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Minutes of the Board of Governors of the Federal Reserve System

on Thursday, January 14, 1960. The Board met in the Board Room at

10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman
Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Shepardson
Mr. King

Mr. Sherman, Secretary
Miss Carmichael, Assistant Secretary
Mr. Fauver, Assistant to the Board
Mr. Hackley, General Counsel
Mr. Farrell, Director, Division of Bank Operations

Mr. Hexter, Assistant General Counsel
Mr. Chase, Assistant General Counsel

Mr. Conkling, Assistant Director, Division of
Bank Operations

Mr. Masters, Associate Director, Division of
Examinations

Mr. Nelson, Assistant Director, Division of
Examinations

Discount rates. The establishment without change by the

—0-1. Reserve Bank of San Francisco on January 13, 1960, of the

tees 04 discounts and advances in its existing schedule was approved

144411i111°1-1s1Y, with the understanding that appropriate advice would be

sent to the Bank.

lItT_Iirculated to the Board. The following item, which had
been

imulated to the Board and copy of which is attached to these

111i4Utes as Item No. 1, was approved unanimously:

Letter to Bank of America, New York City,
approving an extension of time to purchase
Shares of Malaya Industrial Development
Finance Limited, Kuala Lumpur, Malaya.
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Report on S. 2609, Federal Deposit Insurance Corporation assess-

tent base bill. There had been distributed under date of January 4,

1960) a memorandum from Messrs. Conkling and Chase with draft letters

to 
Senator Robertson of Virginia, Chairman of the Senate Banking and

Currency Committee, and Mr. Wolcott, Chairman of the Federal Deposit

Insurance Corporation, concerning proposed legislation that would amend

the Federal Deposit Insurance Act. In a letter dated August 4, 1959,

Chairman Wolcott sent the Board copies of the latest draft of the

Pr°Posed legislation and asked for comments; on August 28, the Senate

13411king and Currency Committee requested the Board's views on bill

S.
2609, introduced by Senator Robertson on August 27. It was noted

14 the memorandum that the main portion (section 1) of S. 2609 was the

8414e as the Federal Deposit Insurance Corporation draft except for

the effective date, which had been advanced to February 1, 1961. In

sectiOn 1, the Federal Deposit Insurance Corporation proposed that

48 a simplified method for the computation of assessments, banks should

148e rePorts of condition for reporting deposit liabilities and take
statrit„,

--'11 percentage deductions in place of the present alternative

nlet114°U of deducting float and the present deduction or exclusion of

cash collateral. This proposal would require each insured bank to

'Avo reports of condition in each semiannual period to its
Fecie

1'41 auPervisory agency on dates selected by the three Federal
banki

ng agencies and require each insured national, District, and
State

°ember bank to furnish a copy of each report to the Corporation.
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Section 2-15, not included in the draft sent to the Board by the Federal

Deposit Insurance Corporation last August, covered so-called non-

controversial portions of the proposed Financial Institutions Act of

1957. Provisions of sections 2-15 pertained mostly to the clarification

of that part of the Federal Deposit Insurance Act having to do with

Closed 
banks by adding phrases or whole new sentences or paragraphs

to the existing statute. Also, the Federal Deposit Insurance Corporation

l'i°uld be required to make payments into the civil service retirement

414 disability fund for the period since the creation of the Corporation;

and the benefits of the Federal Employees Compensation Act and Social

SecuritY Act would be made applicable to the Corporation's officers

4411 
eMPlOyeeS.

Mr. Conkling explained some of the technical aspects of the

Pl't1P3Bed legislation. He indicated that over the years there had been

1114")us differences between deposits as defined for call report purposes

and, 
d.ePosits defined for Federal Deposit Insurance Corporation assessment

Ikrposese

that there

reports

and as a

This had required two sets of instructions, with the result

was some confusion to banks and no doubt some inaccuracies

• The proposed legislation would eliminate these differences

resul deposits for various purposes would be reported on a

1141r°rM basis.

rY agencies.

A discussion followed concerning various aspects of the proposed

bill' during which reference was msae to frequent conferences held by

t,

This would be beneficial to insured banks and to super-
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1/14/6o -4-
re
presentatives of the Board of Governors, the Federal Deposit Insurance

Corporation, and the Comptroller of the Currency to *work out satisfactory

13rWisi0n6 for the bill. It was brought out that members of the Board's

staff Participating in these conferences were now of the opinion that

the Provisions of the proposed legislation were workable and desirable,

illsofar as they applied to the reporting of deposits. In response to

a question, Mr. Conkling said that there had been opposition to the bill
On 

the part of some commercial banks, since in certain cases it would

l'aiae the assessment base. He understood that most of the banks were

now 14 favor of the bill.

Chairman Martin noted that during the past summer representatives

(4 the Federal Deposit Insurance Corporation had met numerous times with

74/11°118 groups of bankers to discuss the bill. The problem of getting

e'eeePtance by the banks was one for the Federal Deposit Insurance Corpo-

4-tion, however, since it involved changes in the base for Federal
1)ePosit 

Insurance Corporation assessments.

Consideration was then given the draft letter to Senator

11c)bel'ts°11, Chairman of the Senate Banking and Currency Committee, which

'4°144 recommend adoption of section 1 and indicate no objection to in-

Of sections 2-15 in the bill. During the discussion that
rolloved there were expressed objections to the general tone of the
letter a , rc

u after a number of changes in wording had been suggested,
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1/14/60 _5_

it Was agreed that the letter be redrafted in light of discussion at

this meeting, with the understanding that the Board would give further

e°nsideration to the matter when the new draft was available.

Messrs. Thomas, Adviser to the Board, and Molony and Fauver,

4sistants to the Board, entered during the above discussion and, at

lte conclusion, Messrs. Thomas, Farrell, Hexter, Chase, and Conkling

vitharew from the meeting.

Justice Department request to examine Board's records on mergers

ite14 No. 2). Pursuant to Board action on January 8, 1960, with reference

t° a request from the Antitrust Division of the Justice Department for

Ormilllation on banking competition in the Pittsburgh area, there had

beeh distributed a draft of letter that would advise the Justice Depart-

that the Board did not have records that would be helpful. A

Q(Ivel'ing memorandum from Mr. Solomon dated January 12, 1960, pointed

(Illt that a review of the Board's files following discussion of this

llia.tter at the meeting on January 8, 1960, revealed that one of the

in question, Fidelity Trust Company, was involved in four mergers

ch there was a reduction in the aggregate capital or surplus of
1,14

the
II/eigging institutions, and under section 18(c) of the Federal Deposit

114141,
all" Act the Board had passed upon the mergers.

In discussing the matter, Mr. Nelson said that the applications

th-e Fidelity Trust Company involving four mergers and the Board's

e.Qtion

8 on them did not contain information on the competitive situation
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V114./6o -6-

in the Pittsburgh area. Information prepared by the Federal Reserve

Bank of Cleveland and the Fidelity Trust Company was more closely

related to the competitive problem, but Mr. Nelson said that while

the draft reply was not too responsive to the inquiry from the Justice

nePartment, he did not feel that the Board's records contained material

that would be helpful to the Justice Department in its study of the

eorapetitive field.

Governor Mills observed that his approach to the Justice

°ePartment inquiry was somewhat different from that recommended by

the Division of Examinations. There was a distinction between the

l'ecIllest for historical information that would enable the Justice

1)ePartment to improve its understanding of the banking situation in

e.
1°Etrticu1ar geographic area and a request for information on a pending

ca8e where there was a possibility that Justice might intervene during

the Pendency of that case. It was his feeling that the Board should

illake available to the Justice Department records of mergers and consoli-

cticnis involving the Fidelity Trust Company during the period of its

Illelthership in the Federal Reserve System. He added that he would not

l'14rit to give the impression that the Board was withholding information.

Mr. Masters said he saw no Objection to advising the Justice

1)ePar+—ment that applications involving mergers and consolidations of

the Fidelity Trust Company would be available if the Antitrust Division

l'rished to examine them.
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1/l4/60 -7-

Governor Robertson suggested a letter of reply advising the

Justice Department that the Board's files contained the following

tiformation which the Antitrust Division might refer to if desired:

(1) Reports of examinations, (2) applications involving the four mergers

4/4 consolidations of the Fidelity Trust Company, and (3) reports

Pz'ePored by the Reserve Bank of Cleveland which included comments

l'egarding the competitive situation in the Pittsburgh area. To fail

t° make available such information might subject the Board to criticism,

Cordless of whether the material proved to be of value to the Justice

4. cAMent.

Chairman Martin and Governor King both indicated this approach

1'441 satisfactory to them, Governor King adding that he thought it prefer-

not to indicate in the letter that the records would probably not

be 'meta to the Justice Department since that might be taken to imply

that the Board hoped their representatives would not look at them.

It was unanimously agreed that a revised letter to the Justice

ment would be prepared along the lines suggested. A copy of the

ett" that was sent on January 19 is attached as Item No. 2.

Thereupon all members of the staff except Messrs. Sherman and
Pftizir

Vi
thdreW.

ti*ect °-r
a-ipsat the Little Rock Branch and at Minneapolis, it was agreed

'°vernor King would mdertake to develop some suggestions for

Atk2Antment of director. During a discussion of vacancies in
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1/14/60 -8-

NPPointment at Little Rock and report back to the Board.

Messrs. Sherman and Fauver then withdrew from the meeting and

the Board went into executive session.

Foreign travel for Mr. Sigel. Following the meeting, Governor

She
ardson reported to the Secretary that during the executive session

the Board approved a memorandum dated January 13, 1960, from Mr. Noyes,

illireet°r) Division of Research and Statistics, recommending that

St
e211eY J. Sigel, Chief, Flow of Funds and Savings Section, in that

tlivision be authorized to attend the meeting of the Working Group on

4.tistics of Financial Assets and Liabilities in Geneva, Switzerland,

(1141-11g the period Febrimry 29-March 4, 1960, with the understanding that

the t anr--sportation expenses, plus per diem in lieu of subsistence, would

be Pala-- in accordance with the Board's travel regulations as supplemented

the Standardized Travel Regulations.

The meeting then adjourned.

Secretary's Notes: Governor Shepardson today
approved on behalf of the Board a recommendation
that Mr. Paul Gekker, whose appointment as an
economist in the Division of International
Finance was approved by the Board on January 5,
1960, be employed by the Board notwithstanding
his failure to pass a physical examination based
on the requirements for ordinary life insurance
at normal rates.

Governor Shepardson also approved today on behalf
of the Board the recommendation contained in a
memorandum dated January 8, 1960, from Mr. Noyes,
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Director, Division of Research and Statistics,

that Mrs. Nancy H. Teeters, formerly an Econo-

mist in the Government Finance Section of that

Division, be engaged on a professional contractual

or consultant basis during the calendar year 1960

at the rate of *4 per hour to undertake research

and analysis with respect to the Treasury-Federal

Reserve Government securities market study.

Secretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. I
1/14/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 14, 1960.

11r* Tom B. Coughran,
4(scutive Vice President,
oank of America,
41 Broad Street,
New York 15, New York.

peel' Mr. Coughran:

In accordance with the request contained in your
letter of December 18, 1959, transmitted through the Federal
,I,eserve Bank of New York, the Board of Governors extends to

15, 1960, the time within which your Bank may purchase
r0 ordinary shares of Ealaya Industrial Development Finance

al,Irlited , Kuala Lumpur, Malaya, for 141501000 (equivalent to
i. Proximately T450,000), subject to the understandings stated
1 ; the Board's letter dated July 15, 1958, as extended July 21

It is noted that the Articles of Association of thePro„Posed company are now almost complete and the directors
-eret to arrange for the services of a competent manager
rlY in 1960 and then proceed to activate the company.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNO
RS

OF THE •

FEDERAL RESERVE SY
STEM

WASHINGTON

OFFICE OF THE CHAI
RMAN

January 19, 1960.

Item No. 2

1/14/60

141r. Robert A. Bicks,

Acting Assistant Attorney 
General,

Antitrust Division,
..,I,sPartment of Justice,
wsshington 251 D. C.

Dear Mr. Bicks:

stud
We have your letter of 

December 18, 1959, regarding the

-Y your Division is making of
 the competitive probl

ems that may

!esult from an increase in the 
concentration of ownership

 and

: of banking activities i
n the Pittsburgh, Penns

ylvania,
,rontrol 

ea by reason of mergers, 
consolidations, and ac

quisitions. It

gPears that you are currently revi
ewing the activities of 

Peoples

T et National Bank and Trust 
Company, Mellon National 

Bank and

st Company, and Fidelity Tr
ust Company, all of Pi

ttsburgh, and

tZt You desire a review of ma
terial submitted by or 

relating to

t ese banks or to the associated
 competitive situation,

 in order

etermine more specificall
y the type and nature 

of additional

"°rmation you may require fro
m them.

Of the three banks under 
your current review, onl

y the

lad,e,1_-itY Trust Company,
 considerably smaller th

an the other two,

.Lueen under the jurisdictio
n of the Board. That bank was a

laivia-ce member bank of the Federal
 Reserve System from A

ugust 6, 1954,

0Y
,
1 SePtember 14, 1959. 

On the latter date, in 
a consolidation

14Vc1de the jurisdiction of this 
Board, the bank was co

nsolidated

chDll the Peoples First National B
ank and Trust Company 

under the

arter of the latter and the new
 title of Pittsburgh N

ational "Bank.

During the five-year pe
riod in which the Fideli

ty Trust

yanY was a member of the Fed
eral Reserve System, th

e trust company

a ,bed the following banks on t
he dates indicated:

6-54 - Colonial Trust 
Company, Pittsburgh, Pe

nnsylvania,

4-30-56 - First National Bank Castle Shannon, Pennsylv
ania,

4- - Allegheny Valley Trust Company, 
Verona, Pennsylvania, 

and

9-12-58 - potter Bank and Trust C
ompany, Pittsburgh, P

ennsylvania.
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Mr. Robert A. Hicks - 2 -

The Board will be glad to have representatives of your
I?ivision examine the applications filed by the Fidelity Trust Company

approval of these absorptions and the actions taken thereon by
this Board. It is suggested that they get in touch with the Director

5 the Board's Division of Examinations. It is understood that, as
!Ildleated in your letter, any such material will be used only to aid

?..11 determining additional information you will require from the banks
ndsr your study, that no reference will be made to source, and that
'ne material will not be made public or used in court or other
Proceedings.

It is believed that other information in the Board's files

r!ld not have an appreciable bearing upon your study of the competi-
l e situation in the Pittsburgh area. However, the Board will also

Z.7, glad to have its staff similarly make available to your representa-
a;'',vee portions of examination or supervisory information that may
vpear to be related to your study.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm. McC. Martin, Jr.
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