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Minutes for  August 6, 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.

Chm. Martin

Gov. Szymczak

Gov. Vardaman

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson
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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Tuesday, August 6, 1957. The Board met

in the Board Room at 10:15 a.m.

PRESENT: Mr. Balderston, Vice Chairman

Mr. Vardaman
Mr. Mills
Mr. Shepardson

Mr. Carpenter, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Masters, Director, Division of
Examinations

Mr. Conkling, Assistant Director, Division

of Bank Operations

Mr. Solomon, Assistant General Counsel

Mr. Hooff, Assistant Counsel

Items circulated  to the Board. The following items, which had

been circulated to the members of the Board and copies of which are

attached to these minutes under the respective item numbers indicated,

were a roved unanimously:

Letter to The Mogadore Savings Bank, Mogadore, Ohio,
?Proving the establishment of a branch in Tallmadge,
hi°. (For transmittal through the Federal ReserveBank of Cleveland)

Letter to the Federal Reserve Bank of St. Louis

la:,13F,"ing an additional investment in bank premises
vandalia State Bank, Vandalia, Missouri.

Letter to Central Savings Bank and Trust Company,
Monroe, 

Louisiana, approving the establishment of
,4° in-town branches. (For transmittal through the
rederal Reserve Bank of Dallas)

Letter to California Bank, Los Angeles, California,a

Irr°ving the establishment of a branch in East El
trte, Los 

Angeles County. (For transmittal through
e Federal Reserve Bank of San Francisco)

Item No. 

1

2

3

4

2193
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8/6/57 -2-

Item No. 

Letter to the Presidents of all Federal Reserve Banks 5
except New York and Chicago requesting that certain
preliminary estimates of required reserves, reserve
balances, and borrowings be telegraphed to the Federal
Reserve Bank of New York daily. (With copies to the
Federal Reserve Banks of New York and Chicago for
their information)

In response to questions raised by Governor Mills preceding

approval of the aforementioned Item No. 5, Mr. Conkling described the

Plan for expediting transmission to the New York Reserve Bank of

Preliminary data for certain larger banks, discussed the value to the

Illanagement of the System Open Market Account in having these data as

Pr°mPtly as possible, and emphasized that this procedure would involve

riO Change in the current procedure for compiling and distributing the

confidential daily summary. While it was recognized that the new plan

vould involve a certain additional amount of work for the Federal

Reserve Banks, the value to the New York Reserve Bank of having these

Pr*eliminary data each morning apparently would be worth the effort in-

volved. In this connection, he said that the experience of the Chicago

Sank in furnishing estimates on a trial basis for the three items con-

cerned 
indicated that the preliminary figures from a relatively small

nt"lher of larger banks were highly indicative of the actual changes in

the respective items.

Mr. Conkling then withdrew from the meeting.
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8/6/57 -3--

royal b the Board of the establishment of branches b

gAtle_member banks (Items 6 and 7). In a letter (attached as Item

NO. 6) written to Governor Balderston on July 24, 1957, following a

conversation with the Governor the previous Friday, Mr. Ben C. Corlett,

Vice President of the State Bank Division of the American Bankers

Association, discussed a possible amendment to the Federal Reserve Act

Which would relieve State member banks from obtaining the Board's

approval for the establishment of branches. The incoming letter, and

a draft of reply which would set forth the present and potential

benefits of the existing arrangement, had been distributed to the mem-

belle of the Board prior to this meeting. The suggested reply would in-

dicate that the Board, in recognition of its responsibilities in the

field of bank supervision and their relationship to the public interest,

wee compelled to conclude that it could not appropriately support a

le
gislative recommendation of the nature presented in Mr. Corlett's

letter.

At this meeting Governor Balderston reported receipt of a

"NT
 Of a letter which Chairman Cook of the Federal Deposit Insurance

Corporation intended to send to Mr. Corlett on the same subject after

l'eceiving a copy of the Board's reply.

Governor Mills then read a draft of alternative letter which

Inight be sent by the Board. While the alternative draft would take

the same basic position as the original draft, its shorter length
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reflected the the thought of Governor Mills that in a reply of this

kind there was much to be said for being direct and to the point. In

submitting the alternative draft, he said that he would be entirely

agreeable to any changes in the interest of technical accuracy or

improved grammatical style, since the draft had been written rather

hurriedly and he had not had an opportunity to review it carefully.

Governor Balderston stated that he had asked the staff, in

Preparing the original draft, to develop all of the reasons that might

be given in support of the existing statutory provisions and to couch

the letter in as diplomatic a tone as possible. These instructions,

he
 said, had contributed to the length of the draft and he was now in-

clined to favor a shorter response.

Preference also was expressed by the other members of the Board

for a letter along the lines suggested by Governor Mills, and Mr.

/*fasters noted that the alternative draft seemed to cover all of the

imPortant points that were incorporated by the staff in the original

draft. The only major question that was raised concerned whether to

Ilee a paragraph from the original draft in which it was brought out that

it the Federal Reserve Act were amended to eliminate the requirement

for Board approval of branches of State member banks, such banks would

then be in the same position in this respect as insured nonmember banks.

The Paragraph in question would go on to state that if, as was understood
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8/6/57 _5_

to be the case, the Federal Deposit Insurance Corporation considered

that its responsibility as insurer of bank deposits called for exercise

by it of control over the establishment of branches by insured banks,

in all cases where such control was not exercised by a coordinate

ral bank supervisory agency, the proposed amendment of the Federal

Reserve Act might not result in any practical change from the existing

situation. After consideration of this point, it was decided not to

Include the paragraph on the theory that the situation would be evident

from views expressed to the representatives of the American Bankers

Association by the Federal Deposit Insurance Corporation.

Unanimous approval then was given to the letter attached as

oJ e

Sala

The meeting then adjourned.

increases

Secretary's Note: Pursuant to recommenda-
tions contained in memoranda from appropri-
ate individuals concerned, Governor
Shepardson today approved on behalf of the
Board the following actions regarding the
Board's staff:

Name and title

effective August 11, 1257 

Division Basic annual salary
From To

Research and Statistics

en H. Axilrod, Economist

f eanor S. Frase, Economist
elen R. Grunwell, Chief Draftsman,

R4Publications and Research Service Staff
rsPhen P. Taylor, Economist
'"man C. Trueblood, Economist

$7,785
9,205

6,390
7,785
11,180

48,000
9,L20

6,605
8,000
11,395
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§AlLia increases, effective August 11, 1957 (continued)

NAM_RAO title Division Basic annual salBsy
From To

International Finance

Frederick R. Dahl, Economist $6,605 $6,820
Margaret R. Garber, Economist 5,575 5,710
Katherine P. Hichborn, Secretary 3,940 4,075

Personnel Administration

Margaret H. Wolverton, Personnel Technician 6,115 6,250

Tra

Patricia Sampsell, from the position of Clerk-Stenographer in
the Division of Personnel Administration to the position of Clerk-
Stenographer in the Division of Research and Statistics, with no changein 

her present basic annual salary at the rate of $3,5001 effective
A'gust 4 1957.
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2199
BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
The Mogadore Savings Bank,
Mogadore, Ohio.

Gentlemen:

Item No. 1
8/6/57

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

August 6, 1957

Pursuant to your request submitted through the

Federal Reserve Bank of Cleveland, the Board of Governors

°f the Federal Reserve System approves the establishment

°f a branch in the vicinity of the intersection of West

livenue with City Circle, Tallmadge, Ohio, by The Mogadore

,avings Bank, Mogadore, Ohio, provided the branch is es—

ablished within one year from the date of this letter and
tthe approval of the State authorities is in effect as of

he date of the establishment of the branch.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS 22(10
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 2
8/6/57

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

August 6, 1957

Mr. Geo. E. Kroner, Vice President,
Federal Reserve Bank of St. Louis,
St. Louis 2, Missouri.

Dear Mr. Kroner:

Reference is made to your letter of July 26, 1957,
recommending the Board approve, under the provisions of section
..4A of the Federal Reserve Act, an additional investment of
065,000 in bank premises by the Vandalia State Bank, Vandalia,

Missouri.

After considering the available information, the
Board of Governors concurs in the Federal Reserve Bank's recom-
mendation and approves this additional investment of $65,000 in

bank premises by the Vandalia State Bank, Vandalia, Missouri.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Central Savings Bank and Trust Company,
Monroe, Louisiana.

Gentlemen:

Item No. 3
8/6/57

ADDRESS OFFICIAL CORRESPONOENCE

TO THE BOARD

August 6, 1957

Pursuant to your request submitted through the
Federal Reserve Bank of Dallas, the Board of Governors of
the Federal Reserve System approves the establishment of
branches by the Central Savings Bank and Trust Company,
Monroe, Louisiana, on the southeast corner of the inter-
section of De Siard Street and Smith Avenue, and on the
_Southwest corner of the intersection of Jackson and Pear
treets in the town of Monroe, Louisiana, provided the
branches are established within one year form the date
of this letter, and approval of the State authorities is
effective as of the date the branches are established.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON 25. D. C.

Board of Directors,
California Bank,
Los Angeles, California.

Gentlemen:

Item No. 4
8/6/57

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

August 6, 1957

Pursuant to your request submitted through the
Federal Reserve Bank of San Francisco, the Board of Governors
Of the Federal Reserve System approves the establishment of

branch by the California Bank, Los Angeles, California,
a.al a shopping center to be constructed in the vicinity of the
intersection of Peck Road and Exline Avenue in an unincorporated
area known as East El Monte, Los Angeles County, California,

Provided the branch is established by December 31, 1958, and
approval of the State authorities is effective as of the date
the branch is established.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Dear Sir:

Item No.
8/6/57

ADDRESS OFFICIAL CORRESPONOENCE

TO THE BOARD

August 7, 1957.

This refers to the Board's letters of March 11, 1949, and
APril 4, 1955, (December 27, 1954, to San Francisco) requesting

telegraphic estimates of daily required reserves for reserve
Lti•ty banks (CRLL). These estimates have resulted in greatly im-
l'roved aggregates of required and excess reserves for the 

Da 
Confiden-zia i.kyl-Sununary (L•6.1)•

rese
rves that were received that day and which would be matched

:linst the reserve balances to be reported the next day. This was
a„airlY satisfactory experiment insofar as forecasting the direction

amount of change of required reserves, but it was of limited
i:4-11e to the Open Market Committee because the data were not relatedv reserve balances and borrowings.

twa.„.... A.. Still later, as a result of an informal arrangement be-
be-41 T.ne Federal Reserve Banks of Chicago and New York, Chicago
elgl, telegraphing New York early each morning the reserve balances,
thai-ated required reserves, and borrowings of the four Chicago banks
sia.,_taccount for most of the city's fluctuation in these three items.
1.-0;44-4tr1-Y, these data for the larger New York City banks are available

uue Open Market Committee early in the morning.

expe,_ The purpose of this letter is to request, at least on an
"mental basis, a dAily telegram to the New York Federal Reserve

showing these three items for a limited number of reserve city

However, final tabulations of reserve balances, estimated
1,.,7.red and excess reserves, and borrowings are not available for
a? by the Federal Open Market Committee until about 2:45 p.m.,
;74'eh is too late for effective use in making Open Market transac-„ons an that day.

C Port. Late in 1955, the Board's Division of Bank Operations
t,rated in an experiment with the Open Market Committee by re-
--g to it late each afternoon the preliminary figures of required
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b,ariks that account for a large part of your district's fluctuations
thes e items. If some of the selected banks are in federal reserve

jazch cities or zones, separate telegrams may be dispatched from
LAr,le branches. The telegrams., being preliminary need not await final
1:°,?ing of the books, the making of "as of" adjustments, etc. Reserve

17K8 or Branches located in time zones more than one hour later than
"ew York should send their telegrams at the close of business, if
Practicable, as the purpose of this request is to have the New York

receive all telegrams not later than 10:30 a.m. (EDT) the follow-
Figures for estimated required reserves for reserve city

.C44z18 ELL) as of the opening of business are already being reported
0(,),ue Board by a number of the districts on the same day. The figures

rrrowing5 (BORR) shoulfi be available from the discount departments

the 
in the afternoon. Presumably, the item that is last available is
balances of the selected banks' reserve accounts (CAFE). All three

("eIlls should consistently cover the same banks.

__may foi=elegrams should begin on the morning of the secondFriA
g the date of this letter in the following form:

McWhinney - New York

Preliminary figures for selected banks in millions

CELL

CAFE

BORR

Signed by person to be addressed in
case of a question

The figures should prove to be a fairly accurate forecastthe dletter irection and anount of change in these three items as tabulated
in the day at the Boardla offices.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary

THpcirr- PRESIDENTS OF ALL FEDERAL RESERVE BANKS EXCEPT NEW YORK AND
--4A-GO (COPIES TO THEII FOR INFOMATION)
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THE

AMERICAN BANKERS
ASSOCIATION
12 East 36 Street, Yew York 16, iv Y

CHICAGO OFFICE
33 SOUTH CLARK STREET, CHICAGO 3. ILL.

WASHINGTON OFFICE
730-15 STREET. N. W., WASHINGTON 5, O. C.

July 24, 1957

Item No. 6
8/6/57

Mr. C. 
Vice 

Canby Balde

board

rston
Chairman

Feder 
er Governors, federal Reserve System

Resev re Building
Washington, D.C.

De4r Governor Balderston:

the Both Sherman Hazeltine, of Arizona, and myself deeply appreciated
Prop 

°PPortunity to talk with you last .Friday morning concerning the
m_

r 
eed amendment to the Federal Reserve l'et that would relieve Statee
--mks of the requirement to obtain the approval of the Federal

tor— ve Board as well as that of their own State Supervisor when applyingnew branch charters.

.In keeping with our understanding at that time, I am pleased to811'4MA hi tcont,, letter outlining the proposal as discussed during our
crence with you.

hen% P°11 some time the State Bank Supervisors as well as the State
have% Banke have been disturbed by the fact that State Member Banks
Supe,,7en required to obtain the approval of both their own State Bank
Nati-0"-Bors and the Federal Reserve Board for new branch charters, while
ofa thelut:ecy are required to obtain only the approval of the Comptroller
Place It is the feeling of the State Member Banks that thise 8 them at a distinct competitive disadvantage.

Of t1,
'L
11118 matter was brought to the attention of the State Bank Division

4 e American Bankers Association; and at the last meeting of theecUtive 
+eso1utn4 ‘dommittee of the Division held in April, 1957, the following-Lon was adopted:

RESOLVED, that the Executive Committee of the State
Bank Division urges the American Bankers Association
through its Federal Legislative Committee to support
any amendment to the Robertson Bill that has as its
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Mr. C. Canby Balderston - 2 - July 24, 1957

objective the requirement with regard to branches for
banks, both natioml and state, to follow similar
procedure. If state bank apilications for branches muathave the approval of both the State Banking Commissionerand the Board of Governors of the Federal Reserve System,then national banics should also reciuire the approval ofthe Board of Governors of the Federal Reserve System aswell as the Comptroller of the Currency. If national banksare to continue with only the approval of the Comptroller,then state banks should only require the approval of theState Banking Conmissioner.

c Mr. Hazeltine end myself are members of a sub-committee of the ExecutivetrOrIlittee of the State Bank Division which was asked to present this resolution_e the Committee on Federal Legislation of the American Bankers Association and;.0quest their support of such an amendment if it were introduced into ther ng!'ess as an amendment to the Financial Institutions Act of 1957. The
e

ce°4-ution was presented to this Committee on Thursday, July 18th, and the
o

1,_141!littee suggested that the three Supervisory Agencies be contacted beforertber steps were taken in the matter; and in keeping with this request
we 

Called Called on you on Friday last.

,_a In tracing the history of Section 9 of the .eederal Reserve Act to'2.!-Lerlaine
O just how and why the Board assumed jurisdiction over applicationsState Member Banks to establish a branch, it is interesting to note thatpase twenty years before Section 9 specifically authorized the Board tothaZ °fl aPplications of State Member Banks to establish branches, it assumedplar authority on the grounds that it was necessary to effectuate the generalEttArs" °f the Federal Reserve Act. The reason for thct assumption of
Statc)rmi tY' contained in a policy statement issued in 1923, was that unlessactie _ember Banks could be controlled by the Board in branch bankingbankvii ties, National Member banks, which were then restricted in branch would be at a competitive disadvantage.

a parSubsequent legislation has placed State and National Member Banks onlon as far as branch banking is concerned; and therefore, there seems no10,Pr to be any reason for the Eoard to concern itself with branch bankinges of State Member Banks.

to Whether this inequity should be remedied by requiring National BanksOf ths° obtain the approval of the Federal Reserve Board as well as thatthe,t Z,C°mPtroller of the Currency, or cured by removing the requirementtha# 4te Member Banks obtain the approval of the Board, is a questionaas_ben widely discussed.

raerl1i4 IftZld seem that the best way to handle the matter would be toState Member Banks of this requirement, and I attach heretoAct"tarament that has been suggested for Section 9 of the Federal Reserve"at would achieve this latter objective.
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14" C. Canby Balderston July 24, 1957

ho 
We will greatly appreciate your consideration of this matter andhope that some proper amendment may be proposed that will remove the

equity which now exists.

I will be very glad to have you advise me of the reaction of yourself

7t the Board to this suggestion, and I assure you of our great appreciation

Your kind consideration of the proposal.

Sincerely yours,

Ben C. Corlett
Vice President
State Bank Division ABA

baclosure
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An Act to amend Section 9 of
the Federal Reserve Act, as amended

The third paragraph of section 9 of the Federal Reserve Act,

• 4mendod (U.S.C,, title 12, sec. 321, third paragraph) is amended

t° l'ead as follows:

"Any such State bank which on February L5, 1027, has established

444 is operating a branch or branches in conformity with State law,

• 4' retain and operate the same while remaining or upon becoming a

tockhelder of such Federal reserve bank; but no such State bank

1414Y l'cltain or acquire stock in a Federal reserve bank except upon

l'elinquishmont of any branch or branches established after February
25 .n ,7ic)

—''s beyond the limits of the city, town, or village in which
the

Parent bank is situated: PROVIDrD, Komm, That nothing herein
"l

itailled shall provont any State member bank from establishing and

• 4ting branches in the United States or any dependency or insular

Dc410251.011 thereof or in any foreign country, on the same terms and

t)liclitioas and subject to the same limitations and restrictions as
Etre

miVlieable to the establishment of branches by national banks

-DI: that neither the approval of the Board of Governors of the
Naar_

41 Reserve System nor of the Comptroller of the Currency need

be
b -14tained before any State mombor bank nay hereafter establish any

1‘44(111 and before any State bank hereafter admitted to membership may

I'vlt4in 411Y branch established after February 25, 1927, beyond the

Of the city, town, or village in which the parent bank is
4i4.

tlatod.1,
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

Item No. 7
8/6/57

OFFICE OF THE VICE CHAIRMAN

August 6, 1957

Mr. Ben C. Corlett, Vice President,
State Bank Division,
The American Bankers Association,
cio American Trust Company,
San Francisco 20, California.

Dear Mr. Corlett:

Thank you for your letter of July 24 with further reference
to the requirement in the Federal Reserve Act that establishment of
branches by member State banks be approved by the Board of Governors,
Ighich you and Mr. Hazeltine discussed with me July 19.

As you point out, when a national bank wishes to establish
! branch, the only supervisory approval it must obtain is that of the

Com ptroller of the Currency, whereas a member State bank must obtain
the approval of the Board of Governors as well as the approval of its
State bank supervisor. Obviously, this involves an additional step

the process of establishing a branch. It is also obvious that
here the approval of two supervisory authorities is required, the

Possibility of disapproval is somewhat greater than where the approval
Of only one is required.

Put briefly, this requirement, in our opinion, is implicit
the statutory responsibility vested in the Board of Governors to

!upervise and regulate the activities of the member State banks and
.'c)uld not be relinquished without impairing the Board's ability to

its supervisory duties. Inasmuch as the establishment of a
anch involves an expansion of banking services that not only has a

bearing on the adequacy of the al-,plicant's capital funds to support
Such4 an undertaking, but also on its competitive status in the area
'2° which entry is sought, consideration and decision on branch appli-
ation s clearly falls within tile scope of the Board's responsibilities.
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Mr. en C. Corlett

Your letter has afforded a welcome opportunity for reviewing
the problems which were posed, in the light of the mutual objective of
the American Bankers Association and the Board of Governors to serve
the interests of good banking. It is our mature conclusion that ap-
proval by the Board of Governors of branch applications made by member
State banks is in the best interests of sound banking and of the
general public.

Sincerely yours,

/

C. Canby Balderston.
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