
Minutes for

To: Members of the Board

From: Office of the Secretary

March 8, 1961

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

It is not proposed to include a statement
with respect to any of the entries in this set of

minutes in the record of policy actions required to
be maintained pursuant to section 10 of the Federal

Reserve Act.

Should you have any question with regard to
the minutes, it will be appreciated if you will advise
the Secretary's Office. Otherwise, please initial below.

If 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

minutes.

Chm. Martin

Gov. Szymczak

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

Gov. King

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



860

Minutes of the Board of Governors of the Federal Reserve System

on Wednesday, March 8, 1961. The Board met in the Board Room at 10:00 a.m.

Reserve

PRESENT: Mr. Balderston, Vice Chairman

Mr. Szymczak

Mr. Mills
Mr. Robertson
Mr. King

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Hackley, General Counsel

Mr. Solomon, Director, Division of Examinations

Mr. Hexter, Assistant General Counsel

Mr. Chase, Assistant General Counsel

Mr. Furth, Adviser, Division of International

Finance
Mr. Goodman, Assistant Director, Division of

Examinations

Mr. Leavitt, Assistant Director, Division of

Examinations

Mrs. Semia, Technical Assistant, Office of the

Secretary

Discount rates. The establishment without change by the Federal

Bank of Boston on March 6, 1961, of the rates on discounts and

84vances in its existing schedule was approved unanimously, with the

lAnde
rstanding that appropriate advice would be sent to that Bank.

Report on competitive factors (Quincy-Norwood, Massachusetts).

4 clraft of report to the Comptroller of the Currency on the competitive

factors 
involved in the proposed merger of Norwood Bank and Trust Company,

Norwood,
Massachusetts, with and into South Shore National Bank of Quincy,

gllineY, Massachusetts, had been distributed with a memorandum from the

aion of Exminations dated February 27, 1961. The conclusion in the

rePort read as follows:
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Competition between South Shore and Norwood is practi-
cally nonexistent. As a result of the proposed merger, the
South Shore bank would not appear to gain any significant

competitive advantage in its over-all service area. Compe-

tition would be increased in the area now served by the

Norwood bank without apparent adverse effect on the present

banking situation.

After a brief discussion, the report was approved unanimously

for transmission to the Comptroller of the Currency.

Report on competitive factors (Poughkeepsie-Highland Falls New

A draft of report to the Comptroller of the Currency on the

competitive factors involved in the proposed merger of First National

lank in Highland Falls, Highland Falls, New York, with and into The First

National Bank of Poughkeepsie, Poughkeepsie, New York, had been distributed

Ilith a memorandum from the Division of Examinations dated March 2, 1961.

Governor Mills suggested alternative wording for the conclusion

in the report, the general effect of which was to strengthen the position

tak „
e" In the draft. Agreement having been expressed with the alternative

Ic)I'ding, the report was approved unanimously for transmission to the

acmPtroller of the Currency in a form in which the conclusion read as

follows:

The proposed merger would result in the conversion of an
independent bank to a branch of a larger bank and the transfer
to the resulting bank of an existing near "monopoly" in the

relatively restricted service area of First in Highland Falls.

While there would be no appreciable increase in the

aggregate resources of Marine Midland Corporation, it would

result in Marine Midland Corporation's entry into another

county in which it presently has no direct representation and,
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in effect, would expose the many smaller banking institutions

Operating in the same market area to enhanced competition
from the presence of a bank holding company controlling pre-

ponderant resources and operating through multiple outlets
Within the State of New York.

Report on competitive factors (Benton Harbor-Buchanan Michigan). 

A draft of report to the Federal Deposit Insurance Corporation on the

competitive factors involved in the proposed consolidation of Benton

Harbor State Bank, Benton Harbor, Michigan, and Union State Bank, Buchanan,

Michigan, had been distributed with a memorandum from the Division of

Examinations dated February 28, 1961. The conclusion in the report read

as follows:

The proposed consolidation would eliminate the moderate
amount of competition existing between the two banks involved.
The increased size of the resulting bank should enable it to
provide more effective competition for the larger banks serving
the Benton Harbor-St. Joseph and Buchanan-Niles areas.

The report was approved unanimously for transmission to the

Federal Deposit Insurance Corporation.

Investment by Chase International Investment Corporation (Item

A memorandum dated March 2, 1961, from the Division of Examinations

had been distributed in connection with a request by Chase International

Illvestment Corporation, New York City, for permission to exercise warrants

ordinary shares of Eregli Iron and Steel Manufacturing Corporation,

a Turkish corporation organized to erect and operate a steel mill. The

were to be acquired in connection with the purchase by Chase

ternational of $2 million of Class A debentures of Eregli. A draft of

letter 
granting the requested permission accompanied the memorandum.
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In commenting on the matter, Governor Mills expressed concern

about a statement in the memorandum from the Division of Examinations to

the effect that $3 million of Class B debentures to be issued by Eregli

would be placed through the trust department of the parent Chase Manhattan

Bank in various pension funds. These debentures would be fully guaranteed

by 
Koppers, Blaw-Knox, and Westinghouse. It occurred to Governor Mills

that the arrangement had some taint of self-serving; he questioned whether

the debentures were proper pension trust investments, even though the

ellarantors were responsible parties. Therefore, although he would vote

to aPProve the current application, he would suggest when the trust

dePartment of Chase was next examined a check be made to see what

disPosition had been made of the debentures.

Governor Robertson stated that in view of the present provisions

Regulation K, the policy that had been followed by the Board, and the

fact that the current request fell within the scope of that policy, he

would approve the application. However, he had grave doubts as to the

III-tin:late results of such a policy.

Mr. Furth observed that the Turkish steel mill project had been

c°4eidered extensively by the staff of the National Advisory Council

because substantial loans by the Development Loan Fund were involved.

There had been indications of enthusiasm on the part of interested

Gc3vernment agencies concerning the project, the only reservation expressed

beirig that it would seem desirable if more private capital could be

illaUced to participate.
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After further discussion, the proposed letter to Chase International

eXanting the requested permission was approved unanimously. A copy is

attached as Item No. 1.

Investment by Morgan Guaranty International Finance Corporation

(Item No. 2x.) A memorandum dated March 3, 1961, from the Division of

Examinations had been distributed in connection with an application by

M°1"gan Guaranty International Finance Corporation, New York City, for

Permission to purchase 120,000 shares of Roberts, S. A. de Finanzas,

Buenos Aires, Argentina. The memorandum set out the purposes for which

the Argentine corporation was being formed, the various organizations

that were expected to participate in its ownership, and the reasons why

Mc)rgan Guaranty wished to invest in it. A draft of letter to Morgan

GliarantY granting the requested permission was submitted with the memo-

After a brief discussion, the letter was approved unanimously.

A coPY is attached as Item No. 2.

Condition applicable to Edge corporation investments. Governor

R°bertson observed that Board letters granting permission for Edge

Q°1*Poration investments customarily included a condition providing that

the Edge corporation was to dispose of the investment as promptly as

13raeticab1e in the event that the organization in which the investment

Was Made should at any time conduct its operations in a manner which, in

the judgment of the Board of Governors, was inconsistent with section 25(a)
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of the Federal Reserve Act or related regulations. Governor Robertson

inquired as to the intent and prospective effectiveness of such a

condition.

Mr. Goodman responded that the condition was intended to be in

the nature of a caveat to give the Board grounds for action in the event

future operations were such that, although not illegal, they might be

considered inconsistent with the spirit of the law or regulation.

Mr. Solomon commented to the same effect, indicating that the

condition was included in an effort to reserve to the Board the right to

require correction of future situations that it might think undesirable.

It would be difficult to spell out what would constitute such a situation,

and the condition therefore was broadly worded. That might be a disad-

vantage to the Board if it should seek to enforce the condition, but

the staff had not been able to devise anything more satisfactory.

In further discussion, it was pointed out that one possible

it 
in which the Board might think action under the condition

desirable would be an investment by an Edge financing corporation in a

company that in turn had an investment in a bank. In response to a

clilesti°n by Governor Robertson as to whether such an investment by a

e°111P8.nY several steps removed from an Edge corporation would be detected,

1111'' Goodman replied to the effect that it was the practice in examining

cige corporations to scrutinize investments carefully. While it might be

13°ssible that an investment several steps down in the structure would go
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undetected, he thought that in most cases an investment of such nature

as to raise a question would come to light.

Governor Robertson indicated that in any event he felt it 
might

be difficult to distinguish between operations consistent with the law

and regulation and those that were not. He then suggested that a study

be made by the staff as to whether the condition he had cited should not

be 
deleted in future cases.

Mr. Goodman asked whether this point could be included as part

Of the study of Edge corporation investments previously requested by the

330ard, and it was understood that such a procedure would be satisfactory.

Messrs. Furth and Goodman then withdrew from the meeting.

Application of Marine Midland Trust Company of Southern New York.

A niemorandum dated February 20, 1961, from the Division of Examinations

had been distributed in connection with the application of Marine Midland

TrIlst Company of Southern New York, Elmira, New York, for permission to

inerge with the First National Bank and Trust Company, Ithaca, New York,

fld to operate two branches incident to the merger. Both the Federal

Reserve Bank of New York and the Division of Examinations recommended

el)Proval. Statements regarding the views expressed on competitive factors

by
il

41_
"e Comptroller of the Currency, the Federal Deposit Insurance Corpo-

and the Department of Justice were included in the Division

nlel7lorandum. The first two agencies were of the opinion that the proposed

ille/'al" would not have an adverse effect on competition. The report of
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the Department of Justice, however, included a statement that "it would

appear that the substitution of the charter bank for one of the two

independent banks in the area would seriously impair the opportunity

for the remaining bank to profitably exist." The opinion was expressed

that the proposed acquisition would have a substantial adverse effect on

competition in the service area of the merging bank and would tend toward

monopoly.

Governor Mills opened the discussion by stating that in his opinion

the
application should be denied. In explanation of his opinion he made

the 
following statement:

The application of the Marine Midland Trust Company of

Elmira, New York, to merge with the First National Bank and
Trust Company, Ithaca, New York, is a case in point where over-

riding consideration must focus, first, on the local competitive

situation and, secondly, on more general competitive problems.

Although direct competition between the two banks at

Interest is not active, consent to the merger proposal would

introduce into Ithaca a competitor controlling resources on a

scale susceptible of damage to the competitive position not

°IllY of the Tompkins County Trust Company of Ithaca but also
Of other smaller banking institutions operating in the New York

State Seventh Banking District.

As to general competitive problems, the application

exhibits a tendency to monopoly and, all told, its consummation

'would be contrary to the public interest and should, therefore,
be disapproved.

Mr. Solomon commented that in his opinion this was a rather close

c4se. Although the Division recommendation was for a favorable decision,

6141 he thought that recommendation was reasonably well supported in the

Men1°1'andum, there were substantial considerations on the other side.
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Mr. Leavitt Leavitt agreed with Mr. Solomon's view that the case was a

Close one. He believed, however, that the Division recommendation was

warranted. As brought out in the memorandum, Marine Midland was not

Presently serving the Ithaca area, although it was serving most of the

Other areas in the Seventh Banking District of New York State. As to the

question Justice had raised regarding the possible resultant difficulties

that the remaining independent bank in Ithaca might experience, a study

indicated that independent banks in the areas presently served by Marine

Midland had grown as rapidly as the Marine Midland affiliates.

Governor Robertson observed that under the terms of the proposal,

stockholders of the Ithaca bank, the shares of which had a market value

of about ;4;55, would receive for each share they held 3-1/2 shares of

Marine Midland Corporation with a market value of about $25 a share.

Whenever he saw such a premium being paid, a question was raised in his

111114 aS to whether the proposed transaction was an attempt to expand

rather than an effort by a small bank to sell. He did not see any strong

tactors 04 the favorable side in this case. The asserted benefits to

the Public were nebulous; there was no indication that the banks presently

in Ithaca were not meeting the needs of the community adequately. Moreover,

Marine Midland Corporation had been using both mergers and direct acqui-

siti°fls to expand rapidly. He believed that the Board should think in

ter1118 of how fast Marine Midland was expanding and halt its growth before

it reached a size out of keeping with the New York State banking structure.

t hese reasons, he would be inclined to deny the application.
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Other members of the Board having indicated that they concurred

in the position taken by Governors Mills and Robertson, it was agreed to

asoe rtain whether the Federal Reserve Bank of New York wished to submit

aaY additional information before a final decision was reached.

Applicability of section 32 of Banking Act of 1933  (Item No. 3).

A memorandum dated March 2, 1961, from the Legal Division had been

distributed in connection with a question presented by the Federal Reserve

13a4k of Chicago as to whether section 32 of the Banking Act of 1933 would

be applicable to the service of Mr. Aaron Miller as a director of the

Greater Iowa Corporation and of the Midway National Bank of Cedar Falls,

Ceclar Falls, Iowa. The memorandum pointed out that it appeared from the

Prospectus that the Corporation would be a holding company that would

acquire or organize, as proceeds from the sale of stock became available,

81thsidiaries to develop a wide variety of "opportunities for profit". The

stthsidiaries might operate in the fields of manufacturing, processing,

foreign trade, investment, insurance, finance, banking, leasing of heavy

equiPment, real estate development, "and other related fields". The

elnc)randum concluded that, in line with the Board's ruling published in

the Federal Reserve Bulletin for February 1961, which clarified a ruling

1311bl1.shed in the Bulletin for April 1960, section 32 would be applicable

to Mr. Miller's dual service as a director of the corporation and of a

'eber bank. A draft of letter to the Reserve Bank was attached to the
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After a brief discussion during which Mr. Hackley suggested

Certain clarifying changes in wording, the letter was approved unan
imously.

A Copy of the letter, as sent, is attached as Item No. 3.

The meeting then adjourned.

Secretary's Note: Pursuant to the recommen-

dation contained in a memorandum from the Division

of Bank Operations dated March 3, 1961, Governor
Shepardson approved on behalf of the Board on

March 7, 1961, the transfer of Judith Sherbine
from the position of Clerk-Stenographer in the

Division of Personnel Administration to the

position of Clerk-Stenographer in the Division

of Bank Operations, with no change in her basic

annual salary at the rate of $4,46o, effective
the date she assumes her new duties.

Secre ary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Chase International Investment Corporation,
18 Pine Street,
New York 5, New York.

Gentlemen:

Item No. 1
3/8/61

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 8, 1961.

In accordance with the request contained in your letter of
December 16, 1960, transmitted through the Federal Reserve Bank of
New York, and on the basis of the information furnished, the Board of
Governor s grants its consent for Chase International Investment Corpo-
ration ("CIIC") to exercise all rights to which CIIC would become en-
titled as the holder of warrants for ordinary shares of Eregli Demir
ye Celik Fabrikalari Turk Anonim Sirketi (ItEregli11), a Turkish corpora-

acquired through the purchase of Class A Debentures of Eregli in
_
i
6_11e amount of . 2,000,000, within the period contemplated thereby; pro-
vded that any purchase and holding of shares of Eregli, together with

num other stock held, shall not exceed the limitations in conditionso bered (6) and (7) of the general consent granted to your Corporation
n January 20, 1960, as follows:

"(6)

11(7)

The aggregate equity investment (at cost) in foreign
corporations engaged in the same business (i.e. the
manufacture or mining of similar products or the
carrying on of similar activities by similar means)
shall not exceed 25 per cent of CIICIs capital and
surplus.

The aggregate investment in all foreign corporations
doing business in any one country, colony, possession
or dependency shall not exceed 25 per cent of CIICIs

capital and surplus."

The BoardIs consent is granted upon condition that CIIC shall
(&isPose of any holdings of stock of Eregli, as promptly as practicable,
;;.the event that Eregli should at any time (1) engage in issuing, under-
(2a\'t1ng, selling or distributing securities in the United States;

r;,),, engage in the general business of buying or selling goods, waressle
'chandise, or commodities in the United States or transact any
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business in the baited States except such as is inci
dental to its inter-

rli ienal or fumign business; or (3) conduct its o
perations in a manner

in the judgment of the Board of Governors of th
e Federal Reserve

Ystem, is inconsistent with Section 25(a) of the F
ederal Reserve Act

or regulations thereunder.

It is requested that you furnish the Board of 
Governors through

the Federal Reserve bank of New York, pertinent 
details regarding any stock

1,-1,1vestment made under this authorization, as outlined in
 conditicn numbered

‘1) of the general consent.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,

Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Morgan Guaranty International
Finance Corporation,23 Wall Street,

New York 6, New York.
G
entlemen:

Item No. 2
3/8/61

ADDRESS orriciAL CORRESPONDENCE

TO THE BOARD

March 8, 1961

In accordance with the request and on the basis of the
information furnished with your letter of December 21, 1960,tran 

emitted through the Federal Reserve Bank of New York, the
Board. of Governors grants its consent for Morgan Guaranty Inter-

ionaL Finance Corporation to purchase and hold 120,000 shares,Par value .u: Argentin e pesos 100 each, of the capital stock of
S. A. de Finanzas, Buenos Aires, Argentina, at a cost

aPproximately US$145,455, provided such stock is acquiredwIthin one year from the date of this letter.

The Board's consent is granted upon condition that your
orporation shall dispose of its holdings of stock of the Argentine

.ejmPanY, as promptly as practicable, in the event that the Argen-tine company should at any time (1) engage in issuing, underwriting,e
„Iling or distributing securities in the United States; (2) engage
z.,1 the general business of buying or selling goods, wares, merchan-
,t-se) or commodities in the United States or transact any business
-13-1the United States except such as is incidental to its inter-
d'Lional or foreign business; or (3) conduct its operations in a

er which, in the judgment of the Board of Governors of theFe

prral Reserve System, is inconsistent with Section 25(a) of thee
'4eral Reserve Act or regulations thereunder.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
. WASHINGTON 25. D. C.

Mr. Paul C. Hodge, Vice President,
General Counsel and Secretary,Federal Reserve Bank of Chicago,

Chicago 90, Illinois,

Dear Mr. Hodge:

Item No. 3
3/8/61

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 8, 1961

1961 and 
Receipt is acknowledged of your letter of February 24,

of nd enclosures, relating to the question whether section 32
bajne Banking Act of 1933 would prevent a director of a member

from serving as a director of "The Greater Iowa Corporation".

Papers The information contained in the prospectus and other
indicates that the corporation will be a holding company

irar n will organize or acquire subsidiaries engaging in a wide

ean tY of activities and that the company, which now has a paid-in
oeTtivl of "4-67,000, proposes to offer additional shares at a price
scar million, with the proviso that if 3 million worth is not
pro bY March 1, 1962, the amounts subscribed will be refunded

rata to  the stockholders.

8ecti0n 
The Board is in agreement with your conclusion that

the 32 will be applicable. Although the ruling published in
by t440deral Reserve Bulletin for 1960 at page 371, as clarified

relate ruling published in the Bulletin for 1961 at page 156,
ruit ed to closed-end investment companies, the rationale of that

ng is aPplicable to corporations generally.

et a ,i The Board is also in agreement with the view that service

of Ad'I.rector of a member bank as a member of the "Associate Board

it a vls°rs" of the corporation would not violate section 32 since

dirZesre that the members of this board will not be officers,

the .:°118, or employees of the corporation. The statement accompanying

ring 00; stock says: "The Board of Directors will consult

the flembrs Associate Board of Advisors on all matters where

sPeoialized knowledge and experience is deemed important in
ection with particular problems."

Very truly yours,

(Signed) Merritt Sherman.

Merritt Sherman,
Secretary.
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