Memorandum re minutes of meeting of Board on July 10, 1958

On July 10, 1958, the Board met in executive session, following which Mr. Carpenter, then Secretary of the Board, was called into
the meeting. Sometime thereafter Mr. Carpenter, who was about to
leave the Board's service, turned over to me a draft of minutes covering the portion of the meeting prior to the time that other members of
the staff, myself included, were called into the Board Room.
Later, after Mr. Carpenter had left the organization, Governor
Vardaman called me and expressed interest in the content of the draft
minutes relating to a report by Governor Robertson concerning the
c ondition of a member bank in Miami, Florida. On being advised of the
content of the draft, Governor Vardaman stated that he had made certain
remarks not appearing therein and that, since Mr. Carpenter was no
1:onger available, he would transmit a digest of these remarks for
inclusion in the minutes. The minutes, as put into circulation to the
Board, contained the paragraphs subsequently furnished by Governor
Vardama n, beginning with the final paragraph on page 3 and continuing
through the first full paragraph on the following page.
In the course of circulation of the minutes to the Board, certain
members indicated that they would prefer not to initial them with01.t, some revision or the inclusion of additional material bearing upon
discussion by the Board of the remarks by Governor Vardaman. Although
f
s uggestions were made in this regard, no agreement was reached on a
°rill of minute entry that appeared acceptable to all of the members
of the Board.

Kenneth A. Kenyon,
Assistant Secretary.
P•S•

In July 1961, after discussion with Chairman Martin, it was
agreed to close the record on these minutes and to place them
in the permanent file in the form in which they had been
revised by Mr. Kenyon, that is, including the two paragraphs
on pages 3 and 4 referred to in the above memorandum.
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Minutes for July 10 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
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 column 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.
A
Chm. Martin
Gov. Szymczak
Gov. Vardaman
Gov. Mills
Gov. Robertson
Gov. Balderston
Gov, Shepardson
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Minutes of the Board of Governors of the Federal Reserve System
on Thursday, July 10, 1958.

The Board met in the Board Room in executive

session at 10:00 a.m.
PRESENT:

Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Martin, Chairman
Balderston, Vice Chairman
Szymczak
Vardaman
Mills
Robertson
Shepardson

At the conclusion of the executive session Mt. Carpenter, Secretary
to the Board, was called into the meeting.

Mt. Hackley, General Counsel,

had attended the executive session.
First National City Bank matter

(Items 1, 2 and 3).

The Chairman

informed the Secretary that during the executive session the Board adopted
by majority vote a statement and Order denying the applications, under
section 3 of the Bank Holding Company Act, of First New York Corporation,
The First National City Bank of New York, and International Banking
Corporation with respect to proposed action whereby each such institution
would become a benk holding company, and that Governors Vardaman and Mills
had filed a dissenting statement.

The Chairman said it was understood that

the statements and Order would be released to the press at 200 p.m. today,
"which time the Secretary would call the attorneys for the applicants

and the New York State Banking Department and inform them of the contents
of the Order.
Copies of the majority statement, the dissenting statement, and the
Order of the Board are attached hereto as Items 1, 2 and
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respectively.
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-2Condition of member bank in Miami, Florida.

Governor Robertson

stated that yesterday Mr. Sterling A. Wood and Mr. Louis H. Sedlacek,
representatives of the Pan American Bank of Miami, Florida, called at
his office to discuss the condition of the bank as shown by the last
report of examination.

Governor Robertson said the Federal Reserve

Bank of Atlanta hpo worked without success over a period of the last
two or three years in an effort to induce the bank to correct an
increasingly serious condition, and that after the last examination
the Reserve Bank decided there was not much more it could do and
sUggested that the Board take charge of the case.

The Board's staff,

he Said, han. worked on the problem and recommended that the Board
institute a section 30 proceeding, to require the directors to show
Cause why the directors and the management should not be removed from
°trice, and a section

9 proceeding to remove the bank from membership.

tatives of
Governor Robertson went on to say that the represen
the bank came to see him following a letter which the bank had sent to
the Federal Reserve Bank of Atlanta, a copy of which was also sent to
him-

During the discussion with the representatives, with Mr. Benner,

42sistant Director of the Division of Examinations, present, he (Governor
Robertson) expressed the view that the bank should either adopt a program
Of correction and provide sufficient additional capital or the Board
8hoUld take steps to remove the bank from membership and institute a
section 30 proceeding to remove the management.
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He also said that,
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-3-

sPeaking for himself, he would give the onnAgement three months to see
What they could do at the end of which time representatives of the
management would come to Washington, bringing Mr. James Sotille, Jr.,
with them, that the Board would arrange to have a representative of the
Federal Reserve Bank of Atlanta present, and that at that time the management would be expected to say what they had done and could do with respect
to capital, management, criticized assets, and the liquidity position of
the bank.
Iga8 much

The representatives of the bank had contended that three months

too short a time in which to bring about the necessary corrections,

but Governor Robertson had said in response that the condition of the bank
was too grave to allow a longer time than that, that he would present the
whole matter to the Board of Governors, and that unless the Board felt
that a shorter time should be allowed the management could take it for
granted that they would have three months in which to see what they could
c/°. Governor Robertson added that if the Board felt that some other course
should be followed, that action could be taken.
In response to an inquiry, Governor Robertson said that the staff
Of the Federal Deposit Insurance Corporation concurred that the condition
of the bank was serious and that some action should be taken.
Chairman Martin asked for opinions from the other Board members,
first asking Governor Vardaman to express himself.

Governor Vardaman

stated that he would do so reluctantly but quite frankly.

He said that

he thoUght Governor Robertson's having the conference with the Pan American
I3ank representatives without notice to the other members of the Board was

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

1982
-4-

7/10/58

an unwarranted presumption, and that he wanted to be recorded as
of
unequivocably opposed to such unilateral actions by any members
the Board.

He pointed out that Governor Robertson had made the

there was
aPpointment one or two full days before the meeting, and
simply no excuse for holding any such meeting without giving the
Other Board members a chance to participate.
Governor Vardaman went on to state that, in view of Governor
Robertson's independent action in this respect, the Board would be
embarrassed by cOling the representatives of the bank back to
Washington for a further conference; and that he felt that the Board
'was more or less bound to agree to go along with the Robertson plan;
and that, under those circumstances, he would agree to listening to a
rePort from the staff on the following day; but that, again, he wanted
to assert his opposition to the procedure which had been followed.
Governor Vardaman also pointed out that Governor Robertson, without
reference to the Board, had designated Mr. Benner to represent the
Division of Examinations at the conference, and he assumed that Governor
Robertson had further designated other members of the Examination staff
to act on the case.
question
Following discussion of this point, together with the
Yhether the
other
procedure suggested by Governor Robertson or some
action should be taken, it was agreed unanimously that members of the
the Board
staff of the Board's Division of Examinations would present to
at its meeting tomorrow a review of the condition of the bank and a draft
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of letter to the board of directors of the bank which would allow the
bank three months in which to take steps to improve the condition of
the bank and to outline other steps contemplated to correct its unsatisfactory condition.
At 10:40 a.m. Messrs. Kenyon, Assistant Secretary, Riefler,
Young,
Assistant to the Chairman, Thomas, Economic Adviser to the Board,
ive
Director, Division of Research and Statistics, and Shay, Legislat
Counsel, joined the meeting.
Items circulated to the Board.

The following items, which had

been circulated to the members of the Board and copies of which are attached
indicated, were approved
to these
minutes under the respective item numbers
u
nanimously:
Item No.
Letter to the Federal Reserve Bank of New York transmitting
letters to be sent to corporations operating under the
Provisions of section 25 and section 25(a) of the Federal
eserve Act calling for reports of condition as of June 30,
1958,

4

Letter to the House Committee on Government Operations

5

concerning H.R. 13154, a bill which would amend the EmployTent Act of 1946 to make the stabilization of the cost of
iving one of the explicit and primary aims of Federal
,
Budget)
-e°nomio policy. (With a copy to the Bureau of the
Discount rates.

Unanimous approval was given to a telegram to the

without
Pederal Reserve Bank of San Francisco approving the establishment
chaage by that Bank on July
in its existing schedule.
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-6Report on S. Res. 321 (Item No.

6).

With a memorandum from

Mr. Young dated July 8, 1958, there had been distributed to the members
of the Board a draft of letter to the Senate Banking and Currency Committee
commenting on S. Res. 321, requesting the President to transmit to the
Congress prior to August 1, 1958, a supplementary report under the
EmPloyment Act of 1946 setting forth current and foreseeable trends in
levels of production, employment, and purchasing power and such supplementary or revised recommendations to achieve the policy declared in the
Act as might be appropriate in the light of changed conditions in the
economy.
Following comments by Mr. Young on the nature of the resolution
and the problems involved in a request such as made therein, agreement
Ilas expressed with the approach taken in the proposed letter to the
Banking and Currency Committee.

A deletion from the final paragraph

vas agreed upon to eliminate certain language 'which it was felt might
result in a further request for comment about legislative restudy of the
rePorting requirements of the Employment Act of 1946, and a change was
euggested in another sentence elsewhere in the letter in order to shift
emphasis from the difficulty of preparing the proposed report to the
cittestion of the value of a hastily prepared report.
Thereupon, unanimous approval was given to a letter in the form
attached as Item No.

6

with the understanding that a copy would be seat

tO the Bureau of the Budget.
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the approved letter with Chairman Saulnier of the Council of Economic
Advisers as a matter of courtesy before it was dispatched.
Secretary's Note:
later in the day.

The letter was dispatched

All of the members of the staff except Mr. Young then withdrew
and the Board went into executive session.
Organizational change in Research Division.

Governor Shepardson

later informed the Secretary that he had distributed to the members of the
Board under date of July 9, 1958, a memorandum listing certain personnel
actions affecting the staff of the Division of Research and Statistics
/thich he had approved on behalf of the Board, along with certain other
personnel items awaiting his approval or under consideration by the
Division.

The memorandum also outlined the proposal of the Division to

combine the flow of funds work and the savings statistics project in a
Ilelf Flow of Funds and Savings Section,with Stanley J. Sigel as Chief at
Grade FR-15, and Governor Shepardson informed the Secretary that this
131'°Posal was approved by the Board.

The meeting then adjourned.
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Secretary's Note: Pursuant to the recommendations contained in memoranda dated July 10,
1958, from Mr. Young, Director, Division of
Research and Statistics, Governor Shepardson
today approved on behalf of the Board increases
in the basic annual salaries of the following
persons in that Division in the amounts indicated,
effective July 13, 1958:

1.986
7/10/58
Name and title

From

TYnan Smith, Economist
Robert Solomon, Economist
Murray S. Wernick, Economist
Peter M. Keir, Acting Chief, Government
Finance Section 1/

$12,555
11,595
12,315
9,890

Title changed from Economist.
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To
$13,070
12,770
12,770

11,355

1987

Item No. 1
7/10/58
UNITED STATES OF AMERICA
BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

••••

----------------------

In the Matter of the Applications of
FIRST NEW YORK CORPORATION,
THE FIRST NATIONAL CITY BANK OF NEW YORK,
and
INTERNATIONAL BANKING CORPORATION

DOCKET NUMBERS
BHC - 1
BHC - 2
BHC - 3

for prior approval of action to become
bank holding companies under Section 3
of the Bank Holding Company Act of 1956

STATEMENT

Nature of the proposal. - This case involves consideration 1/
of applications by three companies, filed pursuant to section 3(a)(1)—
of the Bank Holding Company Act of 1956 (hereafter sometimes referred
to as the "Act"), for prior approval by the Board of Governors of the
Pederal Reserve System of action which will cause each of such colyanies
to become a bank holding company under the Act. The three applications
,,re here considered together because they represent a single proposal.
Aoreover, two of them are for holding companies that would exist only
temp
orarily.

I7.Section 3(a)(1) provides: "It shall be unlawful except with the
prior approval of the Board (1) for any action to be taken which
result in a company becoming a bank holding company under section 2(a) of this Act; * * *."

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

1988
-2Broadly speaking, the general purpose of the proposal
is to create a new bank holding company, First New York Corporation,
Which would control three existing banking institutions, namely,
The First National City Bank of New York, City Bank Farmers Trust
Company, New York, and The County Trust Company, White Plains,
Westchester County, Nem- York.
The Applicants are First New York Corporation (hereafter
l
referred to as "First"), a Delaware corporation with its principa
York
New
of
Bank
City
National
First
The
office in New York City;
(hereafter referred to as "City Bank"), a national banking association with its principal place of business in New York City; and
International Banking Corporation (hereafter referred to as "IBC"),
a Connecticut corporation, operating under an agreement with the
Board pursuant to section 25 of the Federal Reserve Act and engaged
in international and foreign banking. IBC is a wholly-owned subsidiary of City Bank.
The details of Applicants' plan are set forth in a document entitled "Reorganization Program" introduced in evidence as
Board Exhibit 4.2/ For present purposes, the essential features
of that plan are as follows:
All of the outstanding capital stock of First would be
three
acquired by IBC. First would then cause the organization of
itan
Metropol
The
as
known
be
to
ions
associat
new national banking
York
New
of
Company
Trust
City
National
National Bank, The First
National
(hereafter referred to as "City Trust"), and County Trust
Bank (hereafter referred to as "County National"). All of the
stock of these banks, except directors' qualifying shares, would
be acquired by First. By such action, First would become a bank
held
holding company under the Act. Since First's stock would be
City
both
Bank,
by IBC and since the latter is controlled by City
result
a
as
s
companie
Bank and IBC would also become bank holding
of the same action.
Subject to approval by the Comptroller of the Currency,
each of the three presently existing banks previously mentioned
would be consolidated with one of the three new national banks.
City Bank would be consolidated with The Metropolitan National
Bank under the charter of the latter and the name of the former.
2/ Board Exhibits 19 2, 39 and 4 were, respectively, the application of First New York Corporation, the application of The
ional
First National City Bank, the application of Internat
.
Program"
ization
"Reorgan
ts'
Banking Corporation, and Applican
referred
are
Exhibits
ts'
Applican
Hereafter in this Statement
to as "App. Exh. --", and the Board's Exhibits are referred
to as "Bd. Exh. --". References to the hearing transcript are
indicated by "T. --".
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City Bank Farmers Trust Company, New York, New York (hereafter
referred to as "Farmers"), which is presently affiliated with
City Bank by reason of the fact that Farmers' stock except
for directors' qualifying shares is held by trustees for
shareholders of City Bank, would be consolidated with City
Trust under the charter and name of the latter. County
Trust Company, White Plains, New York (hereafter referred
to as "County Trust"), which is not now affiliated with City
Bank or Farmers, would be consolidated with County National
under the charter and name of the latter. First would be a
Party to these consolidation agreements and would become the
owner of all the stock, except the directors' qualifying
shares, of City Banks City Trust, and County National.
In connection with the consolidations, and following
an increase in its authorized capital stock, First would
issue to the present shareholders of City Bank and County
Trust shares of First against surrender of certificates of
stock in City Bank (which carry with them beneficial interest
in Farmers) and County Trust. Both IBC and its parent, City
Bank, would cease to be bank holding companies. Only First
would then continue as a bank holding company, its subsidiaries being City Bank, City Trust, and County National.
The net effect of the program, therefore, as
Previously indicated, would be to bring under the control of
First, a new holding company, (1) First National City Bank
Of New York, (2) that bank's presently affiliated City Bank
Farmers Trust Company (but under a national charter), and
(3) the presently unaffiliated County Trust Company, White
Plains, New York (also under a national charter).
History of the proceeding. - The action that would cause
the Applicants to become bank holding companies, as previously noted,
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-4would be the acquisition by First of stock of the three newly organizO
national banks. Accordingly, as required by section 3(b) of the Act,_/
the Board on November 14, 1956, requested the views and recommendations of the Comptroller of the Currency with respect to the applications. At the same time, though not required by the Act but because
two of the banks involved are now New York State banks, the Board also
invited an expression of views by the New York State Superintendent of
Banks. In his reply of December 13, 1956, the Comptroller recommended
approval of the applications. The State Superintendent of Banks, in a
letter dated December 12, 1956, without recommending approval or disapproval, questioned the form of the applications as placing a veto
Power in the hands of the Comptroller of the Currency contrary to the
Intent of Congress and urged that a decision on the applications be
postponed pending action by the New York State Legislature regarding
the structure of the State's banking system.
On December 26, 1956, the Board ordered a public hearing
on the applications, to be conducted in accordance with

2/ Section 3(b) provides 2 "(b) Upon receiving from a company any
application for approval under this section, the Board shall give
notice to the Comptroller of the Currency, if the applicant company
or any bank the voting shares or assets of which are sought to be
acquired is a national banking association or a District bank, or to
the appropriate supervisory authority of the interested State, if the
applicant company or any bank the voting shares or assets of which
are sought to be acquired is a State bank, and shall allow thirty
days within which the views and recommendations of the Comptroller
of the Currency or the State supervisory authority, as the case may
be, may be submitted. If the Comptroller of the Currency or the State
supervisory authority so notified by the Board disapproves the applic'tion in writing within said thirty days, the Board shall forthwith
give written notice of that fact to the applicant. Within three days
after giving such notice to the applicant, the Board shall notify in
writing the applicant and the disapproving authority of the date for
c?mmencement of a hearing by it on such application. Any such hearing
Tuall be commenced not less than ten nor more than thirty days after
Board has given written notice to the applicant of the action of
,c_41e disapproving authority. The length of any such hearing shall
De determined by the Board, but it shall afford all interested parties
a reasonable opportunity to testify at such hearing. At the conclusion thereof, the Board shall by order grant or deny the application on the basis of the record made at such hearing."
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the Board's Rules of Practice for Formal Hearings (12 CFR, Part 263)
by a hearing examiner selected by the Civil Service Commission pursuant to the Administrative Procedure Act (5 U.S.C. 1010). That
hearing was commenced on January 249 1957, and the record of the
hearing was closed on September 20, 19570 The Applicants, the Board,
County Trust, and the New York State Banking Department were designated
by the Hearing Examiner as parties to the proceeding.
Following submission of proposed findings by the Applicants,
a statement by Counsel for the Board regarding the Applicants' proposed findings, and memoranda by the Applicants and the New York State
Banking Department regarding the effect on these proceedings of New
York legislation relating to bank holding companies, the Hearing
Examiner on October 39 19579 filed with the Board his Report and Recommended Decision. The Hearing Examiner recommended that the applications be denied because of the existence of Article III-B of the New
York Banking Law, which would make unlawful consummation of the
Plan here proposed. In view of this recommendation, the Hearing
Examiner's Report did not discuss or pass upon the merits of the
applications in the light of the factors set forth in section 3(c)
of the Act, hereinafter described.
Following exceptions to the Hearing Examiner's Report
and Recommended Decision, oral arguments were presented before the
Board on November 26, 1957. On December 10, 1957, the Board remanded
the case to the Hearing Examiner for a report and recommendation with
respect to the merits of the applications, apart from the legal effect
of the New York statute.
On February 20, 19589 the Hearing Examiner filed with the
Board a Supplemental Report and Recommended Decision. It was his
recommendation that the Board deny the applications for the reasons,
among others, that "* * * the prospective and possible benefits
of the program do not outweigh its prospective and possible
disadvantages." He concluded that "* * * the program is not
required for the needs and welfare of the community and area, and
further, that the effect of the proposed acquisition may be to
expand the size or extent of the holding company system involved
beyond limits consistent with adequate and sound banking, the
Public interest, and the preservation of competition in the field
Of banking. Under these circumstances the applicants have not
sustained the burden of establishing that the public interest
will be furthered by granting approval of the applications."
Exceptions to the Hearing Examiner's Supplemental Report
and Recommended Decision were filed on behalf of Applicants and
County Trusts and on May 212 19589 oral arguments were presented
to the Board with respect to the merits of the applications.
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On May 22, 1958„ the Board accepted as a part of the record
in the proceeding a Statement submitted by the Department of Justice,
relating to the applicability of section 7 of the Clayton Antitrust
Act to the transaction here proposed. Subsequently, Applicants filed
briefs in reply to the Department's Statement.
In reaching its decision in the present case, the Board has
given careful consideration to all relevant factual material contained
in the record of the hearing; to pertinent arguments presented at the
hearing or contained in briefs, memoranda, and statements made a part
of the record of the proceeding; to both the initial and supplemental
reports and recommended decisions filed by the Hearing Examiner; and
to statements presented at oral arguments before the Board.
Effect of New York statute upon Board's authoritz. - In view
Of the conclusions expressed by the Hearing Examiner in his Report
and Recommended Decision of October 3, 1957, it is necessary at the
outset to determine whether the Board is precluded, as a matter of law,
from considering the merits of the present applications by reason of
the existence of Article III-B of the New York Banking Law (hereafter
referred to as the "New York statute").
The New York statute was first enacted effective January 29,
1957, shortly after commencement of the hearing in this case. It was
Passed as a temporary measure to expire by its terms on May 1, 1957,
but was subsequently extended by Acts of April 22, 1957, and April 16,
1958. Unless further extended, the statute will expire May 1, 1959.
Briefly, and insofar as it is pertinent to the present case, the
New York statute has the effect of prohibiting, until May 1, 1959,
any company from acquiring 25 per cent of the stock of two or more
banks unless the banks are located within the same city or New York
State banking district. On its face, the statute would prohibit consummation of the transactions for which Applicants seek Board approval
under the Bank Holding Company Act, since the three proposed subsidiary banks would not be located in the same city or banking district of
the State.
Section 7 of the Bank Holding Company Act provides:
"Sec. 7. The enactment by the Congress of the Bank
Holding Company Act of 1956 shall not be construed as preventing any State from exercising such powers and jurisdiction which it now has or may hereafter have with respect
to banks, bank holding companies, and subsidiaries thereof."
Because of this provision of the Act, the Hearing Examiner
c?ncluded that the New York statute is flan exercise of State jurisdictio n
authorized by the Federal law", and that, for the period of
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the duration of the New York statute, it effectively prevents approval
of the program here proposed so that the Board is "precluded" from
approving the applications at this time°
The extent of the "power and jurisdiction" of the States in
the field of bank holding company regulation is, of course, not a
matter for this Board's decision; nor may the Board undertake to determine whether the New York statute represents a valid exercise of that
State's power. These are matters for determination by the courts°
Unless and until a court of competent jurisdiction holds the New York
statute to be invalid, the Board must assume its validity. Davies
Warehouse Co. v. Bowles, 321 U.S. 1449 153 (1944). The question,
therefore, is not whether the New York statute is valid but whether
the Bank Holding Company Act so limits the Boardls discretion, either
expressly or by implication, as to make it necessary, as a matter of
law, for the Board to disapprove the present applications because of
the existence of the New York statute°
In connection with its consideration of proposals for bank
holding company legislation over a period of years, the Congress gave
careful consideration to various suggested provisions designed to
Prohibit Board approval of applications in certain circumstances,
such as, for example, where the appropriate State supervisory authority
objected, or where the proposed transaction would conflict with State
branch banking laws, or where State statute would prohibit acquisition
of the stock of State banks in the same circumstances, orihere the
Proposed acquisition would cross State lines. At the time such proPosals were made, the bill under consideration also contained provi.10ns similar to those of section 7 of the Act preserving the
3
Jurisdiction of the States, Congress nevertheless rejected all such
Proposals to limit the Board's discretion, with the single exception
. the provision prohibiting approval of acquisitions across State
?f
1.1nes9 the provision now contained in section 3(d) of the Act.
That section 7 was not intended to confer upon the States
,nY.new authority with respect to banks, bank holding companies, and
their subsidiaries is clearly indicated by the following statement
contained in the report of the Senate Banking and Currency Committee
On March 6, 1.956„ with respect to the meaning of the language of
section 7f;
"A great deal of concern has been expressed that
section 7 of the bill as reported by the committee granted
new authority and powers to States over national banks in
general, and respecting the stocks of national banks in
particular. This concern apparently has arisen as a result
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of the language added to this section by the committee and
certain statements which appeared in the committee report.
The language added by the committee in the bill as reported
provided that States in the exercise of their jurisdiction
and powers over banks and bank holding companies could
impose no less onerous' restrictions than were provided
in the bill. The intent of the committee was to make it
clear that a State could not enact legislation inconsistent
with the bill and therefore nullify its effect. In view
of the fact that the meaning of the no less onerous clause
has apparently been misconstrued by some persons, the committee agreed to strike the clause and thus return to the
language of the comparable section of H. R. 6227. However,
your committee reiterates its view that section 7 in no
way permits States to exercise such powers and jurisdiction
in a manner inconsistent with this proposed legislation.
"In order to clarify the legislative history of
section 79 the committee wishes to emphasize that this
section does not grant any new authority to States over
national banks. The purpose of the section is to preserve
to the States those powers which they now have in our dual
banking system. It is always of uppermost importance in
legislation of this nature to preserve the dual system of
National and State banks, and section 7 must be viewed in
that light."
In view of its language and legislative history, section 7
is interpreted by the Board (1) as evidencing the intent of Congress
not to occupy exclusively the field of bank holding company regulation
or to deprive the States of whatever jurisdiction they may lawfully
have in this field and (2) as not conferring upon the States any new
authority in this respect. It is the Board's conclusion, therefore,
that neither section 7 nor any other provision of the Act operates
to preclude the Board from approving the present applications because
the transactions contemplated by them would appear to be in
contravention of the State statute. It may be noted that the New
York State Banking Department has taken the position that the New
York statute does not legally preclude Board approval of these
aPPlications, even though that statute would prevent consummation
Of the plano
In his Report and Recommended Decision of October 3, 1957,
the Hearing Examiner assigned a second reason for his conclusion that
Board approval of the applications is precluded by virtue of the existence of the New York statute. Section 34a of Title 12 of the United
States Code, relating to the consolidation of a State bank with a
national bank, provides that no consolidation shall be "in
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contravention of the law of the State" under which the State bank is
incorporated. Since the proposed consolidation of County Trust with
the proposed new County Trust National Bank would be an integral part
of the program, and since in his opinion that consolidation would
violate the State statute, the Hearing Examiner concluded that section 34a of Title 12 of the United States Code "also precludes approval of the proposed program."
While the views of the Hearing Examiner on this point
have been considered, weight must be given to the opinion
expressed by the Comptroller of the Currency in a letter addressed to
the Board on May 10, 1957, and made a part of the record of the hearing
in this case. In that letter, the Comptroller stated that "with respect
to section 34a of Title 12 of the United States Code, we see nothing
in Article III-B of the New York Banking Law which deals with the
consolidation of banks or which would in any way affect the consolidation of a State bank with a national bank under section 34a.* * 401
That section of Federal law is administered by the Comptroller of the
Currency; and a determination by an agency administering a statute is
to be accepted if it has a reasonable basis in law. NLRB v. Hearst
Publications, Inc., 322 U.S. 111 (1944). In the circumstances and
TiTEEEUT-775FgFEITg any opinion on the question involved, the Board
feels that it should be guided by the Comptrolleres view.
Needless to say, in view of section 11 of the Act,— approval
of the present applications would not in any sense obviate the need
!_or compliance by the Applicants with section 34a of Title 12 of the
United States Code or any other statute that might be applicable to any
aspects of the program contemplated by the Applicants.
Whether or not the existence of the New York statute has
the effect of
legally precluding approval of the applications, it has
been contended further that, in any event, such approval would constitute a vain and futile action, inasmuch as the transaction could
not be lawfully consummated under State law. The Hearing Examinar
expressed the view that, as long as the State statute remains in
effect, "a determination that portions of the Federal Act do not pre!ent approval of the applications seems like a vain thing." The New
..ork State Banking Department, while not asserting that the Board is
±egally foreclosed from approval, took the position that the State law
makes the applications "academic and moot."

section 11

provides2 "Nothing herein contained shall be interpreted or
as approving any act, action, or conduct which is or has
been or may
be in violation of existing law, nor shall anything herein
?ontained constitute a defense to any action, suit, or proceeding pendtrig or hereafter instituted on account of any prohibited antitrust or
m°nopolistic act, action, or conduct."
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With due regard to these views, and assuming the
validity of the State statute, the Board is unable to agree
',11.at its approval of the applications would necessarily and
In all events constitute a futile action. The New York
statute by its terms is temporary in nature; it cannot be
!aid with certainty that it will be further extended beyond
its present expiration date or that the New York State
Legislature will not before that date enact other legislation
on.this subject. Moreover, while the Board expresses no
Dpanion on the question, Applicants have challenged the
validity of the State statute as applied to the transaction
here proposed.
While the existence of the State statute does not,
In the Board's opinion, legally bar consideration of the
merits of the applications, the question whether and to
what extent weight may be given the State statute in such
consideration of the merits is a separate question that will
be dealt with at a later point in this Statement.
Plan as giving veto power to Comptroller of the
21.11.I2asE. - One further preliminary question may be
briefly mentioned. In his letter to the Board of December 12, 1956, the New York State Superintendent of Banks
expressed the view that, since the program of the
APPlicants would contemplate independent action by the
Comptroller of the Currency with reppect to approval of
charters of the three new national banks and approval of
the three proposed consolidations, the plan would have the
effect of placing a complete veto power in the hands of the
rmptroller and that this would not be in accordance with
the intent of Congress to vest final decision on applications under the Act in the Board of Governors.
Section 11 of the Act recognizes that approval
bY the Board of an application under the Act does not
relieve an applicant from compliance with other applicable
statutes. Thus, approval by the Board under the Act of
acquisition of stock of a new State or national bank would
.12-ct alone be sufficient to enable a bank holding company
,1,0 establish a new bank; approval by the appropriate State
Dank authority or the Comptroller, as the case might be,
the charter of the proposed bank would also be necessary.
in the opinion of the Board, therefore, the applications
:re not
defective in the respect suggested by the State
ouperintendent of Banks.
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o be consideredoard. - Section 3(c) of
Factors to
the Act provides:
"(c) In determining whether or not to approve any
acquisition or merger or consolidation under this section,
the Board shall take into consideration the following
factors: (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 expand the size or extent of the
bank holding company system involved beyond limits consistent with adequate and sound banking, the public
interest, and the preservation of competition in the
field of banking."
in
As stated by the Senate Banking and Currency Committee
itS report on the Act,
"It is upon the basis of these factors that the
Federal Reserve Board is to measure whether each
application should be granted or denied in the public
interest." (Senate Report No. 1095, 8)4th Cong.,
July 25, 1955, p. 10)
It is clear that Congress did not consider bank holding
companies as evil per se and that the Act does not purport to forbid
completely the expansion of existing such companies or the creation
°f new ones. It is equally clear, however, that, in seeking to
control the expansion of bank holding companies, Congress expected
tl?.e Board in each case to weigh all pertinent facts relevant to the
fiYe statutory factors. Moreover, as conceded by Applicants in
I's case, considerations relating to one of the factors may, in
he circumstances of a particular case, be such as to overshadow
and outweigh those relating to the other factors. It is with these
transPrinciples in mind that the Board has considered whether the
action here proposed would be in accord with the statutory factors.

V
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Financial history and condition, prospects, and management. The first three of the statutory factors, as applied to the circumstances of this case, may conveniently and appropriately be considered together.
In a literal sense, the companies and banks "concerned"
in this case are the Applicants (First, City Bank, and IBC), the
Proposed three new national banks (The Metropolitan National Bank,
City Trust, and County National). However, under the program contemplated by the Applicants, IBC and City Bank would cease to be
bank holding companies when the program is consummated; and the
proposed three new national banks would do no business as such
until after their consolidation with City Bank, Farmers, and County
Trust. Consequently, for all practical purposes, the company and
the banks actually concerned are First (the proposed new holding
company) and the three existing banks which would be brought under
the control of First, namely, City Bank, Farmers, and County Trust.
City Bank, incorporated in 1812 and converted into a
national bank in 1865, is the second largest bank in New York City
and the third largest in the country. As of March 31, 1957, it had
deposits of $6,692 million (including deposits at foreign offices)
and capital accounts of 4673 million (App. Exh. 33). It has 75
offices in New York City and 64 foreign branches.
Farmers, originally chartered in 1822, became affiliated
With City Bank in 1929. It is one of the leading fiduciary institutions in the United States. As of March 31, 1957, it had deposits
of $118 million and capital accounts of $33 million (App. Exh. 33).
It operates 3 offices in New York City.
County Trust, chartered as a State bank in 1903, is the
largest bank in Westchester County. As of March 31, 1957, it had
Posits of $341 million and a capital structure of $26 million,
including reserves (App. Exh. 32). It operates 39 offices in the
County.
All evidence in the record supports the conclusion that
these three banks are in sound financial condition, that their
financial history has been good, that their prospects are favorable,
and that their managements are of high quality.
Fig
v
October
17,
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Proceeds of sale of capital stock in that amount. It has no other
financial history. It is evident that, if the program were consummated, First's financial condition, prospects and management
would, in the language of the Comptroller of the Currency, "parallel
those of the banks it will own."
The Board concludes that the evidence relevant to the
first three statutory factors is consistent with approval of the
aPplications but does not provide substantial affirmative support
for such approval.
Convenience, needs, and welfare of the communities and area
c?ncerned. - The fourth statutory factor requires that the Board consider how the proposed transaction will affect the convenience, the
needs, and the welfare of "the communities and the area concerned."
While each of the three elements of this factor - convenience, needs,
,!1c1 welfare - is here considered separately, it must be recognized
Inat for practical purposes the three elements in some respects
o
verlap.
It is clear from the record that New York City, in which
City Bank and Farmers are located, and Westchester County, in which
County Trust is located, must be considered as the primary communities
711(1 area concerned in this case, although the national and international
business engaged in by City Bank cannot be ignored.
There is substantial evidence to support the assertions of
Appli
cants that, because of population and business trends, Westchester
County, which lies immediately north of New York City, has become
nrld will increasingly become an integral part of the trade and population
_1
:
sea of which New York City is the center. (T. 56) Economic integration
ll
u%the County with the City has been promoted by connecting arterial
,1,-hways and well developed systems of rail and bus transportation. It
nears also that there has been a movement of business in significant
rgree from New York City to suburban areas apd this trend is expected
'
l o continue. The trend is reflected by a proportionately greater inCrease
of bank deposits in Westchester County than in New York City
tm
\I. 57).
It is to be expected that New York City banks, looking
tcw—_
ord their future growth, would naturally wish to follow these shifts
'" Population and business by extending their banking operations to
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Westchester and other suburban areas; and this consideration appears
to have been a major factor that prompted the Applicants' program.
Lt must be borne in mind, however, that, while benefits to the banks
involved may indirectly also benefit the communities concerned, the
Prime consideration under the fourth statutory factor is the effect
of the proposed transaction upon the convenience, needs, and welfare
of the areas concerned rather than its effect upon the banks involved. Consideration of this factor depends, therefore, upon the
extent to which banking institutions in those areas are now serving
or failing to serve the convenience, needs, and welfare of businesses
and residents in the areas.
There is no assertion or evidence in the record that the
proposed plan would, to any substantial extent, increase the services
rendered to
their customers in New York City by City Bank and Farmers.
000rdingly„ the principal consideration here is the probable effect
°f the plan upon the convenience, needs, and welfare of Westchester
County.
The County is now served by 12 commercial banks. Of these
+
-n kj,Y Trust is by far the largest. As of the end of 1956, it had
ueposits of $351,787,000 and 39 offices, representing 48.9 per cent
°II deposits of all commercial banks in the County and 44.8 per cent of
itthe total offices of such banks. The next largest commercial bank in
County is the National Bank of Westchester with deposits of
429,385,000 and 18 offices. The remaining 10 commercial banks had
'
aggregate deposits of $238,697,000 and 30 offices (Bd. Exh. 39).
Applicants claim that affiliation of County Trust with City
Bank and Farmers, as contemplated by the proposed plan, will increase
materially the banking services directly available in Westchester
4_211ntY to customers and potential customers of County Trust, and
hereby serve the convenience, needs, and welfare of the communities
and area concerned.
In particular, it is alleged that the proposed affiliation
Would Jncrease the degree to which, and the facility with which, County
rust could provide its customers with the following services: personal
°ans to individuals and credit to small businesses, especially because of formalized programs developed by City Bank; financing of large
business enterprises through specialized techniques developed by City
ank and through placement with or through City Bank of credit lines

T
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in excess of County Trusts lending limits; the furnishing through
City Bank of foreign banking services not now currently directly available in the County; and improved trust department and investment
advisory services resulting from access to the extensive facilities
and experienced personnel of City Bank and Farmers. It is also
asserted that County Trust would further benefit through access to
the personnel and training programs of City Bank, to the research
and development programs of City Bank with respect to mechanical and
electronic procedures, and to the nation-wide credit information
facilities and foreign credit files of City Bank.
To a substantial degree, the benefits claimed are now
available to Westchester residents through correspondent relations
Of Westchester banks with various New York City banks. Nevertheless, it appears probable that County Trust would be enabled as a
result of its affiliation with City Bank and Farmers to improve
the quality and types of services rendered to its customers; and
to this extent the plan presumably would contribute to the "convenience" of Westchester County.
The second element of the fourth statutory factor requires
?onsideration of the probable effect of the proposed transaction
Insofar as the "needs" of Westchester County are concerned.
As to the benefits expected to flow to residents and small
business concerns in Westchester County in such matters as personal
loans, loans to small businesses9 and commercial loans, the record
reflects that County Trust in particular, and other Westchester County
commercial banks in general, have not experienced and do not anticipate
future difficulty in responding to loan applications arising in the
uounty. As to future demands in this regard, it may reasonably be
,assumed, as Applicants and County Trust assert, that County Trust will
oe regnired to increase its capital structure in order to meet the
potential banking demands of the County. However, in view of the
I nvestor acceptance of County Trust stock, as evidenced by the high
'
l atio of its market value to its book value, there is nothing to
„Ilggest that the proposed affiliation is necessary to enable County
irust to meet needs for additional capital.
The record also indicates that County Trust is presently
xybperiencing no difficulty in furnishing adequate fiduciary services
r investment advisory and management services; that it has done
well in the field of small business loans; and that it has had no
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The president of the largest bank competing with County Trust
testified at the hearing that the development of Westchester County
had not created a demand for banking services that had not been
adequately met by the banking facilities of the County alone, or in
conjunction with correspondent banks (T. 827, 828). He further stated
that his bank had experienced no difficulty in utilizing correspondents to meet the requirements of Westchester County applicants
for loans (T. 8)47). Other testimony supported the view that there
is no reasonable need for banking services in the County that is
not being met adequately by existing banks working in conjunction
With their New York City correspondents.
As previously indicated, the statute refers to the "needs"
Of the communities and area concerned, not to needs of the banks involved. To the extent, however, that benefits to the banks involved
would indirectly benefit the public, there is no substantial evidence
that the transaction is necessary to the normal growth and development of County Trust. It is apparent that County Trust has been
able to keep abreast of the banking needs of the area it serves. Its
annual report for 1956 showed that, as compared with 1955, it had
risen in rank from 82d to 74th in size among the country's commercial
banks. During 1956 its deposits increased $18.6 million, as compared
With a combined increase of $19.8 million for the 11 other commercial
banks in the County (Bd. Exh. 23). In addition, during 1956, it
established a foreign department and expanded its employees' training
Program, (App. Exh. 3).
In the light of the above 'facts and other supporting evidence
contained in the record, the Board concludes that the proposed transaction would not in any appreciable way serve the "needs" of Westchester
County either directly or through benefits resulting to the banks
concerned.
The third element of the fourth statutory factor - effect
Upon the "welfare" of the communities and area concerned - has broad
connotations. To the extent that contribution to the "convenience"
of.the public would result from the proposed plan, the plan might be
said also to contribute to the welfare of the public. However, the
term "welfare" is sufficiently general as to include the effect of
the transaction upon adequate and sound banking in the area, the
Public interest, and preservation of competition in the banking field considerations mentioned in the fifth statutory factor which are yet
to be considered. It may be assumed, as suggested by a representative
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-.17of the Applicants (T. 1041 et seq.), that "welfare" also comprises
Potential contribution to the development of an area, looking beyond
existing convenience or needs. However, in the Board's opinion,
based on the entire record, the proposed affiliation would be unlikely
to result in a contribution of this nature appreciably greater than
that which could be provided by the County's banks in the absence
of such affiliation.
To summarize, the Board concludes, as to the fourth
statutory factor, that the proposed transaction would probably
contribute to a limited extent to the "convenience" of the area
concerned and to that extent also to its "welfare"; but that the
transaction is not necessary in order to meet the "needs" of the
area and would not appreciably contribute, except to the limited
extent above indicated, to present or potential "welfare".
The fifth factor: "size or extent." - The fifth factor
stated in section 3(c) of the Act obliges the Board to consider
Whether the proposed transaction would "expand the site or extent
Of
. the bank holding company system involved beyond limits consistent
With adequate and sound banking, the public interest, and the
Preservation of competition in the field of banking." In the light
Of the legislative history of the Act, it is apparent that this
factor is of primary importance, though it must be balanced against
considerations relating to the other four factors.
Before considering the probable effect of the size or
extent of the holding company system here proposed upon adequate
and.sound banking, the public interest and preservation of comP?tition„ it is necessary to determine what would be the actual
size and extent of the proposed holding company system. In making
this determination, consideration must be given to the size of the
Proposed subsidiary banks and the extent of their operations.
In terms of total deposits City Bank is the third largest
bank in the United States and the second largest bank in the City
and State of New York. In fact, since the hearing on these appli!
atlons commenced, City Bank has on occasion been the largest bank
terms of deposits in the City and State of New York. As of
De cembr
31, 19562 City Bank and Farmers combined had total deposits
spf $6,032 million, representing 19.5% of the total deposits of all
commercial banks in New York City. As of the same date, City Bank
Farmers combined had 78 banking offices representing 13.3% of
the
banking offices of all commercial banks in New York City. In
'l erms of capital and surplus, City Bank - even excluding the capital
!lic.1 surplus of its trust affiliate - is the largest bank in the
united States.
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-.18Count Trust, in terms of total deposits, is 74th in size
in the Nation and 4th in New York State outside New York City. As
of December 31, 1956, County Trust had deposits of over $351 million,
representing 48.9% of the deposits of all commercial banks in
Westchester County. As of the same date, it had 39 offices representing 44.8% of the total commercial bank offices in the County.
In total, the three banks which would be controlled by the
proposed holding company mould have 117 banking offices within the New
York City-Westchester County area, representing 17.8% of the offices
and 20.37% of the deposits of all commercial banks in that area.
Applicants introduced in evidence a comparison of the
Prospective size of First New York Corporation with the size of the
largest presently existing bank holding companies. That comparison
reveals that the holding company here proposed would control banks
having, as of June 30, 1956, 115 offices (apparently excluding the
home offices of City Bank and County Trust) with deposits of
,023 million, excluding foreign branches. Further, the comparison made by Applicants shows that as of June 30, 1956, Transamerica
Corporation's majority-controlled banks had 277 offices with
deposits of $2,663 million in 11 Western States; Marine Midland
Corporation's banks had 150 offices with deposits of $1,813 million
in New York State; Northwest Bancorporation's banks had 98 offices
With deposits of $1,521 million in 7 States) and First Bank Stock
9orporati0n'5 banks had 88 offices with deposits of $1,373 million
in 5 States (App. Exh. 25).
Applicants have also referred to the fact that various
existing banking organizations represent concentrations of control
Of greater
proportions of banking resources in given areas than that
here involved. Of the examples cited by Applicants, however, some
are non-holding-company situations, -whereas the Bank Holding Company
Act was
directed against undue concentration of control by holding
e°mPanies. The population, geographic area, and aggregate banking
assets
involved in the bank holding company examples cited by
are of a substantially different character from those
here involved. Many communities, among them some of those involved
?ere
.
.
11.1 the Applicants' examples, can support comparatively few banking
uirices, so that any bank operating in the community will necesrllY have a relatively large proportion of that community's total
banking offices and deposits. This mould not be so in Westchester
County or in New York City. Control by a holding company of 20% of
the total commercial bank deposits in New York City, the financial
center of the country, or of nearly 50% in Westchester County, may
Present a far greater question of consistency- with the public interest
than would
a considerably higher concentration in another community.
As stated by Applicants, the size of the proposed holding
c°mPanY system would be attributable to the size of the three
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subsidiary banks, particularly that of City Bank. However, the
language of the fifth statutory factor refers not to the size of
the banks involved but to the size of the bank holding company
system. The Act is not concerned with regulation of the expansion
of individual banks; it is aimed at control of expansion of bank
holding companies.
As to the "extent", the proposed holding company would
operate only in New York City and adjoining Westchester County,
except that through City Bank it would also engage in extensive bank—
ing operations on a national and international scale. Some existing
bank holding companies, as pointed out by Applicants, cover far larger
York City and
geographic areas than the area comprised by
Westchester County. However, the effect of a holding company's
geographic extent upon adequate and sound banking, the public_
interest, and preservation of competition -will, of course, depend in
large part upon the nature of the banking structure of the geographic
area involved.
Consistency with adequate and sound banking, the public
interest, and preservation of competition. — In determining
;Re-Ther the size or extent of the holding company system here
Proposed would be "consistent" with the three elements referred
to in the fifth factor, it must be borne in mind that these
elements, like those stated in the fourth factor, to some extent
overlap and represent different but related aspects of a single
broad concept.
Thus, the question whether the size or extent of the
Proposed holding company system would be consistent with
adequate or sound banking" or with the "public interest" must
dePend largely upon findings as to its effect upon "preservation
Of competition in the field of banking". For example, it is
reasonable to assume from the history of the Act that, in the
mind of Congress, a transaction that would result in an undue
concentration of banking power in a holding company system would
not be in accord with the "public interest".
Again, in a broad sense, all of the five statutory
factors require consideration of the effect of a proposed trans—
action upon the "public interest". However, it must be noted
that the fifth factor is specifically concerned with the relation
°f size and extent to the public interest; and in this respect
the Holding Company Act, unlike the Clayton Act, expressly
l'equires consideration of the effect of the size and extent of
a holding company system.

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

2006
-20Preservation of competition. - A determination of whether
the size or extent of the proposed holding company system would be
inconsistent with "the preservation of competition in the field of
banking" must be related to the areas primarily concerned, New York
City and Westchester County, and within those areas, both to the
banks proposed to be affiliated and to other commercial banks.
Jithin that framework, inconsistency with the preservation of comPetition could result from the reduction or elimination of existing
or potential competition either among the banks involved in the
Plan or among all banks operating in these areas.
As to competition between the three banks here involved,
it is clear that City Bank and Farmers do not compete with each
Other, both because they are presently owned by the same shareholders and because they are engaged in different types of business.
As between these institutions, therefore, the transaction will
eliminate no present competition.
Applicants estimate that, on a conservative basis, less than
6 per cent of the fiduciary accounts of Farmers originates in
Westchester County. County Trust has an active trust department;
the number of its trust accounts increased from 395 to 681 (or
72 per cent) from July 1950 to January 1957. Applicants concede
that in the ordinary trust field, as distinguished from specialized
trusts such as pension trusts, a "limited degree" of competition
exists between the two institutions.
That a certain amount of competition presently exists
between City Bank and County Trust' is apparent. Applicants stated
_t.dhat deposits of City Bank originating in Westchester County were less
an 1 per cent of City Bank's domestic deposits, and that the deposits
of County Trust originating in New York City were less than 3 per
cent of its deposits. (Eã. F, pp. 5, 6) One per cent of City
Bank's deposits, excluding deposits of national concerns and
deposits at foreign branches, would be over $20 million. If only
POsits of foreign branches are excluded, 1 per cent of City Bank's
deposits would be approximately $55 million. Three per cent of
C_,°I.Intr Trust's deposits would be about $10 million. Accordingly,
uespite the small percentages involved, it appears that the actual
amounts involved are substantial.
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The above described overlapping of accounts of the banks
involved is merely suggestive of the extent to which alternative
choices of banking facilities are being exercised by residents
of New York City and Westchester County at the present time; it
is not a measure of the extent to which alternative choices are
available. For the thousands of persons living in Westchester
County and working in New York City, banking facilities in the
County or in the City are always possible alternatives, regardless of evidence of present actual use.
Of significance in this connection are statistics drawn
from the evidence regarding the present labor force of Westchester
County. In July 1956, it was estimated that of the total Westchester County employed resident labor force of 310,000, 204,000
were locally employed and 106,000 were employed outside the County
(primarily in New York City). Of the total employment in the
County of 227,000, 204,000 were County residents. In April 1956,
there were 45,901 regular rail commuters from Westchester to
New York City (App. Exh. 6; T. 417), and in May 1956, there were
17,151 auto commuters (App. Exh. 9; T. )423). Thus, it is evident
that a large segment of the employed Westchester residents have
a convenient choice of banking facilities as between Westchester
County and New York City.
Similarly, the ready accessibility of the one area to the
Other makes it convenient for business concerns in one area to
find alternative sources of banking accommodations in the other.
If, as Applicants assert, the trend toward economic
integration of the two areas is increasing, it is reasonable to
assume that much greater competition between the banks involved
would develop in the course of time. In other words, with further
economic integration, such competition as exists today would tend
to become even more intensive in the future. That potential
competon would be lessened by the plan here under consideration.
In addition to its effect upon competition between the banks
concerned, the Board must consider the probable competitive effect
of the proposed transaction upon all banking institutions in the
areas concerned, New York City and Westchester County.
City Bank does not presently have a dominant position in
New York City. the record reflects that City Bank, together with
Farmers, vigorously competes with other banks of comparable size
?-ri New York City both as to local business and that portion of its
puslness which is national or international in scope.
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At the same time, it must be recognized that City Bank and
Farmers now have 13.3 per cent of the offices and 19.5 per cent of
the assets, deposits, and loans of all commercial banks in the City.
Considering the population and banking resources of New York City
and its importance as the financial center of the country, the
degree of banking power that would be held by the proposed holding
company system, even though not dominant, would be considerable.
Again, it must be borne in mind that, while such concentration
now exists in City Bank and Farmers, the Act relates to concentration of banking power, not in the hands of banks, but in the hands
of bank holding companies.
Applicants stress the advantages that would accrue to
County Trust from closer correspondent relationships between that
bank and City Bank under Applicants' proposed plan. On the basis
of such testimony and the entire record, it is reasonable to conclude, and the Board does conclude, that under the actual operation
of the plan City Bank and Farmers probably would have considerably
greater access to the correspondent business of County Trust than
they now have and than would the other banks in New York City. The
resulting adverse effects on such other New York City banks and on
competition in New York City for correspondent banking business are
suggested by Westchester County's importance as a thriving and
rapidly expanding area with deposits of all its commercial banks
already approximating $720 million, and by County Trust's powerful
Position with almost 50 per cent of those deposits. The danger
to an existing competitive balance inherent in a supplier acquiring
all or a substantial portion of a customer's stock has been the
ubject of extensive analysis by the United States Supreme Court
in.the case of United States v. Du Pont & Co., 353 U.S. 586 (1957).
14:ihi1e relating to a different statute (Clayton Act), nevertheless,
in the sense that City Bank would be the supplier of services to
County Trust, the reasoning of the Court in that case is instructive.
With respect to the probable effect of the proposed plan
Upon banking competition in Westchester County, County Trust is
Presently by far the largest commercial bank in the County, and
its affiliation with City Bank, the second largest bank in New York
City, would substantially strengthen its competitive position in
the County. The very benefits that Applicants allege would accrue
to County Trust from the plan - such as access to City Bank's
foreign banking services, credit information files, and mechanical
and procedural development programs - would provide competitive
advanta ges not so readily available to competing Westchester banks.
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Under the proposed plan County TrustIs present banking
Power would be brought under the control of a holding company and
would be increased by its affiliation with City Bank and Farmers.
The record reveals that effective banking competition
Presently exists in Westchester County, despite the size of County
Trust (Bd. Exh. 11, p. 17). Representatives of competing Westchester
County banks testified at the hearing that they would not be affected
adversely in any substantial degree by the proposed plan (T. 797,
862). Opinions were expressed to the effect that the plan would
even sharpen and increase competition. Nevertheless, all witnesses
Who commented on the point conceded that there is a reasonable likelihood that the plan would cause independent banks in the County to
seek associations with other New York City banks; and the record
shows that some of the County banks have already been approached
in this respect by large banks in New York City.
Any such future affiliations of Westchester County banks
With New York City banks through the organization of new holding
companies would, of course, require the prior approval of the Board
under the Act; and each such case would have to be considered by the
Board on the basis of the circumstances existing at that time.
Nevertheless, approval of the present applications despite findings
as.to adverse competitive effect would suggest that, other things
being equal, even stronger adverse findings as to competition would
be necessary to warrant disapproval of such possible future applications under the Act. It seems clear that sanction for the operation of two or more strong bank holding companies in Westchester
..
?ounty,
while it might sharpen and intensify rivalry between a few
-!-arge banking organizations, would not tend to preserve competition
in the banking field in the sense of maintaining a relatively large
number of independent alternative sources of banking services.
Moreover, if the increased power of County Trust would
impel independent banks in the County to seek affiliation with
.1ew York City banks, it is likely that it would also lead them
1
In some cases to seek mergers with other banks in the County. The
record indicates that both County Trust and its largest local
competitor, National Bank of Westchester, have been active in this
respect in recent years. Bank mergers within the County could, of
course, be accomplished without prior approval by the Board under
the Bark
Holding Company Act.
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-24In the light of the adverse effect of the proposed
transaction upon existing and potential competition between the
banks involved and upon present and future banking competition in
the areas concerned, it is the Board's judgment that the size and
extent of the proposed holding company system would extend beyond
limits consistent with preservation of competition in the field of
banking, and for the reasons heretofore indicated, would be inconsistent with the fifth statutory factor.
The New York statute. - As previously indicated, the Board
is of the -171-471-TaT-7
-175I-Ear to approval of the applications
is presented by reason of the existence of Article III-B of the New
York Banking Law. Question remains, however, as to the weight, if
any, that may be given to the fact that the New York statute,
assuming its validity, would prohibit consummation of the proposed
transaction until after May 1, 1959.
While the New York statute is not directed at the size
of a bank holding company, it limits the extent of a holding company
system by prohibiting acquisition by any corporation of the stock
of two or more banks not located in the same city or State banking
district. Accordingly, the State statute is relevant to consideration of the fifth statutory factor if that statute reflects a public
Policy of the State and if the Board is entitled to give weight to
that policy.
Despite its temporary nature, the New York statute, in the
Board's opinion, reflects the present policy of the State to forbid
bank holding company transactions of the kind here contemplated.
As a matter of fact, it is clear from the record that the statute
was specifically prompted by the particular proposal now under consideration.
That the policy of a State in this field was expected to
be
is suggested by section 3(b) of the Act, which requires
the Board to obtain the views of the appropriate State supervisory
authorities in cases in which stock of a State bank is to be acquired
bank holding company. While the banks whose stock would be
initially acquired by the Applicants in this case would be new
nalonal banks it is plain that two of the three operating banks
whlch would be brought into the holding company system are now
New York State banks.
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-25In the circumstances, it is the considered view of the
Board that, in considering the proposed transaction's effect on the
"public interest", it may properly take into account the fact that
the New York statute and related circumstances evidence a policy of
that State adverse to approval of the present applications. However,
the Board's decision in this case is not dependent upon the existtrice of the State statute or the policy of the State reflected by
that statute.
Conclusions. - On the basis of the findings of fact
heretofore stated, and after consideration of all arguments contained
in the record of the hearing, in briefs and memoranda submitted by
the parties, in statements made by the parties at oral arguments
before the Board, and in documents made a part of the record in this
Proceeding, including the initial and supplemental Reports and
Recommended Decisions of the Hearing Examiner, the Board concludes
that:
1. Facts pertinent to the first three statutory
factors, namely, financial history and condition of
the companies and banks concerned, their prospects,
and the character of their management, are consistent
with approval of the applications but do not provide
substantial affirmative grounds for such approval;
2. With respect to the fourth statutory factor,
the transaction for which the Board's approval is requested would probably contribute in some limited
measure to the convenience of the communities and
the area concerned and to that extent also to their
welfare; but the banking needs of the communities
and the area concerned are being satisfied by
existing banking institutions without the affiliations proposed by Applicants;
3. With respect to the fifth statutory factor, the
proposed transaction would "expand the size or extent
of the bank holding company system involved beyond limits
consistent with adequate and sound banking, the public
interest, and the preservation of competition in the
field of banking"; and
4. Adverse considerations relating to the fifth
statutory factor outweigh the favorable considerations
relating to the other factors, and, accordingly,
approval of the present applications would not be
consistent with the statutory factors required by section 3(c) of the Act to be considered by the Board.
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In reaching the above conclusions, the Board has considered,
in relation to the fifth statutory factor, the question whether the
Proposed transaction would violate section 7 of the Clayton Act,
and in this connection attention has been given to the Statement of
the Department of Justice with respect to this question. However,
since the Board has concluded that the application should not be
approved in the light of the standards stated in the Bank Holding
Company Act, it is unnecessary to determine whether the proposed
acquisitions of bank stocks would involve a violation of the Clayton
Act.
Question has been raised in this proceeding as to the
nature of the burden of proof imposed upon the Applicants. The
Hearing Examiner stated that "Under these circumstances the Applicants have not sustained the burden of establishing that the public
interest will be furthered by granting approval of the applications."
The Applicants assert that they have a burden of proof to "show
that their proposal is consistent with the statutory factors" and
that, having established a prima facie case in this respect, "it then
becomes necessary to review the record in the light of the 'preponderance of evidence', to ascertain whether there is substantial
evidence of sufficient weight to rebut Applicants' prima facie
ease." Assuming that Applicants have correctly stated the nature of
their burden of proof and that they have established a prima facie
case, the Board finds on the basis of the entire record that such
Prima facie case has been rebutted.
The findings of the Hearing Examiner, contained in his
SuPPlemental Report and Recommended Decision of February 20, 1958,
to the extent that they are consistent with those contained in this
Statement of the
Board, are hereby adopted. On the basis of these
4010Pted findings, and the findings by the Board as hereinbefore
set forth, it is
the judgment of the Board that the recommendation
of the Hearing Examiner, as contained in his Supplemental
Report,
should be adopted and that the applications must be denied; and it
18 so ordered.
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DISSENTING STATEMENT OF GOVERNORS VAR.DAMAN AND MILLS

Item No. 2
7/10/58

We agree with the other members of the Board that the
existence of a New York statute prohibiting the consummation of this
.-an does not preclude the Board from approving the pending applicaP]
tl°ns, if such approval is otherwise justified under the Bank Holding
Company Act of 1956. We also agree that there are no other legal
impediments to consideration of the applications on their merits.
Accordingly, the Board is required to determine, on the basis of the
record in this case and the applicable statutory provisions, whether
or not to approve the pending applications, taking into consideration
the several factors enumerated in section 3(c) of the Act.
A central purpose of the Act was to control the future
expansion of bank holding companies. Section 3(c) provides criteria
- ic) guide the Board of Governors, as the agency charged with administer11:1g the Act, in determining whether to approve or disapprove applicalons directed at the creation or expansion of bank holding companies.
Nothing in the Act can be construed as forbidding creation or
expansion of holding companies as an evil in itself, and it follows
that the regulatory body - the Board of Governors - should not block
proposed expansion of a legitimate enterprise unless it is clearly
in conflict with the statutory criteria prescribed by Congress.
In the present case, as far as the first three factors
trescribed by section 3(c) are concerned we agree with the majority
P
With respect to each of the organizations involved, financial
story and condition and prospects are good, as is the character of
11 1agement and proposed management. We further agree that these
2
. .•cumstances do not make approval of the pending plan either appro'1"
'
Prlate or inappropriate, from the viewpoint of the Holding Company Act.
The fourth factor enumerated in section 3(c) relates to the
k;onvenience, needs, and welfare" of the area concerned. The record
c emonstrates that the proposed plan would contribute to the convenience,
j
"e?ds, and welfare of Westchester County, the area that would be
IT'Incipally affected. Not only witnesses on behalf of the Applicants,
also disinterested Federal bank supervisory authorities, testified
at
,T the proposed affiliation would increase the services available to
'fle
of County Trust Company over a period of time.
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Up to this point, it is conceded by all, we face a situation
Presenting no factors adverse to the proposal and one very important
factor - the convenience, needs, and welfare of the area - that is
affirmatively favorable to the proposal. The majority of the Board,
however, have reached the conclusion that the fifth factor prescribed
by section 3(c) applies so unfavorably to the facts of this case as
to require denial of the application. We are compelled to disagree
w3..th the majority with respect to both (1) the interpretation of the
fifth factor of section 3(c), and (2) the application of that factor
to the facts disclosed by the record in this proceeding.
In discussions of the fifth factor, it is customary - perhaps
for the sake of brevity - to refer to it as the "preservation of cam.'
P?titio" factor. It is particularly important, however, to bear in
mind that section 3(c) does not proscribe every proposal that might
have some limiting effect upon competition in the field of banking.
The statute simply requires the Board to take into consideration
"o0•whether or not the effect of such acquisition...would
be to expand the size or extent of the bank holding
company system involved beyond limits consistent with
adequate and .sound banking, the public interest, and the
preservation of competition in the field of banking."
Our disagreement with the majority of the Board in this case
is based on a different interpretation of the Holding Company Act in
respect. The decision of the majority appears to rest on the
a dea that the Act was designed principally to preserve competition
:
.1-/1 the field of banking by preventing the expansion or creation of
,°1-ding company systems unless such expansion or creation could be
Justified by proof that it would affirmatively contribute to the
Public interest in some manner.
In our opinion, this is not the philosophy of the Bank
H°1-ding Company Act, and the crucial language of section 3(c)
Previously
quoted, supports our interpretation. Section 3 generally
ev idences a Congressional conclusion that uncontrolled expansion of
bank holding companies could be inimical to "adequate and sound bank.jc.1g, the public interest, and the preservation of competition in the
field of banking." In other words, Congress recognized that, unless
to regulation, a bank holding company system might "expand...
lSubject1,
limits" consistent with those objectives. The Board of
Go
a vernors
u
ernors of the Federal Reserve System was selected by Congress as
body
in
qualified to examine proposed expansions or creations of holdtg
i company systems and to determine, in each case, whether the part! ?ular proposal would result in a holding company system whose
size or extent" would exceed those limits.

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

Perhaps the difference in interpretation of the Act can be
put in another way. The majority appear to believe that, whenever a
proposed holding company acquisition might have even a limited effect
Upon banking competition, the fifth factor of section 3(c) dictates
disapproval, unless this "unfavorable" factor is outweighed by favorable considerations arising under one or more of the other four factors.
For example, the majority conceivably would approve the establishment
°f anew bank by a holding company in a community that greatly needed
banking facilities and had none, on the ground that the "needs and
welfare...of the area concerned" were so pressing as to outweigh any
unfavorable considerations under the fifth factor. Similarly, if an
existing bank was in weakened condition and had poor prospects, the
majority conceivably would approve its acquisition by a well-managed
holding company that gave promise of building up the weak bank into
a solid and serviceable institution. But in the absence of such
Co untervailing considerations, the majority appear to believe that
even a slight diminution of competition, in a limited field, is a fatal
Objection.
We do not regard the Holding Company Act as susceptible of
such a restrictive and negative interpretation. Congress did not set
1.113 "the preservation of competition" to the maximum possible extent
aS one of the objectives of this statute. The factor of competition
14as to become significant only if and when a holding company system
,
reatened to grow to such magnitude as to pass "beyond limits constant with...the preservation of competition in the field of banking."
l'Iort of that point, the Board of Governors is not justified in prevent11:1g a holding company acquisition on the ground that it might, to a
mlnor extent, diminish competition in the banking field.
In the instant case, it is difficult to see how the proposed
Plan could
reasonably be said to threaten the continued existence of
banking competition to the extent referred to in the Act - that is,
.to
expand the size and extent of the bank holding company system
ljvolved beyond limits consistent with...the preservation of competi4_ 1°11." As far as New York City proper is concerned, it cannot be contended
that
banking competition would be adversely affected by the circumstance that
the majority of the stock of one of the many large banks
'" that City was owned by a corporation that also owned the majority
Stock of a bank in Westchester County. The vigor and intensity of
??.mPetition in New York City would be in no significant way diminished
-LI this plan were consummated.
The only other area directly involved in this case is Westche ster
ci,
County, a prosperous suburban county immediately north of New York
11..7. In that area County Trust Company is presently the largest bank,
lit there are a number of other substantial and successful banking
'
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-4institutions. The record in this case contains little on which to
base a reasonable finding that competition among banks in Westchester
County would be materially diminished simply because the stock
of County Trust Company was owned by a corporation that also owned
the stock of a large bank in New York City. It is not sufficient
to talk in broad generalities about the enormous economic power
that would stand behind County Trust Company if it were owned by the
proposed First New York Corporation. It is our obligation to
examine the record realistically, and on that basis there is an
absence of persuasive explanation of how - in what specific ways the competitive situation in Westchester County would be adversely
affected by consummation of Applicants' plan.
The fact that the proposed holding company would be
considerably larger than any existing bank holding company is not
germane to any problem stemming from a concentration of banking
.:esources
1
in First New York Corporation. In the first place, a
±:arge segment of the domestic and foreign resources controlled by
Eirst National City Bank, the chief unit of the proposed system,
spread far beyond the area of banking competition under scrutiny
nci must, therefore, be excluded from consideration. More important,
°wever„ is the fact that Congress has not indicated that the magni11:1de of existing holding companies marks the maximum permissible
.V-ralts of size and extent. On the contrary, the Board is obligated
0.examine each situation presented to it in the light of its own
1:11que facts, and to decide on that basis alone whether the proposed
jPansion would be consistent with the legislative purpose reflected
'y the factors enumerated in section 3(c), by other provisions of
'Ile Act, and by its legislative history.

Z

Focusing analysis on the competitive situation in New York
CitY and in
Westchester County that would result from the creation
the proposed holding company systems there is no weighty evidence
orat competition would be unduly lessened or that the aggregate size
10,_ extent of the banking institutions to be controlled by First
aw York Corporation would be out of keeping with the character of
ciVcing business being conducted in the metropolitan area of New York
To hold otherwise would be tantamount to saying that entry into
hester County and comparable suburban areas around New York City
.t, (3111d be denied forever to any except the smaller New York City banks
might wish to extend the scope of their services through the
hold.
ng company device. Such position would confer preferred status
th
regard upon smaller New York City banks merely because of
,
a elr lesser size. The injustice of such reasoning and result is
earent from the views of the New York State Banking Department and
"e introduction in the New York Legislature of bills that recognize

C
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the general desirability of revising the banking district boundaries
in New York State so as to permit the regulated expansion of New
York City banks into suburban areas along lines that will preserve
their over-all competitive positions and allow an extension of their
banking services to clienteles already situated within the range of
their activities.
If commercial banking is to retain its proper place in the
scheme of financial institutions serving the American public, it is
Clearly appropriate that commercial banks be permitted to follow
their trade when not in conflict with the general public interest as
a resultant of an overwhelming market power. There is no evidence
that such overwhelming market power would result from the transactions
contemplated by the pending applications, the propriety of which is
supported by the opinions of such competent independent authorities
as the Comptroller of the Currency and the Federal Reserve Bank of
New York. Nor is there any doubt that the convenience and welfare
of the Westchester County area would be served by the creation and
operation of the proposed bank holding company system.
We conclude, therefore, that there is nothing substantial

in the record to support a finding that the plan under consideration

w(?uld produce anti-competitive effects, to a degree more than negligible, either in New York City or in Westchester County. But even
if the prospective effects upon competition, which actually are
inconsequential, were regarded as material in the aggregate, denial
Of the pending applications on this ground would not be justified.
vie•wed objectively, it is unreasonable to contend that ownership of
the stock of these banks by a holding company -would "expand the size
°I: extent of the bank holding company...beyond limits consistent
the preservation of competition" either in metropolitan New
'(.)rk City or in Westchester County, the relevant areas of competi1°n. An allegation that the intense banking competition in New
,
Icrk City would be lessened by the fact that First New York Corporation owned stock of County Trust Company of Westchester County
as well as stock of First National City Bank of New York cannot be
ustained. And similarly, the record is devoid of credible evidence
!
that the "preservation of competition" among the banks of Uestchester
2unty would be threatened by the proposed change in ownership of
6ne majority stock of County Trust Company.
The majority opinion recognizes that affiliations of the
kind here proposed might sharpen and intensify rivalry in Westchester
Coun
_
ty,but it forecloses this potential intensification of competition
un the ground that such affiliations "would not tend to preserve
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-6competition ...in the sense of maintaining a large number of independent alternative sources of banking services." There is
nothing in the Holding Company Act to indicate a Congressional
intent to give statutory protection and perpetuation to a "large
number of independent. .sources of banking services". The statute
refers simply to preservation of "competition", which most reasonably
refers to the vigor and intensity of competition, rather than to the
mere number of institutions.
In this connection, the majority acknowledge that the
proposed affiliation would enable County Trust Company to better its
services to Westchester County because of improved access to various
facilities of First National City Bank. Nevertheless, these benefits
are being denied in order "to preserve competition...in the sense of
maintaining a large number of independent alternative sources of
banking services". In other words, the status quo is to be maintained,
regardless of the fact that the proposal that is being rejected by the
Board would serve the convenience and welfare of the public that the
banks are chartered to serve. The Board's decision will withhold from
the public, to this extent, that constant improvement of banking and
fiduciary services which is necessary to the growth and development
Of modern communities; and this action is being taken in order to
Protect the vested interests of the existing banks in the area.
In enacting the Bank Holding Company Act of 1956, Congress
lats dealing with an area in which concentration of power through the
1(?lding company device had been subject theretofore to no legal
ilmitations, short of the sanctions of the antitrust laws as they
uld apply to acquisitions resultin7 in demonstrable violations of
ire Clayton Act or the Sherman Act. , The only Proceeding that has
i een brought against a bank holding company unaer tfte antitrust
(Transamerica Corporation v. Board of Governors of Federal Reserve -§"Ts-TeTn—TC.A. 3, 19536 F. 2d 163) demonstrated the diffiulties of controlling bank holding companies by this means. In
..bese circumstances, Congress recognized the possibility that hold!•11g-company control of banks could reach a point at which the size
y extent of a holding company system might be so great as to threaten
th
Public interest and the preservation of banking competition, withinvolving a provable violation of the antitrust laws. Accordingly,
subjected holding company expansion to the scrutiny of the Board
Governors, in accordance with prescribed standards. The Board was
directed to prohibit every expansion unless favorable considerations
:ere
found to justify it; on the contrary, the language of section 3(c)
ws that, with respect to competition, the Board was not to conSider a
proposed acquisition as undesirable from this point of view

r
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-7unless it appeared clearly that "the effect cf such acquisition...
would be to expand the size or extent of the bank holding company
system involved beyond limits consistent with...the preservation
Of competition in the field of banking."
The proposed affiliation would serve the convenience
and welfare of the area concerned by expanding and improving its
available banking services. The record reveals that the aggregate
effect of the proposed plan upon banking competition would be
minor, and that consummation of the plan would fall far short of
expanding the proposed bank holding company system beyond limits
consistent with the preservation of competition. Consequently,
in the admitted absence of any other adverse consideration that
would make consummation of the plan inappropriate under the Act,
the pending applications should be approved.
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UNITED STATES OF AMERICA
BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

Item No. 3
7/10/58

In the Matter of the Applications of

DOCKET NUMBERS

FIRST NEW YORK CORPORATION,
THE FIRST NATIONAL CITY BANK OF NEW YORK,
and
INTERNATIONAL BANKING CORPORATION

I

BHC
1
BHC - 2
BHC - 3

1

for prior approval of action to become
bank holding companies under Section 3
of the Bank Holding Company Act of 1956

1

ORDER DENYING APPLICATIONS
FOR PRIOR APPROVAL UNDER SECTION 3(a)(1)
There having come before the Board of Governors, pursuant
to section 3(a)(1) of the Bank Holding Company Act of 1956
(12 U.S.C. 1842) and section 4(a)(1) of the Board's Regulation Y
(12 CFR 222.4(a)(1)), applications on behalf of First New York
Corporation, a Delaware corporation with its principal office in
New York City, The First National City Bank of New York, New York
City, and International Banking Corporation, a Connecticut corporation with its principal office in New York City, for the Board's
Prior approval of action whereby each of such companies would become
a bank holding company under the Act; a hearing on said applications
having been held pursuant to section 7(a) of the Board's Regulation Y
(12 CFR 222.7(a)); opportunity having been given to all parties
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-2for the filing of proposed findings and conclusions; the Hearing
Examiner having filed a Report and Recommended Decision and a
Supplemental Report and Recommended Decision, in each of which he
recommended that said applications be denied; the Applicants and
The County Trust Company, White Plains, New York (a non-applicant
Party to this proceeding), having filed exceptions and briefs;
oral arguments having been presented to the Board; and all such
steps having been taken in accordance with the Board's Rules of
Practice for Formal Hearings (12 CFR 263),
IT IS HEREBY ORDERED, for the reasons set forth in the
accompanying Statement of the Board, that the applications of First
New York Corporation, The First National City Bank of New York, and
International Banking Corporation pursuant to section 3(a)(1) of the
Bank Holding Company Act of 1956, shall be, and hereby are, denied.
This 10th day of July 1958.
By order of the Board of, Governors.
Voting for this action: Chairman Martin, Vice Chairman Balderston,
and Governors Szymczak, Robertson, and Shepardson; voting against
this action: Governors Vardaman and Mills.

(Signed) S. R. Carpenter
S. R. Carpenter,
Secretary.
(SEAL)
W
ashington, D. C.
%hay 10,
1958.
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BOARD OF GOVERNORS
OF THE

Item No. 4

FEDERAL RESERVE SYSTEM

7/1058

WASHINGTON 25, D. C.
ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 10, 1958
nr. P. B. Wiltse, Vice President,
Federal Reserve rank of New York,
York 45, New York.
Dear Nr. Wiltse:
Enclosed are copies of letters calling for reports of
condition as of June 30, 1958, from the following foreign banking
and foreign financing corporations in the Second District operating
,
1111dor the provisions of Section 25 and Section 25(a) of the Federal
tteserve Act:
Bankers Company of New York
International Banking Corporation
florgan & Cie. Incorporated
American Overseas Finance Company
Dank of America
Chase International Investment Corporation
The First Dank of Boston (International)
IL.,3-80 enclosed is a copy of a letter to American Overseas Investing
vompany, Inc.
You will observe that the letters request that the reports
7?Talled
for
be submitted in duplicate to the Federal Reserve Bank of
Lgew
York for transmittal to the Board of Governors.
receipt of the reports it will be appreciated if you
Will
have
ave a proof made of the footings and obtain the correction of
"
7
1
obvious errors in the reports. Please foruard the original copy
the reports to the Board and retain a copy for your files.
A complete review of the reports will he made in the Board's
an :Ion of aaminations, and any correspondence which may be necessary
r
result
you
cr your . thereof will be initiated by the Board with a copy to
information.
Very truly yours,
(Signed) S. R. Carpenter
,rpent r,
R. C!.,
Secretary.
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FEDERAL RESERVE SYSTEM

5

7/10/58

WASHINCITON

4'47
OFFICE OF THE CHAIRMAN

Jay 10,

1958

The Honorable William L. Dawson,
C
hairman,
Comaittee on Government Operations,
House of Representatives)
1501 House Office Building,
Wa
shington, D. C.

MY

dear Mr. Chairman:

This letter refers to your request of June 27, 1958, for a
eport on H.R. 131514, "A Bill to amend the Employment Act of 19146 to
.
lalce the stabilization of the cost of living one of the explicit and
,
1;TarY aims of Federal economic policy." This bill is identical with
ientroduced in the Senate by Senator Bush, to which reference
in my letter to you of June 27, 1958 concerning H.R. 12785.

14:ol

or 101, Like S.28214, the bill H.R. 1315)4 would amend the Employment Act
7qo by adding language at three places in that Act to emphasize and
i;a
ar explicit the importance of stabilizing the cost of living and comti ing inflationary pressures. One such addition would be in the declarapolicy in section 2 of the Act, another would be in section 3(a)
wh?n
which°f
sets forth the items to be covered in the Economic Report of the
and the third would be in section h(a) which describes the
1"411fications of members of the Council of Economic Advisers.
When I appeared before the Committee on Finance of the United
States Senate on August 13,
1957, I stated in part:
"If the will is there, and it is demonstrated
convincingly to the American people, the cost of living
can be stabilized, interest rates will relax, and a
sufficient volume of savings will be encouraged to provide for the economic growth needed in this generation
and the next.
"This Committee and the Congress can contribute
greatly to that end by declaring resolutely--so that
all the world will know--that stabilization of the
"st of living is a primary aim of Federal economic
Policy.
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"The goal of price stability, now implicit in
the Employment Act, can be made explicit by a straight
forward declaration and directive to all agencies of
the Government that anti-inflationary actions are to
be taken promptly whenever the cost of living begins
to rise."
While careful consideration should be given to the wording
!I the directive suggested in the above statement, the Board would
flr?r an amendment which would make it explicit that national economic
t°.1.10Y
4011ar.is also concerned with preserving the purchasing power of the
,
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Sincerely yours,
(Signed) Win. MeC. Martin, Jr.
Wm. MeC. Martin, Jr.
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July 10, 1958

The Honorable J. W. Fulbright, Chairman,
Senate Committee on Banking and Currency,
United States Senate,
Washington 25, D. Ce
Dear Senator Fulbright:
This letter is in reply to your request for comment on
8 Res.
!
4
321 requesting the President to transmit to Congress prior
vu August 1$ 1958, a supplementary report under the Employment Act
°f 1946 setting forth current and foreseeable trends in levels of
Production,
employment, and purchasing power and such supplementary
?r revised
recommendations to achieve the policy declared in the
Itet as may be appropriate in the light of changed conditions in the
e°°11014y.
Fundamentally, this resolution raises the question whether
ren
,
,-°41,
ing procedures being followed under the Employment Act are
qUate to meet the Act's objectives. This question 1,7941 bound to
_Ilme up for review and reconsideration at soma point since the untain timing and amplitude of fluctuations of a dynamic market
eeo„
-cmy makes the reporting, projection, and policy recommendation
aasi
--gnment under the Act a most difficult problem. The Council of
-1 Advisers, which has primary responsibility for the assign40
"
01tu
-.:c
r", engages, of course, in continuous observation and analysis of
toonomie tendencies. However, any public reporting of prevailing
bercea and prospects, with policy recommendations, must necessarily
re Preceded by a thoroughgoing and time-consuming evaluation if the
3°rte are to make meaningful contributions to the Act's objectives
arirr,
'
ti keep to a minimum the risks of hasty and injudicious generalizaprn, with possible disruptive reactions in the economy's marketpr:!e$ The practice has gradually developed of limiting these cm"ell-sive studies to a once-a-year basis as provided by section 3(a)
or the Act.

r

4

The resolution would require the proposed interim report on
e
p.111
41:el
re_nt and foreseeable trends in levels of employment,production and
its,,'4;48ing power to set forth the data relating to levels and trends
r aS feasible in quantitative terms. In recent years the practic
azin- laws been to publish fully the data on past and current trends in
401141 Economic Reports but to refrain in them from forward projec113 of levels and trends in quantitative terms. In view of extreme
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The Honorable J. W. Fulbright
complexity of economic organization and processes and the inadequate
state of professional knowledge about economic projections, it is
11igh1Y questionable whether judgment projections should be set forth
,
4n quantitative terms. Experience has shown that such projections
can be no better than the judgment assumptions which underly them
and which are necessarily dated, and that, if incorrect assumptions
are made, the resulting projections can be misleading.
In conclusion, the Board doubts whether adoption of S. Res. 321
vould serve a constructive purpose.
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Sincerely yours,

WM. McC. Martin, Jr.

