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Minutes of the Board of Governors of the Federal Reserve System

on Monday, February 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. Kenyon, Assistant Secretary
Mr. Thomas, Adviser to the Board
Mr. Fauver, Assistant to the Board
Mr. Landry, Assistant to the Secretary

Messrs. Noyes, Garfield, Holland, Koch,
Williams, Brill, Altmann, Eckert,
Freedman, Kalachek, Partee, Solomon,
and Weiner, and Miss Dingle of the
Division of Research and Statistics

Messrs. Young, Furth, Hersey, Sammons,
Katz, Gekker, Irvine, Maroni, Mills,
and Reynolds of the Division of
International Finance

Economic review. The Divisions of International Finance and

es earch and Statistics presented a review of recent economic and

rin4ncial developments in selected foreign areas and in the United States.

Following this presentation all members of the staff withdrew

eeePt Messrs. Sherman, Kenyon, Thomas, Fauver, Noyes, and Landry and

the following entered the room:

Mr. Hackley, General Counsel
Mr. Solomon, Director, Division of

Examinations
Mr. Shay, Assistant General Counsel
Mr. Hooff, Assistant General Counsel
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Mr. Daniels, Assistant Director, Division

of Bank Operations
Mr. Leavitt, Assistant Director, Division

of Examinations
Mr. Stephenson, Special Assistant, Division

of Examinations
Mr. Achor, Review Examiner, Division of

Examinations
Mr. Fuerth, Attorney, Legal Division

Mr. Veret, Attorney, Legal Division

Discount rates. The establishment without change by the Federal

Reserve Bank of Atlanta on February 9, 1962, of the rates on discounts

and advances in its existing schedule was approved unanimously, with the

understanding that appropriate advice would be sent to that Bank.

Circulated items. The following items, which had been circulated

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

respective item numbers indicated, were approved unanimously:

Letter to The Strafford National Bank of Dover,
12t/ver, New Hampshire, approving its application
lor an additional fiduciary power.

Letter to Chemical Bank New York Trust Company,
ilev.York, New York, approving the operation of
a limited-purpose branch at 30 Broad Street for
"Period of six months following the opening oflts 

branch at 67 Broad Street.

Iiietter to Chester-Schroon-Horicon Bank, Chestertown,

lorer Y°rk' approving the establishment of a seasonalanch at Schroon Lake.

18J..etter to The Vienna Trust Company, Vienna, Virginia,
el4)r°ving an extension of time within which tost

eblish a branch at Maple Avenue and Berry Street.

Item No.

1

2

3
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Letter to Putnam County Bank, Hurricane, West
Virginia, approving an investment in bank premises.

Letter to First National Bank of Melbourne,
Melbourne, Florida, approving its application
for fiduciary powers.

Letter to National Bank of Sarasota, Sarasota,
Florida, approving its application for fiduciary
powers.

Item No. 

5

6

7

,tter to The Farmers and Merchants Bank of Vandalia, 8
ftridalia, Illinois, approving an investment in bank
premises.

Letter to the Federal Reserve Bank of St. Louis 9
.13.nterposing no objection to the release of 1961

!
u-ata contained in the statements "Borrowings from
ederal Reserve Banks" (L.5.3 and L.5.4) for use

11? connection with the preparation of a doctoral
dissertation.

Letter to Pacific State Bank, Hawthorne, California, 10
rralring (1) the establishment of a branch on 136th
_treet between Ramona Street and Hawthorne Boulevard,
tiavthorne, and (2) an investment in bank premises.

Mr. Daniels then withdrew from the meeting.

Eligibility for membership of Bank of American Samoa. There had

been circulated, with memoranda from the Legal Division and Mr. Solomon,

a draft of letter to the Federal Reserve Bank of San Francisco replying

to its letter of September 28, 1961, that presented the question of

for membership in the Federal Reserve System of The Bank

Of 4merican Samoa, Pago Pago, Tutuila, American Samoa. The draft letter

votaa 
state the conclusion reached in the Legal Division's memorandum,
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dated January 29, 1962, that as a legal matter the bank could qualify

for membership in the System under the 12th paragraph of section 19 of

the Federal Reserve Act.

The San Francisco Reserve Bank had previously informed The Bank

O r American Samoa that when a State bank is admitted to membership it

automatically acquires the benefits of deposit insurance, but that there

vas some question whether under existing provisions of the Federal

1)ePosit Insurance Act a bank in Samoa could be covered by deposit

insurance. Because of this situation and due to the fact that the bank

Iras entirely owned by the Government, the bank was further advised that

there was some doubt as to its eligibility for membership. As brought

°Ilt in the Legal Division's memorandum, the Federal Deposit Insurance

C°rPoration had tended to discourage an application for deposit insurance.

Mr. Solomon's memorandum, which was dated February 2, 1962,

inclicated that there would seem to be questions of policy involved in

c°nsidering whether it would be desirable to s4mit Bank of American

84°4 to membership in the System. Difficulties were cited that might

arise from the fact that the institution was essentially an arm of the

tiel)extment of the Interior; it might, in consequence, be difficult to

"ercise effective supervisory control over the bank. In view of these

13°11eY questions, addition of the following sentence to the last

1111* aPh of the draft letter to the Federal Reserve Bank of San

ll'ancisco was recommended: "As there are substantial questions of
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Policy as to whether or not it would be in the public interest for a

bank such as The Bank of American Samoa to become a member of the

Federal Reserve System, in the event the bank applied for membership,

careful consideration would have to be given to these basic questions

of policy."

Mr. Hackley stated that the Legal Division would have no objection

to inclusion of the suggested sentence in the proposed letter to the

San Francisco Reserve Rank.

Mr. Solomon then commented on his memorandum, following which

the Chairman inquired as to the views of the Board members on the question.

Governor Mills observed that the inquiry seemed to constitute,

in actuality, an exploration on the part of the Department of the

Interior to see whether some kind of supervision could be arranged for

the bank by one of the Government agencies having the capacity to render

such service. He suggested, therefore, that it might be desirable for

the ,,
-''aff to consult informally with the Interior Department to see if

sc)me Plan could be worked out whereby Bank of American Samoa could be

adequately supervised.

There ensued comments on the method of operation of the bank

and the nature of the policy considerations referred to in Mr. Solomon's

illem°randum, following which it was decided not to send the proposed

letter to the San Francisco Reserve Bank at this time. It was understood

that the Division of Examinations would discuss the matter informally
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with the Interior Department, after which the question would be

reconsidered by the Board.

Messrs. Noyes and Hooff withdrew from the meeting at this point.

Application of Bank of Idaho. Distribution had been made under

date of February 1, 1962, of a memorandum from the Division of

EXaMinations recommending favorably on an application by Bank of Idaho,

111°ise, Idaho, for permission to merge with The First National Bank of

Bonners Ferry, Banners Ferry, Idaho, and to establish a branch office

incident to the merger. The Federal Reserve Bank of San Francisco had

also made a favorable recommendation. The memorandum stated that the

findings under each of the statutory factors required to be considered

in bank merger applications were favorable, and the reports on

comPetitive factors of the other Federal banking agencies and the

Department were not adverse. Not only would the merger provide

4 solution for certain asset problems of The First National Bank of

Bonners Ferry, as well as for its management problem, but it would be a

Means of providing Bonners Ferry with improved banking services, all 

IlithoUt detriment to competition.

In discussion of the application, Governor Mills stated that

lie
Irotild vote for approval. He believed, however, that it would be

desirable for the statement accompanying the Board's order in this

ease to refer to the rate of expansion in the Pacific Northwest area

or Western Bancorporation, owner of a majority of the stock of Bank of

Idaho.
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Governor Robertson Robertson said that he would vote to approve the

application on the basis that The First National Bank of Banners Ferry

1ms considered a problem bank and that the proposed merger would correct

this situation. He did not believe that the other factors urged in

suPPort of the merger, including provision to the community of Banners

Perry of improved banking services, weighed too heavily.

Governor Mitchell indicated that he favored approval of the

aPPlication, although only for the reason stated by Governor Robertson.

The other members of the Board having indicated that they were

ale() favorably inclined, the application was approved unanimously, with

the understanding that an order and a statement would be drafted for

the Board's consideration.

Mr. Thomas then withdraw from the meeting.

Reconsideration of application of United California Bank. On

Janun.-- 25, 1962, the Board received an oral presentation from

rePresentatives of the two banks concerned with respect to the appli-

eati°n filed by United California Bank, Los Angeles, California, for

cc)nsent to merge with The Southwest Bank, Inglewood, California. This

Pr°ceecling followed the Board's action of September 26, 1961, denying

the aPPlication, and the Board's action of October 20, 1961, denying a

l'egllest for oral presentation. Under date of November 22, 19611

(IPPlicant renewed its petition for reconsideration and for oral

ill'esentation. On the basis of written statements in support of its
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renewed petition, the Board granted applicant an opportunity for oral

presentation. The Board also requested an investigation by the San

Francisco Reserve Bank to determine the degree of seriousness of

Southwest Bank's management situation and to gain first-hand information

regarding other points covered in the renewed petition. The Reserve

Bank's report covering the investigation was submitted to the Board

under date of January 23, 1962.

Under date of February 8, 1962, there had been distributed

copies of a memorandum from the Division of Examinations commenting on

the Points covered in the Reserve Bank's report of investigation, namely,

Southwest Bank's management situation, its competitive situation,

competition between the two banks concerned, and the cumulative effect

of this and other mergers of United California Bank upon other banks

and the general competitive situation. The Division memorandum, which

also commented on the material contained in the renewed petition,

suggested that the principal questions involved in the application were

whether Southwest Bank could obtain capable management and whether

Profitable operations could be maintained.

Asked by the Chairman to comment, Mr. Solomon noted that this

1148 a difficult case. There appeared to be relatively little competition

betveen the two banks involved in the application. With respect to the

4944gement factor, not only was there a management succession problem in

the bank but there was a current management problem, which apparently
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was complicated by certain of the personalities involved. The State of

California was dominated by large banks that could use and develop less

experienced men in branch operations, whereas the situation was different

for a small bank such as Southwest, and this might also have some bearing

on the question whether Southwest could attract competent new management.

Mr. Leavitt added the comment that it was probably more difficult

for a bank known to be "on the auction block" to get new management.

Commenting further on the case, Mr. Solomon pointed out that in

sPite of the difficulties portrayed at the oral presentation, Southwest

had been gaining deposits. How much this was due to the bank's location

Was a matter of conjecture. Further, a substantial premium was involved

it the merger proposal, tending to suggest that this might not be truly

a distress case. However, a situation may be rather difficult from the

standpoint of the seller and still be attractive from the standpoint of

the buyer.

The Federal Reserve Bank continued to recommend approval,

141% Solomon noted. If this were an original presentation, he and

Leavitt would feel that approval was in order. On the other hand,

the Board had already taken a position on this matter, and he would not

1/ant to suggest that the Board should reverse lightly positions it had

1)revious1y taken. There should be good reason for overturning a

decision. There was also the question, however, whether it was appropriate

t° say to Southwest that it must keep operating and obtain good management

and that the management problem could not be solved by selling out.



2/12/62 -10-

Mr. Achor said, in response to a question, that the information

made available through the oral presentation had not changed his

recommendation for disapproval of the application. He continued to

believe that Southwest Bank was rendering an important service to the

community. He did not believe that the management picture was as bad

as had been portrayed. The bank had operated profitably and had

attracted deposits; and the nearest other small bank in the general

area was operating successfully (Pacific State Bank of Hawthorne).

There was room for Southwest Bank with aggressive management, Mr. Achor

felt. The bank could continue to provide service for that portion of

the public that preferred to deal with a smaller bank.

There followed a general discussion of the competitive situation

in the Inglewood area and of the premium involved in the proposed merger.

Governor Balderston then commented that two leading aspects of

the application, to his way of thinking, were: (1) whether the

community of Inglewood could be properly served by a bank run by

nonprofessional bankers, and (2) the appearance that the owners of

Southwest Bank were seeking to make a quick profit on a bank started

°II-1Y a relatively few years ago. A negative answer to the first

qUestion would incline him toward approval of the merger application,

1)14 a positive answer to the second question would incline him toward

disapproval.
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At this point the Chairman called upon each member of the Board

for his views on the question, starting with Governor Mills.

Governor Mills said that he believed the Board should reverse

its position and approve the application. Leaving aside the management

factor, which admittedly was deserving of close consideration, and

focusing attention on the competitive factor, he referred to aerial

Photographs of the Inglewood area that were shown at the recent oral

Presentation. These showed the Southwest Bank's competitive area to be

hemmed in by branches of large Southern California banks, providing only

4 limited opportunity for the smaller bank to expand. The nearby

Pacific State Bank of Hawthorne had shown ability to compete with the

larger banks in its own particular trade area, but Southwest Bank had

failed to show that capacity under its present management. There was a

Illestion whether any competent executive would be interested in serving

4 bank whose directors were dissatisfied with their relationship to the

bank and could offer little real incentive to an individual to identify

himself with the bank. These factors, taken together, suggested to him

that the merger application should be approved. To do otherwise would be

t° deny the owners of Southwest their wish to dispose of a property they

bad been unable to operate to their own satisfaction. Under present

Management, he would anticipate a deterioration of the property.

Governor Robertson said that he would vote to reaffirm the

151'avi°us denial of the application on the basis that no additional
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information had been provided in the oral presentation to warrant a

reversal of the Board's position. He felt that Southwest Bank could

continue to operate satisfactorily; it had been profitable and had

grown despite its management. Reaffirmation of the position taken

Previously by the Board would throw back to Southwest Bank the problem

or getting adequate management to carry on operations in a profitable

way.

Governor Shepardson said that he would vote to approve the

application on the basis of the management problem of Southwest Bank.

As he understood the situation, a group of businessmen interested in

starting a local bank had organized Southwest. They did not know

anYthing about banking, and the services of the individuals they obtained

had not provided proper management for the bank, forcing the other

directors at the expense of their awn business interests to devote more

tilme to the bank's management than had been originally contemplated.

14°.w they wished to extricate themselves from this situation.

Governor King expressed himself as having a natural inclination

to do whatever was possible to encourage independent banking in this

e°untry. It was too bad that cases like that of Southwest Bank

ciccasionally developed; they illustrated the need to give careful

eellsideration to applications before issuing charters. While it was

l'Int°rtunate for the Board to reverse decisions, in this case it seemed

to him that the owners of Southwest were in such a frame of mind that
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they were not going to contribute much to banking. Further, the

situation in the area in question was such that a bank of this size

would have a difficult time unless its ownership was strongly determined

to make it a competitive unit. If this application was denied, there

seemed little reason to believe that the bank would be a strong

competitive unit. In these circumstances, and with considerable

reluctance, he would change his original position and now vote to

ePProve the application.

Governor Mitchell stated that he would vote to deny the application.

In his view the predicament of the stockholders of Southwest Bank was

an issue of relatively minor significance. As he saw it, approval of

the application would, in effect, be saying that the Board was convinced

that an independent bank could not compete in a metropolitan area like

Los ,lA—ugeles. He did not feel that the Board had in this case been

Presented with sufficient evidence to answer the question, and in the

absence of such evidence he would like to see independent banking

Preserved. Although his mind was not closed on the question, for the

ti4e being he would prefer to maintain the status quo. Southwest's

l'ecord indicated that it had competed and could compete. It had operated

Profitably, 
and he thought it could continue to do so.

Governor Balderston said that he would vote to approve the

al/plication. Despite his concern that branch banking had already

NAnded so far in California that the local independent banks may have
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Passed the point of no return in respect to their ability to attract and

keep competent management, the nub of this particular case was, in his

°Pinion, the banking service that the community would obtain.

Chairman Martin said that he also would vote to approve the

application. He believed that an independent bank could compete, but

Only if it wanted to compete. In this case the independent bank did

not appear willing to try, and he believed that in an instance of this

kind the Board had some obligation to the public interest, which would

not appear to be fostered by letting Southwest continue in operation

under the present management. He noted that he had not participated in

the original decision.

Accordingly, the application of United California Bank was

Governors Robertson and Mitchell dissenting.

Mr. Hackley commented that no order or statement had been prepared

when the application was originally denied by the Board on September 26,

1961. However, pursuant to the revised procedure adopted by the Board

aince that time, and inasmuch as the decision had been changed from denial

to approval, it would seem appropriate that an order and statement

reflecting the decision be issued. There being agreement with Mr. Hackley's

view it was understood that an order and statement would be prepared

for' consideration by the Board, along with a dissenting statement or

atatements.
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The meeting then recessed and reconvened at 2:30 p.m. at which

time all of the members of the Board except Chairman Martin were present,

along with Messrs. Sherman, Kenyon, Thomas, Young, Fauver, Cardon,

Hackley, Noyes, and Furth of the staff.

System foreign currency operations. Attention was called to the

set of documents relating to the proposed program of System foreign

currency operations that had been transmitted to the Federal Open Market

Committee with a memorandum dated February 9, 1962, from Mr. Young as

Secretary of the Committee. The first of these documents was a proposed

action (authorization) of the Open Market Committee regarding open

loarket transactions in foreign currencies, in form reflecting suggestions

made at the meetings of the Board on February 8 and 9, 1962. The

reMaining documents, all but one of which had been available to the

Board at its meetings on February 8 and 9, included a draft of proposed

guidelines for foreign currency operations dated February 2, 1962. The

ne1.7 document was a letter from Mr. Knight, General Counsel of the

Treasury, to Mr. Young dated February 9 transmitting a confidential

TreasurY staff memorandum on Treasury experience in the foreign exchange

market- The documents transmitted to the Open Market Committee included

the memorandum prepared by Mr. Hackley under date of February 8 outlining

the legal basis for an alternative approach under which System foreign

cUrrencY operations would be regulated, directed, and supervised by the

'1°a'r(1 of Governors rather than by the Federal Open Market Committee.
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At the beginning of today's discussion, Messrs. Young and

Haokley commented that the draft documents pertaining to System foreign

currency operations could easily be modified to the extent necessary

shot/lithe decision after discussion at tomorrow's meeting of the Open

Market Committee be to conduct such operations pursuant to the

alternative approach outlined in Mr. Hackley's memorandum of February 8.

Mr. Young then referred to a memorandum that he had prepared

under today's date in which reasons were stated for the view that an

approach under which foreign currency operations would be conducted under

the supervision and regulation of the Board rather than of the Open

Market Committee would be contrary to the economic meaning of such

°Perations and might raise difficult problems involving relations between

the Board of Governors and the Federal Reserve Banks. This memorandum

had not yet been distributed.

At the Board's request, Mr. Young read the memorandum. A basic

qUestion, the memorandum suggested, was whether transactions in cable

tr4nsfers and foreign bills of exchange would be incidental to the

crip"ing, maintenance, or reduction of foreign accounts, or whether the

ci3ening, maintenance, or reduction of foreign accounts was incidental

to f^-_,
--Llgn exchange operations. From the economic point of view, the

e"ential features of the proposed operations were twofold. First, all

fc)reign currency transactions, excluding only direct conversions of gold

Int° foreign currencies or foreign currencies into gold, would create or
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extinguish reserve credit, regardless of whether they took the form of

Purchases or sales in the open market at home or abroad or the form of

direct deals with foreign central banks. Second, all foreign currency

tr ansactions envisaged in the present program would be at the initiative

Of the System rather than a mere response to outside forces. These two

features, it was pointed out, were those that distinguished System open

market operations in Government securities and bankers' acceptances

from other domestic System transactions. The idea, as set forth in

Hackley's memorandum, of treating open market operations in foreign

currencies as incidental to the opening, maintenance, or reduction of

foreign accounts was based on the mechanism by which the operations were

effected. The counterargument was that the mechanism was irrelevant,

1314 the economic meaning of the operations was relevant. The question

Ilas not whether the Board would have authority over foreign relationships

°f the Federal Reserve Banks but how the Board might best exercise its

authority in conjunction with the Open Market Committee's authority over

SY*stein open market operations.

As to relations between the Board and the directors of the

lieeral Reserve Banks, the memorandum noted that the directors of the

Nell' York Reserve Bank had exercised the right of passing on foreign

tl'ansactions of the Bank, including the opening of accounts for foreign

ballks and loans on gold collateral, before submitting such proposals to

the Board of Governors. In these circumstances, it might be difficult
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for the Board to take the position that the directors had no right to

Pass on whether the New York Bank should purchase or sell quantities of

foreign exchange, or in fact that they had no right to be informed of

those transactions in advance of the general public. Any procedure,

however, that would reveal System foreign currency operations in advance

to the directors of the New York Bank would involve difficulties.

Farther, the New York Bank's directors might be reluctant to permit the

Bank to undertake foreign currency operations under the sole responsibility

of the Board, and the directors of other Reserve Banks might hesitate to

Permit their Banks to participate in these operations, at least without

having full information. On the other hand, the authority of the Open

Market Committee over open market operations was clearly stated in

section 12A of the Federal Reserve Act and had been accepted without

question by the directors of all Reserve Banks.

Mr. Hackley commented that the intent of his memorandum of

rehruarY 8 was not to make a recommendation. He had merely been making

legal observations. At the same time, while he felt that a program of

fc'reign currency operations under the jurisdiction of the Open Market

C°Mmittee, as heretofore discussed, could be sustained legally, he also

felt that the so-called alternative approach, which involved policy as

well as legal questions, would perhaps be more defensible from a legal

Ste.
ndPoint. Purchases and sales of cable transfers were clearly open

Market transactions. However, it was his understanding that the principal
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objective of the program was the holding of credits abroad payable in

various foreign currencies; that the purchasing and selling of cable

transfers was just a method of transferring credits and could be

regarded as more of an incident to the objective than the objective

itself. A matter of judgment was involved, of course, and different

lawyers might well have different views.

Question was raised regarding the rights of Reserve Bank

directors in connection with open market operations conducted under

section laA of the Federal Reserve Act, and Mr. Hackley replied that the

intent of section 12A was clear. No Federal Reserve Bank could engage

OX 
decline to engage in open market operations except under the direction

Of the Federal Open Market Committee, and the directors had no right to

information in respect to open market operations.

In further discussion of this point, Mr. Hackley said he was

unc°)le to see any significant difference, from the standpoint of the

'lel.' York directors being informed of operations, between acting under a

l'°cedure whereby the New York Bank was selected by the Open Market

C°rnmittee as the Bank to execute transactions for the Open Market Account and

acting under a procedure whereby the New York Bank would open and maintain

ace
(14nts with foreign banks pursuant to regulations and consent of the

8°4-11:1 of Governors.

The discussion then turned to distinctions that might be drawn

rl'°14. the standpoint of participation in transactions by the respective
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Federal Reserve Banks, it being pointed out that in the case of a gold

loan, for example, the directors of all of the Reserve Banks had a

responsibility, at least on paper, to determine whether their respective

Banks would accept participation in the loan. In the case of open

market operations, however, the participation was made automatically

according to a formula approved by the Open Market Committee.

At this point Chairman Martin joined the meeting.

After further discussion based on Mr. Hackley's memorandum of

i'lebruary 8 and Mr. Young's of February 12, it was understood that a

c°P5r of Mr. Young's memorandum would be sent to each member of the Board,

and that copies also would be available at tomorrow's meeting of the

°Pen Market Committee should it seem desirable to distribute them at

that time.

Chairman Martin commented that he felt the members of the Board

should not reach any fixed position regarding the alternative procedures

Prior to tomorrow's meeting of the Open Market Committee, particularly

in view of the history of consideration of System foreign currency

cTerations. Over a period of months, all of the discussion had been on

the 
basis that such operations would be conducted under the direction

°t the Open Market Committee. The Reserve Bank Presidents had received

Backley's February 8 memorandum only within the past day or so.

The Chairman added that he had discussed the possible alternative

4143roach by telephone with President Hayes of the New York Reserve Bank.
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It appeared that Mr. Hayes might not be able to attend the Open Market

meeting tomorrow. If he could not, however, First Vice President Treiber

would attend as Mr. Hayes' alternate and would be prepared to speak for

the New York Bank.

Chairman Martin also said that it seemed rather immaterial to

him from a technical standpoint whether foreign currency transactions

were conducted under one or the other of the alternative approaches.

?rom the standpoint of the System as a whole, however, he thought it

failaY important to have in mind the advantage of bringing all parts of

the System into the operation. He considered Mr. Hackley's memorandum

rairlsr persuasive. At the same time, he had an instinctive feeling that

it would be best, from the standpoint of the unity of the Federal Reserve

System, for foreign currency operations to proceed under the direction

°I' the Open Market Committee.

After further comments had been made along these lines, consideration

turned to the February 2 draft of proposed guidelines for transactions in

r°I'eign currencies. (The guidelines, as drafted, would be issued by the

°Pen Market Committee to the New York Reserve Bank.)

Governor Mitchell expressed the view that some portions of the

dIslIft were not particularly meaningful and said that in general the

de1ines were not as specific as he would like. Mr. Young replied that

the staff had looked at the guidelines as something that would go through

PrC)cess of evolution in the course of experience. However, they could
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be made as specific as might be desired. Governor Mitchell then

indicated that he had certain specific suggestions that he would pass

on to Mr. Young.

Governor Balderston noted language in the guidelines indicating

that maximum quotas would be established for various foreign currencies.

Such a reference might serve to raise questions, he suggested, if the

guidelines Should be made public. In light of Governor Balderston's

comment, it was the view that the guidelines should be amended to delete

any reference to maximum quotas, and that this should be a matter for

consideration by the Open Market Committee or the Board, as the case

ight be, depending on the decision as to the manner of supervising

foreign currency operations.

The discussion concluded with comments by Mr. Thomas, in response

to an inquiry by Chairman Martin, regarding the staff thinking on the

Manner of publication of System foreign currency holdings.

The members of the staff then withdrew and the Board went into

eXecutive session.

International Banking Summer School (Item No. 11). The Secretary

Ige.s informed later that during the executive session the Board gave

ecnsideration to a question that had been raised regarding the nomination

°r candidates from the Federal Reserve System to attend the International

aallking Summer School, to be held in Moscow from July 1 to July 14, 1962.

Arrn--,Itoments for U. S. representation were being made through the American
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Bankers Association. It was agreed that the names of Paul Gekker,

Economist, Division of International Finance, and George Garry, Adviser,

Federal Reserve Bank of New York, should be submitted for consideration.

Attached as Item No. 11 is a copy of the letter sent to the American

Bankers Association pursuant to this action.

The meeting then adjourned.

Secretary's Note: Governor Shepardson today

approved on behalf of the Board a letter to

the Federal Reserve Bank of Richmond (attached

Item No. 12) approving the appointment of

Robert B. Upshaw as assistant examiner.

Secret



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
The Strafford National Bank of Dover,
Dover, New Hampshire.

Gentlemen:

Item No. 1
2/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TC THE BOARD

The Board of Governors of the Federal Reserve
System has given consideration to your supplemental ap-
plication for a fiduciary power and grants The Strafford
National Bank of Dover authority to act as transfer
agent. The right so granted may be exercised only to the
extent that State banks, trust companies, or other cor-
porations which come into competition with national banks
are permitted so to act under State or local law. The
exercise of such right also shall be subject to the
provisions of Section 11(k) of the Federal Reserve Act
and Regulation F of the Board of Governors of the Federal
Reserve System.

In addition to the fiduciary power herein author-
ized, the bank was granted authority) on April 7, 1915,
to act as trustee, executor, administrator, and registrar
Of stocks and bonds.

Very truly yours,

Elizabeth L. Carmichael)
Assistant Secretary.



BOARD OF OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Chemical Bank New York Trust Company,
New York, New York.

Gentlemen:

Item No. 2
2/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

FEB 1 21S162

The Board of Governors of the Federal Reserve System

approves the operation of a limited-purpose branch by Chemical

Bank New York Trust Company, New York, New York, at 30 Broad

Street, New York, New York, for a period of six months follow-
ing the opening of its branch at 67 Broad Street, New York,
New York, provided such limited-purpose branch is established
simultaneously with the opening of the branch at 67 Broad

Street.

It is understood that the banking functions con-
ducted at 30 Broad Street will be limited to the operation of
a safe deposit facility and will not include the performance
of any other functions such as, but not limited to, the

acceptance of deposits, the paying of checks, or making of
loans.

Very truly yours,

‘Sigraell) Ett LazirkitAlai

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. O. C.

Board of Directors,
Chester-Schroon-Horicon Bank,
Chestertown, New York.

Gentlemen:

Item No. 3
2/12/62

ADDRESS OrrICIAL CORRESPONDENCE

TO THE BOARD

February 12: 1962

The Board of Governors of the Federal Reserve
System approves the establishment by Chester-Schroon-
Horicon Bank, Chestertown, New York, of a branch on Main
Street in Schroon Lake, New York, to be utilized between
June 1 and September 30 only, of each year, provided
the branch is established within six months from the date
of this letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINCTON 25 O. C.

Board of Directors,
The Vienna Trust Company,
Vienna, Virginia.

Gentlemen:

Item No. L. .
2/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE HOARD

February 12, 1962

The Board of Governors of the Federal Reserve
System extends to April 30, 1962, the time within which
The Vienna Trust Company, Vienna, Virginia, may estab-
lish a branch at the intersection of Maple Avenue and
Berry Street, Vienna, Virginia, under the authority
granted in the Board's letter dated August 30, 1960.

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.

Board of Directors,
Putnam County Bank,
Hurricane, West Virginia.

Gentlemen:

Item No. 5
2/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 120 1962

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
premises by Putnam County Bank, Hurricane, West Virginia,
of $17,054.60.

This is in addition to the previous approval
for an investment of $86,881 and covers those expenditures
set forth in your recent letter to the Federal Reserve
Bank of Richmond.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
First National Bank of Melbourne,

Melbourne, Florida.

Gentlemen:

Item No, 6
2/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 121 196

The Board of Governors of the Federal Reserve System

has given consideration to your application for fiduciary

P°wers and grants First National Bank of Melbourne authority
to act, when not in contravention of State or local law, as
itorustee, executor, administrator, registrar of stocks and

°ads, guardian of estates, assignee, receiver, committee of

estates of lunatics, or in any other fiduciary capacity in
whl.ch State banks, trust companies, or other corporations

!hich come into competition with national banks are permitted

'° act under the laws of the State of Florida. The exercise
of such rights shall be subject to the provisions of Section 11(k)

the Federal Reserve Act and Regulation F of the Board of
Uovernors of the Federal Reserve System.

A formal certificate indicating the fiduciary powers
that your bank is now authorized to exercise will be forwarded
in due course.

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. O. C.

0
0

Board of Directors,
National Bank of Sarasota,
Sarasota, Florida.

Gentlemen:

Item No. 7
2/12/62

ADDRESS orricom. CORRESPONDENCE
TO THE BOARD

February 12, 1962

The Board of Governors of the Federal Reserve System
has given consideration to your application for fiduciary powers
nd grants National Bank of Sarasota authority to act, when not
'n contravention of State or local law, as trustee, executor,ad Contravention

registrar of stocks and bonds, guardian of estates,
;svs_gnee„ receiver, committee of estates of lunatics, or in any
0 "sr fiduciary capacity in which State banks, trust companies,
,r other corporations which come into competition with national
„,11k8 are permitted to act under the laws of the State of Florida.

exeroise of such rights shall be subject to the provisions of
bection 11(k) of the Federal Reserve Act and Regulation F of the
4Joard of Governors of the Federal Reserve System.

that--Your 
 formal certificate indicating the fiduciary powers

dun bank is now authorized to exercise will be forwarded in
- course.

Very truly yours,

(SIzncii) ElizabeJ71 L Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF 6,OVERN RS
ar THE

FEDERAL RESERVE SYSTEM
WASKINGTON, 25, D. C.

Board of Directors,
The Farmers and Merchants Bank of Vandalia,
Vandalia, Illinois.

Gentlemen:

Item No. 8
2/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO TME BOARD

February 12, 1962

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 premises by The Farmers and Merchants Bank of
Vandalia, Vandalia, Illinois, of $26,256.62. This sum
includes $25,042.31 capitalized as "Building addition
andi remodeling" and $1,214.31 other bank premises costs
which represent amounts expended in excess of the
4180,00a previously approved by the Board of Governors
for the purpose of remodeling bank premises.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

It. Dale M. Lewis,
Vice President,
Federal Reserve Bank of St. Louis,Box 142
St, 

Louis 66, Missouri.

Dear Mr, Lewis:

Item No. 9
2/12/62

ADDRESS OrriCIAL CORRESPONDENCE

TO THE HOARD

February 12, 1962

whet 
This refers to your letter of Jannary 25, 1962, inquiringAf, r your Bank may release 1961 data in the statements "Borrowingsm 

Federal Reserve Banks" (L.5.3 and L.5.4).

the information has been sought in
of a doctoral dissertation on member
no objection to the release for this
calendar year 1961 contained in

It is understood that
te°13xlection with the preparationuank borrowings* The Board has

t'pose of data relating to the3 and L.5.4 statement s.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 10
2/12/62

ADDRESS OFFICIAL. CORRESPONDENCE

TO THE BOARD

February 12, 1962

Board of Directors,
Pacific State Bank,
Hawthorne, California.

Gentlemen:

The Board of Governors of the Federal Reserve
System approves, under the provisions of Section 214 of
the Federal Reserve Act, an additional investment of
$5621100 in bank premises by Pacific State Bank, Hawthorne,
California, for the purpose of remodeling and expanding
the main office and constructing two branches, one near
Torrance and the other in Hawthorne, California.

The Board of Governors also approves the
establishment by Pacific State Bank of a branch on 136th
Street between Ramona Street and Hawthorne Boulevard,
Hawthorne, Los Angeles County, California, provided the
branch is established within one year from the date of
this letter.

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.

Item No. 11
2/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 15, 1962:

Dr, Murray G. Lee, Director,
Banking Education Committee,
The American Bankers Association,12 East 36th Street,
New York 16, New York.

Dear Or, Lee:

On behalf of the Federal Reserve System, there are submittedthe, names of Mr. Paul Gekker, Economist of the staff of the Board of
Governors, and Dr. George Garvy, Adviser in the Research Department of
n? Federal Reserve Bank of New York, as candidates to attend the Inter-
national Banking Summer School to be held in Moscow from July 1 toJuly 14 of this year.

Mr. Gekker is 43 years old and occupies a position as Economistin the Board's Division of International Finance. His experience includes
.sji,!1.e five years of prewar employment with an importing firm, during whichn4.-a:17 he gained familiarity with most working aspects of foreign trade fi-
ha e ng. Almost all of Mr. Gekker's subsequent professional experience
ins,?een related to money and banking and international trade and finance.re_nis present position in the Division of International Finance, Mr. Gekker'sw,fPonsibilities include current coverage of Soviet economic developments,1;0-r.particular attention to monetary and financial topics. He has a good

41hg knowledge of the Russian language.

and ball . Dr. Garvy, who is 48, has broad experience in the field of money
a,, -king, and you may be familiar with some of his publications. He hasPi;a

4
u-LciPated, on behalf of the Federal Reserve Bank of New York, in several

-0-1:u!rnational conferences, including meetings of Central Bank TechniciansEco lle American Continent. He has lectured on monetary subjects at theEstnlic Development Institute in Washington, D. C., and at the Centro dewas'los Monetarios Latinoamericanos in Mexico City. In 1959/60, Dr. Garvy
l a visiting professor at Columbia University, and he has also previously
ec4
pr Ted at Columbia as well as at New York University. In recent years,
.

last arvY has visited central banks in Europe, Latin America, and Africa.
Dr. ,Y,ear, Dr. Garvy lectured on monetary problems in Germany and Austria.Garvy speaks Russian fluently.
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Dr. Murray G. Lee -2-

Federal 
As you undoubtedly know, both the Board of Governors and heAs

Bank of New York have, within the System, special re-
8P0nsibilities in the field of international finance. Since the forth-

session of the International Banking Summer School would provide
„unique opportunity for contact with Soviet specialists on the subject

tia, t he
n Soviet banking and finance, the Board is confident that the interests

System would be significantly advanced by the attendance ofMe 
he

Gekker and Garry.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

CONFIDENTIAL (PR

Mr. John L. Nosker, Vice President,
Federal Reserve Bank of Richmond,
Richmond 13, Virginia.

Dear Mr. Nosker:

Item No. 12
2/12/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 12, 1962

In accordance with the request contained in your
letter of February 51 1962, the Board approves the appoint-
ment of Robert B. Upshaw as an assistant examiner for the
Federal Reserve Bank of Richmond, effective today.

It is noted that Mr. Upshaw is indebted to The
4nchburg National Bank and Trust Company, Lynchburg, Virginia,
aed is indebted to, and awns one share of stock of Campbell
211-ntY Bank, Rustburg, Virginia, a nonmember bank of which
1144 father is a vice president. Accordingly, the Board's

reroval of Mr. Upshawis appointment is given with the under -Standing anding that he will not participate in any examination ofThe T
.Hyachburg National Bank and Trust Company until his indebted -

rils'ess has been liquidated, or of Campbell County Bank so long as
"e 11as indebtedness to, owns stock of, or is related to an
oiffcer of that institution.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.


