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From: Office of the Secretary
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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
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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
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Chm. Martin
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Gov. Vardaman

Gov. Mills

Gov. Robertson

Gov. Balderston
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Minutes of the Board of Governors of the Federal Reserve System

on Tuesday, July 15, 1958. The Board met in the Board Room at 11:15 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Kenyon, Assistant Secretary

Mr. Fauver, Assistant Secretary

Mr. Hackley, General Counsel

Mr. Solomon, Assistant General Counsel

Mr. Hexter, Assistant General Counsel

Mr. Hostrup, Assistant Director, Division of

Examinations
Mr. Benner, Assistant Director, Division of

Examinations
Mr. Thompson, Supervisory Review Examiner, Division

of Examinations

Items circulated or distributed to the Board. The following items,

144ich had been circulated or distributed to the members of the Board and

'3131es of which are attached to these minutes under the respective item

litinibers indicated, were approved unanimously:

Letter to the Federation Bank and Trust Company,
4ev York, New York, approving the establishment

a branch at 80 Jamaica Avenue, Brooklyn,
l'illeident to its proposed merger with the Citizens

p44k of Brooklyn. (For transmittal through the
eder a1 Reserve Bank of New York)

Let+
-er to the American Trust Company, San Francisco,

ju-ifornia, extending the time within which it may

sZtablish a branch at Folsom Boulevard and 59th

t4eet, Sacramento, California. (For transmittal

()ugh the Federal Reserve Bank of San Francisco)

Item No.

1

2
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Discount rates. Unanimous approval was given to a telegram to

the Federal Reserve Bank of Boston approving the establishment without

Change by that Bank on July 14, 1958, of the rates on discounts and

dvances in its existing schedule.

Application of First Bank Stock Corporation. First Bank Stock

Corporation, Minneapolis, Minnesota, had applied, pursuant to section 3(a)(2)

O1 the Bank Holding Company Act of 1956, for the Board's prior approval

°f the acquisition of 1,190 of the 1,250 shares of capital stock of a

ProPosed new bank, the First Eastern Heights State Bank of Saint Paul,

St. Paul, Minnesota.

In response to the Board's request for his views, the Commissioner

c)r Banks for the State of Minnesota wrote in a rather noncommittal fashion,

stating that a charter for the First Eastern Heights State Bank of Saint

4-111 had been approved by the State Commerce Commission, of which he was

4 Member. He also stated that under Minnesota State law there is no

Prohibition against the acquisition of bank stock by holding companies,

that as an administrator of State law covering banking he must adhere to

the principles expressed and established by the State legislators, and

that
therefore he believed that his personal views and recommendations

101-13.d not be proper unless such authorization was permitted through

legislation.

The recommendation of the Federal Reserve Bank was favorable, the

Reserve Bank indicating that in its opinion the favorable factors outweighed

ether factors.
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The application was analyzed on the basis of all available

information in a memorandum from the Division of Examinations dated

J4ae 27, 1958, and in an attached supplemental memorandum, copies of

both of which had been distributed to the members of the Board. In the

light of the statutory factors required to be considered by the Board

14 a case of this kind, it was the recommendation of the Division that

the application be denied because (1) First Bank Stock's competitive

Position in the "east side" area of St. Paul and suburban communities,

the city of St. Paul, Ramsey County, and the greater St. Paul area was

stloh that it should not be strengthened unless there was a need of such

4rgency as to counterbalance the adverse consideration of its competitive

strength, and (2) while the convenience of the community would be served

by the establishment of the proposed bank, there was not a strong need

l'or the bank at this time.

In a memorandum dated July 9, 1958, which had also been dis-

tributed to the Board, the Legal Division expressed the opinion that the

clItta presented to the Board would legally support either approval or denial

°I' the application. After raising the question whether applicant's position

ill the twin cities of St. Paul and Minneapolis should be disregarded

eritirely, the memorandum went on to make some comparison between this case

culi the application of Wisconsin Bankshares Corporation to establish a

baht,
in the Southgate Shopping Center located near the city limits of

411%zaukee, an application which the Board had approved. It was believed,

11°Wever, that there would be no necessary inconsistency with the Southgate
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decision if if the Board should deny the pending application, because of

certain distinctions which were set forth. With respect to section 7 of

the Clayton Act, it did not appear to the Legal Division that the applicant's

ProPosed acquisition of the stock of the new bank would substantially lessen

e°74Petiti0n or tend to create a monopoly within the purview of that statute.

At the request of the Board, Mr. Hostrup reviewed the application

114 come detail in the light of the five statutory factors, his remarks

being based upon the information contained in the memorandum submitted by

the Division of Examinations. He stated that the case had been discussed

th°roughly with Mr. Masters, Director of the Division, and that the Division

lEt8 unanimous in its recommendation. Mr. Hostrup also noted that the

11111crest State Bank, a small new independent bank located 3.6 miles from

the Site of the proposed bank, had objected both to the chartering of the

bank by the State authorities and to the application now pending before

the Board. The principal grounds for objection were that (1) the proposed

b44k was not needed, and (2) it would have an adverse effect on the

(:)qetitive position of the Hillcrest State Bank, since First Bank Stock

00
'voration controls a large percentage of deposits in the immediate area

841 in St. Paul. In the opinion of the Division of Examinations, the

e8t4b1iehment of the proposed bank would not produce an unsouna banking

()11aition but could retard the progress of the Hillcrest State Bank to

13°Ibe extent.

Mr. Hostrup also brought out that the Minnesota Department of

-"erce had approved the organization of the proposed bank but more
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recently also approved the organization of a savings and loan association

la the area if the bank was not established by November 24, 1958, since it

concluded that there was a reasonable public demsna for either a savings

ama loan association or a bank in the proposed location, but not for both.

In summarizing, Mr. Hostrup said that after careful consideration

c3f the facts it was the conclusion of the Division of Examinations that the

aPPlicant's competitive position and concentration in all relevant areas

/318 so strong that it should not be further strengthened. While the

convenience of the community where the bank would be established no doubt

lioUld be served, there did not appear to be a strong enough need for the

b441t to counterbalance adverse factors relating to the applicant's strength

44d control of commercial banks.

Mr. Hackley, speaking on behalf of the Legal Division, stated that

14 some respects this case might be compared with the Southgate case where

there was also a high degree of concentration on the part of the applicant

44a where it was proposed to establish a new bank in a shopping center.

liovever, as had been pointed out, the question of need was somewhat

different in the two cases. In the Southgate case a larger area, larger

130P-I1ation, and a larger shopping area were involved, and this case did

not Present the same showing of need.

If the Board should be disposed to deny the application, Mr. Hackley

Balcly it might be desirable to give the applicant an opportunity to submit

rlirther views if it so desired, and in accordance with the usual procedure
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the Reserve Bank no doubt would be asked whether it wished to submit

further views. If, on the other hand, the Board were disposed to approve

the application, it might wish to consider whether the Hillcrest State

Bank should be given an opportunity to express further views.

Governor Balderston asked about First Bank Stock Corporation's

Percentage of controlled deposits at present compared with periods in the

Past, and Mr. Hostrup replied that its percentage of deposits had been

declining over the years. In the greater St. Paul area the percentage

cll'oP was from 69 to 54 in the period since 1930. 1/

Governor Balderston then inquired what significance Mr. Hostrup

telt should be attached to such a trend in the light of the fifth statutory

factor, and the latter replied that this point had come up for consideration

in several cases. He said it was the feeling of the Division of Exami-

aations that one must start with consideration of the present situation

alla then, looking into the future, consider what approval of the application

1k4uld. mean.

After Mr. Hostrup stated, in response to a further question by

Governor Balderston, that in the section of the city where the proposed

tlev bank would be located First Bank Stock Corporation had elided only one

ban
--, in recent years, and that by acquisition, Mr. Hexter stated that if

the Board should be inclined to think that First Bank Stock Corporation

1'48 in a long-run declining trend, that factor might affect the future.

It the Board was concerned whether the effect of acquisition of shares of

ProPosed new bank would be to extend the size of the holding company

-• It was found later that the percentages should have been cited as 67 and
55) respectively,
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beyond limits consistent with the preservation of competition and if the

Board then concluded that First Bank Stock Corporation was in a declining

trend, in his opinion that would be a proper consideration.

Governor Balderston asked if it was felt that competition in the

krt.% had lessened during the period of operations by First Bank Stock

e°rPoration, and Mr. Hostrup replied that he did not believe so. On the

Other hand, he found it difficult to believe that disapproval of the

4PA11cation would work toward any financial weakness on the part of the

EtPlolicant or its principal subsidiary bank in St. Paul.

The members of the Board then expressed their views beginning with

Governor Vardaman, who stated that he would favor granting the application.

Governor Mills said that he also would favor approval of the

4142Aoation. In explanation, he said that such action would be consistent

'41th the position he had taken on previous applications of rather similar

t Pe. Here, he said, the Board was dealing with a metropolitan area

111o1uding not only the city of St. Paul and its environs but also the

cilltiguous area of Minneapolis. He pointed out that the laws of Minnesota

1)l'oh1bit branch banking, which created a problem not found in States where

bl'eLnch banking is permitted and where banks generally have been permitted

to establish branches in a city or a metropolitan area so as to expand

barop.,
-'4.11g facilities within the area of immediate service. Governor Mills

licked that the site of the proposed new bank was 4-1/2 miles from the

(1°/111tovn section of St. Paul and termed this a long distance, particularly
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'when considered in the light of the fact that it has been customary to

Permit the establishment of branches within a few blocks of each other.

Re felt that it would be wrong to deny this particular area a bank when

the convenience of the public would be served by it.

Governor Mills went on to say that the Board has a line of precedents

that would support the desirability of approving this application, one

being the Southgate case. He also suggested that a relatively comparable

Precedent was to be found in the application of the Baystate Corporation

to acquire stock of a bank in Springfield, Massachusetts, and thus permit

the merger of that bank and one already controlled by the holding company.

In Rochester, Minnesota, where Northwest Bancorporation sought to establish

4 new bank which in essence would have been a branch of its existing

slksidiary bank the application was denied by majority vote, but there

lere two dissenting votes, including his own, and a dissenting opinion

/las filed.

Continuing, Governor Mills said that where, as in this case, there

is an application for the purpose of expanding the operations of a bank

4°1ding company to provide a minor banking service for the convenience

°t a community within a metropolitan area already served by the applicant

ecIllPany, he could not find any justifiable reason under the Bank Holding

e°11113an,Y Act for denying the application.

Governor Robertson said that he would support the recommendation

°I' the Division of Examinations for the reasons given by that Division.
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In essence, essence, he felt that the showing of need was not sufficiently great

to outweigh adverse considerations under the fifth statutory factor.

Governor Shepardson stated that he had not had an opportunity to

study the case thoroughly since returning from an out-of-town trip. At

Present, however, his inclination would be to go along with the Division

Of Examinations.

Governor Szymczak stated that he would support the Division of

48adnations, but Governor Balderston said he would vote to approve the

4PP1ication because of the reasons advanced by the Minneapolis Reserve

136-41t as to the future requirements of the area where the proposed bank

14°Ixid be located and because he found no evidence that over a period of

23 Years the operations of the applicant holding company had affected

eorapetition adversely.

Chairman Martin stated that he also would be inclined to approve

the aPplication.

Chairman Martin then referred to the Baystate application, and

Governor Mills recalled that the debate on that case centered around the

Pl'oDosed merger of two banks to create an institution that would be first

size in the Springfield area. In reaching a favorable decision, he

4814, the Board recognized the size of the merged institution but 
concluded

thet even so there would be effective competition in the community and the

BIArrounding area served by it, including the competition 
afforded by mutual

4tvings banks, so that the merged institution would not be placed 
in a

dclkinant position. In the present case, it would be very hard for him to
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Persuade himself that permission to First Bank Stock Corporation to

establish what would be in effect a branch to serve a community already

served by the holding company would be detrimental to competition or give

the applicant an overwhelming position in the competitive area which he

felt should properly be taken into consideration.

Governor Mills also noted that there had been no mention at this

ineeting of one factor which he considered very important, namely, the fact

that the Minnesota Mining and Manufacturing Corporation was in process of

erecting and developing a research center in the area where the proposed

ballk would be located, which upon completion would have something like

12,400 employees. He said he would differ with Mr. Hostrup to the extent

that where there is need for a bank, but not a marked need, he felt that

the Board should recognize the desire of the applicant and approve the

aPplication. Here, he felt that there was clearly a need and that it

ld be arbitrary to deny the application.

There followed comparisons by the staff of this case and others

°r a somewhat similar nature previously acted upon by the Board. During

this discussion Mr. Hackley pointed out that in the Baystate case the

l'esUlting transaction terminated the existence of a very large bank while

this case would involve the establishment of a small new bank and thereby

l'es1-11t in one additional banking outlet.

From the views which had been expressed, it appeared that at the

Pl'esent time a majority of the Board would be inclined to approve the

4PPl1cation of First Bank Stock Corporation.
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Chairman Martin Martin then suggested that, in accordance with the

customary procedure, the Legal Division be requested to draft for the

Board's consideration a majority statement, a dissenting statement,

84°1 an order of the Board. This would be with the understanding that,

it Possible, formal action would be taken by the Board on July 24, 1958,

alla with the further understarviing that no member of the Board had as

Yet actually voted on the application.

There followed a discussion of whether the Hillcrest State Bank,

'which had objected to the application, should be given an opportunity

to submit views in addition to those expressed in the letter which it

had addressed to the Board. During this discussion Mr. Hackley stated

that, logically speaking, the only way the Board could have assurance

that all views were of record would be to hold a hearing. However, in

this case he doubted whether a hearing or further views from the Hillcrest

State Bank would add any factual information of consequence to that

already available. If, on the other hand, the case should go to the

e°4rts, there might be a better chance of the Board's decision being

84Stained if the further views of that bank were sought and placed on

e 0 isd

From the discussion it appeared that the majority of the Board

Q°4cUrred in the view that an invitation to the Hillcrest Bank to submit

a•ciditional views would not be likely to add any further factual information.

There was also some discussion of the procedure followed in

l'ecc)rding votes in cases under the Bank Holding Company Act, during which
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Governor Vardaman referred to the application of General Contract

Corporation, St. Louis, Missouri, for section 4(0(6) determinations

vith respect to certain nonbanking subsidiaries sod stated that if he

had been present when that case was decided he would have voted contrary

to the decision reached by the majority of the Board.

Thereupon, agreement was expressed with the procedure suggested

by 
Chairman Martin and it was understood that the matter would come up

for formal action as soon as the documents to be drafted by the Legal

tivision were available.

All of the members of the staff except Messrs. Kenyon and Fauver

then withdrew from the meeting.

Processing of reports of examination of Federal Reserve Banks.

4°vern0r ghepardson presented for consideration, with his favorable

l'ecommendation, a proposed revised procedure for the review of reports

Of
examination of Federal Reserve Banks. This procedure contemplated

that as soon as practicable after receipt of the confidential memoranda

°I' each examination from the Chief Federal Reserve Examiner there would

be circulated to the members of the Board (a) the report proper, (b) the

t/4' confidential memoranda, and (c) a memorandum from the Division of

1)(6231illations containing information from the report regarding matters

l'egtliring action or other matters of interest to the Board. Included

e'ls° would be the letter from the Reserve Bank covering consideration of

the report by the Board of Directors or a proposed letter to the Chairman

(11' the Board of Directors requesting advice of such consideration. In
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addition, in appropriate cases there would be included a letter from the

Iklard requesting any necessary corrective action. After circulation, the

r'ePort of examination and accompanying papers would be placed on the agenda

tor a meeting of the Board, and the Board's consideration of the examination

Irouid be reflected in its minutes. Matters such as those pertaining to

43-aagement could be reserved for discussion in executive session.

Following a statement by Governor Shepardson during which he

r'eferred to the changes from present procedure that would be involved, the

Pr'oposed procedure which he outlined was approved unanimously.

The meeting then adjourned.

Secretary's Note: Governor Shepardson today

approved on behalf of the Board the following

items:

, Memoranda from appropriate individuals concerned recommending th
at

resignation of Wayne A. Pollard, Assistant Chief, Fiscal Secti
on,

J.I'fice of the Controller, be accepted effective July 11, 1958, and that

1;'lle resignation of John F. Rolph, III, Legal Assistant in the Legal

vision, be accepted effective July 18, 1958.

a Letter to the Federal Reserve Bank of Cleveland (attached Item 
No. 3)

13Proving the appointment of Duane David Kryz as assistant examiner.

i Memorandum from Mr. Fauver dated July 15, 1958, recommending tha
t an

„rivitation to students from the Center for Latin American Monetary
 Studies

i4) visit the Board's offices be extended for the week of September 15-19,
and that certain expenditures incident to the visit be authori

zed,

_Ileluding a luncheon for the students in the Board's dining rooms, the

'oat of translating facilities, and other minor items.

Assistant Secretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Federation Bank and Trust Company,
New York, New York.

Gentlemen:

Item No. 1
7/15/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 15, 1958

Pursuant to your request submitted through the

Federal Reserve Bank of New York, the Board of Governors

approves the establishment of a branch at 80 Jamaica

Avenue, Brooklyn, New York, by Federation Bank and Trust

Company, New York, New York. This consent is given

provided

a. the merger with the Citizens Bank of Brooklyn,

Brooklyn, New York, is effected substantially

in accordance with the terms of the Plan of

Merger dated June 10, 1958;

b. shares of stock acquired from dissenting share-

holders are disposed of within six months after

date of acquisition;

c. the branch is established within six months

from the date of this letter; and

d. that formal approval of the State authorities

is effective at the time the branch is established.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
American Trust Company,
San Francisco, California.

Gentlemen:

Item No. 2
7/15/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

Jay 15, 1958

Pursuant to your request submitted through
the Federal Reserve Bank of San Francisco, the Board
of Governors extends for one year from the date of this
letter the time within which American Trust Company may
establish a branch in the vicinity of the intersection
of Folsom Boulevard and 59th Street, Sacramento,
California, under authority contained in the Board's
letter of July- 16, 1957.

Very truly- yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. Paul C. Stetzelberger, Vice President,

Federal Reserve Bank of Cleveland,

Cleveland 1, Ohio.

Dear ix. Stetzelberger:

Item No. 3
7/15/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

In accordance with the request contained in

your letter of July 9, 1958, the Board approves the

appointment of Duane David Kryz as an assistant exami
ner

for the Federal Reserve Bank of Cleveland. Please ad-

vise as to the date on which the appointment is made

effective.

Very truly yours,

(Signed) Kenneth -IL Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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