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Minutes of the Board of Governors of the Federal Reserve System

On Friday, December 14, 1962. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Mills, Acting Chairman

Mr. Robertsonli

Mr. Shepardson

Mr. Kingl/

Mr. Mitchell

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Molony, Assistant to the Board

Mr. Fauver, Assistant to the Board

Mr. Koch, Associate Director, Division

of Research and Statistics

Mr. Brill, Adviser, Division of Research

and Statistics

Mr. Holland, Adviser, Division of Research

and Statistics

Mr. Furth, Adviser, Division of International

Finance

Mr. Hersey, Adviser, Division of International

Finance

Mr. Eckert, Chief, Banking Section, Division

of Research and Statistics

Mr. Yager, Chief, Government Finance Section,

Division of Research and Statistics

Mr. Keir, Senior Economist, Division of

Research and Statistics

Mr. Gemmill, Economist, Division of

International Finance

Money market review. Mr. Yager reviewed recent developments

14 the Government securities market, and during his comments distributed

several charts showing System and Treasury operations in coupon securities

during the month of November in relation to total dealer sales.

17----
`. Withdrew from meeting at point indicated in minutes.

Entered meeting at point indicated in minutes.
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Mr. Eckert then reviewed recent banking developments, in which

connection he distributed a table summarizing monetary developments

during the four weeks ended December 12, 1962.

During the course of Mr. Eckert's comments the meeting recessed

in order to permit participation in a phase of the Board's Christmas

Program, When the meeting reconvened at 11:00 a.m., Governor King

joined the meeting, as did Messrs. Hackley, General Counsel; Solomon,

birector, Division of Examinations; Hexter, Assistant General Counsel;

and Leavitt, Assistant Director, Division of Examinations. Messrs.

Rolland and Keir were not present.

Mr. Eckert concluded his presentation with comments on certain

tables, copies of which were distributed to the Board, showing the net

change in commercial bank credit and in commercial bank deposits during

the years ending on the last Wednesday of November 1961 and November 1962.

Mr. Gemmill then commented on foreign exchange developments.

Governor Robertson withdrew from the meeting during the latter

Part of the staff review, and at its conclusion all of the members of

the staff except Messrs. Sherman, Kenyon, Hackley, Solomon, Hexter, and

Leavitt also withdrew.

Discount rates. The establishment without change by the Federal

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

llinneapolis, and Dallas on December 13, 1962, of the rates on discounts

and advances in their existing schedules was approved unanimously, with
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the understanding that appropriate advice would be sent to those

Banks.

Report on competitive factors (Richmond-Lynchburg, Virginia).

There had been distributed a draft of report to the Comptroller of the

Currency on the competitive factors involved in the proposed merger of

The Peoples National Bank & Trust Company of Lynchburg, Lynchburg,

Virginia, into First and Merchants National Bank of Richmond, Richmond,

Virginia.

Governor Mills commented that Governor Robertson, before leaving

the meeting, had expressed the view that the conclusion of the report

might desirably be amended by adding language indicating that the proposed

illerger would have the effect of weakening potential competition.

After discussion of this point, Governor King drew attention to
a Sentence in the conclusion which stated that it was not believed that
the

Proposed merger would have "serious adverse competitive effects" on

ther banks operating in the resulting institution's service areas. He

questioned the use of the word "seriously" in this and other competitive

factor reports, noting that in many cases a proposed merger would exert
4
"mPetitive effect on other institutions in the service area involved,

but that the effect was not necessarily adverse since it might mean merely

the remaining banks must take steps to manage their affairs more
eff .

iclently. It was his thought that the use of the word "adverse" might
be 1,

.tlmited to those cases where the merger would have a pronounced and

that



12/14/62 -4-

undesirable competitive effect. If this practice were followed, the

use of the adjective "serious" could be even more restricted.

In the light of Governor King's comments, Governor Mitchell

suggested that in the conclusion of the report under consideration the

14"d "undesirable" be substituted for the words "seriously adverse,"

and there was general agreement with this suggestion.

Accordingly, the members of the Board present having indicated

that they would favor the sending of the report subject to the change

in the conclusion that had been agreed upon, the report was approved 

f" transmittal to the Comptroller in a form in which the conclusion

read as follows:

The nearest offices of the two banks involved in this

Proposal are about 60 miles apart and are separated by the

Blue Ridge Mountains. However, some competition exists

between these institutions since Merchants Bank (largest

bank in Virginia) attracts correspondent business from a

wide region and solicits accounts from large national and

regional corporations that operate in the service areas of

both banks. It is not believed the proposed merger would

have undesirable competitive effects on other banks operating

in the resulting institution's service areas.

During 1962, Merchants Bank has expanded its direct

Operations into two different sections of the State through

mergers. This proposal represents another such move.

Merchants Bank appears to have embarked on a program of

merging with fairly large banks in selected areas of the

State.

Citizens Bank & Trust Company. Mr. Sherman reported on

telephone conversations that he had had yesterday with Mx. John

tlacArthur, Chairman of the Board of Citizens Bank & Trust Company,
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Park Ridge, Illinois, relating to termination of the bank's United

Security Account plan. Mr. Sherman said that in his initial telephone

call to Mr. McArthur, which was made pursuant to the Board's request

at its meeting yesterday, he advised Mr. MacArthur of the letter that

the Board was sending to the member bank, which letter stated that the

Board had concluded that it would not be warranted in refraining from

ellaying sanctions prescribed by law for failure to comply with provisions

of the Federal Reserve Act and regulations thereunder, if Citizens Bank

Should continue operations under the United Security Account plan after

the end of this year. Mr. MacArthur described difficulties that this

14(l'uld involve for the bank, including a potential loss of accounts that

had been accumulated under the plan, and asked for permission to come to

Washington to discuss the matter with the Board. Hr. Sherman went on to

asy that he related Mr. MacArthur's request to Vice Chairman Balderston,

Who 
suggested that alternative dates for a visit be offered to Hr.

IlscArthur, while leaving for further consideration whether Mr. MacArthur

Would meet with the Board, an individual member or members of the Board,

°I' members of the Board's staff. In a second telephone conversation,

111'. Sherman said, he mentioned two possible alternative dates to Mx.

IlacArthur, who preferred 11:30 a.m. on Friday, December 21, and it was

left that he would come to Vice Chairman Balderston's office at that time.

Subsequently, it developed that the Vice Chairman would not be in his
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o1fice on that date, but Mr. Sherman was unable to reach Mr. MacArthur

to discuss other possibilities.

There followed a discussion during which Governor King raised

a question as to whether the steps that had been taken, as reported by

Mr. Sherman, were entirely in accord with the decisions reached by the

Board at yesterday's meeting. In reply, Mr. Sherman noted that all of

the six Board members present (Chairman Martin was not present) had

approved the sending to Citizens Bank of the letter that was then before

the Board in draft form. Pursuant to this decision, the letter had been

sent,

having

advise

Ali of

Further, all of the members except Governor Mitchell had favored

the Secretary get in touch with Mr. MacArthur by telephone to

that if

him

the

Mr.

of the content of the Board's letter, and this had been done.

members except Governors King and Mitchell also had indicated

MacArthur should initiate a request for an opportunity to

come to the Board for discussion, the answer should be favorable. In his

conversations with Mr. MacArthur, Mr. Sherman added, no commitment was

Illade that the Board would meet with Mr. MacArthur; there was no commitment

as to the type of meeting that would be held or as to who would meet with

111% MacArthur.

Of the Board members present at this point of today's meeting,

it was indicated that Governor Mills expected to be present on Friday,

1)etsmber 21, while Governors Shepardson, King, and Mitchell did not expect

t0 
be at the Board's offices on that date. It was noted also that Chairman
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Martin might be available on December 21, along with Governor

Robertson.

Governor King raised the question whether, in all the circumstances,

consideration should be given to extending the deadline for termination

Of the United Security Account plan, perhaps until about the first of

March, in the thought that this would give the Board a further opportunity

to discuss the type of meeting that might be arranged with Mr. MacArthur.

However, it was noted that the Board's letter to the bank, which reiterated

the demand for termination of the plan by the end of this year, had

already been sent. Governor Mills suggested that in the circumstances

it might be more effective to listen to Mr. MacArthur and, if there

Should then be such a disposition, to extend the deadline for termination

of the plan. Governor King agreed that this would be the preferable

Procedure. He added, however, that in his opinion it would be desirable

to Preface any meeting with Mr. MacArthur with the comment that the

members of the Board present were meeting with him in their individual

ca
Pacities.

Governor Mills then stated that it would be understood that

the hour of 11:30 on Friday, December 21, would be kept available for

Mr. MacArthur to meet with such members of the Board as might wish to

"lifer with him. This assumed that appropriate members of the Board's

staff also would be in attendance, and that the Secretary would keep the

hoard members informed as to the final arrangements for the meeting.

The meeting then adjourned.
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Secretary's Note: Governor Shepardson
today approved on behalf of the Board

the following items:

Letter to the Federal Reserve Bank of Chicago (attached Item No. 1)

!PProving the appointment of Robert R. Wallace, Jeremiah P. Ledwidge,
14. Edwin Demoney, Jr., and Franklin J. Black as examiners.

Memoranda from appropriate individuals concerned recommending the
fop...owing actions relating to the Board's staff:

11 21--Pler—lts

Robert Moore Fisher as Senior Economist, Division of Research and
!tatistics, with basic annual salary at the rate of $16,485, effective
che date of entrance upon duty.

Marguerite L. Renucci as Statistical Clerk, Division of Bank
0Perations, with basic annual salary at the rate of $4,670, effective
the date of entrance upon duty.

Helen M. Lasko as Cafeteria Helper, Division of AdministrativeSer •A vices, with basic annual salary at the rate of $3,665, payable at
, per hour when actually employed, effective the date of entrance

uPo n duty.

4L-C-C4P.Iapce of resipations 

Kathleen M. Grey as Statistical Clerk, Division of Research and
àtistics, effective at the close of business December 26, 1962.

st Gayle A. Stelger, Statistical Clerk, Division of Research and

atistics, effective at the close of business January 4, 1963.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

CONFIDENTIAL (FR) 

Mr. Leland Ross, Vice President,

Federal Reserve Bank of Chicago,

Chicago 90, Illinois.

Dear Mr. Ross:

Item No. 1
12/14/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE SOAR°

December 14, 1962

In accordance with the request contained in

Your letters of December 10, 1962, the Board approves

the appointment of Robert R. Wallace, Jeremiah P.

Ledwidge, N. Edwin Demoney, Jr., and Franklin J. Black,
at present assistant examiners, as examiners for the

Federal Reserve Bank of Chicago, effective January 14,
1963.

It is noted that Mr. Demoney is indebted to

Skokie Trust & Savings Bank, Skokie, Illinois, a non-

member bank, and that Mr. Black is indebted to Hoosier

State Bank of Indiana, Hammond, Indiana, a nonmember

hank. Accordingly, the Board's approval Of these

appointments is given with the understanding that

neither Mr. Demoney nor Mr. Black will be permitted to

Participate in any examination of the bank to whi
ch

Indebted until such indebtedness has been liquidated.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.


