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Minutes of the Board of Governors of the Federal Reserve

System on Tuesday, March 12, 1963. The Board met in the Board

Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman
Mr. Mills
Mr. Robertson
Mr. King

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary

Mr. Hackley, General Counsel

Mr. Shay, Assistant General Counsel

Mr. Kiley, Assistant Director, Division

of Bank Operations

Mr. Goodman, Assistant Director, Division

of Examinations
Mr. Leavitt, Assistant Director, Division

of Examinations
Mr. Mattras, General Assistant, Office

of the Secretary

Mr. Young, Senior Attorney, Legal Division

Mr. Doyle, Attorney, Legal Division

Items circulated or distributed to the Board. The following

Items, 
copies of which are attached to these minutes under the

liesPsotive item numbers indicated, were approved unanimously:

Letter to the Federal Reserve Bank of New York
f;egarding operations of the Nassau County and

ergen County Clearing Bureaus.

:71egram to the Federal Reserve Bank of New York

t'th respect to the proposed acquisition by the
44k of IBM electronic check processing equipment.

Letter to the Federal Reserve Bank of New York

1th respect to the question whether time deposits
:t the Bank of the Ryukyus would qualify for
4empt10n from interest rate limitations.

Item No.

1

2

3
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Report on competitive factors (Reading-Reamstown, Pennsylvania).

There had been distributed a draft of report to the Federal Deposit

Insurance Corporation on the competitive factors involved in the proposed

Merger of Reamstown Exchange Bank, Reamstown, Pennsylvania, into Berks

C°1111tY Trust Company, Reading, Pennsylvania.

After discussion, the report was approved unanimously for

transmission to the Corporation subject to the understanding that the

conclusion of the report would be revised, as suggested by Governor Mills,

to read as follows:

There is only nominal competition presently existing between
Berks County Trust Company and Reamstown Exchange Bank as the
market areas served by the two banks are fairly distinct.
Competition in the Reamstown area might be intensified by the
entrance of a substantially larger bank. While consummation of
this proposal would expand only slightly the size of the largest
bank in Berks County, it would permit that bank to expand its
Operations into adjoining Lancaster County, and as it would
become the largest bank having offices in both counties the
Potentiality for an adverse competitive situation would exist.

Application of Elyria Savings & Trust Company (Items L. and 5).

?Llranant to the decision reached at the meeting on March 6, 1963, there

44 been distributed a proposed order and statement reflecting the Board's

413131"°val of the application of The Elyria Savings & Trust Company, Elyria,

to consolidate with The Grafton Savings and Banking Company,

°rat-ton, Ohio.

The issuance of the order and statement was authorized. Copies

°r the order and statement, as issued, are attached to these minutes

as Items 4 and 5.

The meeting then adjourned.
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Secretary's Notes: Governor Robertson,

acting in the absence of Governor Shepardson,

today approved on behalf of the Board a

memorandum dated March 8, 1963, from
Mr. Young, Adviser to the Board and

Director, Division of International Finance,

recommending (1) establishment of a new

position of Economist (Grade FR-12) in
the Europe and British Commonwealth Section
of that Division; and (2) appointment of
Leonard A. Lupo to the position, with basic
annual salary at the rate of $10,735,
effective the date of entrance upon duty.

Governor Balderston, acting in the
absence of Governor Shepardson, today
approved on behalf of the Board letters
to the Federal Reserve Banks of New York,

Atlanta, and Chicago (attached Items 6,
7, and 8) approving the appointment of
Julio J. Castellanos, William Arthur
Hinton, Jr., and Ormel J. Prust as assist-
ant examiners for the respective Banks.

1 
Secre



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 1
3/12/63

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 12, 1963

1,1* M. A. Harris,
st Vice President,

rederal Reserve Bank of New York,
New York 45, New York.

0ear Mr. Harris:

From your letter. dated February 8, 1963, reporting the
P62 

From
of the Nassau County and Bergen County Clearing

eaus, the Board notes that in the opinion of officers of the

X York Reserve Bank both of these Bureaus continue to provide
B'fioient check collection services at a savings to the Reserve
b:nk and no change is necessary or desirable at this time in the
Sie agreements with the respective two clearing house associa_tions.

voi The Board also notes that the continuing increase in
ha s 1 ume of exchanges handled by the Nassau County Clearing Bureau
ab. created space and personnel problems that suggest the desir-
i,llitY of installing high-speed equipment for processing these
4"ls, but that the volume handled by the Bergen County Clearing

real' is not yet sufficient to justify automating that operation.

The Reserve Bank is understood to have agreed to con-tinue
contributing to the cost of both the Nassau County and

to'gen County operations under the present arrangements, subject
e the conditions that (1) participating banks making use of the

4c°ded work received from these Clearing Bureaus will amount
incode the items forwarded by them to such Bureaus, (2) participat-
ef) banks in the Bergen County Clearing Bureau that process checks
reeetronically will also amount encode items sent to their cor-
O
r
cndent banks and to Federal Reserve Banks, and (3) all Nassau

tu tY Clearing Bureau participating banks will be encouraged
ti 4 by that Bureau to amount encode items forwarded for collec-
en to correspondent banks or to Federal Reserve Banks.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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TELEGRAM
LEASED WIRE SERVICE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

March 12, 1963

Treiber - New York

Item No. 2
3/12/63

Reurlet February 19, 1963, Board interposes no objection

to acquison in mid-1963 on a rental basis of an IBM 1401-1419

cheek processing system, with understanding that it will be re-

Placed by IBM 1420 system under a lease-purchase agreement when

that system becomes available in 1964.

Board notes your intention to place an order now for a

second 1420 system for delivery in spring of 1964 and that the

°rder is subject to final decision approximately six months prior

to delivery. Since this proposal is only tentative at this time,

Board will defer consideration of the second 1420 system until

tihal decision is reached by your Bank with respect thereto.

(Signed) Merritt Sherman

SHERMAN



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Ilrh • Robert J. Crowley,
tssistant Counsel,
lyecleral Reserve Bank of New York,
'‘eiti York 45, New York.

bear Mr. Crowley:

Item No. 3
3/12/63

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 140 1963

accom This refers to your letter of February 5, 1963, with
the Panying memorandum from the First National City Bank, regarding
tor question whether time deposits of the Bank of the Ryukyus qualify
th ,the exemption from interest rate limitations which was granted bye
de 4ct of October 15, 1962 (P. L. 87-827), with respect to the time
et13(1sit5 of "foreign governments, monetary and financial authorities
Irls.f,°1:eign governments when acting as such, or international financial

'4-Taltion5 of which the United States is a member".

O 14 the . The Bank of the Ryukyus, established on May 4, 1948, by order
United States Military Government for the Ryukyus, operates both

inetr islands' central bank and as their principal commercial banking
lea,:ttution. Sections 7 and 8 of the Bank's charter require that at

51 per cent of its capital stock be owned by the United States
-'arY Government (now the United States Civil Administration).

Stat_ Article 3 of the Treaty of Peace with Japan the United
ha sildthr e right to exercise all and any powers of administration,

t4rlation and jurisdiction over the territory and inhabitants of
by: islands [the Ryukyus] . . . ." This right has been implemented
aBecuti0 Order No. 10713 (22 Fed. Reg. 4007), dated June 7, 1957,
liarT94ded by Executive Order No. 11010 (27 Fed. Reg. 2621), dated

°II 19, 1962.

There is no basis for regarding the Bank of the Ryukyus as
ot ml, a foreign government or an international financial institution
(ce„leh the United States is a member. Although it is the monetaryurai
01411, 4- banking) authority of the Ryukyus, it cannot, in the Board's4.011 3 reasonably be regarded as a monetary authority of a foreign 



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

.8s4

Robert j. Crowley

AcgQvertment within the meaning of the Act of October 15, 1962.
eordingly, time deposits of the Bank held by member banks are
examPt from interest rate limitations prescribed by the Board
stlant to section 19 of the Federal Reserve Act.

The Boardts opinion in this matter is not being publicized,
411d it is your requested that this be made clear by yo Bank in your
'44e, to the member bank by which the question was raised.

Very truly yours,

Merritt S
Secretary.
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Item No. 4
3/12/63

UNITED STATUS OF ANEHICA

BEFORE THE BOARD OF GOVERNORS OP THE FEDE
RAL RESERVE SYSTEM

WASHINGTON, D. C.

Illthe 'latter of the Application of

tLrRIA SAVINGS & TRUST COMPANY
tor

aPProval of consolidation with
Grafton Savings and Banking Company

Om.

ORDER APPROVING CONSOLIDATION OF BAN
KS

There has come before the Board of Gov
ernors, pursuant to the

I3E4k Ilerger Act of 1960 (12 U.S.C. I828(c)), an ap
plication by The Elyria

411nge et Trust Company, Elyria, Ohio, a Stat
e-chartered member of the

teral Reserve System, for the Board's prior 
approval of the consolida-

ti°11 °f that bank and The Grafton Savings and 
Banking Company, Grafton,

Ohio
' under the charter and title of The 

Elyria Savings & Trust Company.

Aa 411 tncident to the consolidation, the two of
fices of The Grafton Savings

113a1lk1ng Company would be operated as bra
nches of The Elyria Savings &

c,
-mPanY. Notice of the proposed consolidat

ion, in form approved by

0ard, has been published pursuant to 
said Act.

Upon consideration of all relevant mat
erial in the light of the

raQt r
°-- e set forth in said Act, including 

reports furnished by the Comptroller

the

Of 
the Currency, the Federal Deposit In

surance Corporation and the Department

Of
stIce on the competitive factors i

nvolved in the proposed consolidation,



TT IS HEREBY ORDERED, for the reasons set forth i
n the Boardfs

Statellient of this date, that said application be and h
ereby is approved,

111'°/ricled that said consolidation shall not be consummated (a) 
within

eeveri calendar days after the date of this Order or (b) later t
han three

konths after said date.

Dated at Washington D. C., this 12th day of March, 1963.

BY order of the Board of Governors.

Voting for this action: Chairman Martin, and

Governors Balderston, Robertson, Shepardson, Ki
ng, and Mitchell.

Absent and not voting: Governor Mills.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



Item No. 5
3/12/63

BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

APPLICATION BY THE ELYRIA SAVINGS & TRUST COMPANY

FOR PRIOR APPROVAL OF CONSOLIDATION WITH

THE GRAFTON SAVINGS AND BANKING COMPANY

STATEMENT 

The Elyria Savings & Trust Company, Elyria, Ohio ("Elyria

8°Ings"), with deposits of $46.)4 million as of September 28, 1962, has

'aPPliecis pursuant to the Bank Merger Act of 1960 (12 U.S.C. 1828(c)),

tcYr the Board's prior approval of consolidation with The Grafton Savings

44d Banking Company, Grafton, Ohio ("Grafton Bank"), with deposits of

$7.9 million as of September 28, 1962, under the title and charter of

43'11-a Savings, The Proposal contemplates that the two present offices

Of Grafton Bank would be operated as branches of the resulting bank, thus

irleasing the number of Elyria savings offices from seven to nine.

Under the Act, the Board is required to consider, as to each

°r the banks involved, (1) its financial history and condition, (2) the

adeclilacY of its capital structure, (3) its future earnings prospects,

(4) 
the general character of its management, (5) whether its corporate

Powe
rs are consistent with the purposes of 12 U.S.C., Ch. 16 (the

Pede
ral Deposit Insurance Act), (6) the convenience and needs of the

C 0111111

11111tY to be served, and (7) the effect of the transaction on

conir,e .
tItion (including any tendency toward monopoly). The Board may not

'aPPrn
-ve the transaction unless, after considering all these factors, it

1)41
8 the transaction to be in the public interest.
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Banking factors. - The financial history and condition, as w
ell

4sth
--s capital structure, of both banks are satisf

actory e The earnings

cf Elyria Savings also has been satisfact
ory. Consunmation of the

IDI'c'Pc)sal would provide a basis for improving the p
resent poor earnings

Plects cf Grafton Bank and would eliminate 
that bank's existing manage-

Ient
succession problem. Present management of Grafton Bank is 

satisfac-

teir
J, but circumstances indicate difficulty in 

attracting a qualified

elte„
sor to replace the President who wishes to 

retire. The resulting

bartl-
41 which would be under the com?etent Aanagement of 

Elyria Savings,

l'r°1114 have a satisfactory financial condi
tion, an adequate capital structure,

4rici favorable earnings prospects -- the latter ba
sed in part on economies

411ticiPated in the operation of Grafton Bank's presen
t offices. There is

11("Zd.cation of any inconsistency with the prov
isions of 12 U.S.C., Ch. 16.

Convenience and needs of the communiti
es. - Elyria Savings' main

"e and three of its branches are located in 
Elyria (1960 population about

114,00n\
'13 a diversified industrial center in Lorai

n County (1960 population

Qb°1at pi p
--.,000), about twenty-five miles west of C

leveland. Its three other

br
411ehes are located within seventeen miles of El

yria. There are two other

411ks
Elyria, one larger and the other 

smaller than Elyria Savings.

Grafton Bank's main office is 
in Grafton (1960 population 1,700

The ,i
--ngle branch of Grafton Bank is four 

miles southwest of Grafton in

,
4'ge (1960 population 11000). A large number of Grafton res

idents are

11C1 tr A
area population of 10,000), seven

 miles southeast of Elyria.

in Cleveland and the Elyria-L
orain area, although there are small

les in Grafton which provide moderate 
employment. The economy of

ge is primarily supported by agricu
lture.
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The Grafton area is experiencing considerable residential growth

ar4 the Prospects for industrial growth are favorable. Grafton Bank pres-

ertly „
m'ales no FHA or VA real estate loans and does not provide 

trust serv-

ice..
' Should the proposed consolidation be consummated, the resulting 

insti-

tuti,
4̀1. would provide more complete local banking services than 

those presently

ed bY the Grafton Bank, although it would have little other effect on

the 
convenience and needs of Lorain County..

Competition. - The main office and in-town branches of Elyria

Otter

411111gs are approximately seven
The 

next nearest offices of the

Qttice and Elyria Savings' Wel
titles

be'rks

miles north of Grafton Bank's main office,

two banks are Grafton Bank's LaGrange

lington office, which are approximately ten

.apart. While there is some overlap of the service areas of the two

"mPetition between them has not been active.

In terms of loans and of individual, partnership, and corpora-

a
ePcsits, Elyria Savings is now the second largest of 

eight competing

hark_ w.
lth head offices in Lorain County. This position would not be

the to
by the proposed consolidation. Competition is also provided by

rain branch of the large Cleveland Trust Company, Cleveland, Ohio.

Such competition as presently exists between Elyria Savings and

Gl'attor,
- Bank  would be eliminated, but county-wide competition 

among Elyria,

4474111

4 Oberlin, and Cleveland banks would not be affected 
significantly by

the 
Do

°- sed consolidation. However, while the service area of Grafton Bank
torrtait

• 3 no other banking facilities, banks in Oberlin, eight miles to the
14e

and in Elyria presently offer some competition and, following the

olio,
ation, would probably more aggressively seek business 

originating

the 
L'ratton-LaGrange area.
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Summary and conclusion. - Although the 
proposed consolidation

e-aminate such competition as exists between 
the two banks, thisWolad

be offset by resulting benefits. The transaction would solve the

tatap'eillent succession problem at the present 
Grafton Bank, strengthen

lflgs there, and provide both greater 
banking resources andearrli

broa,1ker banking services in the growing Grafton
-LaGrange area. There

14°111d be no significant competitive effect 
with respect to the other banks

41rain County.,

Accordingly, the Board finds the proposed 
transaction to be in

the 1_
'11°3-io interest.

hIrch 12, 1963.



BOARD OF GOVERNORS

Cup,, 4t, OF THE*

FEDERAL RESERVE SYSTEM
WASHINGTON 25, O. C.

SfAl

Item No. 6
3/12/63

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 13, 1963

1?* Howard D. Crosse, Vice President,
eral Reserve Bank of New York,

NeW York 45, New York.
Dear 

Mr. Crosse:

In accordance with the request contained in your
letter of March It, 1963, the Board approves the appointment of

) J. Castellanos as an assistant examiner for the Federal
serve Bank of New York. Please advise the effective date of

appointment.

Very truly 'yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 7
3/12/63

ADDRESS orriciAL coRREapar4oet4ct

TO THE 80ARD

March 13, 1963

AIR

2r. J. E. Denmark, Vice President,
rederal Reserve Bank of Atlanta,
Atlanta 3, Georgia.

Dear' i,r, Denmark:

In accordance with the request contained in Mr. Shefferis

letter of March 5, 1963, the Board approves the appointment of

ITI,',11liam Arthur Hinton, Jr., as an assistant examiner for the

"deral Reserve Bank of Atlanta, effective March 18, 1963.

Very truly yours,

(signed) Elizabeth Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. O. C.

tirs Leland Ross Vice President,
Federal Reserve Bank of Chicago,
Chicago 900 Illinois

Dear lir Ross:

Item No. 8
3/12/63

ADOREIM OrFICIAL CORRESPO OE CE

TO THE BOARD

March 13, 1963

In accordance mith the request contained in your
.t1-,!tter of March 5, 1963, the Board approves the appointment of

,:r,!1 J. Prust as an assistant examiner for the Federal Reserve
4.4.K of Chicago. Please advise the effective date of the
appointment.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secr tary.


