
Minutes for June 18, 1958

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
minLtes 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 1/

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

1/ In accordance with Governor Shepardson's memo-
randum of March 8, 1957, these minutes are not being
sent to Governor Vardaman for initial.
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Minutes of the Board of Governors of the Federal Reserve System

°I1 Wednesday, June 18, 1958. The Board met in the Board Room at 10:15 a.m.

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

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Hackley, General Counsel
Mr. Masters, Director, Division of Examinations
Mr. Hexter„ Assistant General Counsel
Mr. Hooff, Assistant Counsel

Discount rates. Unanimous approval was given to telegrams to the

Reserve Banks approving the establishment without chnnge

the dates indicated of the rates and advances

schedules:

Kansas City
San Francisco
New York
Cleveland
Richmond
Atlanta
Chicago
St. Louis
Minneapolis
Dallas
Boston

on discounts

June 11, 1958
June 11, 1958
June 12) 1958
June 12, 1958
June 12, 1958
June 12, 1958
June 12, 1958
June 12, 1958
June 12, 1958
June 12, 1958
June 16, 1958

b.p211cation of County Bank and Trust Company, Paterson, New Jersey

No. 1 . There had been distributed to the members of the Board copies

°f a memornnnum from the Division of Examinations dated June 13, 1958, with

l'ealoect to an application by the County Bank and Trust Company, Paterson,

Jersey, for membership in the Federal Reserve System. This application

e°4temPlated that immediately following the bank's admission to membership,

1)486aic-C1ifton National Bank and Trust Company, Clifton, New Jersey, would
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be merged with and into County Bank under the latter's charter and the

title of New Jersey Bank and Trust Company, Clifton, New Jersey. The

coatinuing bank would use the head office of the Passaic-Clifton National

Bank as its main office, it would use the present head office of County

Bank as a branch, and it would continue branches in those locations where

both of the existing banks now have branches. In addition, permission was

requested for the continuing bank to establish one branch which had been

approved by the State authorities for the Passaic-Clifton National Bank

but not yet established. The consent of the Board of Governors to the

Proposed merger was not required under the provisions of section 18(c) of

the Federal Deposit Insurance Act, but the application for membership,

retention and operation of the present branches of the County Bank and

Trust Company, and establishment of branches by the continuing bank bore

the favorable recommendations of the Federal Reserve Bank of New York and

the Division of Examinations.

At the request of the Board, Mr. Masters reviewed in some detail

the facts pertinent to the proposed merger and related transactions, using

as a basis the Pnnlysis contained in the memorandum from the Division of

caminations. Among other things, he referred to the size of the banks

involved, the condition, capitalization and management of each of those

116144, the future prospects of the continuing institution, the character-

istics of the Paterson-Passaic Clifton area, and the extent of banking

e°mPetition in the area if the proposed merger were consummated. He
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Pointed out that although there would be some lessening of bAnking

competition in the city of Passaic, there would be 73 offices of 21

commercial banks within a five-mile radius of the Paterson-Passaic-

Clifton area. Within that five-mile radius, the merged institution

would have 25 per cent of the total deposits and 21 per cent of the

banking offices. In addition, a large Newark bank competes to some

extent in this area sna, there are a number of savings and loan insti-

tutions which compete actively for deposits. In the judgment of the

Divi ion of Examinations, he said, the amount of concentration resulting

frO1 the proposed merger would not warrant disapproval of the application

now before the Board.

Mr. Hackley said that in the view of the Legal Division this was

a rather close case, and that the Division had considered it in the light

or recent decisions of the Board. This case could be distinguished from

the recent application filed by Old Kent Bank and Michigan Trust Company

because the Grend Rapids area is more or less self-contained, as contrasted

to the metropolitan area involved in this case with its many banking

tacilities. In this connection he brought out that a judgment on the

e°MPetitive question depends largely on what area of competition is chosen.

It in this case the area within the five-mile radius were selected--and

sucha selection seemed to him to be appropriate--the degree of concentration

the---Ln following the proposed merger would not be nearly as great as that

vhich would prevail in the Grand Rapids area following the proposed Old
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Kent merger. In summary, this case did not appear to shape up as bar-11y

from the point of view of the effect upon competition as other recent

cases which had come before the Board, primarily because of the large

number of competing institutions in the general area.

Mr. Hexter expressed agreement. He said that in this case the

Board had full discretion and that no legal impediment to the proposed

transactions was involved. In any case of this sort, he continued, the

basic question is the public interest in the field of banking, and if the

3/clard considers that on balance the merits of the proposal outweigh any

diminution of competition so that the public interest in the field of

ballking will be benefited, the Board presumably would decide favorably.

Personally, he could not see in this case very much in the nature of

benefits which would flow from the proposed merger, although some

°Perating economies presumably could be effected, and there would be

5°111e lessening of competition. On balance, the matter appeared to lie

within the realm of the Board's judgment as to what would be in the public

interest.

Mr. Masters added the comment that even in Passaic County there

Irc)uld be nothing like the concentration that would result in the Grand

Rsapids area from the merger involving the Old Kent Bank.

After further consideration of the matter, Governor Robertson

satd he was aware from previous discussion with representatives of the

Nelf York Reserve Bank that there are banks just outside the Paterson-

l'3asaic-C1ifton area which afford competition to the banks in that area.
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On the basis of the analysis made by the Division of Examinations and in

view of the opinion expressed by the Legal Division, he would vote favorably

in this case, although not with a feeling of absolute certainty.

Thereupon, unAnimous approval was given to the letter to County

Bank and Trust Company, Paterson, New Jersey, of which a copy is attached

to these minutes as Item No. 1, for transmittal through the Federal Reserve

13eak of New York.

Application of Bristol County Trust Company, Taunton, Massachusetts.

A file had been circulated to the members of the Board concerning the appli-

e4tioa of the Bristol County Trust Company, Taunton, Massachusetts, for

1°ermission to establish a branch in a shopping center to be constructed

in Raynham, Massachusetts. The recommendations of the Federal Reserve

l'ank of Boston and the Division of Examinations were favorable, but when

the file was in circulation to the Board Governor Robertson indicated that

he would be inclined not to approve the application because the project was

still in the blue-print stage.

In commenting on the matter, Mr. Masters brought out that this

sPPlication had been held in abeyance by the Boston Reserve Bank since

1955) although the State authorities had approved the application in 1956

had granted extensions from time to time. As indicated by the file,

the branch would be located in a large shopping center to be constructed

Ilader the sponsorship of a prominent Boston department store; another

slinilar project was scheduled for completion by the end of the year and
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the shopping center where the branch was to be established would then be

started. Due to the excellent sponsorship, there did not appear to be

4uch question about the project going forward, and in these circumstances

it was the view of the Division of Examinations that there would be no

great harm in approving the application. A time limit of one year for

establishment of the branch would be provided, so the matter could be

reviewed on the basis of developments at the end of that period.

Governor Robertson stated that he would not favor approval of

the application at this time because the shopping center project was not

beyond the blue-print stage and ground had not yet been broken. The same

type 
of question, he said, had come up on previous occasions, and in at

least one instance where the Board took the position that the application

1148 premature the matter had worked out well, for it developed that the

4PPlicant bank had been under some pressure to submit the application.

If and when the proposed shopping center in Raynham reached the point

vhere there was assurance that the project would be completed, the

aPPlication could be considered and approved if the circumstances should

‘'larrelat. Governor Robertson added that although the application had been

°n file since 1955, the shopping center had not been started up to the

Present time, which raised a question as to whether it would actlIally be

etarted in the near future. In summary, it appeared to him that the

4PPlication had been made principally in order to preempt the location

ir the project should go through and that it was therefore premature.
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Following additional discussion, agreement was expressed with

the suggestion of Chairman Martin that in accordance with established

Procedure the Federal Reserve Bank of Boston be given an opportunity to

sUbmit further information to the Board if the Reserve Bank still felt

that the application should be approved at this time.

Mr. Hooff then withdrew from the meeting.

Request of President's Committee on Government Contracts (Item

112z-2/. There had been distributed to the members of the Board copies of

a letter from President Johns of the Federal Reserve Bank of St. Louis

dated June 17, 1958, regarding a request which he had received by telephone

that day from the Executive Vice Chairman of the President's Committee on

Government Contracts that the Reserve Bank assist the Committee in the

PreParation of certain material showing progress being made in accomplishing

the Committee's objectives. Specifically, the request contemplated that

the St. Louis Reserve Bank would supply photographs, or permit them to be

tetken, showing negro employees of the Bank at work in various capacities.

The Committee would assume responsibility for obtaining the consent of

the
employees to palish the photographs and would submit to Mr. johns the

nlaterial pertaining to such photographs for his check and approval. While

Mr* Johns had stated to the representative of the Committee that he would

have no Objection to complying with the request, it occurred to him that this

1148 a matter which might affect other units of the Federal Reserve System

440t that the Board of Governors therefore should be advised and have an

°PPortunity to express its views.
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Governor Szymczak stated that the letter had been written 
at his

suggestion after President Johns mentioned the request to him. 
In this

Connection, Governor Szymczak stated that pursuant to the 
understanding

at the Board meeting on Junc. 11, 1958, concerning a matter which 
had

arisen at the Charlotte Branch of the Federal Reserve Bank of 
Richmond,

he discussed System personnel policies with the Presidents' 
Conference on

M°11daY, June 16. Mr. Johns was present at that time and therefore was

fullY familiar with the issues that had been covered.

After discussion, unanimous approval was given to a letter
 to

?resident Johns along the lines outlined during the discussio
n. A copy

of the letter sent pursuant to this action is attached as Item 
No. 2.

Request for Mr. Garvy's participation in meeting (Item No. 3).

There had been distributed to the members of the Board copies of a
 memo-

raadum dated June 16, 1958, from Mr. Marget, Director of the Divisio
n of

Int
ernational Finance, regarding a letter which he had rece

ived from Vice

?resident Exter of the Federal Reserve Bank of New York with re
spect to

4 request that Mt. George Garvy of that Bank participate in a 
meeting of

the International Association for Research into Income and 
Wealth to be

held in Yugoslavia in the summer of 1959. The subject of the session

Ifts to be the theory and practice of national accounting in Eas
tern and

Western countries. At Mr. Exter's suggestion the matter had been

discussed with the State Department by the Division of Intern
ational

Pinance, and Mr. Garvy's participation in the meeting was f
avored by

that Department. Mr. Exter's letter indicated that the New York
 Bank

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



6/18/58 -9-

"as thinking of having Mr. Garvy participate in its European travel

Pr°1gram next year and that this session might be included in such a

European trip.

It was the unanimous view of the Board that no Objection should
•••••=•11111.10.1.1•

be interposed to Mr. Garvy's attending the meeting, and a copy of the

letter sent to the Federal Reserve Bank of New York on this matter is

attached as Item No. 3.

Request of Old Kent Bank and Michigan Trust CogEK_ITIE_Haljil.

Governor Robertson stated that pursuant to the understanding at the Board

meeting on Tuesday, June 17, he, Mr. Masters, and Mr. Hackley met that

afternoon with representatives of the Old Kent Bank and Michigan Trust

C°InPanY, Grsn0 Rapids, Michigan, to discuss the proposal contained in a

letter from the president of that bank dated June 11, 1958. He said that

the picture was still the same as previously submitted to the Board and

that the arguments presented were substantially the same as those presented

before. The arguments were principslly on the basis that the whole structure

of the Michigan National Bank, Lansing, Michigan, should be taken into

consideration rather than the totals of that bank's branch in Grand Rapids.

As the result of the conference, Governor Robertson said, the representatives

Of Old Kent Bank were advised that a letter would be sent to the bank re-

a'rrirming the position taken by the Board with respect to the original

844/lication for the establishment of branches incident to the proposed

rilerger of Old Kent Bsnk with the Peoples National Bank of Grand Rapids.
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Ii

He went on to say that during the meeting he called attention to the

Possibility that if the merger were effected the Old Kent Bank could

not move its existing branch at 111 Pearl Street to the site of the

main office of the Peoples National Bank under the provisions of

Regulation H which relate to the relocation of an existing branch.

On the basis of Governor Robertson's report, it was agreed 

unanimously that an appropriate letter would be sent to the Old Kent

Bank and Michigan Trust Company reaffirming the Board's previous

Position. A copy of the letter which was sent pursuant to this acti
on

is attached as Item No. 4.

Eaort on S. 3886 (Item No. 5). In a letter dated June 161 1958,

the Senate Bsnking and Currency Committee requested the Board's views on

S. 3886, a bill which would amend section 14(b) of the Federal Reserve

Act to extend for two years the authority of Federal Reserve Banks t
o

Pstlrohase United States obligations directly from the Treasury. With

the approval of the available members of the Board, a reply was sent to

the Chairman of that Committee yesterday in the same form as the 
Board's

letter of June 10, 1958, reporting on H. R. 12586.

The letter to the Senate Committee was approved and the 
sending

°r it Was ratified by unanimous vote. A copy is attached hereto nnaer

Item No. 5.

The meeting then adjourned.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
County Bank and Trust Company,
Paterson, New Jersey.

Gentlemen:

Item No. 1
6/18/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 181 1958

The Board of Governors of the Federal Reserve System
approves the application of County Bank and Trust Company, Paterson,
1.ela Jersey, for stock in the Federal Reserve Bank of New York,
subject to the numbered conditions hereinafter set forth:

1. Such bank at all times shall conduct its business and
exercise its powers with dee regard to the safety of
its depositors, and, except with the permission of the
Board of Governors of the Federal Reserve System, such
bank shall not cause or permit any change to be made
in the general character of its business or in the
scope of the corporate powers exercised by it at the
time of admission to narberehip.

2. The net capital and surplus funds of such blnk shall
to adequate in relation to the character and condition
of its assets and to its deposit liabilities and other
corporate responsibilities.

3. Such bank shall, within a period not to exceed three
years, dispose of all corporate stocks owned at the
time of admission to membership.

In connection with the forcgoin,2; conditions of membership,

Re 
Part 

In
attention is called to the provisions of the Board's

atbon H, as amended effective September 1, 1952, regarding mem-
w?IshiP of State banking institutions in the Fe0eral Reserve System,

especial reference to Section 7 thereof. A copy of the regula-,lon is enclosed.

The Beard of Governors also approves the retention and
°Perat'lon of the County Bank and Trust Company's present branches4-0cated at:

321 East 33rd Street, Paterson, New Jersey
598 Twenty-first Avenue, Paterson, New Jersey
1152 Main Street, Paterson, New Jersey
140 Market Street, Paterson, New Jersey
663 Main Avenue, Passaic, New Jersey
50 Inroe Street, Passaic, New Jersey
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C°1111tY Bank and Trust Company - 2

405 Van Houten Avenue, Passaic, New Jersey
1005 McBride Avenue, West Paterson, New Jersey
271 Belmont Avenue, Haledon, New Jersey
89 Main Street, Little Falls, New Jersey.

brano, The Board of Governors also approves the establishment of

which 
ii by the New Jersey Bank and Trust Company, Clifton, New Jersey,

Ilat;" 4s to be the continuing bank after the merger of Passaic-Clifton
cr„,flal Bank and Trust Company, Clifton, New Jersey, with and into
1"q'Y Bank and Trust Company, Paterson, New Jersey, at the following
.̀"ations:

129 Market Street, Paterson, New Jersey
100 Market Street, Clifton, New Jersey
750 Van Houten Avenue, Clifton, New Jersey
657 Main Avenue, Passaic, New Jersey
116 Broadway, Passaic, New Jersey
High Mountain Road and Manchester Avenue,

North Haledon, New Jersey.
The a
Ilr
°17v,,

vroval of the establishment of the foregoing six branches is given 
1cled:

(a) The merger is effected substantially in accordance
with the Agreement of Merger dated April 23, 1958;

(b) The branches are established within six months
from the date of this letter; and

(c) Shares of stock acquired from dissenting share-
holders are disposed of within six months of
acquisition.

la 
h 
If at any time a change in or amendment to the bank's charter

niacle t-e bank should advise the Federal Reserve Bank, furnishing
°f any documents involved, in order that it may be determined

the chant-to affects in any way the bank's status as a member
e vederal Reserve System.

tilt Acceptance of the conditions of membership contained in
0JQettcr should be evidenced by a resolution adopted by the Board
"t°rs and spread upon its minutes, and a certified copy of

111140.4'"olution should be filed with the Federal Reserve Bank. Arrange-
e&11 thereupon be made to accept payment for an appropriate amount

Ner,eral Reserve Bank stock, to accept the deposit of the requiredtarat .! balance, and to issue the appropriate amount of Federal Reserve
a'cck to the bank.
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County Bank and Trust Company - 3 -

The time within which admission to membership in the Federal
to ,, e System in the manner described may be accomplished is limited
ti4 days from the date of this letter, unless the bank a pplies to
that :Ind and obtains an extension of time. When the Board is advised

1 of the requirements have been complied with and that the
j'"Priate amount of Federal Reserve Bank stock has been issued to
kernbearnic2 the Board forward to the bank a formal certificate of

8"1P in the Federal Reserve System.

4411bersh4 
The Board of Governors sincerely hopes that you will find

"4.1) in the System beneficial and your relations with the Reserve
t407- Pleasant. The officers of the Federal Reserve Bank will be glad
peegesist you in establishing your relationships with the Federal
barr'e System and at any time to discuss with representatives of your

rneane for making the services of the System most useful to you.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.

kelosure
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. Delos C. Johns, President,
Federal Reserve Bank of St. Louis,
St. Louis 2, Missouri.

Dear Mr. Johns:

Item No. 2
6/18/58

ADDRESS CIFFICIAL CORRESPONDENCE

TO THE BOARD

June 18, 1958.

This letter is an acknowledgment of yours of
June 17 with respect to the request of General Ryan,
Executive Vice Chairman of the President's Committee on
Government Contracts, for the assistance of the Federal
Reserve Bank of St. Louis in the preparation of material
Showing the progress which is being made in accomplish-
ing the Committee's objectives.

It is noted that you have told General Ryan
that you have no objection to furnishing the material,
and the Board sees no reason why you should not comply
With the request.

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.

Mr. John Exter,
Vice President,
Federal Reserve Bank of New fork,
New York 45, New York.

Dear Mr. Exter:

Item No. 3
6/18/58

OfFICIAL CORRESPONDENCE

ica THE liOAF40

June 18, 1958.

With reference to your letter of June 12 to
Mr. Marget, we have discussed with the State Department
Mr. Garvy's possible participation in the 1959 meeting of
the International Association for Research into Income and
Wealth which is to be held in Yugoslavia next summer, and
the Board has no objection to his attending the meeting.

Sincerely yours,

(Signed) S. R. Carpenter

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

FEDERAL RESERVE SYSTEM
WASHINGTON 25. O. C

14r. Carl H. Morgenstern, President,
Old Kent Bank and Michigan Trust Ccinpany,
Grand Rapids, Michigan.

Dear Sir:

Item No. 4
6/18/58

AOL,REEi.-1 OFFICIAL CORRESPONDENCE

TO THE BOARD

June 1S, 1958

This refers to your letter of June 11, 199, with
14111oh you forwarded copies of resolutions adopted by the
directors of Old Kent Bonk and Michigan Trust Company and

1,°Pleo National Bank of Grand Rapids, directing that steps

taken to consummate a merger of the two banks even though
it 41! maY be necessary to abandon all of the seven offices of
re national bank. Those resolutions embody a request to the
.0ard for permission to establish two branches at the present
40eation of the offices of the national bank at Rogers Hei.7,hts
ad at Wealthy-Lake Drive so that banking service may continuel
.° be available to residents of the areas so served.

eons This proposal has been brought before the Board for
wilmideration and your representatives, Messrs. Becker and

discussed the matter fully with Governor Robertson on

17. The current proposal does not seem to involve any

tillCnifieant change in the competitive factors predominant in

e,°riginal application. Accordingly, the Board does not

°°icuith favor upon the establishment of the branches now pro-
Posed and reaffirms its position as expressed in its letters to
You dated May 23 and May 28, 1958.

In connection with the proposed removal of your
Present branch at 111 Pearl Street to the site of the Peoples
lqati-onal Bank at 60 Monroe Avenue, you state that the relocation

thic branch would be within the immediate neighborhood and

ciTad not affect any change in the nature of its business or

t st°nIers served. It would appear, however, that the relocai -

b °11 of this branch to the present head office of the national

brk might result in a substantial change in the nature of its

ezinloes or customers served and, therefore, constitute the
t'aolishment of a new branch within the meaning of Regulation H,
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Nr. Carl H. ti Tr (=tern . 2

requiring approval of this Board. It is suggested that com-
Plete information with respect to the present and proposed
oParation of this branch be submitted through the Federal
Ileoerve Bank of Chicago for consideration prior to effecting
such a move.

Very truly your,

S. V, C4rp nte
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WAS

Item No. 5
6/18/58

OFFICE OF THE CHAIRMAN

June 17, 1958

The Honorable J. W. Fulbright, Chairman,
Senate Committee on Banking and Currency,
United States Senate,
Washington 25, D. C.

Dear Senator Fulbright:

This is in response to your request of June 16 for the
views of the Board of Governors on the bill S. 3886, "To amend
section 14(b) of the Federal Reserve Act, as amended, to extend
for two years the authority of Federal Reserve banks to purchase
United States obligations directly from the Treasury."

The bill would extend for two years the present author-
ity of the Federal Reserve Banks to purchase Government obligations

directly from the United States. Under existing law, the authority
vill terminate on June 301 1958.

The use of this authority by the Federal Reserve enables
the Treasury to avoid creating unnecessary financial strains that
would otherwise occur if it had to draw heavily on its accounts,

especially during periods immediately preceding tax payment dates.
Temporary Treasury borrowing at such times, followed by prompt re-

payment from the proceeds of tax payments, provides a smooth oper-

ating mechanism, without the abrupt money market fluctuations that
Would otherwise occur, and thus is helpful in the conduct of Federal

Reserve policy. Use of this procedure is reported, as required by

law, each year in detail in the Board's annual report. The Board,

therefore, recommends enactment of the bill.

Temporary authority to make purchases of United States
Obligations directly from the Treasury was granted in The Second
ar Powers Act, approved March 27, 1942. A series of temporary ex-
tension5--1944, 1945, 1946, 1947, 1950, 1952, 1954 and 1956--has
continued this authority down to the present expiration date of
June 30, 1958. The Board has favored each one of these extensions
for the reasons stated in the preceding paragraph.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm. McC. Martin, Jr.
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