
The attached minutes of the Board of Governors

of the Federal Reserve System on February 16, 1962,

have been amended at the request of Governor Mills

to include his comments which appear in the first full

Paragraph on page 9.

If you approve these minutes as amended, please

initial below.
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Minutes of the Board of Governors of the Federal Reserve System on

Friday, February 16, 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. Sherman, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Thomas, Adviser to the Board
Mr. Molony, Assistant to the Board
Mr. Fauver, Assistant to the Board
Mr. Cardon, Legislative Counsel
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. Furth, Adviser, Division of International

Finance
Mr. Landry, Assistant to the Secretary
Mr. Yager, Chief, Government Finance Section,

Division of Research and Statistics

Money market review. Mr. Yager reported on recent developments

14 the money market, referring in the course of his remarks to the

advance refunding of the Treasury, the terms of which were announced

yes
terdaY- Mr. Thomas then commented on the situation with respect to

1344k reserves, the money supply, and related matters.

It was stated that the Treasury planned to include in its

li
terature on the advance refunding a statement of the same nature as

had been included previously relating to the value at which banks would

be allowed to carry on their books securities subscribed to by them in

connection with the refunding. No objection on the part of the Board
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being indicated, it was understood that appropriate advice would be

sent by the Division of Examinations to the Bank Examination Departments

of the Federal Reserve Banks.

Messrs. Holland, Koch, and Yager then withdrew from the meeting

and the following entered the room:

Re S e e

Mr. Hackley, General Counsel
Mr. Farrell, Director, Division of Bank Operations

Mr. Solomon, Director, Division of Examinations

Mr. O'Connell, Assistant General Counsel
Mr. Shay, Assistant General Counsel
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

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

?bruary 15, 1962, of the rates on discounts and advances in their

elsting schedules was approved unanimously, with the understanding

that appropriate advice would be sent to those Banks.

Item circulated to the Board. The following item, which had

been circulated to the Board and a copy of which is attached to these

linutes as Item No. 1, was approved unanimously:

Letter to The Hackensack Trust Company,

Hackensack, New Jersey, approving an

additional investment in bank premises.



2/16/62

Report on on competitive factors (New York-Long Beach, New York). 

Under date of February 13, 1962, copies had been distributed, with a

memorandum from the Division of Examinations, of a draft report to the

Federal Deposit Insurance Corporation on the competitive factors involved

in the proposed merger of State Bank of Long Beach, Long Beach, New York,

into Commercial Bank of North America, New York, New York.

In a discussion of the report, Governor Robertson raised a

question as to the supportability of certain statements in the portion

the text dealing with the competitive situation in Long Beach. He

sUggested the deletion of such material as well as a modification of

the conclusion.

There being agreement with these suggestions, the report was

unanimously in a form containing the following conclusion:

The considerable distance between the offices of the
two banks desiring to merge and their relatively small size
in comparison with other New York City banks appear to rule
out direct competition between the two institutions. The

merger would have an insignificant effect on Commercial
Bank's competitive position in New York City and might
serve to increase competition in Long Beach.

Governor Mills expressed the view that it might be judicious

to 
minimize the "problem bank" factor, where it appeared in the Board's

statements and competitive factor reports, particularly if the absorbing

*bank was not substantially larger than the "problem bank," because the

lalPression might be given that the absorbing bank was being downgraded
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through the the injection into its resource structure of the weaker assets

and basic management faults of the bank being absorbed.

Report on H. R. 9926 (Item No. 2). There had been distributed

under date of February 14, 1962, a draft of letter to Chairman Celler

Of the House Committee on the Judiciary replying to his letter of

February 8, 1962, that requested comments regarding H.R. 9926, a pro-

Posed revision of the Administrative Procedure Act. The draft reply

14sould, note that the bill was identical with S. 1070, 86th Congress,

uPon which the Board of Governors commented in its letter of October 14,

1959) to the Senate Judiciary Committee and that the Board had nothing

t° add to those comments. There would be enclosed with the letter to

Chairman Celler a copy of the 1959 letter, which had submitted a section-

bY-section discussion of S. 1070, including a statement of the manner in

//hich it would change the Board's present procedure and, where appropriate,

the Board's opinion as to whether such changes would be desirable.

In discussion, Governor Balderston suggested that the proposed

l'ePlY be amplified by reference to the additional experience of the Board,

l'articularly in relation to the Bank Holding Company Act of 1956 and the

bank merger legislation of 1960, since the report on S. 1070 was made.

There being agreement with this suggestion, unanimous approval

'448 given to a letter in the form attached as Item No. 2.

Mr. Cardon then withdrew from the meeting.
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Application of of Bank of Idaho (Items 3 and 4). Pursuant to the

understanding at the meeting on February 12, 1962, distribution had been

made under date of February 14 of drafts of an order and a statement

regarding the Board's approval of the application of Bank of Idaho,

Boise, Idaho, to merge with The First National Bank of Bonners Ferry,

Bonners Ferry, Idaho.

Mr. Shay referred to certain changes of an editorial nature that

j-f?,ht be made in the draft statement, following which the issuance of the

Order and statement was authorized. Copies of the order and statement,

in the form issued, are attached hereto as Items 3 and 4.

Application of United California Bank (Items 5 and 6). Distri-

bution had been made under date of February 14, 1962, of a proposed order

and statement reflecting approval by majority vote on February 12 of the

aPPlication of United California Bank, Los Angeles, California, to merge

/41th The Southwest Bank, Inglewood, California.

There being no objection, the issuance of the order and statement

/ras authorized. Copies of the order and statement are attached hereto as

jandItem
6'

Mr. Sherman reported that Governor King had advised that he would

be
agreeable to the issuance of the proposed orders and statements in the

tlio cases referred to above.

At this point Messrs. O'Connell, Shay, Leavitt, Stephenson, Achor,

and Veret withdrew from the meeting.
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Holdings of foreign currencies (Item No. 7). Distribution had

been made under date of February 15, 1962, of a proposed letter to the

Presidents of all Federal Reserve Banks regarding the manner of reporting

on Form F. R. 34 holdings of foreign currencies acquired pursuant to the

Federal Open Market Committee's authorization of February 13, 1962. The

:Proposed letter would state that such holdings should be reported in

"Other assets" opposite a new caption "Foreign currencies." It would

indicate, also, that the amount of such holdings would be shown separately

in the Federal Reserve Bulletin table concerning the weekly and monthly

c°neolidated statements of condition of all Reserve Banks. However, the

holdings would be included as part of "Other assets" and not shown

seParately, in the weekly press statements issued by the Board and the

Reserve Banks.

At the request of the Chairman, Mr. Furth commented on the draft

letter, noting that the question at issue was whether to make information

Publicly available and, if so, with what time lag. The proposal to show

the aystem's foreign currency holdings in the Federal Reserve Bulletin

with a lag of one month represented something of a compromise; the

131.°Posal not to show the holdings separately in the weekly press state-

'ents meant in effect that the time lag would not be reduced to a week.

In this connection, he referred to the two-month time lag involved in the

Publication by the Treasury of figures on its Stabilization Fund operations,

8.8 oPposed to a one-month lag in the Treasury statements regarding changes
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in the monetary gold stock. Mr. Furth noted that the currency holding

figures would not be broken down by individual currencies and went on

to say that, as compared to a six-month time lag in the Treasury's

Publication of changes in individual currency holdings of the Stabili-

zation Fund, the suggestion had been made that a breakdown be furnished

for System holdings of foreign currencies with a three-month lag. However,

no reference was made to this aspect of the matter in the proposed letter

to the Reserve Banks and a decision as to publication of such statistics

could be made by the Board later. In concluding his comments, Mr. Furth

brought out that the figures to be released on System foreign currency

holdings would not include commitments.

Mr. Farrell noted that, since F. R. 34 is an internal form, the

Use of a new caption "Foreign currencies" under "Other assets" seemed to

Pose no difficulty. With respect to the inclusion of such holdings as

Part of "Other assets" in the weekly press statements issued by the Board

end the Reserve Banks, he noted that initially, at least, the foreign

cUll'enoY holdings might not be evident because of the volume of other

items in the same over-all category.

Governor Mills observed that as a broad general principle there

1.148 no question as to the desirability of full disclosure. In this

Palticular instance, however, he raised the question whether it would

be eclvisable to follow a policy of disclosure, even with what might seem

t0 /:/. a reasonable time lag. He was concerned about the necessity for
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secrecy of operations in order to enable the System to deal with

temporary disequilibria in the foreign exchange market, which suggested

to him that disclosure of information should not be made, at least without

a long time lag. In this regard, he was apprehensive that even the publi-

cation of total holdings might permit market operators to identify the

currencies involved in System transactions. Accordingly, although the

sUggested approach contemplated a desirable objective, he wondered

whether a delay in making a decision might not be in order so that an

evalUation could be made after some experience had been gained.

In the discussion that ensued, reference was made to the general

Practice among central banks, including the Bank of England, to publish

combined holdings of gold and foreign currencies without any substantial

time lag. Reference was also made to the obligation of disclosure to the

International Monetary Fund.

Chairman Martin then commented that he was convinced the System

sh°uld work toward a practice of full disclosure of its holdings of

f°reign currencies, on a monthly although not on a weekly basis, so far

48 totals were concerned. There might be a problem, he noted, with

l'esPect to any operations in the forward exchange market and with

l'esPect to swap transactions, as to both of which effective means of

114nd-ling would have to be developed.

There followed comments, in response to an observation by

Gcr‘rernor Mills, concerning the question of the extent to which the
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Publication of of information reflecting System operations would also

reveal operations of other central banks, and it was suggested that

this was a factor that the Special Manager of the Open Market Account

for foreign currency operations would have to bear in mind in considering

the relations to be maintained with other central banks.

Governor Mills also commented that prior to 1953 transactions

14 U. S. Government securities for the System Open Market Account were

confined to so-called "qualified" dealers, which procedure was justifiably

criticized for favoring only a select group of dealers. Accordingly,

was abandoned. By comparison, the proposal to funnel transactions

in 
foreign currencies through the facilities of only one or two major

Ilev York City commercial banks would properly be exposed to similar

eriticism of suggested favoritism and the availability of inside infor-

414tion on Federal Reserve System matters to these banks.

In response, the Chairman drew a comparison with System open

Etrket operations in their early stages. He noted that the foreign

ezehange market in this country had not yet been pulled together to the

a4ble extent as the Government securities market. It was his suggestion

that the members of the Board might wish to visit the New York Reserve

13a4k, and also New York commercial banks, to study the facilities

4vai-.able for dealing in foreign exchange. Another matter deserving

8t1141Y 'was the question of commissions and earnings of those dealing in

tcll'eign exchange, along with the element of risk.

The Chairman also commented that one problem of the System's

riga€1ng in this field was that pressures might be brought upon it to
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do more more than it wished to do. The System should not succumb to any

such pressures. On the other hand, in terms of "lubrication," he felt

it was a question of the System performing the function or of someone

else performing it. This was an area where everyone should develop as

much information as possible. It was one where the System would have

to feel its way along.

The Chairman then inquired as to the wishes of the Board with

respect to the proposed letter to the Reserve Banks, noting that the

question of the manner of reporting holdings of foreign currencies on

Form F. R. 34 required a prompt decision. The comments made in reply

reflected a view that the program of disclosure of information envisaged

by the letter represented a minimum, or starting point. Accordingly, the

letter) a copy of which is attached as Item No. 7, was approved.

.9.1Vening of accounts. Mr. Sherman reported that there had been

received from the Federal Reserve Bank of New York a telegram dated

Pebruary 15, 1962, stating that the directors of the Bank had that day

44thorized, subject to the approval of the Board of Governors, the

(113ening and maintenance of foreign currency accounts with the Deutsche

likul
desbank, Banca d' Italia, de Nederlandsche Bank, and Banque Nationale

k-se. Subsequently, the Bank had received the Board's telegram of

Pebruary 15 advising of the adoption, effective February 13, 1962, of

all pm-
-.44=ndment to Regulation N regarding the opening and maintenance with

roreign banks of accounts payable in foreign currencies, and of the

13°.4rd is consent to the opening and maintenance of accounts by the New

.Y(3r1 Reserve Bank with the central banks of certain countries. It was
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assumed by the Reserve Bank that the Board's telegram in effect con-

stituted approval of the action taken yesterday by the Bank's directors.

Mr. Sherman said it was proposed to advise the New York Bank by

telegram that it was correct in its assumption that the Board's consent

to the opening and/or maintenance of foreign currency accounts with any

Of eight foreign central banks, as specified in the Board's telegram of

February 15, constituted Board approval for the opening of such accounts,

48 and when authorized by the directors of the New York Bank.

No objection to the sending of a telegram such as described by

Mr. Sherman was indicated.

Applicability of Statement of Procedure to foreign currency

212ar.9.tions (Item No. 8). When the Board's Regulation N, Relations with

11°I'eign Banks and Bankers, was revised effective January 1, 1944, the

13°ard adopted as of the same date a "Statement of Procedure With Respect

to Foreign Relationships of Federal Reserve Banks," currently set forth

in the Federal Reserve Loose-Leaf Service at No. 5720. The Statement of

Pl'ocedure, which emphasized the Board's duty to exercise special super-

illsion over foreign relationships of Federal Reserve Banks, related for

the most part to accounts opened by a Reserve Bank for foreign banks and

134rticipation in such accounts by other Reserve Banks. However, it also

c°ntained specific requirements as to discussions or conferences with

fc) eign visitors and as to all agreements, contracts, or understandings

llith foreign banks (for which the Board's prior permission was required).

14 eAdition, the Statement of Procedure included provisions regarding

clePosit accounts "due from" foreign banks; that is, accounts opened by
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a Federal Reserve Bank with foreign banks. The Authorization Regarding

Open Market Transactions in Foreign Currencies adopted by the Federal

Open Market Committee on February 13, 1962, provided in section VII

that all Reserve Banks should participate in such operations in accordance

with paragraph G(1) of the 1944 Statement of Procedure, which paragraph

required in effect that participations be allocated in accordance with

the capital and surplus of the participating Banks.

There had been distributed under date of February 15, 1962, a

memorandum from Mr. Hackley noting that in some respects the 1944 State-

allt of Procedure might be regarded as inconsistent with the program for

oPerations in foreign currencies. As an example, reference was made to

the requirement that the Board's prior permission be obtained for any

conference or negotiation with a foreign bank, that the Board's prior

aPProval be given to every agreement with any foreign bank, and that

Reserve Banks participating in accounts with foreign banks would have

the right to withdraw from such participation. The memorandum noted that

the amendment to Regulation N adopted on February 13, 1962, was intended

to make it clear that negotiations, agreements, and transactions in accounts

°Pened with foreign banks would be subject to authorization, direction, and

regUlation by the Open Market Committee to the extent that they involved

°Pen market transactions, and that in consequence the amended Regulation

Might be regarded as superseding the Board's 1944 Statement of Procedure
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in any respect in which the Statement might be inconsistent with the

amended Regulation N. However, in order to avoid misunderstanding and

to anticipate possible questions on this point, it was suggested by

Mr. Hackley in his memorandum that the Board might wish to send a

olar ifying wire to all Federal Reserve Banks along the lines of a

draft that was attached to the memorandum.

In commenting on his memorandum, Mr. Hackley noted that the

Proposed telegram to the Reserve Banks would also serve the purpose of

re-emphasizing the special responsibilities of the Board with respect

to foreign relationships, while at the same time pointing out to the

Reserve Banks where in the Loose-leaf Service a copy of the 1944

Statement could be found.

After discussion, the telegram was approved unanimously. A

coPy is attached as Item No. 8.

Functional cost data. Governor Mills referred to functional

cost data of the Federal Reserve Banks for 1961 that had recently been

distributed to the members of the Board. He suggested that it might

be helpful to have a discussion of these data by the Division of Bank

°Perations sometime in the near future.

There being agreement with this suggestion, it was understood

thej.
' such a presentation would be arranged.

The meeting then adjourned.
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Secretary's Note: Pursuant to recommen-
dations contained in memoranda from
appropriate individuals concerned, Governor
Shepardson today approved on behalf of the
Board the appointment of the following
persons to the Board's staff:

Thomas M. Klein as Economist, Division of International
Finance, with basic annual salary at the rate of $10,635,
effective the date of entrance upon duty.

Ann R. Walks. as Statistical Assistant, Division of Research
and Statistics, with basic annual salary at the rate of $4,84o,
effective February 19, 1962.

V V C
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BOARD OF GOVERNORS
Dr THE.

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
The Hackensack Trust Company,
Hackensack, New Jersey.

Gentlemen:

Item No. 1
2/16/62

ApiMEOS OFFICIAL CORRESPONIDENCC
TO THE EIOARO

February 16, 1962

Under the provisions of Section 24A of the
Neral Reserve Act, the Board of Governors of the Federal
!!eserve System approves an additional investment of
*50,000 in bank premises by The Hackensack Trust Company,
Hackensack, New Jersey, incident to the establishment of
a braneh in the vicinity of the intersection of Moonachie
Avenue and Moonachie Road, Borough of Moonachie, New Jersey.

The Board has requested that it be advised of
the action taken or to be taken with respect to the
uuderstanding between your bank and the Commissioner of
Banking and Insurance of the State of New Jersey that a
recapitalization program of the bank will be developed
e°111cidtalta11y with, or immediately after, the merger of
Your bank with Tile Bank of Saddle Brook & Lodi, Saddle
lat'oak, Wm Jersey.

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

The Honorable Emanuel Celler,Chairman, Committee on the Judiciary,
!louse of Representatives,washington 25, D. C.

11"r Mr, Chairman:

OFFICE OF THE CHAIRMAN

February 19, 1962

Item No. 2
2/16/62

Your letter of February 8, 1962, asks for the comments ofthe 
Board of Governors regarding H.R. 9926, a proposed revision ofthe Administrative Procedure Act.

The bill is identical with S. 1070, 86th Congress, upon1)1 211 the Board of Governors commented in its letter of October 14,
Of to Senator Eastland. After careful review of the provisions
na 9926 in the light of an additional two years' experience,
'i r6icularly in relation to the Bank Holding Company Act of 1956 andh 

amended provisions of section 18(c) of the Federal Deposit
etc;surance Act, the Board affirms its views as expressed in 1959. A
e:Pc,! of the Board's October 14, 1959 letter transmitting section-by-

comments on S. 1070 is enclosed herewith.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm. McC. Martin, Jr.
41e1 0 su re



UNITED STATS OF MERICA

E TH2 BOARD OF GOVLRNORS OF THE FEDERAL RESERVE SYSTEM

MSHINGTON, D. C.

AM. .

Inthe Matter of the Application of

for
aPplierol of merger with,41.e .
rat National Bank of Bonners Ferry

ON. .. .. mWr •••• .. "ft

oP IDAHO

ORDLR APPROVING PIRGER OF BANKS

Item NO. 3
2/16/62

There hPs come before the Board of Governors, pursuant to

`et,1-or 1Pt
- -̀ Acl of the Federal Deposit Insuranc Act (12 U.S.C, 1828(c)),

13Plicetion by Bank of Idaho, Boise, Idaho, a member bank of the

Peclerto
4- Reserve System, for the Boardts prier approval of the merger

t The .
First National Bank of Bonners Ferry, Bonners Ferry, Idaho, with

Prid .
into D,Jank of Idaho, under the charter and title of the latter.

Pursuant to said section 18(c), notice of the proposed

3 in form approved by the Board of Governors, has been published,

'?--Ports on the competitive factors involved in the proposed trans-

kdo

Posit Insurrnce Corporation, nnd the Department of Justice and
hav

" considered by the Board.

have been furnished by the Comptroller of the Currency, the
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IT IS ORDERED, for the reasons set forth in the Boardls

Statement of this date, that said merger be, and hereby is, approved,

Pz'ovided that said merger shall not be consummated (a) sooner than

Eleven calendar days after the date of this Order or (b) later than

three months after said date.

Dated at Washington, D. C., this 16th day of February.. 1962.

By order of the Board of Governcrs.

Voting for this action: Unanimous, with all members present.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

(sEAL)



Item No, 4
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

APPLICATION BY BANK OF IDAHO,

FOR APFROVAL CF MERGER 'WITH

THE FIRST NATIONAL BANK OF BONNERS FERRY

STATEMENT

Bank of Idaho, Boise, Idaho, ("Idaho Bank") has applied

131411.1ant to section 18(c) of the Federal Deposit Insurance Act, for the

13(lardis prior approval of the merger of that bank with The First

National Bank of Bonners Ferry, Bonners Ferry) Idaho ("First"). Under

the Agreement and Plan of Merger the banks would merge under the

Charter and title of Idaho Bank; and First would be operated as a

blaarich of the resulting bank, the total authorized offices of which

/1°1111:1 be thereby increased from 11 to 12.

Under the law, the Board is required to consider (1) the

tinallcial history and condition of each of the banks involved, (2) the

44equacY of its capital structure, (3) its future earnings prospects,

04) th
9 general character of its management, (5) whether its corporate

Pr'1"8 are consistent with the purposes of the Federal Deposit Insu
rance

Act (
' ‘v 

4‘
) the convenience and needs of the community to be served, and

(7) the effect of the transaction on competition (including any tendency

tc4tarcl monopoly). The Board may not approve the transaction unless,

atter considering all these factors, it finds the transaction to be in

thEI Public interest.
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The first five of these factors ma:: be considered 
together

as "bankine, factors". The sirth and seventh factors are considered

zeParateive

Bankdn-, factors. - Idaho Bank's condition and management 
are

satisfactory; its canital structure is reasonably adequate, and its

earrlins show a favorable trend. Idaho Bank is controlled by Western

13aricorporation, Los Angeles, California, a holdncr, company with 24

subs;
"3--TY banks holding total deposits of :3)4,630 million and operating

ill 11 western States (as of :Jecember 31, 1960). First has had heavy

learl °sses in recent years and improvement is needed in its asset

e(pliclitione Lack of a stronr. collection T)olicy, illness of its chief

ecut*lye officer, and apparent dissension amonF, its directors pose

111-"Lh er difficulties for First. Its earnings prospects are not favor-

able
but its caoitel position is strong. It appears that the prospects

all'a co i•
ncation of the resulting bank, under the leadership of Idaho 

Bank,

IToto ,
be favorable. There appear to be no inconsistencies between the

.,
'a.'4e powers of the banks involved and the Federal Deposit 

Insurance

Act.

Considerations relating to the banking factors lend supl)ort

to aPProval of the application.

Convenience and needs of the comnunities to be 
served. -

Idah° 13ank's main office is in Boise, with a population of34,500 and

a trade area 
in excess of 100,000. First is located about 260 miles

north of Boise
in Bonners Ferry (population 2,000), the county seat of

13(1/1dary 
County (population 5,800)) which constitutes the 

trade area:
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The
ecenemy of the area is based upon agriculture and lumber processing.

The lumber market has been depressed in the last two years, but income

frct dairies and farming has remained stable.

The merger would have little effect on the communities presently

sellred IT Idaho Bank, but the Bonners Ferry area may be benefited by
the

availability of increased loan capacity for large local lumber and

agricultural customers.

Competition. - Idaho Bank, with

$52 million, is the third largest bank

bank would remain in
it total

deposits.

that 160 miles from Bcnners

tric)l'e, one of which would be
Wev 

el') the two larger banks, which
State

3 afford strong competition. There presently appears to be no

"111Petition between the banks proposing to merge) and, even after

"tabli t-
-a"uiellt of the Sandpoint branch, the distances involved would

severe,
-LY limit competition. There are no banks in Boundary County

than 
First, and the nearest banking facility to Bonners Ferry isbra

rich in Sandpoint of the largest bank in the State.

Summary and conclusion. - The merger would provide a solution

the same

total deposits of about

in the State and the resulting

relative position. First has $5.3 million

Idaho Bank now operates nine branches (none less

Ferry) and has permission to operate two

at Sandpoint, 34 miles from Bonners Ferry.

lOari

D,
rrst!s 

asset problem and end the difficulties created by its heavy

operate branches throughout the

ineffective collection policies, and weak management.Pr
f q)aots for the resulting bank are favorable. There appears to be
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11° competition between the banks proposed to be merged; and Banners

-4Y may benefit through the availability to the community of a

'1Ger, stronger banks The extension of the area served by Idaho

'1. and the increment in its financial resources winch would result

fr'°111 the merger would have little effect on the relative competitive

Dositi
one of the largest banks operating branch systems in the State°

The Board finds, accordingly, that the proposed merger
s
be in the public interest,

La rY 16, 1962.



Item No. 5
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UNITED STATES OF AMERICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

In the Matter of the Application of

INTJED 
CALIFORNIA BANK

f°1" aPproval of merger withThe Southwest Bank

•••

ORDER APPROVING MERGER OF BANKS

There has come before the Board of Governors, pursuant to

Ctjon 18(c) of the Federal Deposit Insurance Act (12 U.S.C. 1828(c)),

44 aPPlication by United California Bank, Los Angeles, California, a
tembp,
'r bank of the Federal Reserve System, for the Boardis prior approval

or the 
Illerger of The Southwest Bank, Inglewood, California, with and

into u .
nited California Bank, under the charter and title of the latter.

Pursuant to said section 18(c), notice of the proposed merger,in f
rh' approved by the Board of Governors, has been published, and

l'ePort
- on the competitive factors involved in the proposed transaction

have 
bee 

furnished by the Comptroller of the Currency, the Federal

DePosi+
" Insurance Corporation, and the Department of Justice and have

°nsidered by the Board.



Upon reconsideration by the Board on the basis of additional

information following its disapproval of the original application

IT IS ORDERED, for the reasons set forth in the Board's

Statement of this date, that said merger be, and hereby is, approved,

Provided that said merger shall not be consummated (a) sooner than

Seven

three

(szkt)

calendar days after the date of this Order or (b) later than

months after said date.

Dated at Washington, D. C., this 16th day of February, 1962.

By order of the Board of Governors.

Voting for this action: Chairman Martin, and Governors
Balderston, Mills, Shepardson, and King.

Voting against this action: Governors Robertson and
Mitchell.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



Item No. 6
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

APPLICATION BY UNITED CALIFORNIA BANK
FOR PRIOR APPROVAL TO MERGE WITH THE SOUTHWEST BANK

STATEMENT

United California Bank, Los Angeles, California ("United"),

with total deposits of $1,779 million, has applied, pursuant to sec..
tion

u(c) of the Federal Deposit Insurance Act, for the Boards prior

approval of the merger of that bank with The Southwest Bank, Inglewood,

C8.4fornia ("Southwest"), with total deposits of $14.8 million, as

indicated in the attached Order of this date. Under the Agreement of

ile4er., the banks would merge under the charter and title of United;

alldthe head office and four branches of Southwest would become branches
Ot uni

ti, the total banking offices of which would be thereby increased

trom 122 to 127,

Under the law, the Board is required to consider (1) the

titialleial history and condition of each of the banks involved, (2) the

eY of its capital structure, (3) its future earnings prospects,
04) the

PeVers
are consistent with the purposes of the Federal Deposit Insur-

'kite A

et) (6) the convenience and needs of the community to be served,

aild (7) the effect of the transaction on competition (including any

general character of its management, (5) whether its corporate

te),

cY toward monopoly). The Board may not approve the transaction
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unless) after considering all these factors, it finds the transaction

to be In the public interest.

The first five of these factors may be considered together

as "banking factors". The sixth and seventh factors are considered

se
parately.

Banking factors. - United has a reasonably adequate capital

structure; its history, condition and management are satisfactory; and

its future earnings prospects are good. The same should hold true

generally for the resulting bank. Southwestts capital structure is

1°wer than desirable and its future earnings prospects are fairly

satisfactory. The bank has a serious management succession problem,

which 
has been aggravated by recent deaths and illnesses among its

senior executives and the inability of the bank to find able, experienced

bankers to fill these senior executive positions. None of the corporate

P°wsx's of the banks involved is or would be inconsistent with the Fed-

eral 
Deposit Insurance Act.

Consideration of the banking factors, therefore, lends

Support to the application.

Convenience and needs of the communities to be served. -

The head office and the four branches of Southwest are all within the

Adam
e-Inglevood economic area, approximately five to 15 miles southwost

of the downtoun area of the City of Los Angeles. The cities of

'clod, Culver City, Gardena, Hawthorne, and Lawndale, as well as

Pe'x'ts of Los Angeles city and county, are included in this economic
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area) which has a population cf about 750,000 and is the most densely

PcPulated section west of downtown Los Angeles.

The territory served by Southwest is fai:ly well-balanced

between residential and industrial use. The chief industries are air-

and, missile production, electronics, and commercial airlines

Beeause of Southwest's small lending limits and the lack of certain

services, such as a trust department, it has not been able to compete

s'i'sictively with the other banks in the area. The resulting bank,

thrl°1-Igh its higher lending limit and broader range of services, will

be better able to serve the community0

Competition. - Southwest is one of the two independent banks

in the Adams-Inglevocd area. Within this area there are 71 banking

rrices, all but seven of which are offices of five of the six largest

bankc,
operating in the Los Angeles metropolitan area) including four

qricee of United. Generally speaking, the offices of Southwest are

Situate,
u in the western part of the Adams-Inglewood area, while the

11°41'of of United are in the eastern part, and with one exception

are 1°cated no nearer than two miles from the nearest office of Southwest.

This
exception is the Southwest office at Vestern and 88th Streets, which

18 situated approximately one mile from the closest United office. Gen-

erali

Y1 75 per cent of the deposits of each office of Southwest and

United
°riginates within one and one-half miles of each of such office.

(In1y at seven per cent of Southwest's business originates in the

klmar
Y service areas of United's offices and less than one per cent of

business is derived from the primary service area of Southwest.
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Summary and conclusion. - United, which is the fourth largest

bank in the State and the third largest in the Los Angeles metropolitan

area, proposes to merge with one of the smaller community banks serving

a densely populated area 15 miles southwest of the business center of

L." Angeles. The merger will solve serious management succession prob-

lems and provide for the Southwest area the services of a competently

and aggressively managed bank. In addition, the customers of Southwest

1411 be offered banking services comparable to those now provided by

branch offices of downtown Los Angeles banks. Competition between the

larger banks in the area now served by Southwest would be intensified.

Accordingly, and in view especially of the serious management

succession problem which appears to be steadily worsening, the Board

finds that the proposed merger will be in the public interest.

Februarli 161 1962.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Deer Sir:

Item No. 7
2/16/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 16, 1962.

Hereafter, the dollar cost of total foreign currency
holdings of the Reserve Banks, acquired pursuant to the Federal
°Pen Narkct Comritteels authorization of February 13, 1962,
should be reported on Form FR 34 in "Other essets" opposite a
neW caption "Foreign currencies,"

The amount of such holdings will be shown 5erarate1y inthe 
The

Reserve Bulletin table concerning the weekly and monthly
?.onsolidated statements of condition of all Federal Reserve Banks.
!:lowever, in the weekly press gatements issued by the Board and the
!ieserve Banks, these holdings will not be shown separately but willoe included as part of "Other assets."

Very truly yours,

=tt She
Secretary:

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS



TELEGRAM Item No.
2/16/62LEASED WIRE SERVICE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

Presidents, all Federal Reserve Banks

February 16, 1962.

S-1824. Amendment to Regulation N effective February 13, 1962, author-

izing negotiations, agreements, contracts, or understandings with

foreign banks subject to authorization, direction, and regulation by

OPen Market Committee insofar as open market transactions are involved

should be regarded as superseding, to extent inconsistent, requirements

of Statement of Procedure with Respect to Foreign Relationships of

Federal Reserve Banks issued by Board as of January 1, 1944, as amended

November 17, 1948, (F.R.L.S. #5720). Otherwise, such Statement of

Procedure continues in full force and effect.

(Signed) Merritt Sherman

Sherman.


