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Minutes of the Board of Governors of the Federal Reserve System

on Wednesday, December 5, 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. Young, Adviser to the Board and Director,

Division of International Finance

Mr. Fauver, Assistant to the Board

Mr. Hackley, General Counsel

Mr. Noyes, Director, Division of Research and

Statistics

Mr. Farrell, Director, Division of Bank

Operations

Mr. Solomon, Director, Division of Examinations

Mr. Connell, Controller

Mr. Hexter, Assistant General Counsel

Mr. Shay, Assistant General Counsel

Mr. Hooff, Assistant General Counsel

Mr. Furth, Adviser, Division of International

Finance

Mr. Sammons, Adviser, Division of International

Finance

Mr. Daniels, Assistant Director, Division of

Bank Operations

Mr. Goodman, Assistant Director, Division of

Examinations

Mx. Leavitt, Assistant Director, Division of

Examinations

Mr. Stephenson, Special Assistant, Division

of Examinations

Mr. Landry, Assistant to the Secretary

Mr. Collier, Chief, Current Series Section,

Division of Bank Operations

Miss Hart, Senior Attorney, Legal Division

Mr. Lyon, Review Examiner, Division of

Examinations

Mr. Doyle, Attorney, Legal Division
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Discount rates. The establishment without change by the

Federal Reserve Bank of Atlanta on December 3, 1962, of th
e rates on

discounts and advances in its existing schedule was ap
proved 

unanimously, with the understanding that appropriate advic
e would be

sent to that Bank.

Items circulated or distributed to the Board. The following

items, copies of which are attached under the res
pective item numbers

indicated, were approved unanimously:

Letter to The Richland Trust Company, Mansfield
,

Ohio, approving the establishment of a branch at

Park Avenue West and Trimble Road.

Letter to The Chemical State Savings Bank, Mi
dland,

Michigan, interposing no objection to the bank'
s

acting as paying agent on bond issues.

Letter to Citizens State Bank, Oklahoma City,

Oklahoma, granting permission to maintain r
educed

reserves.

Letter to Wells Fargo Bank, San Francisco,

California, approving the establishment of 
(1) a

branch in the Golden Gate Produce Termina
l,

South San Francisco, and (2) a branch in 
Yuba

City.

Letter to all Reserve Bank Presidents r
egarding

System participation in the Eleventh Tech
nical

Training Program of the Center for Latin 
American

Monetary Studies.

Item No.

1

2

3

4

5

Messrs. Sammons, Hooff, and Collier withdrew 
from the meeting

at this point.
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Discount Bank Investment Corporation Ltd. (Items 6, 7, and 8).

Copies had been distributed of a memorandum from the Division of

Examinations dated November 30, 1962, with further reference to a

request that the Board of Governors grant consent to the purchase and

holding by Philadelphia International Investment Corporation,

Philadelphia, Pennsylvania, of shares of Discount Bank Investment

Corporation Ltd., Tel Aviv, Israel. On October 31, 1962, the Board

had advised Philadelphia International Investment Corporation that it

would be reluctant to grant its consent as long as Discount Bank

Investment Corporation Ltd. owned shares of Mercantile Bank of Israel

Ltd., but that the Board would be pleased to receive any additional

facts or views that the Edge corporation might wish to present.

Attached to the memorandum of November 30 was a copy of a letter from

the corporation dated November 20, 1962, submitting additional facts

and views along with a proposed letter that would grant the requested

consent upon condition, among others, that Discount Bank dispose of

its holdings of stock of Mercantile Bank of Israel Ltd. within a

specified period of time. (The Edge corporation had indicated that,

if necessary to obtain the Board's consent to the proposed investment,

Discount Bank would be willing to undertake to divest itself of such

shares within six months.) It was suggested in the memorandum that in

the event the proposed letter to Philadelphia International was

approved similar letters be sent to First Pennsylvania Overseas Finance
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Corporation, Philadelphia, Pennsylvania, and Continental International

Finance Corporation, Chicago, Illinois, which had also requested

consent to acquire shares of Discount Bank Investment Corporation Ltd.

After discussion, the letters to Philadelphia International

Investment Corporation, First Pennsylvania Overseas Finance Corporation,

and Continental International Finance Corporation were approved 

unanimously. Copies are attached as Items 6, 7, and 8.

Mr. Brill, Adviser, Division of Research and Statistics, joined

the meeting at this point.

Investment in Colombian financiera (Item No. 9). After further

study by the staff in light of a question raised at the meeting on

November 23, 1962, there had been distributed a draft of alternative

letter to Manufacturers Hanover International Finance Corporation,

New York, New York, regarding a proposed investment in Corporacion

Financiera Colombiana de Desarrollo Industrial, Bogota, Colombia. The

draft would refer to a letter from the Edge corporation dated November

26, 1962, which stated that its request for consent to the investment

"may be deemed to have been made, at your election, either on behalf of

this Corporation or on behalf of its sister Corporation, Manufacturers

Hanover International Banking Corporation." It was the view of the

Division of Examinations, as expressed in a memorandum dated December 4,

1962, that on the basis of the supplemental information provided by

Manufacturers Hanover it would be preferable for the shares of the
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Colombian financiera to be held by the banking corporation rather than

by the financing corporation, and the proposed letter to Manufacturers

Hanover was phrased so as to grant consent on that basis.

Governor Robertson commented that this treatment of the matter

would eliminate the problem he had mentioned at the meeting on November

23. However, he felt that this case pointed up the question of the

desirability of having two kinds of Edge corporations, namely, banking

corporations and financing corporations. Governor Mitchell commented

that he hoped to distribute to the Board shortly a summary memorandum

on major issues involved in the current Regulation K study, in order to

assist the Board in determining what position it would want to take on

broad policy questions in this area.

Thereupon, the letter to Manufacturers Hanover International

Finance Corporation, a copy of which is attached as Item No. 9, was

.P.2a2/2!1 unanimously.

Messrs. Shay, Furth, and Goodman withdrew from the meeting at

this point.

Application of United Virginia Bankshares (Items 10, 11, and 12).

Pursuant to the decision reached at the meeting on November 15, 1962,

there had been distributed a proposed order and statement approving the

application of United Virginia Bankshares, Incorporated, Richmond, Virginia,

to become a bank holding company by acquiring shares of six Virginia

banks: Citizens Marine Jefferson Bank, Newport News; First and Citizens
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National Bank of Alexandria, Alexandria; First National Trust and

Savings Bank of Lynchburg, Lynchburg; Merchants and Farmers Bank of

Franklin, Franklin; State-Planters Bank of Commerce and Trusts,

Richmond; and The Vienna Trust Company, Vienna.

Governor Robertson requested that the issuance of the order

and majority statement be withheld for a day in order that his dissenting

statement might be issued in company therewith, and it was understood

that this would be done.

In discussion of the majority statement, Governor Mitchell

indicated that he had certain changes to suggest and that, if agreeable,

he would pass them along to the Legal Division for consideration. As

Governor Mitchell explained his suggestions, they went principally to

the point that in his view the statement should not accept the contention

that larger aggregations of banking resources were required to promote

the economic growth of the State of Virginia. Governor Mitchell indicated

that he had regarded this as a borderline case, he had come to his own

decision on the matter principally on the basis of his general theory

that if study of a holding company application does not reveal unfavorable

consequences, the application should be approved. While he was

agreeable to most of the statement as formulated, he considered it

important not to endorse the idea that large aggregations of banking

resources were necessary for the development of a State such as Virginia.

Governor Mitchell's comments led to a general discussion of the

Point to which he had referred, during which Governors Shepardson and
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Mills expressed views along the lines that the availability of

additional banking resources through a holding company organization

might be helpful in meeting the credit demands of larger borrowers

while at the same time there was nothing to suggest a failure on the

part of holding company subsidiary banks to be attentive to the needs

of smaller local borrowers.

At the conclusion of this discussion, Chairman Martin noted

that Governor Mitchell's main difficulty with the statement centered

around the thought that it should not indicate that larger aggregations

of banking resources were "required" to promote economic growth of the

State. The Chairman suggested that it should be possible for the staff

to make modifications in the statement to alleviate this difficulty,

while at the same time bearing in mind the views that had been expressed

by other members of the Board.

Accordingly, it was understood that Governor Mitchell would turn

over his suggestions to the Legal Division for consideration, that the

Legal Division would consider what modifications were feasible in the

light of those suggestions and the discussion at this meeting, and that

the order and majority statement would then be issued, in company with

Governor Robertson's dissenting statement, unless the staff found that

there were questions of substance such as to necessitate bringing the

statement back to the Board for further review.

Secretary's Note: The order, majority

statement, and dissenting statement were
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thereafter issued in the form attached

under Items 10, 11, and 12, respec-
tively.

Mr. Dembitz, Associate Adviser, Division of Research and

Statistics, entered the room at this point and Messrs. Stephenson and

Lyon withdrew from the meeting.

Gold vault facilities at New York Bank. In a letter dated

October 26, 1962, the Federal Reserve Bank of New York submitted for

the Board's consideration proposed building alterations to provide

additional vault space for earmarked gold, the estimated cost of the

project being around $470,000. This proposal was the subject of

discussion with President Hayes by the Board's Committee on Organization,

Compensation, and Building Plans on October 30, following which Mr. Hayes

Presented additional information in support of the project in a letter

to Governor Mitchell dated November 9, 1962. There had now been

circulated to the Board a memorandum from the Division of Bank Operations

dated November 15, 1962, summarizing the proposal and submitting, if the

Board should be disposed to approve it, a draft of letter to the New

York Reserve Bank authorizing the Bank to proceed, with the view

expressed that the expenditure should be capitalized.

Governor Mitchell commented that after reviewing the underlying

documentation he doubted whether the request should be approved. In

addition to the question whether a concentration of gold in New York

City such as the Reserve Bank contemplated was desirable, he noted the
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appreciable expense that would be involved in providing additional

storage facilities when ample facilities apparently existed elsewhere,

as at Fort Knox, Kentucky. He was inclined to feel that the Reserve

Bank overemphasized the importance of holding earmarked gold in its

own vaults, and that it would be logical to proceed on the basis of

using such storage facilities as would be most efficient, including

either Government vaults or the vaults of other Reserve Bank offices.

On the other hand, it appeared that there was one significant factual

issue that would have to be explored further, namely, the possibility

of taxation upon foreign central banks if their gold was held under

earmark in States other than New York.

In the discussion that ensued, Governor Robertson suggested

exploration of the use of vault facilities at West Point, New York,

Which would appear to be safer than facilities in New York City in the

event of nuclear attack.

Chairman Martin then suggested that in view of the questions

that existed it would appear desirable to explore the matter further,

and to hear the views of the New York Reserve Bank, before any decision

was reached, and there was agreement with this suggestion.

Mr. Daniels then withdrew from the meeting and Mr. Partee,

Chief, and Mrs. Ulrey, Economist, Capital Markets Section, Division of

Research and Statistics, entered the room.
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Banks' methods in making security loans (Items 13 and 14).

Copies had been distributed of a memorandum from Mr. Noyes dated

December 3, 1962, relative to proposed interviews about banks' methods

in making security loans. Attached to the memorandum were draft

letters to all Reserve Bank Presidents asking them to arrange interviews

with a few bankers as to their methods and standards in making loans on

securities as well as separate letters to the Presidents of the New

York, Chicago, and San Francisco Reserve Banks asking that they arrange

additional interviews with several larger banks in their respective

districts. Copies of a list of the questions proposed to be asked in

the suggested interviews were also attached to the memorandum.

The memorandum stated that the results of the proposed

interviews would be a useful supplement to the data obtained in the

Board's recent survey of outstanding security loans and would help in

evaluating possible compliance problems for smaller banks if Congress

Should authorize extension of Regulation U to unlisted securities. It

was also believed the resulting information on banks' experience in

lending on unlisted securities would be useful if Congress were to

authorize the Board to permit such credits by brokers under Regulation T.

It was the view of the Division of Research and Statistics that the

asking of the proposed questions would not present any problem at the

Reserve Banks; and it was suggested that following study of the answers

received and after further analysis of the data from the recent survey
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of bank loans on securities it might be desirable to ask some of the

Reserve Banks to pose the attached questions to perhaps a half dozen

additional banks whose replies indicated unusual activity in the field

of security loans.

Asked for his comments, Mr. Noyes said that he had taken the

occasion of the Presidents' Conference on December 3 to ascertain

whether the Reserve Bank Presidents would have any objection to the

proposed program of interviews, and none had been expressed. On a

question from Governor Mills, Mr. Dembitz remarked that the Chairman

of the Securities and Exchange Commission in a letter dated May 24,

1962, had indicated a need for information of this kind to assist the

Commission in its special study of the securities markets and that the

scope of the proposed interviews did not go beyond what the Securities

and Exchange Commission apparently had in mind.

The letter to all Federal Reserve Bank Presidents and the

separate letters to the Presidents of the New York, Chicago, and

San Francisco Reserve Banks were then approved unanimously. Attached

as Item No. 13 is a copy of the letter to all Banks; attached as

Item No. 14 is a copy of the letter to the New York Bank; the letters

to the Chicago and San Francisco Banks were similar.

Margin Account Panel (Item No. 15). In a letter dated

November 1, 1962, President Funston of the New York Stock Exchange

had proposed discontinuance of the Margin Account Panel, a monthly
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survey started in 1956 that provided a cross-sectional picture of the

structure of consumer credit in the stock market. Under date of

December 4, 1962, there had been distributed copies of a memorandum

from Mr. Noyes that reviewed the history and summarized the nature of

the survey. The memorandum urged that means be found to continue the

Margin Account Panel. Far from becoming less useful as a larger mass

of past observations became available, it appeared that a continui
ng

study of this kind would become a more valuable tool, since variations

in the current structure of debt could be interpreted better in the

light of a growing body of experience. Further, at a period when

Proposals for major regulatory changes affecting the stock market 
would

Probably be introduced into Congress as a result of the current

Securities and Exchange Commission study of the securities market, 
data

such as provided by the Margin Account Panel would be essential for

adequate analysis. In consequence, not only should their collection be

continued but ways should be explored of shortening the processing 
time

and improving the quality of the data. Should the New York Stock

Exchange decide definitely not to conduct the survey further at its ow
n

expense, the memorandum listed alternative arrangements that mi
ght be

considered, including the possibility of subsidizing the conduct of

the survey by the Stock Exchange or conducting the survey as a Fede
ral

Reserve System project.

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



CM)

12/5/62 -13-

Following remarks by Mr. Brill in supplementation of the

memorandum, he and Mr. Noyes responded to questions concerning the

usefulness of the information provided by the Margin Account Panel and

the reasons why it was considered important that the survey be

conducted as frequently as at present.

Comments by members of the Board reflected a view that it would

be desirable for the Margin Account Panel to be continued. Chairman

Martin then suggested that the reply to Mr. Funston be in terms that in the

view of the Board it would be desirable if the New York Stock Exchange

could continue to conduct the survey. Then, depending on developments,

the matter could be considered further by the Board if necessary.

There was agreement with this suggestion as to procedure.

Secretary's Note: A copy of the letter

sent to Mr. Funston pursuant to the

foregoing understanding is attached as

Item No. 15.

Messrs. Brill, Dembitz, and Partee then withdrew from the meeting,

along with Miss Hart and Mrs. Ulrey.

Department store reporting _program (Item No. 16). Mr. Sherman

reported that in accordance with the understanding at the meeting of the

Board on November 27, 1962, the Conference of Presidents of the Federal

Reserve Banks had considered at its meeting on December 3 the letter

proposed to be sent to Mr. H. H. Bennett, President of the National 
Retail

Merchants Association, regarding the program of department store reports.

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



12/5/62 -14-

Mr. Sherman said he had been informed that the Presidents unanimously

endorsed the sending of the letter. They apparently were prepared to

deal with any remonstrances from the trade that might result.

Thereupon, the transmittal of the letter to Mr. Bennett was

authorized. A copy of the letter, as sent, is attached as Item No. 16.

Delegation of certain types of authority. In a memorandum

dated November 16, 1962, copies of which had been distributed,

Governor Mitchell presented the question of delegating authority for

deciding certain types of items processed in the Division of

Examinations and expressed his belief that there were significant

administrative advantages to be realized by a move in that direction.

Attached to Governor Mitchell's memorandum was one prepared with the

assistance of Mr. Solomon, Director of the Division of Examination
s,

delineating areas where such a technique might be appropriate and 
areas

where it would appear inappropriate. It was noted that for the year 1962

the items included in the functions grouped as "largely nondelegable"

were estimated to involve around 242 cases, while those involving

"largely delegable" functions were estimated to total around 392.

In commenting on the matter, Governor Mitchell outlined 
in

general terms some of the advantages that he saw in delegating

responsibility to the fullest extent practicable. He stressed that it

had not been intended that the Board take action immediately on the

proposals contained in the memoranda that had been distributed.
 Should
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the Board be disposed to look into the question further, a study

would be indicated as to the setting up of appropriate policy guidelin
es

and the establishment of a reporting system. The broad question

involved was the type of administrative organization desired by the

Board, with a view to the prompt and effective disposition of matt
ers

requiring decision.

Following Governor Mitchell's introductory remarks, there was

a general discussion during which the Secretary, at the request of 
the

Chairman, reviewed the extent to which, and the manner in which,

delegation of authority for certain responsibilities had been p
racticed

by the Board prior to 1954.

During the discussion, members of the Board expressed prelimina
ry

views as to the advantages and disadvantages of delegation o
f authority

Within the Board's organization. The general tenor of these comments

suggested sympathetic consideration of the points that argued in favor

of further exploration of the possibility; there were, on the othe
r

hand, certain reservations expressed--aside from legal considerations
--

as to the manner and extent of delegation of authority that would 
be

regarded as appropriate.

The Chairman then turned to Mr. Hackley for comments on 
legal

aspects of the question, and the latter indicated that a stu
dy was

currently in process. Although the Division would like to pursue the

inquiry further before reaching definite conclusions, it appear
ed to
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him at present that there might be substantial legal questions involved

in delegations of authority to individual members of the Board, the

staff, or the Federal Reserve Banks in the absence of legislation or,

perhaps, action under a Presidential reorganization plan.

In the light of Mr. Hackley's comments, Chairman Martin suggested

that the question of delegation of authority be deferred for further

consideration after completion of the study by the Legal Division, and

there was agreement with this suggestion.

All members of the staff with the exception of Messrs. Sherman

and Fauver then withdrew from the meeting.

Director appointments. The following were appointed as Deputy

Chairmen of the Federal Reserve Banks indicated for the year 1963:

Cleveland Logan T. Johnston, President, Armco Steel Corporation,

Middletown, Ohio

Richmond William H. Grier, President, Rock Hill Printing &

Finishing Company, Rock Hill, South Carolina

St. Louis J. H. Longwell, Director, Special Studies and

Programs, College of Agriculture, University of

Missouri, Columbia, Missouri (reappointed)

Dallas Morgan J. Davis, Chairman of the Board, Humble

Oil & Refining Company, Houston, Texas

It was agreed to ascertain through the Chairmen of the respective

Federal Reserve Banks whether the following would accept appointment, if

tendered, as directors of the Federal Reserve Bank branches indicated for

three-year terms beginning January 1, 1963, with the understanding that

if it were found that they would accept appointment if tendered, the

appointment would be made:
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Buffalo Maurice R. Forman, President, B. Forman Company,

Rochester, New York

Baltimore E. Wayne Corrin, President, Hope Natural Gas Company
,

Clarksburg, West Virginia

Detroit Guy S. Peppiatt, President, Federal-Mogul-Bower

Bearings, Inc., Detroit, Michigan

Little Rock Carey V. Stabler, President, Little Rock Univers
ity,

Little Rock, Arkansas

Houston Donald B. Campbell, Works Manager, Sabine River 
Works

E. I. du Pont de Nemours and Company, Orange, 
Texas

Secretary's Note: It was subsequently

learned that each of the above-mentioned

individuals would accept appointment if

tendered. Accordingly, appointment

telegrams were sent to Messrs. Forman,

Stabler, and Campbell on December 6, to

Mr. Corrin on December 12, and to Mr.

Peppiatt on December 14, 1962.

Foreign travel by Mr. Young. The Board authorized Mr. Young,

Adviser to the Board and Director, Division 
of International Finance, to

travel to London, England, on December 14, 
1962, following a meeting in

Paris, France, on December 12 and 13 of Wo
rking Party 3 of the

Organization for Economic Cooperation an
d Development, to confer with

Officials of the British Treasury and th
e Bank of England. It was

understood that Mr. Young's travel exp
enses would be reimbursed on an

actual expense basis, including official ent
ertainment.

The meeting then adjourned.

Secretary's Notes: On December 4, 1962,

Governor Shepardson approved on behalf

of the Board the following items:

Letter to the Federal Reserve Bank of
 Cleveland (attached Item No. 17)

approving the designation of Robert Baug
hman and Arthur Kessnick as special

assistant examiners.
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Memoranda from appropriate individuals concerned recommending the

following actions relating to the Board's staff:

Appointment 

Sandra B. Malone as Stenographer in the Legal Division, with basic

annual salary at the rate of $4,110, effective the date of entrance

Upon duty.

Salary increase

C. Hadley Fraser, from $8,575 to $8,840 per annum, with a change

in title from Assistant Federal Reserve Examiner to Federal Reserve

Examiner, Division of Examinations, effective January 6, 1963.

Governor Shepardson today approved on

behalf of the Board memoranda from

appropriate individuals concerned

recommending increases in the basic

annual salaries of the following persons

on the Board's staff, effective December

9, 1962:

Att W. Hammons, Jr., Assistant Federal Reserve Examiner, Division

of Examinations, from $8,045 to $8,310.

Theodore L. Jones, Messenger, Division of Administrative Services,

from $3,350 to $3,455.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. O. C.

Board of Directors,
The Richland Trust Company,

Mansfield, Ohio.

Gentlemen:

Item No. 1
12/5/62

ADDRESS °maw. CORRESPONDENCE

TO THE BOARD

December 5, 1962

The Board of Governors of the Federal Reserve

System approves the establishment of a branch at the

northwest corner of Park Avenue West and Trimble Road,

Mansfield, Ohio, by The Richland Trust Company, provided

the branch is established within six months from the date

of this letter.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.

(The letter to the Reserve Bank stated that the Board also

had approved a six-month extension of the period allowed to

establish the branch; and that if an extension should be

requested, the procedure prescribed in the Board's letter

Of November 9, 1962 (s-1846), should be followed.)
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
The Chemical State Savings Bank,

Midland, Michigan.

Gentlemen:

4637
Item No. 2
12/5/62

ADORES!! OFFICIAL CORREOPONDIENCC

TO Tilt BOARD

December 5, 1962.

This refers to your request for permissi
on to act

as the paying agent on bond issues.

Following consideration of the information su
b-

flatted, the Board of Governors of the Federal Re
serve System

will interpose no objection to The Chemical Sta
te Savings

Bank acting as paying agent on bond issues.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,

Assistant Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
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Board of Directors,
Citizens State Bank,
Oklahoma City, Oklahoma.

Gentlemen:

WASHINGTON 25. D. C.

Item No. 3
12/5/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 5, 1962

Pursuant to your request submitted through 
the Federal

Reserve Bank of Kansas City, the Board of Gov
ernors, acting under

the provisions of Section 19 of the Federal R
eserve Act, grants

Permission to the Citizens State Bank to maintai
n the same reserves

against deposits as are required to be maintain
ed by banks located

outside of reserve cities, effective as of the date th
e bank is

admitted to membership under a national bank char
ter.

Your attention is called to the fact that such
 permission

iS subject to revocation by the Board of Gov
ernors.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,

Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,

Wells Fargo Bank,

San Francisco, California.

Gentlemen:

Item No. 4
12/5/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 5, 1962

The Board of Governors of the Federal
 Reserve

System approves the establishment of a bran
ch by Wells

Fargo Bank in the Golden Gate Produce T
erminal (vicinity

Airport Boulevard and Bayshore Freeway), 
South San

Francisco, California, and a branch in th
e vicinity of

north Colusa Highway between Onstott Road
 and Gray Avenue,

in Yuba City, California, provided the 
branches are es-

tablished within six months from the date
 of this letter.

Very truly yours:

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,

Assistant Secretary.

(The letter to the Reserve Bank stated that the Board also had

approved a six-month extension of the period allowed to establish the

branches; and that if an extension should be requested for either

branch, the procedure prescribed in the Board's letter of November 9,

1962, (1846), should be followed.)
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Dear Sir:

Item No. 5
12/5/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 5, 1962.

The Board has received a letter dated October 29, 1962 (cop
y

attached) from the Center for Latin American Monetary Studies inviting

the System to designate one or more persons to participate in the

Eleventh Technical Training Program to be held in Mexico City April 26-
Au gust 16, 1963 The Federal Reserve Banks have been invited each year

nomi nate staff members to participate in this program, which the

Board believes to have been profitable to the participants and
 to the

_ystem. As you were informed by letter dated October 22, 1962, the

Board recently accepted an invitation to become a "cooperating member”

c'
th 
f the Center. This action makes it even more appropriate than before

at the System participate in the training program as well as in other
actxvities of the Center.

If your Bank wishes to nominate a member of its staff to
Ptarticipate in the 1963 program, please submit the nomination not later

.han the end of December 1962. Each nomination should be accompanied

bY a brief resumeiof the candidate's training and experience. As you

are aware, nominees should have sufficient command of Spanish to

Pfarticipate effectively in the program of the Center, both in the

°rmal meetings and in informal discussions with other trainees.

The forms to be filled out by prospective participants,

mentioned in the third paragraph of the letter from CEMLA, will be

uPPlied at a later date to those candidates who are nominated and

accepted for attendance.

Very truly yours,

f4o0

Merritt Shellhk

En
closure

It° THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

adelphia International Investment Corp oration,

adelphi a, Pennsylvania.

Gentlemen:

"I (;1!

Item No. 6
12/5/62

ADDRESS OFFICIAL CORIFICOPONDIENCC

TO TH( BOARD

December 5, 1962.

BOirmA Reference is made to your letter of November 20
p 1962 referring to the

'"Als letter of October 31, 1962 regarding your request 
that the Board of Governors

il7Isent to the purchase and holding by Philadelphia 
International Investment Corpora-

4:4 ("PIIC") of "Ordinary shares" of Discount Bank Investm
ent Corporation Ltd., Tel

4-17, Israel ("DBIC"), at a cost not to exceed US$150,000.

It is noted that (a) DBIC would agree and undertak
e to aurrender its voting

rightsBo__ arising from shareholdings ir. Mercantile Bank of 
Israel Limited or (b) if the

would be unwilling to grant the consent despite DBIC's readiness to 
negate its

of t1,1g Power in Mercantile Bank stock, DEIC would agree and 
undertake to divest itself

00 d.41 shares of Mercantile Bank within six months. Accordingly, the Board grants its

eerle_ent for PIIC to purchase and hold "Ordinary shares" of DBI
C at a cost not to ex-

th:cL aPproximately US$150,000 previded.that such stock is 
acquired within one year from

int date of this letter and Provided further that DBIC 
shall divest itself of all

earierest, direct or indirect, in shares of Mercantile 
Bank of Israel Limited at the

Of 4-iest practicable date and, in any event, not 
later than six months from the date

this letter.

The Board's consent is granted upon ccndition tha
t PIIC shall dispose of

/3110111u dings of stock of DBIC, as promptly as practicable, in
 the event that DBIC

ctIri d at any time (1) engage in issuing, underwriting, selling or distri
buting se-

goodti" in the United States; (2) engage in the gener
al business of buying or selling

z108831 wares) merchandise, er commoditees in the United STdates or transact any
 busi-

blaei ri the United States except such as is incidental to its internat
ional or foreign

t1:8851 or (3) otherwiss eoreeo.c'e it e operations in a
 manner whicn, in the judgment

i
1 
"8 Board of Governors, causes the eontinued holding of its stock by 

PIIC to be

11IPPre ro Priate under the provIsions of SectIon 250) of the Federal 
Reserve Act or

ations thereunder4

Of re— Upon completion of the prcpesed financing, it is requested th
at the Board

Of jvernors be furnished; through the :Federal aeserve Bank of 
Philadelphia, copies

sto,:C revised Articles of Association ane '337.-Laass, together with a l
ist of all known

hol olders holding five per cent or more of any class of sock of DBIC 
and their

Very truly yours,

(SigneC) Kenneth A. Kenyon

Kenneth A. Kenyon,

Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

hret
Pha d'ennsylvania Overseas Finance Corporation,

4-elphi a s Pennsylvania.
CieIltlezen:

Item Nb.7
12/5/62

ADDRILUB °maim. CORRIESPONDIENCIC

TO THIE BOARD

December 5, 1962.

Reference is made to the Board's letter 
of October 31, 1962 regarding your

l'ecitleatingb of June 19, 1962 that the Board of Governors 
consent to the purchase and hold-

of NY First Pennsylvania Overseas Finance Corpor
ation ("FPOFC") of "Ordinary shares"

tot-2count Bank Investment Corporation Ltd., Tel Av
iv, Israel (UDBIC4)„ at a cost

uu exceed US$50,000.

ecIrPo 
In a letter dated November 20, 1962, Philad

elphia International Investment

take Itrion, Philadelphia, Pennsylvania, 
advised that (a) DBIC would agree and unde

r-

lera„ surrender its voting rights arising from 
shareholdings in Mercantile Bank of

ttnr. Limited or (b)if the Board would be unwilling
 to grant the consent despite

alle a readiness to negate its voting power in 
Mercantile Bank stock, DBIC would agree

AccoLncl,ertake to divest itself of all shares of 
Mercantile Bank within six months0

aher,,-4.4:,nglYs the Board grants its consent for FP
OFC to purchase and hold nOrdinary

of DBIC at a cost not to exceed approximate
ly US$50,000 provided that such stock

e(Nixed within one year from the date of this 
letter and provided further that DBIC

01'4 divest itself of all interest, direct or 
indirect, in shares of Mercantile Bank

etx _raal Limited at the earliest practicable date 
and, in any event, not later than

months from the date of this letter.

its h , The Board's consent is granted upon c
ondition that FPOFC shall dispose of

at au dings of stock of DBIC, as promptly as pr
acticable, in the event that DBIC should

ilatg,i1Tle (1) engage in issuing, underwriti
ng, selling or distributing securities

united States) (2) engage in the general 
business of buying or selling goods,

the °,3111erchandises or commodities in the United 
States or transact any business in

rleseutited States except such as is incidental to
 its international or foreign busi-

the 1,0°r (3) otherwise conduct its operations in 
a manner which, in the judgment of

,kPprobafd of Governors, causes the continued 
holding of its stock by FPOFC to be in-

'LEttio'r'Ette under the provisions of Section 2
5(a) of the Federal Reserve Act or regu-

ta thereunder.

kvern„ Upon completion of the proposed finan
cing, it is requested that the Board of

the „fa be furnished, through the Federal Reser
ve Bank of Philadelphia, copies of

atoeiaad Articles of Association and By-Laws, t
ogether with a list of all known

hoL4.4'44ders holding five per cent or more of any c
lass of stock of DBIC and their

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A, Kenyon,
Assistant SecrelarY.Digitized for FRASER 
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, 0. C.

',°11tinental International Finance Corporation,
'llicago, Illinois.

Gentlemen:

Item NO. 8
12/5/62

ADDRESS OFFICIAL CORRESPONCENCIC

TO THE 'BOARD

December 5, 1962.

Reference is made to the Boardts letter of October 31, 1962, regarding your

fZeist of October 25, 1962, that the Board of Governors consent to the purchase and

to rl by Continental International Finance Corporation (uCIFC") of "Ordinary sha
res"

4-ecount Bank Investment Corporation Ltd., Tel Aviv, Israel ("DBIC"), at a cost of

150 (equivalent).

COrpo In a letter dated November 20, 19621 Philadelphia International Investment

take fa-Lion, Philadelphia, Pennsylvania, advised that (a) DBIC would agree and under-

60 surrender its voting rights arising from shareholdings, in Mercantile Bank of

1],B1. 11 Limited or (b) if the Board would be unwilling to grant the consent despite

,"18 readiness to negate its voting power in Mercantile Bank stock, DBIC would agree-4,4 —4
Aceoupaertake to divest itself of all shares of Mercantile Bank within six months.

841.rd1ng1Y, the Board grants its consent for CIFC to 
purchase and hold "Ordinary

8to ea" of DBIC at a cost not to exceed approximately US$50,150 provided that such

thjtk.„18 acquired within one year from the date of this letter and provided further

lierc IC shall divest itself of all interest, direct or indirect, in shares of

40t ;416ile Dank of Israel Limited at the earliest practicable date and, in any event,

'atar than six months from the date of this letter.

hold.; The Board's consent is granted upon condition that WIC shall dispose of its

arv. VIgs of stock of DBIC, as promptly as practicable, in the event that DBIC should at

thiit„il,11 (1) engage in issuing, underwriting, selling or distributing securities in the

kere:, States; (2) engage in the general business of buying or selling goods, wares,

Stat:ndiae, or commodities in the United States or transact any business in the United

ottle;:_except such as is incidental to its international or foreign business; or (3)
Gove"ase conduct its operations in a manner which, in the judgment of the Board of

the 1,11°ra, causes the continued holding of its stock by CIFC to be inappropriate under
Provisions of Section 25(a) of the Federal Reserve Act or regulations thereunder.

Gove, Upon completion of the proposed financing, it is requested that the Board of
vis rs be furnished, through the Federal Reserve Bank of Chicago, copies of the re-

hoZ Articles of Association and By-Laws, together with a list of all known stock-

" holding five per cent or more of any class of stock of DBIC and their holdings.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant, Secretary.Digitized for FRASER 
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

fiA

Item No. 9
12/5/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 5, 1962.

Mr. Andrew L. Gomory, Executive Vice President,

Manufacturers Hanover International Finance Corpora
tion,

44 wall Street,
New York 15, New York,

Dear Mr. GomorY:

Reference is made to the request of Manufacturers Hanover Int
er-

national Finance Corporation (nMHIFC") dated October 19, 1962, tra
nsmitted

through the Federal Reserve Bank of New York, that the Board of Governor
s

consent to the purchasing and holding by. MHIFC of approximately 660,000
Shares, par value Colombian Pesos 10 each, of the capital stock of Corpo-

racion Financiera Colombiana de Dtsarrollo Industrial, Bogota, Colombia

("CFCDIn), at a cost not to exceed US$750,000.

It has been noted from the English translation of the nEstatutos"

of CFCDI that the Objective of the corporation is, among other things:

"i) To receive funds in national or foreign currency as time

deposits at no less than 90 days sight, or mutuum0

Moreover, it is stated on page 12 of the application that ”Corporacion
anticipates that in the future time deposits may be a source of 

funds.0

From informal discussions with officers of Manufacturers Hanover,

is understood that CFCDI would likely not wish to have MHIFC participate
ln the ownership of CFCDI if the Board's consent to the proposed investment

given subject to a condition that CFCDI would not engage in deposit
°r acceptance operations. However, your letter of November 26, 1962,

!Itated that the application of October 190 1962, as supplemented by your

letter of November 16, 1962, "may be deemed to have been made, at your
!lection, either on behalf of this Corporation or on behalf of its sister
orporation, Manufacturers Hanover International Banking Corporation. 

I'

r°u further advised that Manufacturers Hanover International Banking
rPoration has the same directors, the same officers, and its stock is

owned entirely by Manufacturers Hanover Trust Company.

From the information in the balance sheet of CFCDI and that con-
tained in your telegram of November 26, 1962, regarding the break-down of
Contra accounts, it would appear that CFCDI now engages in some banking
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BOARD OF OCIVERNORS OF THE FEDERAL RESERVE SYSTEM

Mr. Andrew L. GomorY

activities such as letters of credit, acceptances, and foreign exchange.
While it is noted that CFCDI has informed you that time deposits would

Preferably be accepted only from important financial and industrial con-
cerns, it is believed that it would be preferable for the shares of
CPCDI to be held by the Banking Corporation rather than by MHIFC.

Accordingly, the Board of Governors grants its consent for
Manufacturers Hanover International Banking Corporation to purchase and
hOld approximately 660,000 shares, par value Colombian Pesos 10 each,
of the capital stock of Corporacion Financiera Colombiana de Desarrollo
Industrial, Bogota, Colombia, at a cost not to exceed US$750,0001 pro-
vided such stock is acquired within one year from the date of this letter.

The Board's consent is granted upon condition that Manufacturers

Hanover International Banking Corporation shall dispose of its holding of
stock of the Colombian oorPoration, as promptly as practicable, in the
event that the Colombian corporation should at any time (1) engage in

Issuing, underwriting, selling or distributing securities in the United
6tates; (2) engage in the general business of buying or selling goods,

merchandise, or commodities in the United States or transact any

118inee8 in the United States except such as is incidental to its inter,-

national or foreign business; or (3) conduct its operations in a manner
whiCh, in the judgment of the Board of Governors of the Federal Reserve

37atein, is inconsistent with Section 25(a) of the Federal Reserve Act
or regulations thereunder.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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Item No. 10
12/5/62

UNITED STATES OF AEERICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

In the Matter of the Application of

UNITED VIRGINIA BANKSHARES, INCORPORATED

f°r permission to become a bank holding
cznpany by acquiring stock of six banks
In Virginia -

.011, 1.110
OM

ORDER APPROVING APPLICATION UNDER

BANK HOLDING COMPANY ACT

There has come before the Board of Governors, pursuant to

section 3(a)(1) of the Bank Holding Company Act of 1956 (12 U.S.C. 1842)

arid section 222.4(a)(1) of the Board's Regulation Y (12 CFR 222.4(a)(1)),

aPplication by United Virginia Bankshares, Incorporated, Richmond,

Virginia, for the Board's prior approval of action whereby Applicant

would become a bank holding company through the acquisition of more

than 50 per cent of the voting shares of the following banks located in

the State of Virginia: Citizens Marine Jefferson Bank, Newport News,

I'last and Citizens National Bank of Alexandria, Alexandria, First

National Trust and Savings Bank of Lynchburg, Lynchburg, Merchants

and Farmers Bank of Franklin, Franklin, State-Planters Dank of Commerce

and Trusts, Richmond, and The Vienna Trust Company, Vienna.
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As required by section 3(b) of the Act, the Board notified the

Commissioner of Banking for the State of Virginia and the Comptroller

Of the Currency of the receipt of the application and requested their

'views. The Commissioner replied that he knew of no reason why it should

11°t be approved. The Comptroller reported favorably.

Notice of receipt of said application was published in the

l'aderal Register on July 24, 1962 (27 F. R. 6296), which notice 
provided

an °PPertunity for the filing of comments and views regarding the pro-

13"ed acquisition, and the time for filing such comments and views has

"Pired and al, comments and views filed with the Board have been con-

sidered by it.

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

Statement of this date, that the said application be and hereby is

grantect, and the acquisition by Applicant of more than 50 per cent of

the vot.ng
1 shares of the above-mentioned banks is nereby approved, pro-

7ide4 that such acquisition shall not be consummated (a) within seven

ealanc::ar days after the date of this Order or (b) later than three months

after said date.

Dated at Washington, D. C., this 6th day of December, 1962.

By order of the Board of Governors.

Voting for this action: Chairman Aartin, and

Governors Balderston, Mills, Shepardson, King,

and Mitchell.

Voting against this action: Governor Robertson.

( SEAL)

(Signed) Merritt Sherman

Nerritt Sherman,
Secretary.
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Item No. 11

BOARD OF GOVERNORS 12/5/62

OF THE

FEDERAL RESERVE SYSTEM

APPLICATION BY UNITED VIRGINIA BANKSHARES, INCORPORATED

FOR PERMISSION TO BECOME A BANK HOLDING COMPANY

STATEMENT

United Virginia Bankshares, Incorporated, Richmond, 
Virginia

("APplicant"), has applied pursuant to section 3(a)(1) of the Bank

ii°1ding Company Act of 1956 ("the Act"), for the Eoardts prior appro
val

°f action that would resurc in Applicant becoming a bank holding com
pany -

rely, the acquisition of more than 50 per cent of the voting s
hares

cif the following banks located in the State of Virginia: Citizens Marine

Jefferson Bank, Newport News ("Citizens Newport News"); First and
 Citizens

National Bank of Alexandria, Alexandria ("First Alexandria"); Firs
t

National Trust and Savings Bank of Lynchburg, Lynchburg ("First Lyn
chburg");

erch-Fnts and Farmers Bank of Franklin, Franklin Merchants Franklin");

State-Planters Bank of Commerce and Trusts, Richmond ("State-Planter
s");

4nd The Vienna Trust Company, Vienna ("Vienna Trust").

State-Planters, which would be the principal bank in the

111"°Posed holding company system, is the second largest bank in the

State of Virinia. After formation of the system, Applicant would

e°11trol the largest banking organization in the State, with deposit
s
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o' $356 million,* as against First and Merchants National Bank, of

Richmond, with $122 million, and Virginia Commonwealth Corporation,

Ilith $181 million.

Statutory factors. - Section 3(c) of the Act requires the

card to take into consideration the folloaing five factors: (1) the

financial history and condition or the holding company and the banks

concerned; (2) their prospects; (3) the character of their management;

(4) the convenience, needs, and welfare of the communities and area

concerned; and (5) whether or not the effect of the acquisitions would

be to expand the size or extent of the bank holding company system

involved beyond limits consistent with adequate and sound banking, the

Pilblic interest, and the preservation of competition in the field of

banking.

Banking factors. - The financial history, condition, prospects,

and nlanagement of the six banks are satisfactory, as are the proposed

financial structure and management, and prospects of the Applicant.

Applicant was organized on June 11, 1962, as a Virginia

c01'Poration, for the purpose of acquiring the banks here involved.

Management of Applicant is regarded as competent. Its future prospects

aPPear satisfactory, based upon past records of profitable growth of

the banks involved and the economic potential of the areas served, as

;o r,niess otherwise Indicated, deposit and loan figures herein stated
m: as of June 30, 1962. This figure and the two following it are
'dusted for mergers after that date.
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well as on the managerial services which Applicant will provide an
d

which are not usually available to banks the size of any of th
e pro-

Posed constituents except State-Planters.

Citizens Newport News, with deposits of $18.9 mill
ion, was

established in 1891, and merged with the Jefferson Bank
 in 1932 to

form the present institution. Citizens Newport News is the second

oldest and third largest bank serving the Newport News a
rea, and now

°Perates a head office and two branches within the city. It offers

the usual banking services, including those of a trust department.

First Alexandria, with deposits of $61.8 million, secon
d in

81Ze of the six banks whose stock Applicant proposes to 
acquire and

the largest bank in Alexandria, was first organized in 186)4. The

Present institution is the result of a merger in 1954 of The Fi
rst

National Bank of Alexandria and the Citizens National Ban
k of

Alexandria, under the charter of the former. With eight offices, it

n°11 serves an important segment of the Washington, D. C. met
ropolitan

area, and many of its customers are employed by United State
s Govern-

Inerit agencies or businesses which cater to the needs of
 these agencies

and their personnel. It operates one of the largest trust depart
ments

in Northern Virginia.

Organized as a national bank in 1865, First Lynchburg, with

deposits of $33.5 million, is the second largest bank serving 
the
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growing Lynchburg area. In 1921, the First National Bank of Lynchburg

took over the liquidating United Loan and Trust Company, and in 1955

it merged with the Lynchburg Trust and Savings Bank under the charter

Of First National and the title of the present institution. The bank

Presently operates four branches and a head office within the city of

LYnchburg. First Lynchburg operates a large trust department.

Originally organized in 1903, Merchants Franklin, with depos
its

°I' $4.9 million, was reorganized under the present title in 1928. In

93o,it assumed the liabilities of the Bank of Newsoms, Newsoms, Virginia,

ancl it Presently operates from one office in Franklin. It offers no

trust services.

The oldest predecessor bank of State-Planters, which has

ctelp"its of $221.4 million, was organized as a national bank in 1865.

1926, the Planters National Bank merged with the State and City Bank

and Trust Company under the title State-Planters Bank and Trust Company.

1934, a branch was acquired in Hopewell by absorption of an affiliated

ballk. In 1956, State-Planters Bank and Trust Company merged with the

411k of Commerce and Trusts and adopted the present title. In 1959,

it expanded its out-of-city operations through merger with the Citizens

ilational Bank of Petersburg, and it has recently merged with The Suburb
an

44k, which was established in 1959 under the sponsorship of State-

Planters with the plan of merging it with that bank after the lapse of

rive Years then prescribed by Virginia law. State-Planters now operates
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a head office and eight branches within the city of Richmond, one

branch in Hopewell, four branches in Petersburg, three branches in

lienrico County, and a facility at the Fort Lee military installation

near Petersburg. It has also applied for permission to establish an

additional branch in the city of Richmond, and a branch on Williamsb
urg

Road in
Henrico County to the east of Richmond. It operates o

ne of the

largest trust departments in the State.

Vienna Trust, with deposits of $15 million, was organized 
in

1920 as a national bank and in 1929 was converted to a State-chartered

institution under the present name. It has never merged or consolidated

14ith another financial institution. It operates five offices, and

hile it offers ordinary banking services, it does not exercise
 fidu-

ciarY powers.

As to the prospects of the proposed holding company system

ce its constituent banks as members of that system, the same arg
u-

The"8 have been brought forward to support this application which were

advanced in the case of the application of Virginia Commonwealth

Corporation, recently approved by the Board, 1962 Federal Reserve

131111etin 1442. It is urged that the effective lending limit 
of the

lar est Virginia banks, including State-Planters, is substantiall
y

1(//ler than that of the largest banks in North Carolina, the District

c)f C°1umbia, and in Maryland. Larger banks in Virginia, it is contended,

14111 marshal larger aggregate financial resources, and facilitate indu
s-

tri,.,1
-4 and commercial growth of the State.
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The proposed subsidiary banks have fairly heavy loan positions,

and it would not appear that their incorporation into a holding company

sYstem will, in and of itself, generate additional lending capacity.

On the other hand, to the extent that members of larger banking organi-

zations, as such, promote economic growth in the State by marshaling

banking resources, their own prospects are, of course, improved.

The four smaller banks will benefit to some extent from

economies which should result from the elimination of duplicating

activities and from the improvement of other services. These will in-

clude the employment of a controller by Apulicant" under whose direction

an adequate system of controls and a uniform method of record main-

tenance will be established, and the services of investment analysis

and portfolio advice by an investment research staff to be maintained

at the holding company level.

As to the third factor, the character of the management of the

APPlicant and the banks concerned, the management training program of

State-Planters will be expanded to include all six banks. While some

advantage may accrue to the smaller banks of Applicant's system from

the management training program which Applicant will offer, this fact

does not significantly weigh in favor of approval. Sound and vigorous

hanks should be able to attract adequate management, and all of the six

banks Concerned have satisfactory management at the present time.

Convenience and needs of communities. - This factor is to an

"tent the other side of the coin of those just discussed. Where banks
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Canhandle larger loans, furnish improved services, or employ and

retain high caliber management, not only are the growth and 
prospects

of the banks improved, but perhaps even more importantly, the 
convenience

end needs of the communities where the banks are located 
are also better

served. Thus, to the extent that the circumstances 
discussed above

support approval under the first three factors, they 
would tend to apply

under the fourth factor as well.

Section 3(b) of the Act, in requiring that the Board 
notify

the appropriate State banking authority where a State bank 
is involved,

and, the Comptroller or the Currency where a national bank is 
concerned,

clearly implies that the Board should consider the views 
of these

authorities, although it remains, of course, within the 
Board's dis-

cretion to decide what weight shall be given these views.

filed with the Board by the State Corporation 
Commission, of which the

1111reau of Banking is a part, sets forth the view of the 
Virginia authori-

ties that larger aggregations of banking resources 
would promote economic

'1'°wth in Virginia, comparable to those in other, neighboring 
States.

The Comptroller of the Currency, who has the 
primary responsibility

rcIr supervision of two of the banks involvedl
endorsed the same line of

reasoning.

A statement

Competitive effect. - Consideration as to whether 
the effect

()f the proposed transaction would be to expand the size 
or extent of

the holding company system involved beyond limits 
consistent with adequate

1.1d sound banking, the public interest, and the 
preservation of competition
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tn the field of banking, can be undertaken from two points of view -

the competitive effect of the transaction as between the banks involved

and its effect upon the competitive position of other banks.

As to the first, there will be little reduction in direct

ecmPetition among the proposed subsidiaries themselves, since the six

banks, with one exception, are located in widely separated communities.

In the case of First and Citizens and Vienna Trust, the two whose primary

service areas are in closest proximity, the intervening section is

bighlY developed residentially and includes numerous shopping centers

land several other banks; it is from ten to fourteen miles between the

el°sest offices of the two banks, depending upon the routes taken.

Reeidents of either community seeking bankinc accommodation outside

their °wn localities would probably tend to follow main arteries to

14ehington rather than crossing principal thoroughfares and passing

thel" hanks to reach a bank in the other community. Loans drawn by

" and Citizens from the primary service area of Vienna Trust seem

to consist principally of transactions which would have been beyond the

lending capacity of the latter bank.

As to the other aspect, the competitive effect of the formation

Of the proposed holding company system on other banks and on banking

Or
in the State, the Board finds that this effect would not

be 8" 1-'en as to require denial of the application. Four of the banks are

lativelY small, and none of them is the dominant bank in its area.

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



-9-

'1 its Statement in Opposition, filed with the 
Board on November 13,

1962, the Departlivnit of Justice argues that ap
proval of the application

17111 lead to an "extremely concentrated commerc
ial banking economy" in

Alexandria. This argument has some cogency in the 
narrow focus of the

strictly local, Alexandria area. But in appraising the competitive

situation of First Alexandria, it must be r
emembered that the bank is

in active competition with banks in the District of 
Columbia, many of

c°11siderably larger size, and it is the opinion
 of the Board that, for

this purpose, a more relevant market is the 
metropolitan area which

ellibraces both Alexandria and the District of Colum
bia.

The proposed holding company will ha
ve 6.1 per cent of the

banking offices and 10.3 per cent of bank 
deposits in the State of

While these percentages are substantial
, they do not compel

all adverse conclusion as to the competitiv
e factor, since no such per-

centage is definitive in itself. The figures derive their significance

from the many facets of the competitive situ
ation out of which they are

derived. Among the factors which will tend, 
in the Board's view, to

Preserve and enhance banking competition in 
Virginia is the fact that,

arrI(xlg the larger banks which will remain "inde
pendent" after formation

cr APPlicant's holding company, are ba
nks ranking first, third, fifth,

8ixth, seventh, and eighth among the State'
s ten largest banks.

Nevertheless, it remains a question of jud
gment in each

individual case as to the point at which 
a line should be drawn to
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prevent the formation of further and larger 
aggregations of banking

rasources. The application before it presents a 
close case, and the

Board decides only that, on balance the line should not be drawn here.

Viewing the relevant facts in the light of 
the general purposes

of the Act and the factors enumerated in section 
3(c), it is the judgment

Of the Board that the proposed acquisitions 
would be consistent with the

statutory objectives and the public interest and 
that the application

Should be approved.

December 6, 1962.

•

A f;57
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Item No. 12
12/5/62

DISSENTING STAUVENT OF GOVERNOR RO
BERTSON

When the Bank Holding Company Act 
was passed in 1956, only

a negligible percentage of the banking 
facilities and bank deposits of

Virginia were held by holding company syste
ms. The stated purpose of

the Act was to control the future expansion of
 bank holding companies.

Nevertheless, existing holding companies h
ave been permitted to acquire

a number of additional banks in Virginia, and 
the Board's action in the

instant case constitutes the second occasion, 
within less than two

Months, that a new holding company has been 
authorized to operate in

that State. As a result, when this plan is 
consummated, holding

companies will have acquired control of 24 
per cent of all the bank

deposits in Virginia.

These developments in Virginia cl
early illustrate the tendency

discussed in my dissent in the Matter of
 First Oklahoma Bancorporation,

21.22. (November 30, 1962). Before holding companies have beco
me a major

factor in the banking structure of a region 
there is a tendency to

approve acquisitions because relatively li
ttle seems to be involved.

What is sometimes overlooked, in my 
judgment, is that subsequent appli-

eations may not be distinguishable, on a defen
sible basis, from the

first, in which event the Board is compell
ed to choose between continued

approval to the point where holding companie
s become a dominant element

in the State, or denial of later applicatio
ns by drawing arbitrary and

Unreasonable distinctions. In these circumstances, the result i
s repeated

64)Provals, each apparently compelled by th
e reasoning of prior decisions,
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and a steady increase in holding company contro
l of banking in the State,

as exemplified by the course of events in 
Virginia.

The Bank Holding Company Act was primar
ily designed to control

the expansion of holding companies rather than t
o open up the flood-

ge.tes for their creation. Nevertheless, the terms of the Bank Holdin
g

Company Act and its legislative history make quite cle
ar that creation

Of new bank holding companies, and additional acquisitions by exist
ing

holding companies, should be permitted by the Board 
of Governors in a

nuMber of situations. Sometimes a community or area can be provi
ded with

needed banking facilities only by the establishme
nt of a holding company

betak. In other cases banking competition actually m
ay be invigorated

hY the entrance of a holding company into a l
ethargic banking area.

Another class of cases is that in which a holdi
ng company proposes to

take over a bank that is in weak condition or is ge
nuinely unable to

attract com etent management.

No such justification for approval is 
present here. All of

the six banks to be incorporated into the new holdi
ng company system are

ill sound condition, under satisfactory managemen
t, and meeting the bank-

needs of their communities. Each of them has a relatively large

ProPortion of its resources in loans to borrowers wi
thin its service area.

It is argued that Virginia needs larger bank
s in order to meet

Increasing needs for bank credit. But there is no evidence indicating

that the six banks here involved will become larger merely be
cause their

ctock is owned by a holding company. In fact, if arguments presented to
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tIlis Board by holding companies in other cases are true, i.e.,
 that banks

acquired by holding companies tend to grow slower than their 
independent

bank competitors, then the approval of this application may
 mean that

the six banks will be relatively smaller rather than larger as a 
conse-

quence of our approval.

It is also argued that the banks in concert will
 be able to

lte larger loans than heretofore as a result of pooling their 
resources,

hIlt in the circumstances described this could occur only by with
drawing

s°Me resources from the smaller loans they are now making. Whether this

/4311.1d be a beneficial shift is highly questionable; larger borrower
s

generally have access to credit in a number of cities, not necessa
rily

within the State, whereas the local bank in many cases is t
he only source

readily 
available to small borrowers.

In this case, no benefits are to be anticipated fro
m the

torzation of the holding company system that could outweigh t
he detriment

t0 the public interest, and the departure from the principles of the

11°14-1-ng Company Act, involved in approval of a proposal that wil
l,for the

lIrst time, permit holding companies to become a dominant factor in

banking, in control of almost one-fourth of the Sta
te's banking

l'esources.

A proposal to create a holding company system must be eval
uated,

t course, not on the basis of absolute figures, but rather in its
 relation-

ship to the economy of the State involved. Bearing in mind the different

ee°nomies of Virginia and New York, I am unable to discover a va
lid ground
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for distinguishing this case from M
atter of Morgan New 17o-fk St

ate 

9°171—_,I9Iation, 1962 Federal Reserve 
Bulletin 567, in which the Boar

d

unanimously denied the application
 to form a new holding comp

any system

Oil the basis of an elaborate discussio
n of the pertinent circum

stances

and the factors enumerated in the statute
.

For these reasons, I conclude 
that the application should 

be

denied.

December 6, 1962.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

tlear Sir:

Item No. 13
12/5/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 5, 1962.

o 
To supplement the data obtained in the System's recent Survey

f Bank Tto Loans Collateralized by Stocks and Bonds, the Board would like

ptain information from a sample of a few bankers in each Federal
zart!rve District concerning the methods and standards that they use in
tiolng loans on securities. Enclosed are copies of a series of ques-
infas. It will be appreciated if each Reserve Bank will arrange for

baol7mal interviews with the appropriate officers of at least two member
oh 8 in its District and forward to the Board summaries of the answerstained.

Chan 
Information Information of this kind is desired by the Securities and

ritie Commission in connection with their special study of the secu-
trst.s markets. It is also wanted by the Board for use in the adminis-

withl°n of Regulation U and in considering the position to be taken
resPect to any proposals for extending the scope of the Regulation.

Obtain In each Federal Reserve District, the Board would like to_
taill. answers from one bank with total deposits of around $100-250
play Vn and one with deposits of around $15-30 million. These banks
it she 

and

in any way that is convenient for the Reserve Bank. If
eislionld appear that any of the answers of a respondent bank are espe-

nontypical of banks in its area, it will be appreciated if this
chirinted out. Some additional coverage of large banks in the New York,
lett!g°,and San Francisco districts will be requested in supplementary

'rs to those Reserve Banks.

be c It will be appreciated if the results of these interviews can
A. 0,...-

&Warded to reach the Board by Monday, December 17.

Tnatter If your Bank should have any technical questions about the
tolir s to be covered in these interviews, they should be presented

Sta
t' 
—. Dembitz or Mr. Partee in the Board's Division of Research and
lstics.

ery t

Ilel°sur 
(...9./.<11 A 

0,116•1' ‘tv--.̂ ,AA410

an,
es 

Merr
Se

PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Alfred Hayes, President,
Federal Reserve Bank of New York,
New York 45, New York.

Dear Mx. Hayes:

1
Item No. 14
12/5/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 5, 1962.

This relates to the Board's letter of December 5, 1962

!taking the Reserve Banks to arrange interviews with a few member

plinks concerning methods and standards in the making of loans
ofn securities. Each Reserve Bank is being asked to arrange

or an interview with one bank with deposits of arOund $100-250

zillion and one with $15-30 million.

In the New York Federal Reserve District, it will be
aPpreciated if interviews are obtained, in addition, with

lever al larger banks, having deposits of over $500 million,.ncluding two New York City banks and one bank doing business
111 the suburban counties adjacent to New York City.

An extra copy of the questions to be asked in these

interviews is attached to this letter.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

Enclosure.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WAS

Item No. 15
12/5/62

OFFICE OF THE CHAIRMAN

December 5, 1962

Keith Funston, President,
ilew York Stock Exchange,
11 Wall Street,
New York 5, New York.

Dear Keith:

The Board has given careful consideration to your letter
(134if Novedber 1, proposing discontinuance of the Margin Account Panel.

be appreciate that collection of statistics does impose some financial

nrden on any organization. But it is also clear that adequate

Information is essential for an understanding of developments in

such .an important area of our economy. Such understanding is
Particularly important to the Board, which has certain statutory

l'eePonsibilities in this area.

The unique insight into the role of credit in the stock
market provided by the Margin Account Panel strongly recommends its
crontinuance. It provides basic background information, available

r°11I no other source, on underlyinr debt-equity relationships and

the possible impact of changes in the level of margin requirements or

the terms and conditions under which such requirements are made

el.leotive. Indeed, rather than discontinuing it, the Board hopes you

Ils 11.find it possible to strengthen the survey by improving the

111?-tist1cal quality of the results and by reducing the time lag with

"-eh the results become available.

Our staff will be most happy to work with yours in
feef ctuating these improvements. I am sure you will agree that

tesearch of this type is in the finest tradition of public serviceY the Exchange.

Sincerely yours,

Wm. Y,ce. Martin, Jr.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WAS

ITEM NO. 16
12/5/62

OFFICE OF THE CHAIRMAN

December 5, 1962.

Mr. H. H. Bennett, President,
National Retail Merchants Association,

c/0 Zion's Cooperative Mercantile Institution,

Salt Lake City, Utah.

Dear Mr. Bennett:

On March 7, 1960, representatives of the National Retail

Merchants Association met with the Board of Governors for the

Purpose of discussing certain changes that had been proposed in

the department store statistics prepared by the Federal Reserve.

Subsequently, there was established a Committee of Five consisting

of two representatives appointed by your Association, two repre-

sentatives from the Federal Reserve, and one from the Bureau of

the Budget as the office charged with responsibility for the

improvement, development, and coordination of Federal statistical

services.

Studies of the Committee of Five led to discontinuance

of several Federal Reserve department store reports early in 1961.

Subsequent Committee studies relating to means of improving the

quality of information on consumer takings resulted in the sub-

mission of a report dated February 27, 1962, which made two

specific recommendations:

1. Initiation of a new national departmental

report of department store sales, by a more

limited number of lines than the present

report, to be compiled by the Federal

Reserve.

2. Initiation by the Bureau of the Budget and

the Bureau of the Census of plans for a

new merchandise line series for all retail

trade.

As to the first of these recommendations, it should be

made clear that it has been, and still is, the intent of the

Federal Reserve to limit its gathering of trade figures to local
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Mr. H. H. Bennett -2-

areas and transition requirements as Census expands into the field.
It seems appropriate that, in the long run, compilation of all

national trade statistics be handled by the Bureau of the Census as
the agency responsible for that area of data collection. Although
the first of the recommendations of the Committee of Five would, if

adopted, result in the initiation by the Federal Reserve of a new

national departmental report, this is not inconsistent with the

original assignment given to that Committee, which was to concern

ttself primarily with the quality of data on consumer takings rather
than with who collected the statistics.

Since submission of the Committee's report, a copy of

th
Which is enclosed, the Federal Reserve has given considerable

Ought to the succeeding steps that should be taken in connection
with the department store reports. Many of the statistics in those

reports contain serious deficiencies, some of which were the subject
°f a report by the Committee of Five, copies of which were made avail-
latbla in 1961 to the members of the N.R.M.A. Committee on Federal

eaerve Department Store Statistics.

The deficiencies in the department store data have become
increasingly serious since representatives of your Association met
With the Board in 1960. These deficiencies impair the use of depart-

Tent store data for purposes of broad economic analysis and also as
2ols with which members of the trade may gauge the competitive

'2ault8 of their operations, either nationally or locally. That
these deficiencies are widely recognized in the trade is apparent
from the inquiries and comments addressed periodically by individualB
r‘ores to the Federal Reserve regarding weekly and monthly releases

total store sales comparisons, to say nothing of the questions
that arise with respect to the departmental sales comparisons.

A substantial part of the deficiencies in the department
st °re series has arisen from changes in retailing over a period of

trend that most would agree has accelerated in the past few

Zara. Some of these deficiencies might be reduced by aggressive
"t7intenance work in making the panel of reporters more representa-

thve. Success in this direction would depend almost entirely upon

e willingness of additional stores selling department store type
flier 

Willingness
to supply the necessary statistics, fully, promptly,

and without excessive restrictions as to their use.

The purpose of this letter is to lay before you our con-

re
slons with respect to the entire Federal Reserve department store

1 Porting system, and with particular regard for the recommendations

the Committee of Five as set forth in its February 1962 report.
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Mr. H. H. Bennett -3-

The Committee suggests a new national departmental report
, to in-

clude chains, which would give comparative monthly sal
es for the

nation as a whole for about 25 departments. Such a report would be

useful, when combined with Census data, for general econom
ic

analysis.

The Federal Reserve feels that the proposed short 
national

departmental sales report, if there was assurance of par
ticipation

of a fully representative sample of department stores in its

Preparation, and if it were integrated with Census da
ta, would repre-

Sent a worthwhile undertaking by the System. Regardless of the

development of such a national departmental report, 
however, the

System has been forced to the conclusion that the prese
nt long

departmental report should be discontinued promptly.

Comment at this point is necessary on the other recom
menda-

tion of the Committee of Five, namely, that the Bureau of the 
Budget

and the Bureau of the Census initiate plans for a new me
rchandise

line series for all retail trade, such reports to be compi
led by

Census. From the standpoint of economic analysis, data of thi
s type

seem to offer the best prospect for obtaining needed informat
ion on

consumer takings by merchandise lines. It would also appear that

such reports would provide individual stores with a 
valuable basis

for comparing their sales position, either in the ag
gregate or by

commodity classification. The System would favor their development

in accordance with a program that might be worke
d out by the Bureau

of the Budget and the Bureau of the Census.

Reverting to the Federal Reserve department store 
reports,

the System's conclusions at this point may be summariz
ed as follows:

(1) The present type of weekly and monthly total sto
re

sales report, prepared by city, Federal Reserve district
, and for

the nation, is useful to a variety of groups when the 
comparisons

Presented are on a reliable statistical basis. However, serious

deficiencies exist in the data now prepared for
 many localities. If

these deficiencies are to be remedied by the Federal Res
erve, so

that continuance of such reports would be warranted, it
 would be

necessary to have the active assistance of the trade in 
a program of

maintenance and improvement.

(2) The present departmental sales and stocks 
reports have

such major statistical deficiencies that their contin
uation is not

Instified. They are of virtually no value to the Fe
deral Reserve

sYstem for purposes of economic analysis, and the Federal R
eserve does

not feel warranted in continuing reports in this detail for
 the use

of reporting stores, particularly in view of the stat
istical defects
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Mr. R. H. Bennett -4-

mentioned. Therefore, the System has concluded that it must discon-
tinue these reports, and we have in mind doing so after completing
comPilations for the fiscal year that will end January 31, 1963.

(3) The Federal Reserve is willing to undertake the
establishment of a national departmental report of sales only, cover-
ing 25 departments, to be collected from a fully representative
sample of department store type outlets, as described in more detail
in an attachment to the report of the Committee of Five dated
February 27, 1962, provided there is an indication that essential
elements of a representative sample of the trade will furnish the
data in the form needed.

care 
We shall appreciate receiving such suggestions as you may

to make bearing on the implementation of this program, and we
Shall, of course, be glad to have Federal Reserve representatives
'fleet with those of your association to discuss any points in this
letter that may need clarification.

Sincerely yours,

Wm. McC. Martin, Jr.

Enclosure
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 17
12/5/62

ADDRESS OFFICiAL CORRESPONDENCE

TO THE BOARD

December 5, 1962.

Mr. Paul C. Stetzelberger, Vice President,
Federal Reserve Bank of Cleveland,
Cleveland 1, Ohio.

Dear Mt. Stetzelberger:

In accordance with the request contained in your
letter of November 16, 1962, the Board approves the designa-
tion of Robert Baughman as a special assistant examiner for
the Federal Reserve Bank of Cleveland for the purpose of

Participating in the examination of State member banks.

The Board also approves the designation of Arthur

Kssenick as a special assistant examiner for your Bank for
the purpose of participating in the examination of State

member banks except The Fifth Third Union Trust Company,
Cincinnati, Ohio.

The authorizations heretofore given your Bank to

h
designate these employees as special assistant examiners are
ereby canceled.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Scretary.

4;1
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