 of interbank demand deposits, or .53 per cent of

the United States total, a level definitely above that of the previous

Year. Despite seasonal fluctations, therefore, it seemed likely that

no matter whether call report averages or daily averages were used in

the future, Miami would qualify for reserve city designation. Beginning

'with January 1956, a substantial portion of Miami's total interbank

demand deposits had been reported by the Pan American Bank, but even

vithout this bank Miami would qualify for designation as a reserve city
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on the basis of the latest deposit figures, with combined interbank

deposits of two other banks in the city running at about $50,000,000.

Any total of $42,000,000 or more appeared likely to qualify the city

for reserve city designation.

Upon being asked by the Chairman for his comments, Mr. Bryan

remarked that the city of Miami and the whole metropolitan area were

growing rapidly and that sooner or later Miami would have to be a

reserve city under any approximation of the 1947 rule. Therefore,

assuming that the rule was not changed substantially, the only question

of substance was whether it should be applied at this time. While the

Principles underlying the present rule could be debated, Mr. Bryan had

no better formula to propose at the moment, and in the circumstances

he would be inclined to let the basic rule stand despite some reserva-

tions concerning it.

Mr. Bryan went on to discuss the use of .call report figures as

a statistical measurement for application of the standard prescribed

in the 1947 rule and expressed the view that normally this sampling

mechanism would yield a correct result. However, in the Miami situation

he felt that the data compiled by the Miami banks made a rather good

ease to the effect that the sampling device did not truly reflect the

facts because of the wide seasonal fluctuation in deposits, and where a

sampling device tended to distort the facts he doubted whether it should

be allowed to stand. In other words, as he saw it the facts must be

allowed to correct a supposition regarding the facts, and in the Miami

situation it appeared to him that the supposition about the facts
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represented some some degree of distortion. Accordingly, he would be

inclined to amend the rule so as to take into account a situation like

that in Miami -where the average interbank deposits were not clearly

represented by the call date figures. In concluding his comments,

President Bryan stated if Miami became a reserve city, he considered

it likely that the Atlanta Reserve Bank would be put under pressure to

establish a branch or agency in Miami.

Governor Robertson pointed out that if daily averages were

used instead of call report figures from now on, Miami would qualify

as a reserve city in the absence of a reversal of the current trend.

Mr. Bryan agreed that the basic trend of interbank deposits in

Miami had been upward. He again called attention, however, to the

vide seasonal swing of deposits in that city and said that the swing

had been very large this year. He then exhibited a group of charts

depicting this situation and repeated that a projection of the current

trend line no doubt would qualify Miami as a reserve city sooner or

later. His only question, therefore, was whether the designation

should be made at this time or whether it should be deferred pending

review at the time of the next triennial review.

In further discussion, Governor Robertson noted that Miami

would qualify at the present time on the basis of the rule originally

established in 1947. He suggested that a change in the rule expressly

t° fit a particular situation might have to be based more on sentiment

than on logic.
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In response to this comment, Mr. Bryan referred to the

activities of the Pan American Bank as having some bearing on the

situation, even though the activities of this one bank could not be

held to have been entirely responsible for the growth of interbank

deposits in Miami.

With regard to the sessonal swing mentioned by Mr. Bryan,

Governor Shepardson inquired whether there was actually a much greater

seasonal fluctuation, based on call date figures, for Miami than for

Other cities.

Mr. Bryan replied that although he had made no tests, deposits

tended to be high all through the State of Florida at times of the year

vhich affected both the year-end and the spring call reports, particularly

the latter.

After additional references to the continued growth of

interbank deposits at Miami banks in recent years, Chairman Martin

Illentioned the meeting scheduled for tomorrow with the Miami bankers.

He assumed that the Board would ask the bankers to present their

views, that members of the Board and the staff would then ask such

questions as they might have, but that opinions would not be expressed

by the Board. He also said that it was planned to have a stenographic

l'ePorter present to record the meeting so that such a report would be

"Ailable in support of whatever action the Board finally took on the

faatter.

It was agreed that the meeting should proceed along the

li4es mentioned by Chairman Martin.
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President Bryan then raised a question as to the advisability

Of his attending the meeting tomorrow, stating that he would not want

to create the impression of being present either as a supporter of the

Miami banks or in a judicial capacity in a matter within the Board's

Jurisdiction.

After it was indicated to Mr. Bryan that the question of his

attendance was a matter for his own decision, Mr. Bryan stated that he

would give the question further consideration on the basis of the

reasons which would favor his attending and those which would argue

against his being present.

The meeting then adjourned.

Secretary's Note: Governor Shepardson
today approved on behalf of the Board
a memorandum dated April 11, 1957, from
Mr. Marget, Director, Division of Inter-
national Finance, recommending that Ralph
C. Wood, Chief, European Section, in
that Division, and John E. Reynolds, Econo-
mist in that Division, be authorized to
attend the Merrill Center for Economics
at Southampton, Long Island, during the
periods from July 8 to 19, 1957, and July
22 to August 2, 1957, respectively; and
that their actual necessary travel expenses,
including such expenses incurred on weekends
away from the Merrill Center, be paid by the
Board in accordance with the Board's travel
regulations, with the understanding that room
and meals at Southampton would be provided by
the Merrill Center at no expense to the Board.

Governor Shepardson also approved today on
behalf of the Board a letter to the United
States Civil Service Commission regarding the
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designation of a member of the Board's staff
to serve as a coordinator for employment of
the physically handicapped. A copy of the
letter is attached to these minutes as Item No. 1.
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Item No. 1
4/16/57

April 16, 1957

Mr. John W. Macy, Jr.,
Executive Director,
United States Civil Service Commission,
Washington 25, D. C.

Attention: Medical Division

Dear Sir:

This is in reply to Departmental Circular No. 903
regarding the Designation of Coordinator for Employment of
the Physically Handicapped and the request contained therein
that a coordinator be designated to represent each depart-
ment or agency.

We have designated Mrs. Margaret H. Wolverton, Personnel
Technician in the Division of Personnel Administration, to act
in this capacity for the Board of Governors of the Federal
Reserve System. Mrs. Wolverton's position at the Board is con-
cerned with recruitment, testing and placement of new employees.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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