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Minutes of the Board of Governors of the Federal Reserve System

on Friday, June 26, 1959.

PRESENT: Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

The Board met in the

Martin, Chairman 1/

Balderston, Vice Chairman
Szymczak
Mills
Robertson
Shepardson 2/

King 3/

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

Mr.
Mr.

Mr.

Mr.

Mr.

Mr.

Mr.

Board Room at 10:00

Sherman, Secretary
Kenyon, Assistant Secretary
Riefler, Assistant to the Chairman

Thomas, Economic Adviser to the Board

Hackley, General Counsel
Farrell, Director, Division of Bank

Operations
Shay, Legislative Counsel
Noyes, Adviser, Division of Research

and Statistics
Nelson, Assistant Director,
of Examinations
Benner, Assistant Director,
of Examinations
Daniels, Assistant Director,
of Bank Operations
Thompson, Supervisory Review
Division of Exeminations

Fisher, Economist, Division of Research

and Statistics

Division

Division

Division

Examiner,

a•m•

Discount rates. The establishment without change by the Federal

Ile8,,
'I've Banks of New York, Cleveland, Richmond, Chicago, St. Louis, and

ball 
as on June 25, 1959, of the rates on discounts and advances in their

ng schedules was approved unanimously, with the understanding that

oPriate advice would be sent to those Banks.

from meeting and reentered at points indicated in minutes.
`/ Attended afternoon session only.

4ttended morning seseion only.
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Items circulated or distributed to the Board. The following

items, which had been circulated or distributed to the members of the

Board and copies of which are attached to these minutes under the

respective item numbers indicated, were approved unanimously:

Item No.

tter to the Chemical Corn Exchange Bank, New York, 1
l el.; York, approving the establishment of a branch at
-L10 Maiden Lane.

,utter to the Federal Reserve Bank of New York with 2
',Iegard to the status of the Amalgamated Clothing
°rkers of America under the Bank Holding Company Act.

tter to the State Bank of Plainfield, Plainfield, 3
4elg Jersey, approving its application for membership
4'11 the Federal Reserve System.

idetter to The First Pennsylvania Banking and Trust
01°"arlY, Philadelphia, Pennsylvania, interposing no
ar:Jection to the retention of 50 shares of stock
11 ii-cluired incident to its merger with Huntingdon Valley
--et Company, Huntingdon Valley, Pennsylvania.

°hio
Letter to The Peoples-Merchants Trust Company, Canton, 5

consenting to its absorption of The Farmers State
ke 4 Of Wilmot, Wilmot, Ohio, and approving the establish-

Of a branch in Wilmot.

Lettec r to the County Bank of Santa Cruz, Santa Cruz,

1.4 /41*0rhia, approving the establishment of a branch
-eat Santa Cruz.

1.Zer to the Comptroller of the Currency requesting 7
lie: an order be placed for the printing of Federal

Qerve notes.

In a brief discussion preceding approval of Item No. 7, it

%4 43
noted that the printing order for the fiscal year 1960 called for

592 notes with a face value of $6.8 billion, as compared with

4

6
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an order for the fiscal year 1959 which called for 452 million notes

'41th a face value of $5.5 billion. The increase was accounted for by

(1) the fact that the order for the fiscal year 1959 was about 80 million

11°tes under actual use, (2) an increase of about 50 million notes in

estimated issues, and (3) inclusion in the order of about 10 million

11°tes of the $5 denomination above estimated needs in order to maintain

the combined stock of Federal Reserve notes and Treasury bills of such

nomination at a two-year level pursuant to the emergency planning

Pis°gram• The stock of $5 Treasury bills, it was explained, had fallen

8°r'svhat lover than desired for emergency purposes due to reduced

aDPropriations, and an effort therefore was being made to build up the

tlt"k Of $5 Federal Reserve notes proportionately.

Application to organize a national bank at Jacksonville Beach

(Item v
The Comptroller of the Currency had requested the views

" the Federal Reserve with respect to an application to organize a

Ilati°nal bank at Jacksonville Beach, Florida. On the basis of a field

igation, the Federal Reserve Bank of Atlanta suggested an untaimr-

able recommendation, and the Division of Examinations concurred in that

vie .
There had been circulated to the Board a draft of letter to the

Comp 
tl'oller containing the recommendation that the application be denied.

During a discussion of the matter, Governor Mills said it was

his 4

-traDression that a recommendation against granting the application,

it that should be the Board's decision, should rest primarily on the
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relatively small size of the community since the organizers appeared to

be a respectable and conscientious group with considerable financial

resPonsibility. On the other hand the community, presently served by

a State bank and a small savings and loan association, did not appear

to be 
of a type that would generate too much in the way of financial

resources, and the question seemed to be whether there was Justification

fOr the organization of a second bank.

Governor Robertson commented that it seemed questionable whether

the existing bank was doing a particularly good job, which suggested the

desirability of providing competition. However, the principal funds for

the Proposed new bank apparently were coming from an out-of-State source

and the banking record of the individual concerned in other areas was not

1111Pres8ive. This factor, he said, had been instrumental in causing him

ea n toward an unfavorable recommendation.

Chairman Martin commented that his thinking was not sufficiently

1111 to make him want to go contrary to the recommendation of the Federal

R"erlfe Bank of Atlanta. After referring to the difficulty involved in

reaching a judgment on matters from a distance, he added that it is quite

difficult to judge whether an

t° the 
community. Where such

seem questionable whether the

to

existing bank is rendering proper service

a bank is providing good service, it would

organization of another bank merely to

arr°1sd co/Vetition is in the public interest. In making this comment,

he bro,,
'wit out that he had in mind the characteristics of the banking
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which distinguish it from the ordinary retail trade operation.

The Chairman went on to express the view that the factors involved in an

BPPlication for a new bank charter usually can be evaluated best by the

Pederal Reserve Bank of the district because of its familiarity with the

local environment.

Question then was raised regarding possible revision of the

language of the proposed letter to the Comptroller of the Currency.

Atter a reading of the letter, however, the question was not pressed.

14 this connection, the view was expressed that the principal point was

'Whether or not the Board recommended favorably on the application, for

the basic decision fell within the jurisdiction of the Comptroller, Who

uoula be expected to evaluate all of the aspects of the proposal.

Governor Mills stated that his inclination would be to go

118ainst the recommendation of the Reserve Bank in this case, but that

i1141811111dh as the final decision rested with the Comptroller, rather than

the Board, he was not adamant in his position.

The proposed letter to the Comptroller of the Currency, a copy

Or
wldeh is attached as Item No. 8, then was approved.

Proposed fee for legal services. There had been circulated to

the Board a file relating to a request by the Federal Reserve Bank of

Chtc
-tso for approval of a payment to Holt and Kearney, tax counsel, for

tervi

re du
cea to be rendered in connection with endeavoring to obtain a

"ion in the valuation placed upon the Reserve Bank's head office

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



6/26/59 -6-

incident to the quadrennial tax assessment. The proposed

arrangement contemplated payment of a flat fee of $10,000.

In discussion, Governor Balderston recalled the concern he had

felt When a similar proposal, on a contingent fee basis, was approved

bY the Board in 1955. He pointed out that it appeared to be the practice

°f the Chicago authorities to overassess, Which afforded counsel

81)ee1a1izing in such matters an opportunity, in effect, to collect a

fee for services rendered in arriving at an appropriate valuation. In

°Ile sense, it might be said that the Reserve Bank should take the steps

Ileeessary to obtain the savings derivable from a reduction in the valu-

ati°n of its property, but from another point of view the practice

Beemed to border on "crossing somebody's palm." In substance, the

l'etem44--4,on of tax counsel amounted to paying a part of the first year's

sayi
riE from a reduced tax assessment for the quadrennial period.

Governor Robertson then raised similar questions, including

*ether it would be preferable for the Reserve Bank, if necessary, to

1)aY taxes on the basis of the original valuation of its property rather

thall
to enter into an arrangement with tax counsel, following which he

ilcsted that the last time this

as 
his duties at the

44.01,4.
be desirable to discuss

question arose President Allen had not

Chicago Bank. This suggested that it

the matter with Mr. Allen before the

lied arrangement was entered into by the Bank.

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



6/26/59 -7-

Accordingly, it was agreed to defer action on the request for

aPProval of the proposed payment to tax counsel until the matter had

been discussed with President Allen on the occasion of his next trip

to 
Washington.

1.12R9rt on S. 57 (Item No. 9). The Bureau of the Budget had

I'equested the Board's views on S. 57, an omnibus housing bill now before

the President. A memorandum from Mr. Young dated June 25, 1959, copies

°t /kith had been distributed to the Board, pointed out that the bill

incorporated a number of the features of the legislative draft on which

the Board commented when the legislation was under consideration by the

Senate and that the bill before the President vas generally more liberal

44d inclusive than the housing bill sponsored by the Administration. A

8114nar7 of the enrolled bill and a draft of letter to the Budget Bureau

submitted with Mr. Young's memorandum. The proposed letter would

cate that, although certain features of the bill were necessary and

esaential to the continuance of vital housing programs now under way,

the 1,4,,
-̀41-rd had strong reservations about provisions of the bill which

voulA
create marked inflationary pressures at a time when construction

1'4 at °r close to peak levels of activity. Furthermore, the draft

letter
- 'would point out, certain sections of the bill would liberalize

resvi
estate lending restrictions on banks and savings and loan associations

bezolla
--, prudent limits. In conclusion, the letter would state that since

the to
ar'd vas not in a position to evaluate fully the consequences that
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lit ensue if the bill were not approved, it would prefer not to express

at unequivocal judgment on the matter.

Governor Mills commented that the main question was whether the

Board should not take a position against approval of the enrolled bill.

It the event that the Board wished to refrain from taking such a position,

he
suggested concluding the proposed letter to the Bureau of the Budget

an expression to the effect that the Board preferred to reserve

Julignient as to whether the undesirable features of the bill might be

clItI4eighed by other considerations.

Messrs. Noyes and Thomas then discussed features of the enrolled

bill considered undesirable, along with the potential effects of such

111Thrisions on the economy and the credit situation, following which

Chail"man Martin inquired whether it was the view of the Board that a

in opposition to the enactment of the bill should be made to

the BIldget Bureau.

Governor Robertson indicated that he would prefer the draft

°t letter submitted to the Board, modified to the extent suggested by

°°17ernor ijj Although he agreed with the staff analysis of the

1411' he expressed doubt as to whether the Board should go further in

its
-loort than to point out the extent to which it regarded particular

is 
i(Ins of the proposed legislation as unfortunate, especially since

the Bon
vas not intimately fsmiliar with all of the problems in the

housi
4 field and therefore hardly in a position to render expert
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Judgment. Although some distinctions could be pointed out, the situation

/ft not greatly different from one that would prevail if the Board were

celled upon to comment with respect to bills providing for foreign aid

Or agricultural subsidies. The Board, Governor Robertson suggested,

11146t adjust its thinking to What the Congress desired in the way of

legislation in the housing field and should not step too far in the

diz'ection of attempting to influence Governmental programs outside the

area of its primary responsibility.

Comments by other members of the Board were similar to those

"'Pressed by Governor Robertson, the principal thought being that on

legislation of this kind the President must make his decision in the

Of all the facts laid before him, both economic and otherwise,

"d that it seemed questionable whether the Board vas called upon to

etelld itself too far into the field of housing legislation.

Accordingly, the proposed letter to the Bureau of the Budget,

iP4
in the manner suggested by Governor Mills at the outset of

th
e cliscussion, was approved unanimously. A copy of the letter sent

1511113Uallt to this action is attached as Item No. 9.

14.1". Fisher then withdrew from the meeting.

Mercantile Trust Company of St. Louis (Item No. 10). In a

lette,
to the Board dated April 30, 1959, Congressman Curtis of Missouri

lits.ted 
that a constituent had inquired whether the Board ever granted

reentile Trust Company of St. Louis permission to repurchase from
tbe me
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certain trustees stock of the Mercantile Commerce National Bank, and

the circumstances involved were reported to the Congressman in a letter

Bent over Vice Chairman Balderstonts signature on May 6. With a trans-

mittal note dated June 22, Congressman Curtis forwarded a letter from

Mr. ,
13rrn Moser dated June 19 requesting that the Congressman inquire

the the Board of Governors was going to order the Mercantile Trust

e°14PenY to divest itself of any interest in the national bank. There

had 
been distributed to the members of the Board a draft of reply to

C(Ingressman Curtis Which repeated the factual explanation contained in

the Vice Chairman's previous letter and pointed out that the specific

(14e8tion as to a violation of law by the trust company was involved in

nd1ng litigation and must be decided authoritatively by the court.

Following comments by Mr. Hackley, suggestions were made by

,tiors Mills and Robertson to eliminate certain portions of the

Prc:13°8ed reply to Congressman Curtis that were considered unnecessary
rOr c

larification of the specific point raised in Mr. Moser's letter.

There being agreement with these suggestions, unanimous approval

141.8 gi ev-n to a letter to Congressman Curtis in the form attached as
Ite

Nosin

Additional items circulated or distributed to the Board. The

'wing items, which had been circulated or distributed to the Board

e°Plea of which are attached under the respective item numbers

ated, were approved unanimously:
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Iliaetter to Mr. Arthur T. Roth, President of The Franklin

rational Bank, Franklin Square, New York, regarding his
,ecommendation that the maximum rate of interest payable

time and savings deposits under Regulation Q be
-4 creased to 3-1/2 per cent.

leetter to The Colonial Trust Company, Waterbury, Connecticut,
n8enting to its merger with The Citizens and Manufacturers

1‘..t,a ional Bank of Waterbury; letter to the Federal Reserve

;:uk of Boston concerning the merger and a proposed amendment
the trust company's by-laws to provide for "Associate

ulrectoro.

Letter to the Federal Reserve Bank of St. Louis
thqUestion of interpretation under Regulation U

e Lincoln Bank and Trust Company, Louisville,

Lett
er tothe the Deputy Comptroller of the Currency
80-called "Double Balance Savings Plan".

Item No.

11

12, 13

regarding 14
raised by
Kentucky.

regarding 15

At this point Chairman Martin withdrew from the meeting to keep

another
engagement and Miss Hart, Assistant Counsel, entered the room.

with Congressman Reuss. In a telegram dated

June 2
5, 1959, Congressman Reuss of Wisconsin referred to the fact that

bill
'4. 1120, relating to member bank reserve requirements, was coming

°n the floor of the House shortly and stated that he proposed to

Qff,
8n amendment to the bill. The amendment would state (1) that

the
rP°8e of tbQ legislation was to permit the Board of Governors to

move
inequities rather than to effect changes in the amount of bank

-'41t
' (c) that the Board, to the extent that it deemed an expansion

of ban,
t credit desirable, should accomplish the purpose in a manner

to debt management, by purchasing United States Government
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securities of varying maturities, and (3) that the Board, to the extent

it vas found necessary to counteract the effect of permitting vault cash

t° be counted as required reserves or of adjusting certain reserve

requirements downward, should accomplish this purpose as far as possible

by a corresponding increase in other reserve requirements, so as to

°bviate primary reliance on sales by the Federal Reserve System of

Uaited States Government securities. Mr. Reuss inquired whether the

11°411 would object to such an amendment and, if so, for what reasons.

There had been distributed to the members of the Board copies

or a draft of reply, in form of a telegram, which would express objection

t° the proposed amendment because it would materially alter the flexi-

bIlitY provided by the Federal Reserve Act with respect to the Board's

e4th°rity over reserve requirements of member banks. The authority to

reserve requirements would be in effect removed or so circum-

eeribed as 
40 
4._

prevent its use on occasions when member banks needed

4441.tional 
reserves to meet the monetary needs of the economy and at

the 
same time maintain earnings sufficient to enable them to provide

eallential services. A large gold outflow, reducing the reserves of
both 

mether banks and the Federal Reserve Banks, would provide an

413Propriate reason for lowering reserve requirements, and long-run

RboVt4 in the economy, particularly if not accompanied by a corresponding

t"reaae in the public debt, might provide another reason for lowering

l'ellerlie re
quirements from time to time.
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In discussion it was pointed out that Congressman Reuss'

szlenciment was based on an apparent misunderstanding of the relationship

between central bank actions and the debt management function. Also/

the amendment would constitute an attempt to dictate by lawrthe use of

13°1iCY instruments that essentially should be left to administrative

discretion. In this connection, Governor Robertson suggested bringing

°Ut ra°re specifically in the reply to Mr. Reuss that it is impossible

to 
tell in advance which policy instrument will be most appropriate to

ineet a particular condition arising in the economy. Governor Robertson

also noted that the Board's reply probably would find its way into the

1211blic record and that the amendment proposed by Mr. Reuss made reference

t° the purchase of Government securities of varying maturities, which

gested comment on this point.

On the basis of these and other suggestions, it was agreed that

a 
' 
r.-.

vlsed draft of reply, cast in the form of a letter, would be sub-

Illitted for the Board's consideration at a session this afternoon. Governor

411g commented that he would not be present at this afternoon's session

hecau.
Qe of previous plans but that a letter phrased along the lines

gested during this discussion would be agreeable to him.

Messrs. Thomas and Shay then withdrew from the meeting.

Additional  items circulated to the Board. The following additional

item.
--) which had been circulated to the Board and copies of which are

1 under the respective item numbers indicated, were approved

11441-1flously:
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Item No.

Letter to The Parker Banking Company, Parker 16
Indiana, approving an investment in bank premises.

Ioetter to the Webster Groves Trust Company, Webster 17
"vee, Missouri, approving an investment in bankpr
emises.

ttter to the Southern Arizona Bank and Trust Company, 18

b on, Arizona, approving the establishment of a
--anch at Speedway Boulevard and Wilmot Road.

1122Orleans Branch building matter. There had been circulated

to the members of the Board a draft of telegram to the Federal Reserve

3384k of Atlanta Which would indicate that the Board interposed no

Nection to the proposed demolition of the Sewage and Water Building

°4 the New Orleans Branch building site.

During the discussion of this matter, Governor King commented

that he would not want to delay the branch building project, for a new

blinding was badly needed, and that in his opinion the demolition of

the
 
Sewage and Water Building was probably an appropriate step. On the

basi.
'I of the file that had been circulated however, there existed in

Mind some doubt as to whether it would be evident, under scrutiny,

that

his

the decision of the branch directors was sound. It might be asked,
to
t xemple, whether the opinion that the building could not be sold

anY substantial price could be substantiated. Further, if the

13113118 Of the Reserve Bank did not contemplate immediate use of the land

44 the building was situated, an inquirer might ask why efforts

riot 
been made to lease space in the building for the interim period.
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In the light of these questions raised by Governor King, it was

the view of the Board that it would be desirable for the record to be

c°mPlete and clear. It was agreed, therefore, to defer action on the

1)1*()Posed telegram to the Federal Reserve Bank of Atlanta, and Governor

4Ing vas requested to confer with the Reserve Bank with a view to

°btatning clarification of the matter. It was understood that the

Pis0P°1351 would then be reconsidered on the basis of the additional

iiltormation and Governor King's recommendation.

Messrs. Farrell, Noyes, and Daniels then withdrew from the

4eeting.

Question of interpretation under Regulation U (Item No. 19). 

14 a telegram dated June 22, 1959, the Federal Reserve Bank of San Francisco

Btated that a member bank had inquired, relative to Regulation U, Whether

ic)an 'would be considered indirectly secured by stock if the bank had

obtained an agreement in letter form to the effect that as long as any

Portio11 of the loan remained outstanding the borrower would not sell,

131edge, or encumber the stock acquired with the proceeds of the loan

14-thout the prior consent of the bank. The Reserve Bank noted that a

ection of Regulation U in the form in which it was originally published

in the 
Federal Register dealt with this question but that this section

14" tot included in the Regulation in the form in which it became

efreetive June 15, 1959*
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A draft of reply to the Reserve Bank, Which had been distributed

to the Board, advised that the Board had consistently taken the position

in unpublished interpretations that loans made in unsecured form to

borrowers Who agreed to hold stock available to the lending bank in

certain circumstances were loans indirectly secured by the stock, even

though the agreement with the borrower did not constitute a pledge. The

telegram also advised that the proposed section of Regulation U dealing

With this question was dropped for technical reasons and that its

°mission did not indicate a change in position on the part of the Board.

After agreement had been expressed with a technical change in

the language of the proposed reply suggested by Mr. Hackley, unanimous

2212Za!al was given to a telegram to the Federal Reserve Bank of San

l'ranoisco in the form attached as Item No. 19.

Mr. Benner then withdrew from the meeting.

Northwestern Mortgage Company. In accordance with the under-

standing at the meeting on June 24, 1959, there had been distributed to

the 
members of the Board, with a memorandum from Mr. Hackley dated

jIlrle 26, 1959, alternative drafts of statement regarding the request

r Northwest Bancorporation for a determination under section 4(c)(6)

of the Bank Holding Company Act with respect to Northwestern Mortgage

1.11Pany. The drafts were not in complete form and had been prepared

°IllY to facilitate further discussion of the case.
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Comments by members of the Board indicated that they desired

an opportunity to reflect further on the matter before expressing a

Judgment as to whether the requested determination should or should

not be granted. It was understood, therefore, that the drafts would

be edited and completed by the staff and that revised alternative drafts

voUld be presented to the Board for consideration at such time as this

and other section 14(c)(6) cases discussed at the June 24 meeting came

before the Board for final action.

The meeting then recessed and reconvened in the Board Room at

2200 p.m., at which time all of the members of the Board except Governor

ICIng were present. From the staff, Messrs. Sherman, Kenyon, Thurston,

Riefler, Thomas, Young, Hackley, Molony, and Noyes were present.

Correspondence with Congressman Reuss (Item No. 20). In accordance

Vith the understanding at this morningis session, there had been prepared

elld distributed to the members of the Board a revised draft of reply, in

letter form, to the telegram of June 25, 1959, in which Congressman Reuss

4" forth and requested comment on a proposed amendment to bill S. 1120,

l'elating to member bank reserve requirements.

The revised draft of reply was reviewed and several suggestions

Ver 
made for changes in language intended further to clarify the

position. Unanimous approval then was given to a letter to

C°41sessman Reuss in the form attached as Item No. 200 with the under-

etatiding that copies would be sent to Chairman Spence of the House
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Banking and Currency Committee and Chairman Brown of Subcommittee No. 2

Of the Banking and Currency Committee.

The meeting then adjourned.

Secretary's Note: In the absence of Governor
Shepardson, Governor Robertson approved the
following items on behalf of the Board on
June 25, 1959:

Memorandum from Mr. Marget, Director, Division of International
l'inance, dated May 21, 1959, recommending an increase in the basic annual
salary of Mary M. Maroney, Economist in that Division, from $6,885 to
7,035, effective June 28, 1959.

Memorandum from Mr. Noyes, Adviser, Divis
Statistics, dated June 16, 1959, recommending
annual salary of Mary Ann Shuler, Clerk-Stenog
rrom $,135 to $4,340, effective June 28, 1959
to 

Secretary.

ion of Research and
an increase in the basic
rapher in that Division,
, with a change in title

st Memorandum from Mr. Noyes, Adviser, Division of Research andw.
,istics, dated June 16, 1959, recommending the transfer of June E.

;arrell from the position of Clerk-Stenographer in the Division of
p7rsonnel Administration to the position of Clerk-Stenographer in the
s'Irision of Research and Statistics without change in her basic annual

411I-arY at the rate of $3,850, effective June 28, 1959.

Memorandum from Mr. Noyes, Adviser, Division of Research and
Stati8+4Ee ,-Lcs, dated June 18, 1959, recommending that Nancy H. Teeters,
bermist in that Division, be permitted to work through July 31, 1959,
' re beginning mternity leave.

Pursuant to the recommendations contained in
memoranda from appropriate individuals concerned,
Governor Shepardson today approved on behalf of
the Board increases in the basic annual salaries
of the following persons on the Board's staff,

effective June 28, 1959:
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Name and title
Basic annual salary

Division From To

Board Members Offices 

Madeline E. Benton, Secretary to Mr. Mills
Dorothy S. Mooney, Secretary to Mr. Robertson
!argaret N. Muehlhaus, Secretary to the Chairman
418ie M. Westman, Secretary to Mr. Shepardson
Helen B. Wolcott, Secretary to Mr. Balderston
toreen Dippre, Secretary to Mr. King
Gordon P. Johnson, Messenger

Office of the Secretary

Jaan V. Caulfield, Senior Records Clerk
Relen E. Cook, Supervisor, Bank and Miscellaneous
Records

Diane Quick, Minutes Clerk

Legal Division

Ilonald W. Farrell, Legal Assistant

Research and Statistics 

NDorothyI Bujno, Secretary
Dorothy Drake, Editorial Clerk
Cal'°1Yn B. Hammond, Statistical Clerk
u 1'Y John Katinas, Secretary
;a4eY Milner, Statistical Clerk
;elle Dixon navies, Statistical Clerk

_-1 Roberts, Clerk-Stenographer
le English Stewart, Librarian

K. Thompson, Economist

Bank Operations

Z, R ,
a-Lph Massey, Chief, Reserve Bank Operations

SectionL.1,4 -larie Phipps, Statistical Typist -
1). Ring, Technical Assistant

$ 7,510
7,510
7,750
7,510
7,510
6,030
3,825

$ 7,750
7,750
7,990
7,750
7,750
6,505
3,920

4,190 4,34o

5,24o
3,755

5,390
3,850

6,585 6,735

5,0090
40640
3,685
4,94o
3,850
4,o4o
4,o4o
5,280
9,530

10,370
3,970
7,990

eh ange in title from Clerk-Typist to Statistical Typist.

5,24o
4,790
3,780
5,090
3,945
4,135
4,135
5,43o
9,890

10,610
4,135
8,230
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ltry increases effective June 28, 1959 (continued) 

Basic annual salary
Name and title Division From To

Examinations

Doliglas L. Orre, Assistant Federal Reserve
Examiner

Personnel Administration

June E. Farrell, Clerk-Stenographer
Ann S. Gormus, Clerk-Stenographer
NencY E. Harcourt, Clerk-Stenographer
J°.hn J. Hart, Personnel Assistant
Anita L. Tidier, Clerk-Stenographer
Roberta M. Zeisz, Clerk-Stenographer

Administrative Services

Ruth M. Flowers, Charwoman
James Jackson, Laborer

D. Maddox, Guard
willa I. McChesney, Clerk-Stenographer
Ma P. Murphy, Mailing List Clerk
lAUth Jean Myers, Publications Clerk

$5,280 $5,43o

3,755
3,755
3,850
9,290

3,755
3,755

3,850
3,850

3,945
9,530
3,850
3,850

3,435 3,530
3,245 3,340

3,350 3,445

3,755 3,850
4,135 4,230
4,340 4,490

Governor Shepardson also noted on behalf of
the Board that an application for retirement,
effective July 1, 1959, had been filed by
Henry A. Bates, Messenger, Division of Admini-

strative Services, and had been approved.

Secretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Chemical Corn Exchange Bank
New York, New York.

Gentlemen:

Item No. 1
6/26/59 .

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 26, 1959

Pursuant to your request submitted through the
Federal Reserve Bank of New York, the Board of Governors
approves establishment of a branch at 110 Maiden Lane,
New York, New York, by Chemical Corn Exchange Bank, New
York, New York. This approval is given provided the
branch is established within one year from the date of
this letter and formal approval of State authorities is
effective at the time the branch is established.

Very truly yours,

(Signed) Kenneth A.

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

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr, Howard D. Crosse,
Assistant Vice President,
Federal Reserve Bank of New York,
New York 45, New York.

Dear Mr. Crosse:

Item No. 2
6/26/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE HOARD

June 26, 1959

This is with reference to your letter of June 12, enclosing
a letter of June 10 from Counsel for the Amalgamated Clothing Workers
°f America with respect to the status of that organization under the
B"ik Holding Company Act of 1956. Counsel for Amalgamated take issue
with the Board's statement that "a labor union is the collective
representative (or alter ego) of its members" and the reference to
the "identity of a labor union with its members", and on this basis
they state that the Board's conclusion that Amalgamated is a bank
h°1ding company "appears to be open to serious question".

The arguments presented by Amalgamated's Counsel and the
decisions cited have been examined, and it does not appear that said
arguments or authorities would justify the Board in changing its
,11,,iew that the relationship between the New York bank and the union
tails within the scope of section 2(a)(1) and that the relationship
uetween the Chicago bank and Amalgamated falls within the scope of
section 2(a)(3). In the Board's opinion, in view of the objectives
!nd terms of the Bank Holding Company Act and the structural organi-
zation of Amalgamated, (1) the beneficial interest of the members of
,A,ITIalgamated, as such, in the trusteed stock of the New York bank is
:qUivalent to beneficial interest therein on the part of the union,
jid (2) the beneficial interest of the union in the trusteed stock Of
" Chicago bank is equivalent to beneficial interest therein on the
Part of the members of the union.

However, the divergent views that havo been expressed by the
B°ard and by Counsel for Ainalr,amated, as outlined in the precedingpa 

and
only relate to certain alternative grounds for the Board's

jnelusion. As was brought out clearly in Ringen's letter, the
slc reasons for regarding Amalgamated as a bank holding company are

its relationship to the New York bank comes within the purview
c4. section 2(a)(3) of the Act and its relationship to the Chicago bank
r°Tes within the purview of section 2(a)(1). Neither of these
e'ationships is based upon "identity of a labor union with its
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

Mr, Howard Ds Crosse

memberso; in other words, the status of these relationships under
section 2(a)(3) and 2(a)(1)„ respectively, does not depend upon
the existence of such identity. Consequently, even if the arguments
Presented in the letter from Counsel for Amalgamated were accepted
as entirely valid, the union would still be a bank holding company
for reasons set forth in Mr. Ringen's letter that Counsel have not
questioned.

You are requested to inform Amalgamated of the Board's views,
as stated herein. You are also requested to mention again that the
extension of time for registration under the Bank Holding Company Act
will expire July 30, 1959.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 3
6/26/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 261 1959

(11qanization Committee,
State Bank of Plainfield,
Plainfield, New Jersey.

Gentlemen:

the 
The Board of Governors of the Federal Reserve System approves

aPplication made on behalf of State Bank of Plainfield, P
lainfield,

'4"1' Jersey, for stock in the Federal Reserve Bank of New York, effective

;1 when the bank opens for business under appropriate State author
i -

atlon, subject to the numbered conditions hereinafter set forth:

1. Such bank at all times shall conduct its business an
d

exercise its powers with due regard to the safety of

its depositors, and, except with the permission of

the Board of Governors of the Federal Reserve System,

such bank shall not cause or permit any change to be

made in the general character of its business or in

the scope of the corporate powers exercised by it at

the time of admission to membership.

2. The net capital and surplus funds of such bank s
hall

be adequate in relation to the character and c
ondition

of its assets and to its deposit liabilities and other

corporate responsibilities.

3. At the time of admission to membership, such
 bank

shall have paid-in and unimpaired capital stoc
k of

not less than 4500,000) and other capital 
funds of

not less than $5001000.

Darti_ In connection with the foregoing conditions 
of membership,

ileetn:Aalar attention is called to the provisions o
f the Board's

the ,ation H regarding membership of 
State banking institutions in

th_ l'ederal Reserve System, with especial reference to Section
 7

l'eof. A copy of the regulation is enclosed.
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State Bank of Plainfield -2-

If at any time a change in or amendment to the bank's charter
1.8 made, the bank should advise the Federal Reserve Bank, furnishing
"Pies of any documents involved, in order that it may be determined
!illether such change affects in any way the bank's status as a member of
the Federal Reserve System.

Acceptance of the conditions of membership contained in this
letter should be evidenced by a resolution adopted by the Board of
Directors and spread upon its minutes, and a certified copy of such
resolution, together with advice of compliance with the condition to be
!°mplied with prior to admission to membership, should be filed with the
Vederal Reserve Bank. Arrangements will thereupon be made to accept
Payment for an appropriate amount of Federal Reserve Bank stock, to
!ccept the deposit of the required reserve balance, and to issue the
4PPropriate amount of Federal Reserve Bank stock to the bank.

Ree, 
The time within which admission to membership in the Federal

‘Jerve System in the manner described may be accomplished is limited
Z? six months from the date of this letter, unless the bank applies to
„6111e Board and obtains an extension of time. When the Board is advised

at all of the requirements have been complied with and that the appro-
ffIate amount of Federal Reserve Bank stock has been issued to the ban!,:,
'4'3 Board will forward to the bank a formal certificate of membership
4-lithe Federal Reserve System.

The Board of Governors sincerely hopes that you will find

ZTbership in the System beneficial and your relations with the Reserve
ta lk Pleasant. The officers of the Federal Reserve Bank will be glad
Re assist you in establishing your relationships with the Federal
baserve System and at any time to discuss with representatives of your

Ilk means for making the services of the System most useful to you.

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,
The First Pennsylvania Banking
and Trust Company,

Philadelphia 1, Pennsylvania.

Gentlemen:

Item No. 4
6/26/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 260 1959

The Board of Governors will not object to the retention

1,),Y The First Pennsylvania Banking and Trust Company, Philadelphia,

rennsylvania, as unissued stock, of 50 shares of its own bank

!tock, acquired incident to the merger with Huntingdon Valley

'iatist Company, Huntingdon Valley, Pennsylvania. It is understood

that these 50 shares of stock will be issued at the earliest

Practicable time in connection with a stock dividend or sale of
new stock.

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,
The Peoples-Merchants Trust Company,

Canton, Ohio.

Gentlemen;

Item No. 5
6/26/59

ADDRESS OF CAL CORRESPONDENCE

TO THE HOARD

June 26, 1959

The Board of Governors of the Federal Reserve System
hereby gives its consent, under the provisions of Section 18(c)
of the Federal Deposit Insurance Act, to the absorption through
assumption of liabilities of The Farmers State Bank of Wilmot,
Wilmot, Ohio, by The Peoples-Merchants Trust Company, Canton,
Ohio, and approves the establishment of a branch in Wilmot,
Ohio, by The Peoples-Merchants Trust Company, provided:

(1) The proposed absorption by purchase of assets

and establishment of the branch are effected

within six months from the date of this letter,

substantially in accordance with the agreement

between the parties dated June 3, 1959;

(2) Investment securities and fixed assets acquired

from The Farmers State Bank of Wilmot are not

placed on the books of The Peoples-Merchants

Trust Company in amounts in excess of the market

value and the depreciated value for Federal in-

come tax purposes, respectively;

No securities are acquired from The Farmers

State Bank of Wilmot which are ineligible for

purchase by a member bank; and

Formal approval is obtained from the State

authorities.

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,
County Bank of Santa Cruz,
Santa Cruz, California.

Gentlemen:

Item No. 6
6/26/59

ADDHESS,OFFICIAL CORRESPONDENCE

TO THE BOARD

June 261 1959

Pursuant to your request submitted through the

Federal Reserve Bank of San Francisco, the Board of Governors

approves the establishment of a branch on Mission Street not

more than five blocks west of the intersection of Mission

Street and Bay Street in the West Santa Cruz area, Santa Cruz,

California, by County Bank of Santa Cruz, Santa Cruz, California.

This approval is given provided the branch is established within
one year from the date of this letter and formal approval of

State authorities is effective at the time the branch is 
estab-

lished,

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.

The Honorable,
(rille Comptroller of the Currency,
4-reasury Department,
Washington 25, D. C.

Item No. 7
6/26/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 26, 1959.

th It is respectfully requested that you place an ayder withe It
of Engraving and Printing for printing 591,648,000 FederalRe Bureau

notes (single units) of the 1950 Series during the fiscal
1,fe r ending June 30, 1960, in the amounts and denominations shown
—4-01,7 for the various Federal Reserve Banks:

Denomi- Number of Dollar

nation notes Amunt

Boston $5 8,280,000 $41,400,000

10 5,760,000 57,600,000
20 720,000 14,400,000
50 288,000 14,400,000

100 288,000 28,800,000

New York 5 20,520,000 102,600,000

10 60,040,000 600,400,000
20 7,560,000 151,200,000

50 1,728,000 86,400,000

100 1,440,000 144,000,000

Philadelphia 5 18,000,000 90,000,000

10 37,080,000 370,800,000

20 1,080,000 21,600,000
L-0> 1,008,000 50,400,000

100 432,000 43,200,000

Cleveland 5 14,040,000 70,200,000

10 10,440,000 104,400,000

20 2,520,000 50,400,000
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The Comptroller
-of the Currency 2

Denomi- Number of Dollar
nation notes Amount

Richmond .44;5 21,600,000 4,108,000,000
10 14,760,000 147,600,000
20 19,800,000 396,000,000

50 144,000 7,200,000

100 720,000 72,000,000

Atlanta 5 34,920,000 174,600,000
10 27,720,000 277,200,000
20 14,040,000 280,800,000

100 288,000 28,800,000

Chicago 5 28,000,000 140,000,000

10 38,440,000 384,400,000

20 17,560,000 3511200,000

50 720,000 36,000,000

100 288,000 28,800,000

St. Louis 5 6,40o,000 32,000,000
10 8,280,000 82,800,000
20 3,240,000 64,800,000
50 288,000 14,400,000

100 288,000 28,800,000

Minneapolis 5 7,560,000 37,800,000
10 9,360,000 93,600,000
20 7,560,000 151,200,000

100 288,000 28,800,000

Kansas City 5 12,600,000 63,000,000

10 8,640,000 86,400,000

20 8,640,000 172,800,000

50 288,000 14,400,000

100 288,000 28,800,000

Dallas 5 15,840,000 79,200,000

10 10,800,000 108,000,000

20 3,240,000 64,800,000

50 864,000 143,200,000

100 720,000 72,000,000

San Francisco 5 24,840,000 124,200,000

10 22,600,000 226,000,000

20 26,640,000 532,800,000

50 720,000 36,000,000

100 1,440,000 thill0001000
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The Comptroller
Of the Currency

Totals

Denonii-
nation 

10
20
50
100

- 3 -

Number of
notes

212,600,000
2531920,000
112,6001000
61048,000
6,480,000 

591,648,000

Respectfully,

Dollar
Amount 

$1,0631000,000
2,539,200,000
21252,000,000
302,400,000
648,000,000

$6, 8014, 600, 000

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

e°mPtroller of the Currency,
Treasury Department,
Washington 25, D. C.

Item No. 8
6/26/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 26, 1959

Attention Mr. W. M. Taylor,
Deputy Comptroller of the Currency.

boar Mr. Comptroller:

1.95Q Reference is made to a letter from your office dated December 30, 
enclosing copies of an application to organize a national bank at

le.ksonville Beach, Florida, and requesting a recommendation as to whether
1 not the application should be approved.

A report of investigation of the application made by an examiner
,4 th e Federal Reserve Bank of Atlanta indicates that the proposed capital
1-1;riructure of the bank would be adequate in relation to the anticipated vol-
12 of business. However, it does not appear that the future earnings

Z°41ects of the bank would be very favorable or that management could be
illg,,ded as satisfactory inasmuch as the proposed directors are lacking
ticialking experience and an executive officer has not been selected. The
Ele ing commercial bank seems to be furnishing reasonably satisfactory
'aces 
ot 

and there does not appear to be sufficient need to justifyherI rlte„ bank at this time. Accordingly, the Board of Governors does not
'4- Justified in recommending approval of the application.

The Board's Division of Examinations will be glad to discuss any48Pee+-s of this case with representatives of your office if you so desire.

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.

Item No. 9
6/26/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 26, 1959.

11r. Phillip S. Hughes,
Assistant Director for
Legislative Reference,

8ureau of the Budget,
Washington 25, D. C.

Dear Mr. Hughes:

The Bureau of the Budget has asked for the Board's

iews on the "Housing Act of 1959," now before the President.

The Board recognizes that certain features of the
bil1,, -a are necessary and essential to the continuance of vital

'4(3.using programs already under way. The Board, however, has
rorig reservations abbut other provisions of the bill which

"srad create marked inflationary pressures at a time when con-
Ill'ruction is at or close to peak levels of activity. Further-

1c3re, several sections of the bill would liberalize real estate

be 
restrictions on banks and savings and loan associations

eY°nd prudent limits.

The Board is not in a position to evaluate fully the
Cohn_
Th Qquences that would ensue if this bill were not approved.
4 refore, it prefers to reserve judgment as to whether the

lIcleeirable features of the bill may be outweighed by other con-

Sincerely yours,

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

The Honorable Thomas B. Curtis,
House of Representatives,
Washington 25, D. C.

1)0ar Mr. Curtis:

Item No. 10
6/26/59

OFFICE OF THE VICE CHAIRMAN

June 261 1959

This is in response to your letter of June 22 requesting
°0Mments with respect to an enclosed copy of a letter received by

Y°11 under date of June 19 from Mr. Byron Moser, St. Louis, Missouri,
th further reference to the subject of your letter of April 30 and

reply of May 6, 1959.

It appears from Mr. Moserts letter of June 19 that it is
his feeling that the Board of Governors should "order" the Mercantile
mUst Company of St. Louis to divest itself of any interest in the

'ercantile National Bank of that city.

As explained in my letter of May 6, the Mercantile Trust
b 
Com
„PanY once owned stock of the Mercantile Commerce National Bank,

0” in 1934 it transferred that stock to certain trustees with an
jPtion on the part of the Trust Company to repurchase the stock. In

tlIne 1951, the Trust Company exercised that option but immediately

Zansferred the stock of the national bank to another corporation,

h (I at the same time the stock of that corporation was placed in the

Trcth of trustees for the benefit of shareholders of the Trust Company.

t tls, the Trust Company itself presently has no ownership interest in

" stock of the national bank.

It appears, however, that Mr. Moser feels that the transaction

tr Y31 by which the Trust Company reacquired the stock and immediately
qrsferred it to another corporation involved a violation of provi-

llajs of the Banking Act of 1933. That Act made it unlawful for any

T,,-LonEt1 bank or State member bank of the Federal Reserve System (the

017111-1t Company is such a State member bank) to "purchase * * * for its

llot account * * * any shares of stock of any corporation". Whether or

to the circumstances surrounding the 1951 transaction wore such as

itecause it to be a "purchase" of the stock by the Trust Company "for

(tto °lin account" in violation of the law is a question which, as i
n-

ated in my letter of May 6, appears to be directly involved in
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11tigation now pending against the Trust Company; and it is, therefore,

'question to be authoritatively decided by court action.

It may be mentioned that, over a period of years, Mr. Moser

various occasions has written to the Board regarding this matter
and has discussed it with members of the Board and its staff.

Sincerely yours,

(Signed) C. Canby Balderston

C. Canby Balderston,
Vice Chairman.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, O. C.

Mr. Arthur T. Roth,
President,
The Franklin National Bank,
Franklin Square, New York.

Dear Mr. Roth:

Item No. 11
6/26/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 26, 1959.

Your letter of June 19, 1959 recommending that
the maximum permissible interest rates under the Boards

Regulation Q be increased to 3-1/2 per cent for time and

savings deposits has been brought to the attention of
the Board.

The subject of interest rates payable under

Regulation Q is one that is under continual study by
the Board and its staff, and it is currently following
that matter closely. You may be certain that the
Board will give careful consideration to all relevant
ractors in reaching any decision with respect to a
Change in the rates permitted under the regulation.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

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



BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
The Colonial Trust Company,
Waterbury, Connecticut.

Gentlemen:

Item No. 12
6/26/59

ADDRESS OFFICIAL CORRESPONDENCE.

TO THE BOARD

June 26, 1959.

Pursuant to your request submitted through the Federal

Reserve Bank of Boston, the Board of Governors hereby gives its

written consent, under the provisions of Section 18(c) of the

Federal Deposit Insurance Act, to the merger of The Citizens and

Manufacturers National Bank of Waterbury, Whterbury, Connecticu
t,

With and into The Colonial Trust Company, provided:

(1) The merger is effected substantially in accordance

with the merger agreement dated May 20, 1959, a

copy of which was submitted with your request,

(2) Formal approval of the appropriate State authorities

is obtained,

(3) The merger is effected within six months from t
he

date of this letter, and

(4) Any shares acquired by the bank from d
issenting

stockholders are sold or otherwise disposed of

within six months from the date of their acquisition.

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.

Item No. 13
6/26/59

ADDRESS OFFICiAL CORRESPONDENCE

TO THE SOARD

June 26, 1959

B. F. Groot, Vice President,
'ederal Reserve Bank of Boston,
?°s toll. 6, Massachusetts.

Dear Mr. Groot:

Reference is made to your letter of June 4, 1959, submitting the

Zquest of The Colonial Trust Company, Waterbury, Connecticut, for the con-

of the Board of Governors to the merger of that institution with The

4'izens and Manufacturers National Bank of Waterbury, Waterbury, Gonnec-,qctit.

tior, 
The Board of Governors has given consideration to the informa-

submitted and to your favorable recommendation and consents to the

bo'aPosed merger, as shown in the enclosed letter to be forwarded to the

of directors of the bank. Two copies of the letter are enclosed

Your use.

It is noted that the trust company proposes to amend its 
by-laws

aeL4s to provide for "Associate Directors" in addition to the directors

Acted by the stockholders. Attention is called to the Board's letter of

of 7, 1955 (S-1561; FRLS #3353), with respect to the listing of members

the isory boards and honorary directors in advertising material. 
Although

11(Wei associate directors would be without the right to vote, they 
would

keeet.functions normally conferred upon directors such as the right to 
attend

ings and take part in the proceedings. Service in this capacity and as

vi,on°rs, etc., of other banks or of securities companies 
might be in

ot l ion of section 8 of the Clayton Act or section 32 of the Banking Act

t:6cc-'3. In this connection, the use of the proposed title woild seem par-

coo;rrlY undesirable as the word "associate" implies coordinate 
or nearly

the—I-nate powers or rank. It is requested that you bring this matter to

attention of the trust company.

tlatas It is understood that Counsel for the Reserve Bank will review and

tY himself as to the legality of all steps taken to effect 
the merger.

e

Very truly yours,

Kenneth A. Kenyon,
Assistant Secretary.

t'W)7
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 14
6/26/59

ADDRESS orriciAL CORRESPONDENCE

TEl THE BOARD

June 26, 1959.

Mr. Geo. E. Kroner, Vice President,
Federal Reserve Bank of St. Louis,
St. Louis 66, Missouri.

,Dear Mr. Kroner:

This is in reply to your letter of June 4, 1959, which
enclosed a duplicated copy of a letter received from Mr. Deroy Scott,
Executive Vice President of the Lincoln Bank and Trust Company,
Louisville, Kentucky. Mr. Scott raised a question as to whether
the signatures of managers and assistant managers of the several
branches of his bank will meet the requirement of section 221.3(a)(2)
of Regulation U that a bank may rely upon a statement with respect
to the purpose of a loan only if such statement is "accepted in good
faith and signed by an officer of the bank as having been so accepted."
It should be noted that the term "an officer of the bank" is used in
! similar context in section 3(a) of the previous Regulation U. The
'erms of the revision which became effective on June 15, 1959, do not
suggest that the amendments to the regulation were intended to change
the meaning of this term.

Mr. Scott explains that his bank has five branches, each of
Which has a manager and an assistant manager who make loans on their

Zwn initiative, sign manager's checks, and have authority to conduct2e affairs of the branches. It is the view of the Board that under
these circnmstances the managers and assistant managers in question
Would he "officers of the bank" within the meaning of section 221.3(a)(2o 

Regulation U. It is perhaps significant in this connection that
171ection 1(a) of Regulation 0 defines the term "executive officer" to
ean "every officer of a member bank who participates or has authorityto 
 Participate in the operating management of the bank or any branch

thereof otherwise than in the capacity of a director of the bank,
cegardless of whether he has an official title or whether his title

jntains a designation of assistant." It is clear that the managers
cild assistant managers of branches of the Lincoln Bank and Trusto

4..mPanY would be executive officers within the meaning of this defini-,,i,ori.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,

Secretary.
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BOARD OF GOVERNORS
OF THE .

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 15
6/26/59 '

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 26, 1959.

he Honorable L. A. Jennings,
Ueputy Comptroller of the Currency,
°trice of the Comptroller of the Currency,
Washi ngton 25, D. C.

Dear Mr. Jennings:

This refers to your letter of May 26, 1959, enclosing
inf
..ormation with respect to the so-called "Double Balance Savings

:tan" which was presented to your office for approval. It is noted

171at you have referred this matter to the Board because State member

„Mks may be requested to participate in this program, and your

n-lice feels it is sufficiently important that the Board be aware

Your adverse position.

There is no Federal law similar to 12 U.S.C. 92 which
Would prohibit a State member bank from acting as insurance agent

14"..11 Places with a population of over 5,000. Therefore, even if it could

Li: established that a State member bank were acting in such capacity

,the proposed transactions, the Board would not feel justified inob
,_Jeeting to the practice unless it was determined that such activity
"u 

•
uld have an injurious effect upon the bank's general condition.

th 
It is noted that the bank will pay certain insurance premiums

event the depositor completes his savings program. The Board

with the position taken by your office that the payment of the

vinums by the bank would constitute an indirect payment of interest

cost to 
the meaning of section 3(a) of Regulation Q. Therefore, the

to the bank of the premium should be included in determining

Whether the maximum rate of interest has been exceeded.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
The Parker Banking Company,
Parker, Indiana.

Gentlemen:

Item No. 16
6/26/59

ADDRESS OFFICIAL C01.114ESPONDENCE

TO THE BOARD

June 26, 1959.

Pursuant to your request submitted through the

Federal Reserve Bank of Chicago, the Board of Governors of
the Federal Reserve System approves, under the provisions
of Section 24A of the Federal Reserve Act, an investment
in bank premises not to exceed $114,700, by The Parker
Banking Company, Parker, Indiana, for the purpose of con-

structing new banking quarters, which amount includes cost
of vault door, ventilator, after-hour depository, safe deposit

boxes, architect's fees, drapes, furniture and fixtures, etc.

It is understood that after application of building

reserves, and proposed charge-off of $25,000 to undivided

profits, completion of the buildirg program will result in
the capitalization of approximately $34,700, which amount will

represent the total carrying value of bank premises on the
books of the bank.

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,

Webster Groves Trust Company,

Webster Groves, Missouri.

Gentlemen:

Item No. 17 -
6/26/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 26, 1959.

Pursuant to your request submitted through

the Federal Reserve Bank of St. Louis, the Board of

Governors of the Federal Reserve System approves,

under the provisions of Section 24A of the Federal

Reserve Act, an additional investment in bank prem-

ises of not to exceed $11,000 by Webster Groves

Trust Company, Webster Groves, Missouri. This

amount is for the purpose of acquiring a piece of

land, now occupied under lease agreement, adjacent

to the bank's drive-in facility.

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,
Southern Arizona Bank and

Trust Company,

Tucson, Arizona.

Gentlemen:

Item No. 18
6/26/59

ADDRESS OFFACIAL CORRESPONDENCE

TO THE BOARD

June 26, 1959.

Pursuant to your request submitted through the

Federal Reserve Bank of Dallas, the Board of Governors of

the Federal Reserve System approves the establishment of

an in-town branch on the southwest corner of the inter-

section of Speedway Boulevard and Wilmot Road by Souther
n

Arizona Bank and Trust Company, Tucson, Arizona, prov
ided

the branch is established within one year of the date of

this letter and approval of State authorities is in effect

as of the date of the establishment of the branch.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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TELEGRAM
LEASED WIRE SERVICE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

June 26, 1959

Merritt - San Francisco

Item No. 19
6/26/59

Reurtel of June 22 re proposed section 221.3(0(3) of Regulation U.

Board has consistently taken position in unpublished interpreta-

tions that loans made in unsecured form to borrowers who agree to

hold stock available to bank in certain circumstances, as for

example under agreement not to sell, pledge, or encumber stock

without prior written consent of bank, are loans indirectly secured

by the stock, hence subject to Regulation U when made for purpose

of purchasing or carrying registered stocks, even though agreement

With borrower does not constitute pledge.

Proposed section 3(0(3) dealing with this question was dropped

froM amendments to Regulation U for technical reasons. Its omis-

aion does not indicate intention of Board to change this position.

(Signed) Merritt Sherman

Sherman
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WAS

The Honorable Henry S. Reuss,
House of Representatives,
Washington 25, D. C.

Dear Mr. Reuss:

Item No. 20
6/26/59

OFFICE OF THE CHAIRMAN

June 26, 1959.

This is in response to your telegram of June 25, 1959. The
Board would not favor your proposed amendment to S. 1120, a bill
relating to the reserves required to be maintained by member banks
°.1 the Federal Reserve System against deposits. The Board seriously
questions the practicality of your amendment on substantive grounds.

1. The proposed amendment specifically states that it
w°uld be helpful to debt management if the Federal Reserve System,
n

!

en it purchased U. S. Government securities to expand the credit
0 .”, bought from the public issues of varying maturities rather than

short-term securities. This misreads the problem of debt manage-
rt4,ent faced by this country. The problem is not that the public holds
k°0 many of U. S. issues of longer maturities, but rather that it

too few. The problem of maintaining our huge public debt with
p IllInimum of inflationary repercussions would be accentuated if the
lederal Reserve, when it bought U. S. Government securities, removed

erm issues from the market rather than short-term issues. It
the short-term issues which have been growing very rapidly in

aniume. Since in many aspects these are close substitutes for money,
e,_increase in the volume of such securities held by the public under
-vansionary economic conditions is conducive to inflationary pressures.

2. The proposed amendment appears to assume that debt manage-Irent wto ould be facilitated if the Federal Reserve System, when it acts
zoster an expansion of the money supply, should do so only by

e hasing U. S. Government securities rather than by lowering reserver„4exrrements. This would certainly not be true in all cases, for
resr,?1.131e, if one were dealing with the problem of long-run growth and a
cotg-ting possible inadequacy of gold in the reserve base. As the
in -.ry grows it may well be desirable to reduce the reserve percentages
cr2,rder that the banking system may be in a position to provide the

Iluit and the banking services required by the expanded economy.

led directions 
We question the desirability of writing into law such

1.ed directions as those contained in the proposed amendment.
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The Honorable Henry S. Reuss -2-

Decisions on which instruments of monetary policy to use and in what
combination lie at the heart of central banking. An advance direc-
tive by the Congress could not be appropriate for all special
situations that may arise in the future. The present provision of
law authorizing changes in reserve requirements was added to the
Federal Reserve Act to permit the flexibility needed to meet unfore-
seen situations as they arise.

With respect to the provision that the Board should offset
s-qY downward adjustments in some reserve requirements by upward

riustments in others, the Board in its testimony on the bill stated
AnY such change ff.e., counting vault cash as reserve.47 . . . .
iculd have to be put into effect gradually, and most likely be offsetb

adjustments in the reserve requirement percentages, as well as by

ZPen market operations." Under present conditions, a decrease in the
°tal volume of required reserves in our judgment is not called for.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

14m. McC. Martin, Jr.
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