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Minutes of the Board of Governors of the Federal Reserve

System on Friday, March 29, 1963. The Board met in the Board

Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman

Mr. Mills
Mr. Robertson
Mr. Mitchell

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Young, Adviser to the Board and Director,
Division of International Finance

Mr. Cardon, Legislative Counsel

Mr. Fauver, Assistant to the Board

Mr. Noyes, Director, Division of Research and
Statistics

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. Solomon, Associate Adviser, Division of
Research and Statistics

Mr. Furth, Adviser, Division of International
Finance

Mr. Katz, Associate Adviser, Division of
International Finance

Mr. Yager, Chief, Government Finance Section,
Division of Research and Statistics

Mr. Axilrod, Senior Economist, Division of
Research and Statistics

Miss Dingle, Senior Economist, Division of
Research and Statistics

Mr. Bernard, Economist, Division of
Research and Statistics

Mr. Goldstein, Economist, Division of
International Finance

Money market review. Mr. Bernard reviewed recent developments

in the Government securities market and referred in the course of his

comments to certain tables that had been distributed showing, over a

period of time, total official and System Account purchases of coupon
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issues in relation to total dealer sales. Miss Dingle reviewed developments

with respect to bank credit and reserves and made reference to a distrib-

uted summary of monetary developments during the four-week period ended

March 27, 1963. Mr. Goldstein discussed foreign exchange market develop-

ments.

After a discussion based on these reports, all of the members

of the staff except Messrs. Sherman, Kenyon, Cardon, and Fauver withdrew

from the meeting and the following entered the room:

Mr. Hackley, General Counsel

Mr. Solomon, Director, Division of Examinations

Mr. Leavitt, Assistant Director, Division of Examinations

Discount rates. The establishment without change by the Federal

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

Minneapolis, Kansas City, and Dallas on March 28, 1963, of the rates on

discounts and advances in their existing schedules was approved unani-

mously, with the understanding that appropriate advice would be sent to

those Banks.

Request of Farmers State Bank of Fort Morgan (Item No. 1).

There had been circulated to the Board a file relating to the request of

The Farmers State Bank of Fort Morgan, Colorado, Fort Morgan, Colorado,

for permission to exercise additional fiduciary powers. A proposed letter

granting the request was submitted with the file.

The letter to the State member bank, a copy of which is attached

as Item No. 1, was approved unanimously.

Application of Industrial State Bank of Kalamazoo (Item No. 2).

There had been distributed to the Board a memorandum from the Division of
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Examinations dated March 26, 1963, and other pertinent papers relating

to the application of the Industrial State Bank of Kalamazoo, Kalamazoo,

Michigan, for permission to establish a branch on West Michigan Avenue

between Woodlawn and Marion Streets in Kalamazoo.

The memorandum showed that upon the completion of a pending

merger there would be three banks in Kalamazoo, including two national

banks and the applicant bank; the latter would be the smallest of the

three. At present 27 branches were being operated in and around the city.

In addition, one of the national banks had eight branch applications

pending, with three other applications already approved; the second national

bank had three pending applications and would acquire two additional

branches in connection with the forthcoming merger. The applicant bank

had one application pending in addition to the application presently

before the Board.

As to the area in which the proposed branch of the State member

bank would be established, it was noted that each of the competing

national banks had received permission to establish a branch in the same

vicinity. In the opinion of the Division of Examinations and the Federal

Reserve Bank of Chicago, if all three branches were established in the

vicinity, it seemed doubtful whether any one of them could be operated

profitably. It appeared that the nearest existing branch of the applicant

bank was so located that its future growth mignt be impeded by local

traffic and planning developments, and that the bank would be at a

competitive disadvantage in the future should one or both of the national



f

3/29/63

banks establish establish branches in the area where the proposed branch of the

applicant bank would be located. The applicant bank was reported to be

in good condition and well capitalized.

The State Bank Commissioner had approved the application of the

Industrial State Bank. In a telephone conversation he had expressed to

the Division of Examinations his concern about the Kalamazoo situation
.

However, he had felt that denial of the application would amount t
o

discrimination against the State bank, which had indicated to him som
e

time previously a desire to establish a branch at the location in

question.

The Federal Reserve Bank and the Division of Examinations

recommended approval of the application on grounds similar to those that

had motivated the State Bank Commissioner, namely, that the State bank

should not be placed at an unfair competitive disadvantage. There was

some indication in the Reserve Bank's report that one or more of th
e

Kalamazoo banks might conclude, after further consideration, tha
t it

would not be prudent to establish a branch in the vicinity in view of

the dim prospect for profitable operations by more than one branch 
office.

In discussion, the members of the Board indicated 
that they

shared the concern of the State Bank Commissioner regarding br
anch banking

developments in the Kalamazoo area. In all the circumstances, however,

Governors Balderston, Mills, and Robertson concluded 
in favor of approval

of the Industrial State Bank's application. Governor Mitchell, on the

other hand, reached an adverse conclusion. He noted that in principle he
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favored moves that would lead to increased banking competition. However,

branch operations in and around Kalamazoo were already extensive
, and a

number of applications for additional branches had been
 approved or were

on file. If all three banks established branches in the area where
 the

State member bank proposed to establish the branch now 
applied for, or

if in fact more than one branch was established in that vic
inity, it did

not appear that any of the offices were likely to be operated pr
ofitably.

Although recognizing the State bank's competitive problem, it se
emed to

him that regard must be given to the need for maintaining a profitable

banking system.

Accordingly, the application was approved, Governor Mitchell

dissenting. A copy of the letter sent to the Industrial State Bank

pursuant to this decision is attached as Item No. 2.

Question was raised whether the letter to the State member bank

or the transmittal letter to the Chicago Reserve Bank should include

comments on the circumstances in which the applica
tion had been approved.

After discussion, however, it was the consensus that the let
ters should

be sent in the usual form.

Loss of securities. Governor Balderston noted that the Board

had received a letter dated March 28, 1963, from Congressman Fascell,

Chairman of the Legal and Monetary Affairs Subcommittee of the Hous
e

Committee on Government Operations, referring to the 
loss by the Federal

Reserve Bank of San Francisco of certain Treasury securitie
s, as reported

in the press recently, and requesting a report on the matter togeth
er with
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comments on steps taken to prevent a recurrence. Governor Balderston

indicated that a reply was being drafted for the Board's consideration.

First Oklahoma Bancorporation. Mr. Hackley reported advice

from the Department of Justice that the Oklahoma City bank that had

appealed the Board's order dated November 30, 1962, approving the

application of First Oklahoma Bancorporation, Inc., Oklahoma City,

Oklahoma, for permission to become a bank holding company had now

consented to a dismissal of the appeal, thus terminating the proceeding.

Under the present law of the State of Oklahoma, no other bank holding

company could be formed in that State and First Oklahoma could not

expand its holdings.

The meeting then adjourned.

Secretary's Note: Pursuant to recom-

mendations contained in memoranda from
appropriate individuals concerned,

Governor Robertson, acting in the
absence of Governor Shepardson, today

approved on behalf of the Board increases

in the basic annual salaries of the
following persons on the Board's staff,

effective March 31, 1963:

Eleanor S. Frase, Senior Economist (change in title from Economist),

Division of Research and Statistics, from $14,545 to $15,525.

Grace L. MacVean, Reservations Clerk, Division of Administrative

Services, from $5,525 to $5,885.



BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON 25, D. C.

Board of Directors,

The Farmers State Bank of Fort Mor
gan, Colorado,

Fort Morgan Colorado.

Gentlemen:

Item No. 1
3/29/63

ADDRESS OFFICIAL CORRESPON
DENCE

TO THE BOARD

March 29, 1963

This refers to your request fo
r. permission, under

applicable provisions of your con
dition of membership numbered

1, to exercise fiduciary powers.

Following consideration of the inf
ormation submitted,

the Board of Governors of the Feder
al Reserve System grants

The Farmers State Bank of Fort Morg
an, Colorado, permission to

exercise any and all fiduciary po
wers now or hereafter conferred

Upon such bank by or pursuant to the 
laws of the State of

Colorado.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,

Assistant Secretary.



BOARD OF GOVERNORS Item No.

OF THE 3/29/63

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 29, 1963

Board of Directors,
Industrial State Bank of Kalamazoo,

Kalamazoo, Michigan.

Gentlemen:

The Board of Governors of the Federal Reserve System

approves the establishment by Industrial State Bank of Kalamazoo,

Kalamazoo, Michigan, of a branch on West Michigan Avenue between

Woodlawn and Marion Streets, Kalamazoo, Michigan, provided the

branch is established within one year from the date of this letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,

Assistant Secretary.

(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

prccedure prescribed in the Board's letter of November 9, 1962
(S-18)-.6), should be followed.)


