
Minutes for March 18, 1960.

To: Members of the Board

From: Office of the Secretary

Attached is a copy of the minutes of the
Board of Governors of the Federal Reserve System on
the above date.

It is not proposed to include a statement
with 

It
to any of the entries in this set of

minutes in the record of policy actions required to
r maintained pursuant to section 10 of the Federal
LAeserve Act.

Should you have any question with regard to
the, minutes, it will be appreciated if you will advise

Secretary's Office. Otherwise, please initial below.
tt You were present at the meeting, your initials will
'Indicate approval of the minutes. If you were not present,

Your initials will indicate only that you have seen the
Mintztes.

Chin. Martin

Gov. Szymczak

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

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

°II Friday, March 18, 1960. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Shepardson
Mr. King

Mr. Sherman, Secretary
Miss Carmichael, Assistant Secretary

Mr. Hackley, General Counsel

Mr. Farrell, Director, Division of Bank Operations

Mr. Solomon, Director, Division of Examinations

Mr. Johnson, Director, Division of Personnel

Administration

Mr. Nelson, Assistant Director, Division of

Examinations
Mr. Goodman, Assistant Director, Division of

Examinations

Mr. Smith, Assistant Director, Division of

Examinations

Discount rates. The establishment without change by the Federal

'ye Banks of New York, Philadelphia, Chicago, and San Francisco on

March
17, 1960, of the rates on discounts and advances in their existing

Illes was approved unanimously, with the understanding that appropriate

6411riee would be sent to those Banks.

Items circulated to the Board. The following items, which had

circulated to the Board and copies of which are attached to these

1111.111e.
"es under the respective item numbers indicated, were approved

Lette4„
440— -Lo the Comptroller of the Currency recommending
lig(li nY with respect to the application of The
to & Savings Bank of Pensacola, Pensacola, Florida,

--4vert into a national banking association.

Item No.

1
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3/18/60 -2-

Item No. 

Letter to the Colonial Trust Company, New York City,
°viug the establishment of a branch at Rockaway

°'-u-evard and 133rd Avenue, Borough of Queens.

Letter to the Long Island Trust Company, Garden City,
tr Y°rk, approving the establishment of a branch in
e village of Mineola.

Icl. er to the Manufacturers Trust Company, New York
approving the establishment of a branch at

d'-29 Jamaica Avenue, Jamaica, Queens County.

11„.. to The First National City Bank of New York, 5
e;;.Iork City, consenting to expansion of the
to ./;vities of the Orchard Road Branch, Singapore,

4411-scale branch operations.

tll!ter to the Federal Reserve Bank of Boston waiving
4-t.essessment of a penalty incurred by the Somerville
of-1°11,83- Bank of Somerville, Massachusetts, because

uericiency in its required reserves.

Letter
exic) to the Federal Reserve Bank of St. Louis 7
to ,..e.881-ng the opinion that a certain loan proposed
be ,--e.„111ade by the Mercantile Trust Company would not
'uoject to Regulation U.

tette,
001.0 to The Farmers State Bank of Fort Morgan, 8
e)ce rcuzl.°) granting its request for permission to

reise fiduciary powers.

Letter 4.
Te%a to the Union State Bank, Carrizo Springs, 9
or Its, waiving the requirement of six months

, i
notice

stemithdrawal from membership in the Federal Reservev .

Lettel.
e..1)13z, ,o the Federal Reserve Bank of Minneapolis 10

eialci vIng the payment of salary to a Vice President
z.40.011

°I' -4)mic Adviser at the rate fixed by the Board
'rectors.

With reference to Item No. 1, Governor Mills noted that industrial
'4.44

usually carry a heavy load of personal and consumer loans and the

2

3

4

6
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ii

stIPPosition has been that they may desire to become commercial banks

80that they will have another method of attracting funds to proceed

iii
 
the same field in which they have previously been engaged. He asked

whether the staff had reviewed the operation of industrial banks that

had
converted to commercial banks in order to determine whether they had

lived up to commercial bank standards. Mr. Solomon replied that such a

review — had not been made, but he assumed that these banks under super-

vision had met reasonable requirements. He noted that a number of

illIxtstrial banks had converted into commercial banks and none of these

Ilere 64111cmg the problem banks. Mr. Nelson stated that The Industrial &

StIvilags Bank of Pensacola, Pensacola, Florida, apparently wanted to get

into the commercial banking business, and he assumed that in the future

the spuall loans of that bank would only be a part of their business as

e041171ereial bank.

Messrs. Johnson, Nelson, and Goodman then withdrew.

Report of examination of Chicago Bank. The report of an exami-

\41 of the Federal Reserve Bank of Chicago made by the Board's

Iii staff as of November 20, 1959, had been circulated to the Board

41cIri with the customary supplemental memoranda.

At the Board's request, Mr. Smith reviewed the highlights of infor-

" developed through the examination. Nothing in his comments was

ecl to require further inquiry or action on the part of the Board.

The meeting then aajourned.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Comptroller of the Currency,
',1:reasury Department,
wasbington 25, D. C.

Item No. 1
3/18/60

ADDRESS OFFICIAL. CORRESPONDENCE

TO THE BOARD

March 18, 1960.

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

Del' Mr. Comptroller:

Febr_ Reference is made to a letter from your office dated

The .;';e4rY 15, 1960, enclosing copies of an application to convert

into-aldustrial & Savings Bank of Pensacola, Pensacola, Florida,
tio„ a national banking association and requesting a recommenda-

' as to whether or not the application should be approved.

1:7 the.. 
A field investigation of this application was not made

krni- Federal Reserve Bank of Atlanta but a report has been

Of 4.hshed based upon a review of the latest reports of examination

bank made by the Federal Deposit Insurance Corporation.

tirld:1,,ation contained in this report discloses generally satisfactory

axings with respect to the financial history of the bank, the

andta:eY of its proposed capital structure, future earnings 
prospects,

qtlesZi.laracter of management. While it is reported there is some

Pens 34)n as to need for another commercial banking institution in

bar4cola at the present time, the applicant is now providing certain

that functions for a sizable number of customers and it appears

expansion of its services in the commercial banking fie
ld

toar,r, °e an added convenience to the community. Accordingly, the

apro': Of Governors recommends favorable consideration of the

illeation of The Industrial & Savings Bank of Pensacola to convert

a national banking association.

4r)CY a The Board's Division of Examinations will be glad to discuss

deqrseP.ects of this case with representatives of your office if you so

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. 2
3/18/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 18, 1960.

li10;a. rd of Directors,
i'lnial Trust Company,
-ell York, New York.

Ge
ntlemen=

pie&, Pursuant to your request submitted through the
or :ral Reserve Bank of New York, the Board of Governors
or 'he Federal Reserve System approves the establishment
arida branch at the northwest corner of Rockaway Boulevard
Tra 133rd Avenue, Borough of Queens, New York, by Colonial

Company, provided the branch is established within
"- months from the date of this letter.

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. 3
3/18/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 18, 1960.

/T3c)ard of Directors,
"ong 

Ga 
I'land Trust Company,

l'den City, New York.

Gentlemen:

tank Pursuant to your request submitted to the Federal Reserv
e

Of a °I' New York, the Board of Governors approv
es the establishment

on
the 

rich by the Long Island Trust Company, Garden City, Ne
w York,

seettiLe south side of Jericho Tarnpike, 100 feet west of its inter-

With Sheridan Boulevard, in the incorporated village 
of

app;c4a, Town of North Hempstead, Nassau County, New York. This

year°:al is given provided the branch is established 
within one

the date of this letter and that formal approval of 
State

allthogts
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,Manufacturers Trust Company,New York, New York.

Gentlemen:

Item No. 4
3/18/60

ADDRESS arriciAL CORRESPONDENCE
TO THE BOARD

March 18, 1960.

Pursuant to your request submitted through thePe 
deral Reserve Bank of New York, the Board of Governorsapproves the establishment by the Manufacturers Trust

AT1PanY, New York, New York, of a branch at 159-29 Jamaica
nue, Jamaica, Queens County, New York. This approval

:4 given provided the branch is established within six1T

ortr,h3 from the date of this letter and that formal approval
otate authorities is effective at the time the branch
eSt

abliShed.

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.

P. T. ratchell, Senior Vice President,
'le First National City Bank of New York,
55 Wall street,
New York 15, New York.

Dear

Item No. 5
3/18/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 18, 1960.

In a letter dated November 7, 1958, the Board of
Governors authorized The First National City Bank of New York,

111M-tent to the provisions of Section 25 of the Federal Reservesc.t, to 
establish an additional branch in Singapore, Colony of

gaPore, to be located in the Shaw Building, Orchard Road,

tii'
rlgaPore, and to operate and maintain such branch subject to

ree ,Provisions of such Section. In authorizing the establish-
of the branch, it was understood that the operation contem-

ed was that of an office or facility with activities limited
current and savings accounts, demand drafts, payrolls and

4-Inilar services.

Iette 
In accordance with the request contained in your

.1' of February 26, 1960, and on the basis of the information
raShed, the Board of Governors hereby consents to the een-

°P4-:rnatOifon.:t.ivities of the Orchard Road Branch to flirt-scale branch

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. 6
3/18/60

ADDRESS OFFICIAL CORRESPONOENCE

TO THE BOARD

March 18, 1960.

0. Latham,
Vice President,.ederal 
Reserve Bank of Boston,13°8t0n. 6, 

Massa.chusetts•

1)ear Nils* Latham:

$21. This refers to your letter of March 1, regarding a penalty

Masse.'.67 incurred by the Somerville National Bank of Somerville,

t°r thebusetts, on a deficiency of $110,662 in its required 
reserves

i
e 13weekly computation period ended February 24, 1960.

altotheotbzgh th ite is noted that the deficiency resulted from the fact that,.
bank's management knew of the change from a semimonthly

t e thitweeklY Computation period for computing reserves, it failed to

D'oziti-s factor into consideration in estimating its daily reserve

ectDut ; anticipating a deficiency in its reserves for the reserve

ztialani.et.,1°13. Period which it thought would end. on February 29, it was

clefici'ng the amount needed to be borrowed, in order to eliminate the

t.4,1k) cia.v.etl Y When it discovered that the computation period had. ended

Previously; the bank has had. continuous excess reserves, some-

'hat 1:4 substantial amounts, for a period of more than one year; and

195 has not had a deficiency resulting in a penalty since March

%aljt In view of the relatively short period since the change from aonthi.
s, a Y to a biweekly reserve computation period for country member

°44.111z to 4a the recommendation of your Bank, the Board authorizes your
1413,ive the assessment of the penalty of $254.67.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,

Assistant Secretary.
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'44ittr:,, TO THE BOARD

'4404'

BOARD OF GOVERNORS
4.°4o Q0t4444 OF THE

0\, FEDERAL RESERVE SYSTEM Item No. 7
3/18/60

WASHINGTON 25, D. C. 
4

ADDRESS OFFICIAL CORRESPONDENCE

March 18, 1960.

Georpe E. Kroner, Vice President,
Reserve Bank of St. Louis,

Louis 66, Missouri.
near 14r. Kroner:

ericios4 This is in reply to your letter of February 10, 1960,

Mie Ig two letters from the Mercantile Trust Company, St. Louis,

dated November 6, 1959 and February 5, 1960, concerning
gulation U.

loan f Mercantile Trust Company wishes to make a stock-secured
the . or the purpose of enabling the borrower to pay off a loan in
NovenVe bank which also is secured by stock. According to Mercantile's

sub:1;:7.r 6, 1959 letter, the loan which is to be paid off "was not

nlear-t0 Regulation U at the time it was made". This necessarily
or c- .ilat said secured loan was not for the purpose of purchasing

arrYing registered stock.

Regulation U does not apply to a bank loan unless it is

Propn he Purpose of purchasing or carrying" registered stock. The
stocised loan clearly is not for the purpose of purchasing registered

beirip,' Since the borrower's ownership of the stock involved is not
of a'acquired by him through purchase, but as the recipient of partd
Ptirp ec.edent's estate. The proposed loan also would not be for theo'
4carrt? of carryin registered stock, because a loan is not for
Regll.i ng" under the recent amendment of section 221.3(b)(1) of

reli'i°11 U) unless its purpose "is to enable the borrower to reduce

Nisi.'re indebtedness which was originally incurred" to purchase
is 110:erod stock, and the indebtedness to be retired in this case
' of that nature.

It follows that the proposed loan is not for the purpose
vlIrchAlbjeni. aslng or carrying registered stock, and therefore is not
-' to Regulation U.
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

orge E. Kroner

In transmitting transmitting the Board's conclusion to Mercantile Trust
ZrY, Please emphasize that it is based on the Board's understanding,
the ed from the above-quoted statement in Mercantile's letter, that

original loan was not a "purpose loan".

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

11_ prit,r -
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 8
3/18/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 18, 1960.

Boaz
ihe cl of Directors,
?ortParmers State Bank of Fort Morgan, Colorado,

M°rgan, Colorado.

Gettlemen:

This refers to your request for permission, under

4., to -e Provisions of your condition of membership numbered
act in certain fiduciary capacities.

the B„ Following consideration of the information submitted,
permivard of Governors of the Federal Reserve System grants
Port ussion to The Farmers State Bank of Fort Morgan, Colorado,
tat, .:°.r,gen3 Colorado, to act as executor, administrator and guard-
ciarv" ""n. the understanding that your bank will not accept fidu-

lti.8:4 aPPointments of other kinds without first obtaining the per-
-411 of the Board.

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
3/18/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 18, 1960.

Boa

' 
rd of Directors,nion State Bank,

Carrizo Springs, Texas.
Ge
ntlemen;

the B, The Federal Reserve Bank of Dallas has forwarded to
the ;"ard of Governors your letter of February 18, 1960, and
f.)01117ceompanying resolution signifying your intention to withdraw
waiv illembership in the Federal Reserve System and requesting

el' of the six months' notice of such withdrawal.

In accordance with your request, the Board of Governors
tr1)017 the requirement of six months' notice of such withdrawal.
kderslIrrender to the Federal Reserve Bank of Dallas of the
mai al Reserve Bank stock issued to your institution, such stock
tind_be canceled and appropriate refund will be made thereon.as :f the 

provisions of Section 10(c) of the Board's Regulation H,
aecomendod effective September 1, 1952, your institution may
t1or4111311sh termination of its membership at any time within eight

P'om the date the notice of intention to withdraw from
-1'844 was given.

ze t It is requested that the certificate of membership be
Federal Reserve Bank of Dallas for disposition.

Attention is invited to the fact that if your bank is
Illraber' of continuing deposit insurance after withdrawal from
that ahiP in the Federal Reserve System it will be necessary
C01,, aPPlication be made to the Federal Deposit Insurance-'°ration.

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.

C°1\IFIDEI\1 -72')

Frederick L. Deming, President,
'ederal Reserve Bank of Minneapolis,
Lanneapolis 2, Minnesota.

Dear Mr, Demina.:

Item No. 10
3/18/60

ADDRESS orriciAL CORRESPONDENCE
TO TI-4E BOARD

March 18) 1960.

The Board of Governors approves the payment of
8,.:1, 17,5r to the following officer of the Federal Reserve Bank
va't nneapolis, for the period May 1 through December 310 1960,
11, the rate indicated, which is the rate fixed by Board of
-l-rectors as reported in your letter of March 10, 1960:

Name

J. Dewey Daane

Annual
Title Salary

Vice President and $19,000
Economic Adviser

Very truly yours

(S gned) Merritt Sherman

Merritt Sherman,
Secretary.
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