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Minutes of the Board of Governors of the Federal Reserve System

0111 Friday, January 12, 1962. The Board met in the Board Room at 10:00 a.m.

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

Mr. Sherman, Secretary
Mr. Thomas, Adviser to the Board
Mr. Young, Adviser to the Board and Director,

Division of International Finance
Mr. Molony, Assistant to the Board
Mr. Fauver, Assistant to the Board
Mr. Noyes, Director, Division of Research and

Statistics
Mr. Holland, Adviser, Division of Research and

Statistics
Mr. Koch, Adviser, Division of Research and

Statistics
Mr. Landry, Assistant to the Secretary
Mr. Eckert, Chief, Banking Section, Division of

Research and Statistics
Mr. Yager, Chief, Government Finance Section,

Division of Research and Statistics
Mr. Reynolds, Economist, Division of

International Finance

Money market review. Mr. Yager reviewed recent developments in

the money market, including in his remarks reference to forthcoming Treasury
t
noticing, following which Mr. Thomas reported on the situation with respect

to 
bank reserves, credit, and the money supply.

At the conclusion of this presentation Messrs. Fauver, Holland,

"Yager withdrew and the following entered the room:

Mr. Kenyon, Assistant Secretary
Mr. Hackley, General Counsel
Mr. Farrell, Director, Division of Bank Operations
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Mr. Solomon, Director, Division of Examinations
Mr. O'Connell, Assistant General Counsel
Mr. Shay, Assistant General Counsel
Mr. Dembitz, Associate Adviser, Division of Research

and Statistics
Mr. Conkling, Assistant Director, Division of Bank

Operations
Mr. Leavitt, Assistant Director, Division of Examinations
Mr. Poundstone, Review Examiner, Division of Examinations
Mr. Veret, Attorney, Legal Division

Discount rates. The establishment without change by the Federal

Reserve Banks of New York, Cleveland, Richmond, Atlanta, St. Louis,

Minneapolis, Kansas City, and Dallas on January 11, 1962, of the rates

°n discounts and advances in their existing schedules was approved

ilnantmously„ with the understanding that appropriate advice would be

sent to those Banks.

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

been distributed to the Board and copies of which are attached to these

141Li1utes under the respective item numbers indicated, were approved

Ilnanimously:

Itrtter to The First National City Bank of New York,
,!4 York, New York, granting permission to establish

additional branch in Asuncion, Paraguay.

'etter to The First National City Bank of New York,
York, New York, granting permission to establish

- °ranch in the City of Madras, Madras State, India.

Item No.

1

2

Report on competitive factors (Pittsburgh-Bridgeville Pennsylvani

The
re had been distributed, with a memorandum from the Division of

rr'J-nations dated January 9, 1962, a draft of report to the Comptroller

•
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of the Currency on the competitive factors involved in the proposed

consolidation of The Union National Bank of Pittsburgh, Pittsburgh,

Pennsylvania, and The Bridgeville National Bank, Bridgeville, Pennsylvania.

Following a discussion, which related principally to the measure-

Ment of the amount of competition between the two banks, it was agreed

to remove from the report a statement that the amount of such competition

was not substantial. As to the conclusion, several suggestions were made.

The report was then approved for transmission to the Comptroller of the

Currency in a form in which the conclusion read as follows:

There appears to be some competition between The Union
National Bank of Pittsburgh and The Bridgeville National
Bank. Approval of the proposed consolidation should inten-
sify competition for the remaining small bank in Bridgeville,
which is an aggressive competitor.

Messrs. Thomas and Poundstone then withdrew from the meeting.

Survey of interest rates on time and savings deposits (Item No. 3)0

kstribution had been made of a memorandum from Mr. Noyes dated January 11,

1962) transmitting a proposal for a survey of interest rates on time and

84ving3 deposits to be conducted by telephone or otherwise by the Federal

4"erve Banks through a sampling procedure. As contemplated, the survey

/1°uld cover all member banks with total deposits of $50 million or more

(14 September 27, 1961, and a random selection of smaller institutions

Ir°1-11d raise the coverage to about 1,000 banks, which it was felt should

Pr.°11ide a reasonably accurate measure of the over-all rate structure.

To a
seure appropriate representation for banks of all sizes, the sample
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would be selected separately from each of three size classes--total

deposits under $5 million, $5-10 million, and $10-50 million. As

indicated in a draft of letter to the Federal Reserve Banks, the

reporting forms were to be completed and mailed so as to reach the

Board not later than January 23, 1962.

In a discussion of the proposed survey, question was raised

43 to the desirability of making a survey at this time, both from the

3tandp011t that many member banks had not yet made their interest rate

decisions and from the standpoint that the purpose of the survey might

be misinterpreted. However, it was the general opinion that the in-

Portance of the information expected to be obtained, including the

Possible need for such information in connection with testimony before

C°11gressional committees, would appear to offset any disadvantages.

It was suggested that the Federal Reserve Banks, in contacting member

beaks, could be helpful in dispelling any erroneous impressions that

kigh arise.

Governor Mitchell expressed the opinion that surveys on this

allbJect should be made on a routine basis, at least four times each

Pear's He also raised certain questions regarding the proposed sampling

Illethod, and it VAS agreed that these questions were deserving of con-

ration if System-wide surveys should be made on a continuing basis.

The making of the survey was then approved. A copy of the

lett-er sent to the Reserve Banks pursuant to this action is attached

Item No 3----___t_-*
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Messrs. Koch, Koch, Dembitz, and Eckert then withdrew from the meeting.

Amendment to Rules of Procedure (Item No. 4). In connection

With the pending applications of Chemical Bank New York Trust Company

and The Chase Manhattan Bank, both of New York City, to acquire banks

in Nassau County by merger and the oral presentations thereon scheduled

for January 19, 1962, copies of the applications had been made available

for public inspection, following deletion of certain information agreed

to be kept confidential. However, during the course of arranging for

the January 19 proceedings, counsel for one of the applicants had ex-

Pressed surprise that the applications would be made available for

Public inspection. In view of this development, there had been dis-

tributed under date of January 10, 1962, a memorandum from Mr. Hackley

11°t1ng that in connection with public hearings on bank holding company

4Pp1ications it was the Board's practice to make the application avail-

able for public inspection after announcement of such a public hearing

i4 the Federal Register; also, that the pending Morgan New York State

h°1ding company application was made publicly available after it was

4411°11nced that a public oral presentation before the Board would be

held on the application. It was further noted in the memorandum that

effective November 1, 1961, the Board had amended its Rules of Procedure

8° as to provide that it might order an oral presentation of views

Ilith respect to any holding company or merger application and that,

4111ess otherwise ordered by the Board, any such oral presentation
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would be a public proceeding. This suggested that the application

in any such case would be made available for public inspection.

Further, although the Board's Rules of Organization and Procedure did

not expressly provide that holding company and merger applications

Would be publicly available where a public hearing or oral presentation

was ordered by the Board, its Rules Regarding Information, Submittals,

and Requests contained provision for non-disclosure of information

regarding applications "in cases in which no public hearing is held";

arld this provision seemed to suggest implicitly that applications

would be publicly disclosed where any public proceeding was ordered

by the Board. However, since there might be some question on the part

°f aPplicants and the public as to whether an application would be

available for public inspection where the Board ordered a public "oral

Presentation of views before the Board", as distinguished from a public

hearing before a hearing examiner, the Legal Division felt that it

would be desirable to amend the Board's Rules of Procedure by adding

at the end of section 262.2(f), relating to bank holding company and

nlerger applications, a new paragraph to read as follows:

In any case in which the Board orders a public hearing
or a public oral presentation of views, as soon as practicable
following publication in the Federal Register of notice of
such public proceeding, the application sha31 be available for
Inspection by the public, except such portion or portions
thereof as to which the Board finds that disclosure would not
be in the public interest.



1/12/62 -7-

At the request of the Chairman, Mr. Hackley commented on his

memorandum, indicating that the proposed amendment to the Rules of

Procedure was intended as a clarification of existing practice. It

was felt that an explicit statement in the Rules of Procedure would

be desirable, partly as a matter of public relations. Mr. Hackley

4150 suggested an editorial change in the proposed amendment.

In the ensuing discussion, Governor Mills pointed out that

if the Board ordered a closed oral presentation, no outside party

would have access to the application. If, however, the Board ordered

an open oral presentation, the proposed amendment would say that any

and all persons were entitled to scrutinize the application, except

to the extent that deletions from the application had been agreed upon.

did not see the logic in this distinction. The oral presentation,

if a public proceeding, was advertised in the Federal Register so that

'44Yone who wished to attend could do so. Also, there might be those

wh° would wish to ask for an opportunity to express themselves as

being opposed to approval of the application. To him, however, an

oral presentation was in a sense an arrangement worked out for the

convenience of the Board in order that the Board might get a first-

hand impression of the desires and purposes of the applicant and then

l'eaoh a judgment. Likewise, it was necessary for that purpose to invite

13re3entations on the part of persons who opposed the proposed trans-

4et1on. If the proposed amendment to the Rules of Procedure should be
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adopted, the Board would be burning its bridges behind it. He was not

convinced that the Board, until it obtained more experience, should

declare in its published Rules that because a public oral presentation

was ordered, anyone could have access to the application.

Mr. Hackley brought out that the Rules of Procedure, as already

adopted by the Board, made a clear distinction between hearings before

a hearing examiner and oral presentations to the Board. They provided,

however, that in either case the proceeding would be public unless

otherwise ordered by the Board, and that at any public proceeding the

Board would afford objectors an opportunity to appear and present their

Iriewe. The proposed amendment was intended only to clarify and inform

e°ncerning existing practice. Where either a hearing or oral presenta-

tion was ordered to be a public proceeding, objectors would be afforded

a41 oPPortunity to understand the basic proposal by having access to

the 
application.

Mr. O'Connell indicated that there had been a number of instances

which applicants reportedly had been approached by persons who stated

that they might wish to appear before the Board and inquired whether they

illight see the application. In reply, the applicants had stated almost

thout exception that the application was on file with the Board. If

the Board did not make such an application available, it was quite pos-

ible that objectors would have no access to the basic plan, and this

nlight create an unfortunate situation. Many Government agencies, he

4(Ited, required a public filing of applications.
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Governor King commented that if the Board was going as far as

stated in the proposed amendment, he wondered whether it would not be

desirable to go further and provide that all merger and holding company

aPPlications would be available for public inspection, whether or not

a hearing or an oral presentation was to be held. He suggested that

8°1" applications on which the Board proceeded to a decision without

a hearing or oral presentation might be just as controversial as some

°II which it was decided to order an oral presentation. Therefore, he

questioned whether it was logical to say that the application would be

available for public inspection only where the Board decided that a

Public hearing or oral presentation should be held. The public avail-

ability of all applications, less those portions that it had been agreed

tc hold confidential, might in fact dispel potential opposition. Further,

if there was opposition, the Board would want it to be well founded and

based on substantial knowledge of the proposal.

Governor Mills responded by referring to the factors required

by 
law to be considered in connection with a merger application, which

included capital and management of the participating banks. While he

felt that there might be reason to expose applicant banks in contro-

ereial cases, the availability of a complete file of applications

'4°111d mean that any person, even in a noncontroversial case, could ex-

Pl°1"e the heart and soul of an applicant bank for purposes having

4°tning to do with the transaction under consideration. Accordingly,
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he would prefer to wait and see what would happen rather than to

act now.

There followed further discussion with respect to the points

cif view expressed by Governor Mills and Governor King, from which

it aPpeared that all of the members of the Board except Governor Mills

would be prepared at this time to support an amendment to the Rules

°f Procedure going at least as far as proposed by the Legal Division.

Governor Mills then stated that it would be agreeable to him for the

rilaioritly of the Board to act on the matter if the majority wanted to

adogt such an amendment. However, he would like the record to re-

tlect the questions he had raised and also his opinion that the

"aniination of the subject had been rather superficial, without

thorough analysis of all of the problems involved.

Accordingly, with Governor Mills dissenting, the Boardts Rules

°t Procedure were amended, effective January 12, 1962, by adding the

t°11°Ring new subparagraph (7) to paragraph (0 of section 2:

In any case in which the Board orders a public hearing
or a public oral presentation of views, as soon as prac-
ticable following publication in the Federal Register of
notice of such public proceeding, the application shall be
available for inspection by the public, except such portions
thereof as to which the Board finds that disclosure would
not be in the public interest.

Attached as Item No. 4 is a copy of the material published in

the Federal Register pursuant to this action.

Messrs. O'Connell and Conkling withdrew from the meeting at

this Point.
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Application of Hackensack Trust Company. Pursuant to the

favorable decision reached at the meeting on January 11, 1962, there

had been distributed a memorandum of that date from the Legal Division

amd the Division of Examinations attaching drafts of an order and

statement relating to the application by The Hackensack Trust Company,

Hackensack, New Jersey, to merge with The Bank of Saddle Brook & Lodi,

Saddle Brook, New Jersey. Included in the memorandum was a paragraph

Proposed for inclusion in the letter to Hackensack Trust Company

n°tifying that bank of approval of the merger; the draft paragraph

expressed concern regarding the trust companyfs capital structure.

In discussion, question was raised as to the advisability of

including in the statement reference to the capital structure of the

resulting bank. One view presented was to the effect that the capital

P°sition of both of the participating banks was low, that the existing

Problem would not be enlarged by the merger, that the main support for

approval of the merger was the continued dissension within the ranks

°I* management of the Saddle Brook bank, and that no purpose would be

served by including in the statement comments on capital that might be

harmful to the resulting bank. The other point of view expressed was

that the adequacy of capital of each of the banks involved was one of

the factors required by statute to be considered in connection with a

nierger application, that it would be inappropriate to overlook the

aPital problem in the statement and then raise the question later,
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and that therefore some reference to this matter should be made in the

statement.

During the discussion, Governor Robertson also outlined reasons

'whY he felt that in a case of this kind, involving no objections and

no dissenting votes, the Board's statement could be issued in a shortened

form that would be entirely sufficient to cover the essential points.

In the light of the views that had been expressed, it was under-

that a revised draft of statement would be prepared for considera-

tiOn by the Board at a subsequent meeting.

Mr. Noyes withdrew from the meeting during the foregoing discus-

81°4) and Messrs. Shay and Veret withdrew at its conclusion.

Letter to Senator Proxmire. There had been distributed with a

Inelliorandum from Mr. Young dated January 11, 1962, a draft of proposed

rePlY over his signature to a letter from Senator Proxmire to Mr. Young

cl4ted January 5, which inquired concerning a passage in a recent report

r the Organization for Economic Cooperation and Development on the United

States in which it was suggested that an increasing, though not necessarily

Illtheaszced, Federal budget might be needed in the years ahead to help

148Ure adequate growth in final demand and employment. In his memorandum,

141% Young indicated that suggestions as to the adequacy and content of

the draft reply would be appreciated.

Following discussion of the proposed reply, no objection 
was

illterPosed to the transmission of the letter.

All of the members of the staff then withdrew and the Board went

14to executive session.
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The Secretary was informed later that during the executive

session the Board had approved the following recommendations contained

in a memorandum from Mr. Hackley, General Counsel, dated January 10, 1962:

1. That an additional position of Assistant General
Counsel be established in the Legal Division;

2. That an additional secretarial position be estab-
lished in the Legal Division in order that a
secretary might be appointed to work primarily
for the new Assistant General Counsel;

3. That a presently vacant position of Attorney be
abolished;

4. That a presently vacant stenographic position be
abolished; and

5. That Fred B. Ugast be appointed to fill the newly-
established position of Assistant General Counsel
at a salary of $15,500 per annum, subject to the
usual clearance by the Division of Personnel Ad-

ministration and contingent upon receipt of satis-
factory comments from references.

Secretary's Note: Mr. Ugast subsequently
withdrew his application for appointment
to the Board's staff.

The meeting then adjourned.

intment

Secretary's Note: Pursuant to recommenda-
tions contained in memoranda from appropriate
individuals concerned, Governor Shepardson
today approved on behalf of the Board the
following actions relating to the Board's
staff:

Frank A. Dean, as Messenger in the Division of AdministrativeServ4
the -Lees, with basic annual salary at the rate of $3,185, effective

date of entrance on duty.
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Salary increases, with change of title,
effective January 21 1962 

Division of Administrative Services

Charles P. Brown, from $3,710 to $4,056 per annum, with a
ange in title from Messenger to Operator (Mimeograph).

Aaron Dortch„ from $4,056 to $4,285 per annum, with a change
in title from Operator (Mimeograph) to Operator (Xerox-Mimeograph).

Philip D. Faber, from $4,514 to $4,763 per annum, with a
change in title from Operator (Xerox-Mimeograph) to Bindery Helper
Ind Operator (Mimeograph)*

.42Taffice of resignation

Theodore R. Wilson, Economist, Division of International
nance, effective at the close of business January 12, 1962.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

The First National City Bank of New York,

399 Park Avenue,
New York 22, New York.

Gentlemen:

Item No. 1
1/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 12, 1962

The Board of Governors of the Federal Reserve

System authorizes The First National City Bank of New

York, New York, New York, pursuant to the provisions of

Section 25 of the Federal Reserve Act, to establish a

branch in the Guarani Hotel, Asuncion, Paraguay; and to

Operate and maintain such branch subject to the provisions

of such Section.

Unless the branch is actually established and

Opened for business on or before January 1, 1963, all 

rights granted hereby shall be deemed to have been

abandoned and the authority hereby granted will auto-

matically terminate on that date.

Please advise the Board of Governors, in writing,

through the Federal Reserve Bank of New York, when the

branch is opened for business.

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.

The First National City Bank of New York,
399 Park Avenue,
New York 221 New York.

G
entlemen:

Item No. 2
1/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 12, 1962

The Board of Governors of the Federal Reserve
8 tYs em authorizes The First National City Bank of New

13rk, New York, New York, pursuant to the provisions of
",Jection 25 of the Federal Reserve Act, to establish a
°ranch in the City of Madras, Madras State, India; and to
°Aerate and maintain such branch subject to the provisions
at such Section.

Unless the branch is actually established and
Ope ned for business on or before January 11 19631 all
:tights granted hereby shall be deemed to have been
°andoned and the authority hereby granted will auto-
iCally terminate on that date.

Please advise the Board of Governors, in writing,
•iu

thr„..br gh the Federal Reserve Bank of New York, when the
t_arIch is opened for business, furnishing information as
u the exact location of the branch.

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.

sir:

Item No. 3
1/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 12, 1962.

tlaxim Since December 1, when the Board amended Regulation Q raising
Of t_um permissible rates on savings and other time deposits, a number
erp'nics have announced increases in their rates on these deposits,
or'ective January 1. In view of the widespread interest in the effects
col,his action and the poseibility that questions may be raised at forth-
oir-4:- g Congressional hearings concerning the magnitude and distribution
obt'ne rate increases, the Board would appreciate your assistance in

aifling certain data concerning recent rate developments.

Accordingly, would you please arrange for a survey by telephone
;12therwise of rates at a sample of member banks in your District, sup-
1:ng for each sample bank the information shown on the enclosed reporting

W. This survey should cover all member banks with total deposits of
tr t!illion or more on September 27, 1961, and a random 10 per cent sample
,grol," smaller meMber banks separately selected from each of three size
A al;138--tota1 deposits under $5 million, $5410 million, and $10450 million.

13131Y of reporting forms is enclosed0

kAThe completed forms should be mailed so as to reach the Board
to .-Q,kuer than January 23. Tabulations of the results will be distributed
'4.1i Reserve Banks as soon as they are available.

rate The Board would also appreciate your impressions concerning recent
t/1 developments at savings and loan associations and mutual savings banks
14, ' District, and any other information that would aid in the inter-

of recent time deposit rate developments at commercial banks.

Very truly yours,

Merritt
Secretary.

NE

PRESIDENTS OF ALL FEDERAL RESERVE BANKS.



Item No. 4

TITLE 12 - BANKS AND BANKING 
1/12/62

CHAPTER II - AMTAL RESERVE SYSTEM

SUBCHAPTER A - BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

PART 262 - RULES OF PROCEDURE

Applications and Requests

1. Effective January 12, 1962, Part 262 is amended by adding

the toil° _ ng
winew subparagraph (7) to paragraph (f) of § 262.2:

262.2 Applications and requests.

(1) Bank  holding company and merger applications.

(7) In any case in which the Board orders a public hearing or a

Pilblic oral presentation of views, as soon as practicable following

cation in the Federal Register of notice of such public proceed-

the application shall be available for inspection by the public,

illt°ePt such portions thereof as to which the Board finds that dis-

°481.1re would not be in the public interest.

2a. The purpose of this amendment is to make explicit in the

13clards
8 Rules of Procedure the present practice of the Board under

/1111.011 h-ank merger and bank holding company applications are made

that
a hearing or oral presentation ,of views shall be a public

14'()"ftling.

01.0.1
'able for public inspection in cases in which the Board orders
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b. Notice, public participation, and deferrea effective date

are not required by section 4 of the Administrative Procedure Act
tor r nles of agency procedure or practice, and therefore were not

Plrovided in connection with the adoption of these amendments.

[Sec. 11(i), 38 Stat. 262; 12 U.S.C. 248(i))

?GARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

(Signed) Merritt Sherman
Merritt Sherman,

Secretary.


